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PREFACE

This 19-volume compilation contains historical documents pertaining to P.L. 104-193,
the 'Personal Responsibility and Work Opportunity Act of 1996." The books contain
congressional debates, a chronological compilation of documents pertinent to the
legislative history of the public law and relevant reference materials.

Pertinent documents include:

o Differing versions of key bills
o Committee reports
o Excerpts from the Congressional Record
o The Public Law

This history is prepared by the Office of the Deputy Commissioner for Legislation and
Congressional Affairs and is designed to serve as a helpful resource tool for those
charged with interpreting laws administered by the Social Security Administration.
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THE RECONCILIATION BILL
Mr. DOLE. Mr. President. 31 years

ago this Friday, Ronald Reagan deliv-
ered a nationally televised speech that
began his career in politics. The speech
was called 'A Time for Choosing."

Ronald Reagan made clear that the
choice facing America was not one be-
tween right or left—rather it was one
between up or down.

More than three decades later, this
Congress now faces that same choice.

We can either go down the path of
the status quo—a path that will lead

CONGRESSIONAL RECORD — SENATE
America into a downward spiral of big-
ger government, higher deficits, more
taxes, and a financially bankrupt Medi-
care system.

Or we can move America up to a
brighter future, a future where our
children and grandchildren are free
from staggering deficits. A future
where power flows from our States to
Washington. and not the other way
around. A future with a strong and se-
cure Medicare Program.

Mr. President, I believe the choice is
clear.

For this historic Republican Con-
gress, the vote on the reconciliation
bills will be a defining moment. It will
be the moment when the American
public will see that we are not business
as usual. We are not the status quo.
Rather, this Congress is one that keeps
its promises to the American people.

There will be plenty of debate in the
coming days, and I know the American
people will be listening closely. Judg-
ing from what has been coming Out of
the Whit House lately, I know they will
hear a lot of rhetoric, and a lot of scare
tactics.

But I believe that in the end, they
will see through this smokescreen, and
they will see the truth.

And the truth is that the Republican
budget contained in this bill is a realis-
tic, thoughtful budget blueprint for
America. The truth is that it will
ratchet down the deficit by roughly $30
billion a year during the next 7 years.
The truth is that it will balance the
budget in the year 2002. And the truth
is that it is the only real honest budget
plan before the American people.

The truth also is that a balanced
budget means a brighter future for our
children and grandchildren. Our na-
tional debt is now so huge that a child
born in 1995 will pay more than $187,000
in taxes over his or her lifetime just to
pay their share of the debt. We owe our
children a far better future.

A balanced budget will create lower
interest rates, which means that more
Americans will be able to own a house.
buy a car, or go to college. or to borrow
money. Lower interest rates also mean
business will have more money to in-
vest and hire workers.

The truth also is that the American
people are more able to decide how to
spend their hard earned money than
are Government bureaucrats.

And with the $245 billion tax cut con-
tained in this bill, millions of Amer-
ican families will have more money to
spend. Our $500-per-child tax credit will
mean that over the coming years, fami-
lies will have thousands and thousands
more dollars to spend on college tui-
tion or braces for their kids.

We will include in the RECORD during
the debate how such money will be
coming to each State, such as my own
State of Kansas. There are a lot of fam-
ilies with children. They are not rich.
But a $500 tax credit—if you have two
or three children, that is $1,500. They
can spend it better on their families
than any bureaucrat I know of in
Washington, DC, or any Member of
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Congress, for that matter, on either
side of the aisle.

By rewarding those who save and in-
vest. our capital gains tax cut will also
createjobs and opportunity.

There is an undeniable truth that the
President has tried to ignore for
months and months. And that is the
fact that three of the President's own
Cabinet members tell us that if no ac-
tion is taken, Medicare will be com-
pletely broke by the year 2002.

This bill makes the tough decisions
necessary to preserve, protect, and
strengthen Medicare. And we have been
aided a great deal in this effort by the
Presiding Officer, the Senator from
New Hamphsire. Senator GREGG.

We do it by slowing its rate of
growth, and by giving seniors more op-
tions in selecting their health care.

And despite the phony talk you may
hear of 'cutting Medicare." the Repub-
lican plan will increase Medicare
spending from $4,800 per beneficiary in
1995 to $6,700 per beneficiary in 2002.

Let me repeat: The Republican plan
will increase Medicare spending from
$4,800 per beneficiary in 1995 to $6,700
per beneficiary in 2002.

I know that during the next few days,
some of my friends on the other side of
the aisle will be painting horrible pic-
tures. They will tell us that passage of
this bill means we are turning our
backs on children, on seniors, and on
the disabled. They will repeat it again
and again. But no matter how many
times they repeat it. it does not make
it true.

Mr. President, I wish all Americans
could read the column by budget expert
James Glassman that was printed in
the October 17 edition of the Washing-
ton Post. Mr. Glassman's column—and
I ask unanimous consent that it be
printed in the RECORD following my re-
marks—makes clear the falsehoods
contained in some of the emotional
rhetoric we have been hearing.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)
Mr. DOLE. Mr. Glassman writes that

under the Republican plan, Federal
spending will rise between 1995 and 2002
by $358 billion—or 24 percent. It is
going to rise 24 percent over the next 7
years. Is that devastation? Is that cut-
ting programs? No. Only in Washington
would a $358 billion increase be called a
cut.

The media bought onto the Presi-
dent's spin for the most part; they keep
talking about it. Turn on NBC. and
Katie Couric is talking about 'big
cuts, big cuts." She does not know any-
thing about the budget. All she is pick-
ing up on is the liberal spin which the
Democrats have been dishing Out there
with no facts, no effort to save Medi-
care, to balance the budget. or tax
cuts; a lot of talk, but that is about all.

Mr. Glassman makes very clear that
President Clinton was absolutely off
the mark when he said—and I quote—
"I will not let balancing the budget
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serve as a cover for destroying the so-
cial compact."

The truth is, as Mr. Glassman writes,
if the budget becomes law, the social
compact will actually be strengthened,
for not only will the Government keep
its commitments to the elderly and the
poor. it will also meet an even more
important obligation to the public—the
obligation to spend no more than it
takes in.

Throughout this process. on every
major issue contained in this legisl-
tion, the Speaker and I have invited
President Clinton to join with us in
giving the American people the fun-
damental change they want. Instead of
sitting down with us, however, the
President has flown around the coun
try making speeches, playing politics.
taking polls, and avoiding the work
and making policy decisions. The
President apparently believes that the
American people do not really want
balanced budget. He believes that the
people are so dependent on the Federal
Government that they will not tolerate
slowing its rate of growth. He believes
the American people are willing to sac-
rifice the future of their children and
grandchildren so that the Government
can continue its free spending ways,
and he is wrong. and he will find out
that he is wrong. And one of these days
he is going to find out how to contact
the majority leader in the Senate and
the Speaker of the House. and when he
does we are willing to sit down with
the President of the United States.

But right now it is all rhetoric. It is
all politics. It is all polls. It is all scar-
ing seniors, scaring veterans, scaring
children, and all a week before Hal-
loween. Maybe by the time Halloween
comes he will have everybody in a
state of frenzy and we will be in that
funk the President talked about. He
said America is in a funk. America is
not in a funk. They want fundamental
change. and we are about to give them
fundamental change. We would like to
do it with the Presidents cooperation.

I am reminded of the words of Win-
ston Churchill who said:

We have not journeyed all the way across
the centuries, across the oceans, across the
mountains, across the prairies, because we
are made of sugar candy.

I say to President Clinton: Mr. Presi-
dent. the American people are not
made of sugar candy. They are far
stronger and wiser than you think.

I also say that this Republican Con-
gress is not made of sugar candy. We
promised we would balance the budget,
and we will. We promised we would cut
taxes, and we will. We promised we
would preserve and protect and
strengthen Medicare. and we will. We
promised we would have welfare re-
form, and we will. October 1995 is a
time for choosing. and I invite all Sen-
ators on both sides of the aisle and all
Americans. regardless of their party,
regardless of their philosophy, to stand
with us as we move our country up to
a future of unlimited hope, freedom,

CONGRESSIONAL RECORD — SENATE
and opportunity. That is what this de-
bate is going to be all about.

There will be some policy differences,
obviously—some legitimate policy dif-
ferences. but there will also be a lot of
politics. and we prepared for that, And
I just urge my colleagues on this side
of the aisle, this is the most historic
moment in my memory in the Congress
of the United States. And I have been
here for some time, Never before have
we tried to bring about such fundamen-
tal change. It is going to be up to us.
We have the majority. It is our respon-
sibility. And we need 53 Republicans
standing together when the final vote
comes.

So I urge my colleagues to pay atten-
tion. I know that both Senators Do-
MENICI and Ex0N will be explaining in
detail all the different amendments
and their opposition or support for the
different amendments,

EXHIBIT 1

[From the Washington Post, Oct. 17. 1995]
THE No-Ct,rr BUDCET

(By James K. Glassman)
Despite what youve read and heard. the

Republican budget—now moving toward pas-
sage in its final. "reconciliation" form—does
not cut total federal spending. nor does it
cut tax revenues. Not by a long shot.

An illuminating way to look at this budget
is to take what the government actually
spent and raised over the past seven years
and compare it to what Republicans propose
to spend and raise over the next seven years.
The results:

Spending will increase by $2.6 trillion.
Revenues will increase by $3.3 trillion.
These fIgures may surprise you; they run

counter to what you've seen in the press.
which continually uses the word "cuts"
when referring to both spending and taxes.
But in the misleading baseline-budgeting no-
menclature of Washington. a cut is a reduc-
tion from a previously projected increase.

The real spending and revenue numbers
show something quite different: that the Re.
publican revolution is more modest than
both Republicans and Democrats claim,

During the seven years from 1989 to 1995,
federal spending totaled $9.5 trillion. During
the next seven years. the congressional budg-
et agreement calls for spending of $12.1 tril-
lion.

As for revenues: During the seven years
just past. the government collected $7.9 tril-
lion in taxes. Over the next seven years. the
Republican plan will raise $11.2 trillion in
taxes—even taking into account the $500-per.
child credit and GOP changes to capital
gains that will reduce expected tax revenues
by $245 billion.

If Congress did not make any changes to
the budget. spending would rise by 37 percent
and revenues by 44 percent. the Congres-
sional Budget Office (CBO) estimates. But
under the GOP seven-year plan. spending
will rise by 27 percent and tax revenues by 41
percent.

Stop and think about those numbers, They
seem to represent a reasonable path toward
an objective that most Americans share: a
zero deficit.

In the fiscal year that ended on Sept. 30.
1995, the government ran a deficit of $161 bil-
lion. If nothing is done, CBO says the annual
deficit will continue to rise in 1996 and each
successive year, reaching $256 billion in 2002.

Any business or household facing Such a
prospect would quickly reduce its spending.
But the federal government doesnt have to
do that—mainly because the U.S. economy.
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even growing at a moderate 2.4 percent a
year, is so powerful that it will generate
vastly higher tax revenues,

The aggregate numbers I've just cited—
1989-95 vs. 1996-2002—-are probably the best
way to look at budget changes. But. in case
you think I'm pulling a fast one, let's look
simply at two specific years: the one just
past (fiscal 1995) and the one in which the
congressional resolution requires a zero defi-
cit (fiscal 2002).

In 1995, federal spending was $1.5 trillion, if
current policies were to continue, spending,
according to the CBO, would be $2.1 trillion
in 2002. That's an increase of $600 billion. or
40 percent. Under the GOP plan. spending
will rise between 1995 and 2002 by $358 billion.
or 24 percent. (That's slightly ahead of infla-
tion if prices increase 3 percent annually.)

Only in Washington would a $358 billion in-
crease be called a 'cut." In fact, Republicans
who want to sound as if theyre making big
changes and Democrats who want to frighten
the public both say that the GOP budget

cuts' total about $1 trillion. This absurd
figure is derived by taking the difference be-
tween the CBO's projection and the Repub-
licans' proposed spending for each year from
1996 to 2002. then adding all seven numbers
up.

Consider Medicare. Politicians talk about
$271 billion in cuts, but actually, under the
GOP plan, spending in 2002 will be $86 billion
higher than in 1995, an increase of more than
6 percent annually.

The real question for voters assessing the
GOP budget is where the additional $358 bil-
lion in federal spending in 2002 is going. The
answer is entitlements: Social Security will
cost $146 billion more in 2002 than in 1995,
Medicare (for the elderly) will cost $86 bil-
lion more and Medicaid (for the poor) will
cost $35 billion more.

Miscellaneous entitlements (food stamps,
the earned income tax credit, military re-
tirement, etc.) will rise $63 billion. Add in-
terest on the national debt (there's nothing
we can do about that one), and the total ad-
ditional spending exceeds $358 billion.

By deciding to preserve and increase these
entitlements, Congress had nothing left for
increasing the "discretionary" side of the
budget, where outlays will total $515 billion
in 2002. down from $548 billion in 1995.

Defense comprises most of discretionary
spending, and it will be flat at roughly $270
billion. Transportation spending will fall
from $39 billion to $32 billion; education and
training will drop from $39 billion to $35 bil-
lion: foreign aid and other spending on inter-
national affairs from $21 billion to $15 bil-
lion.

Intelligent folks can differ on where to
spend the government's money. Maybe de-
fense should be cut and transportation in-
creased,

But once the nation has decided to balance
the budget, keep Social Security intact and
pare back expected tax revenues slightly
(and voters made those decisions last No-
vember), the choices are pretty limited.

President Clinton knows this very well.
but with a devotion to the first-person sin-
gular exceeded only by Sen. Phil Gramm's,
he said on Friday. I will not let balancing
the budget serve as a cover for destroying
the social compact."

The truth is that. if Congress's budget be-
comes law. the social compact will actually
be strengthened. Not only will the govern-
ment keep its commitments to the elderly
and the poor on health care, it will also meet
an even more important obligation to the
public that it abrogated 30 years ago—to
spend no more than it takes in.
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THE BALANCED BUDGET

RECONCILIATION ACT OF 1995
The PRESIDING OFFICER. Under

the previous order, the Senate will now
proceed to the consideration of 5. 1357.
which the clerk will report.

The legislative clerk read as follows:
A bill (S. 1357) to provide for reconciliation

pursuant to section 105 of the concurrent res-
olution on the budget for fiscal year 1996.

The Senate proceeded to consider the
bill.

Mr. DOLE. I ask unanimous consent
that Senator DOMENICI be recognized
for up to 60 minutes for debate only
and Senator EXON for up to 30 minutes
for debate only.

Mr. EXON. Reserving the right to ob-
ject. I would like to make a clarifica-
tion on this, if I might, and I do not
think we have a difference of opinion
on this.

It is the desire of the majority to
move as quickly as we can into the
amendment process, and as Senator
DOMENICI knows—and I suspect he has
told the majority leader—we are work-
ing to try to cut these down to move
this proposition along. However, since
we are limited to 10 hours each, as I
understand the unanimous-consent re-
quest that has just been offered by the
majority leader, there would be 1 hour
off of the Republican 10 hours, if we
agree to this, and a half an hour on our
side, which would mean that you are
giving up an hour: we are giving up a
half an hour of our 10. Is that right?

Mr. DOLE. We would like to have you
give up more but we will settle for
that.

Mr. EXON. Let us not press it at this
time.

Mr. DOMENICI. That is correct.
The PRESIDING OFFICER. Is there

objection?
Mr. DOMENICI. Reserving the right

to object.
Mr. DOLE. Let me just say—and I am

going to depart here. I first want to say
I hope we can work Out some agree-
ment so that we are not having 50 votes
here before final passage when you do
not have any time to debate the
amendments. And I think I could speak
for my colleagues on this side that we
would be prepared, if there were a num-
ber of basic major amendments the
Democrats wanted to offer period, we
might be able to convince our col-
leagues not to second degree those
amendments, if there were no other
amendments following that. And I
know that is being worked on, and we
hope to reinvestigate that shortly after
noon.

I now have to leave, but I would be
happy to work with the Senator from
Nebraska. We have in the past. Maybe
we can this time around.

The PRESIDING OFFICER. Is there
objection?

Mr. DOMENICI. Reserving the right
to object, we have no objection to Sen-
ator EXON's restatement of the propo-
sition so long as it is not intended to in
any way change the allocation other
than this hour and this half-hour.

Mr. EXON. No, no.

Mr. DOMENICI. We are 'not agreeing
on different allotments of time or dif-
ferent t'reátment of amendment itEes.

I have no objection.
The PRESIDING OFFICER. Without

objection. it is so ordered.
Who yields time?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, would

Senator EXON like to proceed with part
of his time?

Mr. EXON. For clarification of all, I
was advised the chairman of the Budg-
et Committee, and Senator ROTH, the
chairman of the Finance Committee,
would be speaking, as I understand it,
during part of the 1 hour that the Sen-
ator has reserved. As a result of that, I
have alerted Senator MOYNfl-IAN, the
ranking Democrat on the Finance
Committee, and basically I would sim-
ply say that the opening remarks be-
ginning on this side would be essen-
tially 15 minutes for myself and 15 min-
utes for the ranking Democrat on the
Finance Committee, which I think will
basically take up most of the half hour.
Then it is up to the Senator to allot
the time on that side.

Is the chairman suggesting that he
would like to have me proceed with my
opening statement at this time?

Mr. DOMENICI. Yes, I think so other
than if the Senator would give me 3
minutes for a little kind of house-
cleaning work.

Mr. EXON. Yes. And I would ask
unanimous consent that this house-
keeping work not be charged to either
side.

The PRESIDING OFFICER. Without
objection, it is so ordered,

Mr. DOMENICI. I thank the distin-
guished Senator.

Mr. President, I ask unanimous con-
sent that the following staff of both
the majority and minority on the
Budget Committee be permitted to re-
main on the Senate floor during con-
sideration of 5. 1357 and that the list be
printed in the RECORD.

There being no objection, the list was
ordered to be printed in the RECORD, as
follows:

MAJORITY Sm
Karen Bilton. Lisa Cieplak. Jim Hearn.

Keith Hennessy. Bill Hoagland. Carol
McGuire, Anne Miller, Roy Phillips. Denise
C. Ramonas, Cheri Reidy, Ricardo Rel, J.
Brian Riley. Mike Ruffner, Melissa Sampson,
Jennifer Smith, Austin Smythe. Bob Steven-
son, Beth Wallis.

MINORITY Sm
Amy Abraham. Annanias Blocker, Bill

Dauster, Kelly Dimock, Tony Dresden, Jodi
Grant. Matt Creenwald, Joan Huffer, Phil
Karsting. Jim Klumpner. Daniela Mays, Sue
Nelson. Jon Rosenwasser. Jerry Slominski.
Barry Strumpf.

Mr. DOMENICI, Mr. President, I ask
unanimous consent that the presence
and use of small electronic calculators,
as we have done heretofore, be per-
mitted in the Chamber during the con-
sideration of this measure.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOMENICI. Mr. President, 1

minute off my time at this point and
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then I will yield. To Republican Sen-
ators, this is, as I understartd it for the
last few weeks, a very important cou-
ple of days. Many of you want to speak
on subject matters before the Senate
and some want to just speak about a
balanced budget. I want tc' say to all
the Republican Senators I am going to
do my very best to accommodate you.
but I would tell Senators that it is not
easy to just give you a time when you
want it. So I would hope that Senators
would be flexible, and if we call on you.
if you turn in your names, if you really
want to speak and if we call on you.
you be able to do it on a haLf-hour's no-
tice or so because Ijust cannot arrange
the floor in any other way.

Having said that, I yield the floor at
this time.

The PRESIDING OFFICER. The Sen-
ator in Nebraska.

Mr. DOMENICI. Before the Senator
proceeds, will the Senator engage me
in a little dialog about our efforts to
see if we can better manage?

Mr. EXON. Yes.
Mr. DOMENICI. I believe, Senator

EXON. we are going to have some time
during this hour and a half, you and I,
and perhaps your leader ELnd I under-
stand you have a small task force.

Mr. EXON. Yes.
Mr. DOMENICI. I have asked our

leader if we could use his office, so I
wonder if maybe looking at the clock,
if you could arrange a meeting at
maybe 20 after. 25 after. You would be
finished speaking. And we would have
our side start going. Could we meet in
the leader's office about trying to re-
duce the number of amendments and
make some accommodation?

Mr. EXON. It sounds reasonable. Are
you suggesting the timeframe of 11:20?

Mr. DOMENICI. Yes. I said 10 but let
us say 11:20.

Mr. EXON. Agreed.
Mr. DOMENICI. Let me make sure in

this dialog, in this exchange that ev-
erybody understands——

Mr. MOYNIHAN. Will Senator ROTH
have spoken by then?

Mr. DOMENICI. I hope so. We have
sent word for him to come.

I thank the Senator very much.
Mr. MOYNIHAN. I thank the Sen-

ator.
Mr. DOMENICI. Everybody knows

hopefully that the Senator from New
Mexico on most matters c:oming before
the Senate that he has anything to do
with tries to be fair, and I truly intend
to do that. But I do want to state right
up front that there are many Repub-
lican Senators, if not every one, who do
not want to have the Senate go
through 50 or 60 votes on single tar-
geted issues.

I might just suggest right up front,
for those who are going to do that and
insist, with the Senator's leadership,
that they are going to do that, they
will not get a vote on their amend-
ment. I mean, they can be assured that
they will not, because we will indeed
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second degree those kinds of amend-
ments. And we have as much stamina,
I think—I do not know—as much stam-
ina as the other side of the aisle.

Mr. EXON. And more votes.
Mr. DOMENICI. And more votes. The

Senator got it. That is very importart.
We only need 50. Let us make sure that
is understood on both sides.

On the other hand, we are meeting to
try to see if we can accommodate a
more amicable approach. And let us
hope that we can. I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. Mr. President. I thank my
friend and colleague. I want to con-
tinue to work together. We have sharp
differences on these things, but I think
over the period of time for the 18 years
that we have served on the committee
together we have been accommodating
to each other. I think that is the de-
sire.

I will simply say that the chairman
of the committee has indicated that
people on that side are very much con-
cerned about how we proceed on this.
That is true on this side. Unfortu-
nately, with the time constraints that
we have, with the mammoth bill we
have before us. the Senator from Ne
braska is going to have to be an un
popular traffic cop, trying to direct
traffic to say no. since we do not have
time. But at this time I yield myself 15
minutes, and ask that I be notified if I
exceed that time.

Mr. President, there was a marriage
on Monday, a marriage that did not
quite make the wedding notices. As my
colleagues know, the Republican ma-
jority on the Budget Committee gener..
ously provided $224 to $245 billion in
tax breaks for the wealthiest Amen
cans and wedded it officially to the $270
billion in Medicare cuts. The seniors of
America paid for that wedding, and
they will pay and pay and pay again
over the years. The Congressional
Budget Office issued the marriage li-
cense. In an October 20 letter to me.
CBO Director O'Neill wrote that with-
out the drastic cuts in Medicare, the
tax break for the wealthy would not
have been possible.

I ask unanimous consent that her
letter be printed in the RECORD at the
conclusion of my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)
Mr. EXON. The happy couple of tax

breaks and Medicare cuts are now be-
fore the Senate in the form of the rec-
onciliation bill. They are asking for
our blessing. We should not give it.
This marriage should be annulled. Had
the question been asked, 'Is there any-
one present who objects to the joining
of these two, speak now or forever hold
your peace?" I would have objected.

Mr. President, it has been almost 4
months since the Senate passed the
conference report on the budget resolu-
tion which begat this reconciliation
bill, a bill that has now grown to gro-
tesque proportions.
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This reconciliation bill was created

behind closed doors. It is the first of
the illegitimate births of this union.
By comparison, it makes Rosemary's
Baby' look like a dream child. They
brought it out into the light of the day
for the first time at midday last Fri-
day. There were no hearings on Medi-
care. There were no hearings on Medic-
aid. There were no hearings on the cuts
of the earned income tax credit. There
were no hearings on the cuts in edu-
cation. There were no hearings on how
this budget cuts a huge swath like a
tornado through rural America.

Last Friday. during the markup of
this reconciliation bill, I asked if we
could not hear from just four witnesses
who could describe how this Repub-
lican budget would do great violence to
their lives. I asked for an hour. That is
just 1 minute for each $4.5 billion in
Medicare cuts. But my offer was
spurned.

Why the hurry. Mr. President? Why
is the majority so breathless about
sealing the deal on this budget? Why
are they now moving in convoy fashion
to pass this bill? The great pitcher,
Satchel Paige. might have had the an-
swer. He once said. "Don't look back.
Something might be gaining on you.'
Something is gaining on the Repub-
licans. They are hearing footsteps.
They are hearing the American people
gaining on them. More and more Amer-
icans are finding Out what is in this
monstrous bill. And they feel deceived
and betrayed.

Mr. President, I will speak in a mo-
ment about the particulars of this rec-
onciliation bill and the terrible hard-
ships that it inflicts. But I would like
to take a moment to discuss what I be-
lieve is the large picture here.

When we get into these debates about
budget resolutions and budget rec-
onciliation bills. Senators can all too
easily lose sight—lose sight—of the or-
dinary Americans. The stage over-
shadows the people on it. In this same
vein, my colleagues on the other side
cannot see beyond the gesture of the
moment. They cannot see beyond the
scaffolding they have erected in this
reconciliation bill. They cannot see the
people that they will harm. They can-
not see the Nation that they are tear-
ing apart. This Republican budget does
not speak to the American values that
I know and the ones that I cherish, val-
ues that I see every day in my fellow
Nebraskans. The greatest of these val-
ues are shared sacrifice, fairness, and
compassion for our neighbors. That is
the social fabric that runs through our
great Nation. But this Republican
budget is tugging at every thread to
unravel it.

In spite of the inflated rhetoric, the
Republican budget reached a shallow
bottom in no time at all. Some have
called it social Daz-winism at its shab-
by worst. I say. where citizens are pit-
ted against citizens, young against the
old, rural Americans against urban
Americans.

Last week Speaker GXNGRICFI feigned
that he wants no class warfare. What
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nonsense. It is this bill that fires the
first shot of class warfare. It is this bill
that goes to war against the working
people on behalf of the wealthy.

Mr. President. the more this budget
is exposed to the sunlight, the more we
are finding that this is not the right
key to open a complicated problem
which we all agree is necessary—bal-
ancing the budget.

I am one of the few Senators who has
actually balanced budgets and used the
line-item veto to do it. I did it for 8
years as Governor of Nebraska. But I
say to my colleagues today, this Re-
publican budget is not the way to do it.
Tax breaks for the wealthy are writ
large all over this reconciliation bill.
Tax breaks for the wealthy have riv-
eted the attention of the Republicans
to the exclusion of everything else. Tax
breaks for the wealthy have estab-
lished primacy over time-honored com-
mitments to provide a safety net for
our fellow citizens.

Medicare became the most conven-
ient laboratory for conducting these
tax breaks. The Republican Medicare
plan cuts the program three times
more than necessary to keep it solvent
through the year 2006. just to pay the
freight for the tax breaks.

The Republican reconciliation bill
doubles the premiums under part B
Medicare. It doubles the deductibles
under part B. It increases the Medicare
eligibility age from 65 to 67. all for the
tax breaks.

And on October 2. in an editorial in
the New York Times. the Times states,
and I quote:

Right now. Medicare makes up less than 12

percent of the Federal budget. But Medicare
cuts account for more than twice that per-
centage of the lower spending in the Repub-
lican approved budgets over the next 7 years.
Not withstanding Mr. Gingrichs appeal. the
facts clearly demonstrate that health pro.
grams for the elderly are bearing a dis-
proportionate share of the austerity pushed
by the Republicans.

Mr. President, I ask unanimous con-
sent that the full editorial that I have
referenced in the New York Times be
printed in the RECORD at the conclu-
sion of my remarks.

The PRESIDING OFFICER (Mr.
FRIST). Without objection, it is so or-
dered.

(See exhibit 2.)
Mr. EXON. Mr. President. the shock-

ing truth is that more than 88 percent
of the Republican mandatory cuts
come from means-tested programs.
those which serve predominantly low-
and moderate-income Americans. and
from Medicare, where three-quarters of
the beneficiaries have annual incomes
under $25,000.

A Joint Economic Committee study
also concluded that the poorest fifth of
Americans would shoulder fully half of
the proposed program cuts, for an aver-
age loss of nearly $2,500 per family in
the year 2002. There are no breaks for
these folks in this Republican bag of
tricks.
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The Republicans trumpet that their

tax breaks will benefit all Americans,
especially the middle class. The truth,
however, sounds a different note, and it
is definitely Sour.

Last week, the Joint Committee on
Taxation confessed that families mak-
ing up to S30.000 a year—and that is
about half of all taxpayers—would ac-
tually see their taxes go up under the
Republican tax plan. Yes, Mr. Presi-
dent. their taxes would go up. They
would pay more for increased Medicare
premiums and deductibles. They would
pay more for new student loan fees.
They would pay more for higher taxes
on State and local employees. They
would pay more for higher contribu-
tions for CI bill benefits.

What about the other side of the gild-
ed reconciliation bill? The Treasury
Department estimates that nearly
half—nearly half—of the Senate's tax
breaks would go to 12 percent of the
American families making $100,000 a
year or more.

The New York Times also said, and I
quote:

The Republicans are rushing through Con-
gress the greatest attempt in modern history
to reward the wealthy at the expense of the
poor.

Earlier in my statement. I mentioned
that the Republicans are not only pit-
ting young against old and rich against
the middle class, but Our rural areas
against urban industrialized centers
throughout the many States of our
great land.

This Republican reconciliation bill is
a cruel joke. above everything else,
upon rural America. More than 9 mil-
lion rural Americans will pay higher
out-of-pocket costs for second-class
Medicare programs. The typical rural
hospital could find its annual budget
cut by a third, forcing many to close
and causing many physicians to leave
and to never return. Medicaid cuts will
eliminate coverage for 2.2 million rural
Americans, including 1 million chil-
dren. Net farm income will decline by
$9 billion over the next 7 years. And for
what, Mr. President? Once again, for
the almighty tax breaks for the
wealthy.

The evidence clearly keeps mount-
ing. It is compelling. It is heart-
wrenching. This reconciliation bill is
wrong for our great Nation. For the
good of our Nation, it should be de-
feated. At a time when we should be
formulating a balanced budget that
unites America and unites its people,
this one only seeks to divide us.

We know that this reconciliation bill
will be vetoed by the President. Those
of us who reject the extremism of the
day, both Republicans and Democrats,
should be looking beyond this doomed
reconciliation bill. We should be look-
ing to a workable alternative, a com-
promise. We should be looking toward
building on the structures and values
of Our great Nation, not tearing them
down.

I have offered before, and I offer
again now, to my Republican col-
leagues: Come, let us reason together
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and develop a true and workable com-
promise. If we can stop this Republican
juggerr1áut and stop it now. w caret
on with fashioning a reasonable for-
mula to balance the budget.

The PRESIDING OFFICER. The Sen-
ator has used his time.

Mr. EXON. I allocate myself 2 addi-
tional minutes.

Mr. President. if we pass this bill, it
will certainly receive a Presidential
veto, and we will belatedly start all
over again.

The American woman of letters, Lil-
lian Hellman. once commented: '1 can-
not and will not cut my conscience to
fit this year's fabric."

Nor will I. Mr. President. I will vote
against this budget. and I urge my col-
leagues to do the same.

I reserve the remainder of my time,
and I yield the floor.

EXHIBIT 1

U.S. CONCRESS.
CONCRESSIONAL BUOCET OFFICE,

Washington. DC, October 20, 1995.
Hon. J. JAMES EXON.
Ranking Minority Member, Committee on the

Budget, US. Senate, Washington. DC.
DEAR SENATOR: Pursuant to Section 205(a)

of the budget resolution for fiscal year 1996
(H. Con. Res. 67), the Congressional Budget
Office on October 18 provided the Chairman
of the Senate Budget Committee with a pro-
jection of the budget deficits or surpluses
that would result from enactment of the rec-
onciliation legislation submitted to the
Budget Committee as of that date. As stated
in the letter to Chairman Domenici, CBO
projected that there will be a total-budget
surplus of $10 billion in 2002. using the eco-
nomic and technical assumptions underlying
the budget resolution, and assuming the
level of discretionary spending specified in
that resolution. If the estimated Medicare
savings in 1996 through 2002 resulting from
the legislation submitted by the Finance
Committee were excluded from the calcula-
tion. CBO would project a deficit of $82 bil-
lion in 2002. Similarly. if any other savings
submitted to the Budget Committee were ex-
cluded from the calculation, CBO would
project a higher deficit.

CBO also stated in the letter to the Chair-
man that the estimated deficit reduction
would likely reduce federal interest costs
and increase revenues by an amount Similar
to the riscal dividend that CBO discussed in
its August report. The Economic arid Budget
Outlook: An Update. If deficit reduction in
each year were lower by the amount of the
estimated Medicare savings (and the associ-
ated debt service), the fiscal dividend would
likely be lower than the estimated CBO pub-
lished in August.

If you wish further details on this projec-
tion. we will be pleased to provide them. The
staff contact is Jim Homey, who can be
reached at 226-2880.

Sincerely.
JuNE E. O'NEILL.

EXHIBIT 2

[From the New York Times. Oct. 22, 1995J
CLASS CONFLICT IN WASHINCTON

How touching it was for House Speaker
Newt Gingrich to appeal for brotherly love
at the end of the titanic debate over Medi-
care last week, We want no class warfare."
he declared. We want no conflict between
generations.' Even by Mr. Gingrichs stand-
ards. this was a remarkable statement. The
Republicans are rushing through Congress
the greatest attempt in modern history to
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reward the wealthy at the expense of the
poor. They are also sacrificir.ig the health
needs of the elderly to pay for a tax cut for
the affluent. Incredible. Mr. Giiigrich was ac-
cusing the Democrats of formenting class and
generational resentments by pointing this
Out. President Clinton can do no less than
veto the Republican legislative package that
isroaring toward passage in Congress.

We have long argued that Medicare, the
health insurance program for elderly Ameri-
cans. is in need of reform. Many Republican
ideas for introducing competition into the
health care system and forcing providers to
deliver care more efficiently are sound. But
the cuts being pushed through Congress are
so big they threaten to dry up money for
medical training, devastate nursing homes
and drive hospitals arid doctors away from
taking care of Medicare patients. Right now,
Medicare makes up less than 12 percent of
the Federal budget. But Med:icare cuts ac-
count for more than twice that percentage of
the lower spending in the Republican-ap-
proved budgets over the next: seven years.
Notwithstanding Mr. Gingrich's appeal. the
facts clearly demonstrate that health pro-
grams for the elderly are bearing a dis-
proportionate share of the au;terity pushed
by the Republicans.

The charge that Democrats have been
playing on American resentments has also
been sounded by Bob Dole, the Senate major-
ity leader, who recently accused Mr. Clinton
of encouraging 'envy and class warfare." He
made it sound almost Marxist to discuss
which classes gain and which lose in any leg-
islation. True, the Democrat:s are playing
the politics of winners and losers,but their
criticisms are rooted in a certain reality.

It was the Republican-controlled Joint
Taxation Committee that acknowledged last
week that families making up to $30,000.
about half of all taxpayers. would actually
see their taxes go up under the tax package
heading toward approval in the Senate. The
reason is that the Republicar.s are insisting
on scaling back the earned-income tax cred-
it, which goes to low-income workers to keep
them Out of poverty. The Trasury Depart-
ment estimates that nearly half the Senates
$43 billion in tax cuts, meanwhile, would go
to the 12 percent of Americans in families
earning $100,000 or more.

On the spending side, it takes ideological
blinders to argue that Republicans are not
waging their budget wars on the poor. The
budget bills racing through Congress embody
a gargantuan $1.1 trillion in spending cuts
over the next seven years. according to the
nonpartisan Congressional Budget Office.
Out of this sum. the Center on Budget and
Policy Priorities. a liberal group. estimates
that welfare. Medicaid. food stamps. housing
and other programs for the poor are being
cut by 37 to 47 percent. That is far more than
seems fair given that only 21 percent of the
Federal budget is spent on the poor.

Another way of looking at: this is to see
how the Republicans are approaching the
two biggest health care programs in the
country. Medicare is for everyone and Medic-
aid is for the poor. Both have been growing
Out of control and have to b reined in. But
cost estimates of the Congressional Budget
Office show that Medicare is being kept by
Republican legislation at a 6.4 percent
growth rate in the next several years and
Medicaid is being kept as a 4 percent growth
rate. There is no way to see this except as a
deliberate effort to inflict greater hardship
on those delivering health care to the poor.

The Republican Congressional handiwork
of the last week provides a reminder of a
grim truth. It is much easier to destroy
something than it is to create it. Reform of
many of these programs is surely in order.
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But reform is certain to be undermined if it
is coupled with a reactionary redistribution
of government resources.

In the coming weeks and months, the
House and Senate will be struggling to rc-
oncile their differences and put them in one
massive piece of legislation. possibly attach-
ing it to a measure keeping the Unitcd
States Out of default. Mr. Clinton must not
be rattled by the threat. If he stands firi,
the Republicans will be forced to scale back
their assault and confront the reality that a
huge and regressive tax cut is inappropriate
as a matter of social equity and fiscal com-
mon sense.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, under

the unanimous-consent agreement, we
have almost 1 hour on this side?

The PRESIDING OFFICER. Fifty-
nine minutes.

Mr. DOMENICI. I yield myself 15
minutes. and then I am going to excuse
myself for a half hour or so and see
what we can negotiate with the Demo-
crats in terms of a more orderly proc
ess than confronts us today.

Mr. President. to all those interested
in todays debate, let me suggest th
other side. including my good friend,
Senator ExON. plays very loose with
words like 'truth' and 'right." As a
matter of fact, before this debate is fin-
ished, I believe most of the contentions
about the poor and about the rich will
be dispelled and be disposed of. I think
the Joint Committee on Taxation will
acknowledge before this day is out that
their estimates of the tax bill were
wrong and based on erroneous assump
tions. I believe we will prove that this;
is a fair budget.

Frankly. for those who think only of
10 days and of the next election, obvi-
ously they can come up with some
thing much easier. But we are not talk-
ing about 10 days and the next election:
we are talking about 10 years. we are
talking about 50 years, and we are
talking about our children and grand-
children.

Anybody who does not want to do
that and wants tojust say to America,
"Don't worry about it. seniors, don't
worry about it: we have amendments
that will leave everything status quo."
just listen. That is how America will
fall. That is how America's money will
become worthless. That is how interest
rates will skyrocket. That is how our
standard of living, which is already in
jeopardy for a lot of things, will come
falling and tumbling down. Because if
we do not tell the truth about the fact
that we are incurring debt at such an
outrageous amount, we are saying we
are talking about only 10 days or 6
months, do not worry about 10 years,
do not worry about the future, worry
about politics.

I believe when we are finished and
when the President of the United
States finally agrees to a real budget,
the seniors are going to say, What was
this argument all about?" Medicare
will be intact. Seniors will be taken
care of across the land and, yes, they
may be even surprised. They may de-
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cide to join some institutions that will
deliver services differently, and they
may save money. As a matter of fact,
they may find in the next 2 or 3 years
that they get more care and better care
than under the Medicare Program we
have today.

Let me dispose of two items. The dis-
tinguished Senator from Nebraska says
we are doing all these things to the
poor people of the country. I assume he
is suggesting that we are cutting food
stamps, child nutrition, AFDC. and
that he really means they are being
cut.

I want to insert in the RECORD just
one simple chart. Food stamps. AFDC.
child care, child nutrition. SSI, Medic-
aid, and EITC. In the year 1996. we will
spend $195 billion on those programs.
The next year. $202 billion: the next
year, $211 billion: the next year. $221
billion; the following year. $235 billion.
In summary, by the year 2002, these
programs, which today are at $195 bil-
lion, will be $253 billion. Now, that is
not contending anything. It is merely
stating the facts of this reconciliation
bill, as found by the Congressional
Budget Office.

How about hearings? Just one little
statement about hearings. The last
time the Democrats controlled this
body, they did the President's bidding.
I believe some of them are sorry they
did because, of late, he has suggested
they had been duped. He did not want
all those taxes you all voted for—only
$270 billion, the largest tax increase in
history. He is suggesting that some-
body made him do it. As an aside. I
want to say to the Democrats in this
institution that that is not only bunk,
he actually asked for $360 billion; you
reduced it to $270 billion, because he
had the Btu tax in there.

Mr. MOYNIHAN. Against my better
judgment. We reduced it against my
better judgment.

Mr. DOMENICI. Senator MOYNIHAN
wanted to keep it higher. This is the
chronology for the budget process.
When they were in control, the number
of hearings held by the then Democrat
Budget Committee was 7; the number
we held was 22. The number of wit-
nesses who offered testimony In the
Senate Budget Committee, throughout
their hearings, was 10; we had 110. The
number of days the Budget Committee
spent in markup, they had 3: we had 4.
giving them more opportunity to ex-
press themselves. The number of days
spent in conference. they had 6; we had
18. We make no apologies with ref-
erence to hearings. We had plenty of
hearings and the Budget Committee set
the targets.

Mr. President. I want to suggest. by
using just two quotes, what this issue
is about. Thomas Jefferson said:

The question of whether one generation
has the right to bind another by the deficit
it imposes is a question of such consequence
as to place it among the fundamental prin-
ciples of government. We should consider
ourselves unauthorized to saddle posterity
with our debts and are morally bound to pay
them ourselves.
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That is what this debate is about. Do

we want to pay our debts, or do we
want our children and grandchildren to
pay for the Government we want to
give to people that we cannot afford?

To put it another way. a modern law-
yer and thoughtful person on Amen-
ca's Constitution, Laurence Tribe,
philosophically a liberal lawyer from
Harvard, said:

Given the centrality in our revolutionary
origins of the precept that there should be no
taxation without representation. it seems es-
pecially fitting in principle that we seek
somehow to tie our hands so we cannot spend
our childrens legacy.

Now. we are bent today and tomor-
row on this floor to decide what kind of
legacy we are going to leave our chil-
dren—a legacy of debt, of diminished
standard of living, a legacy which says
to them. We want you to work per-
haps 30 or 40 percent of your working
lives to pay our bills," for they will
have to do that. It is estimated. Mr.
President. that every child born today
will spend at least $100,000 in new in-
come tax to pay just the interest on
the national debt. What kind of legacy
is that? Is that a legacy that should
permit us to hide from reality and to
say to our seniors and our young people
and our veterans and our students—
every American— 'You do not have to
worry about it. we are going to leave
everything alone. Whatever you are
getting from your Government. you
can keep getting." The legacy for that
kind of leadership is a bleak future for
the greatest Nation on Earth—$4.7 tril-
lion in debt, and rising at the rate of
$420 million a day: $420 million a day,
just tick it off, tick it off. We will be
here for 2 days. so that is $420 million
times two while we decide a Repub-
lican proposal that says we have to
stop it.

Now. before you pass judgment, fel-
low Senators and fellow Americans,
about the bill and the summaries that
will be given from the other side, hear
from those who put the package to-
gether and put the programs together
on our side. Somewhere you can pass
judgment upon whether we are being
fair or unfair. I believe you will come
down on the side of saying that this is
fair to our children and to our chil-
dren's future, and everybody has to be
part of the change that will bring that
into fruition a couple of nights from
now.

I must say to the President of the
United States that veto and veto
threats, as you might want to issue
them day by day, do not get you a bal-
anced budget: nor does it get you close
to eliminating a legacy for our chil-
dren and grandchildren of servitude. or
perhaps a partial servitude of that next
generation to ours, for they will work
to pay our bills. Mr. President. is that
the kind of leader you want to be?
Democrats on the other side, is that
what you want to be? You are going to
bring before us, one at a time, amend-
ments to strike pieces of this, and each
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one is going to sound neat. sound wor-
risome. I hope every single one of them
is defeated, and I hope we take this
budget resolution to conference and
then to the President of the United
States and let us see what he does; let
us see what he offers. Mr. President, we
extend that to you now. and we say it
is going to happen. So get ready, Mr.
President. Be prepared for what you
are going to do when we give you this
package. Fellow Democrats, we under-
stand you differ with us. We will try
our best to be truthful and to point Out
where you are wrong. In many of the
statements made to the American peo-
ple you are wrong on the facts. We will
try to get them before you.

Having said that. I assume I have
used 15 minutes. is that correct?

The PRESIDING OFFICER. The Sen-
ator has used 11 minutes.

Mr. DOMENICI. I do not want to re-
serve any of my time.

Mr. KENNEDY. May I have 15 sec-
onds for a question?

Mr. DOMENICI. Sure.
Mr. KENNEDY. I am wondering when

the Senator is going to explain the jus-
tification for the tax cuts. I have been
on the floor listening to the justifica-
tion that the Senator has given, with-
out a single word about what the jus-
tification is in this bill for the tax cuts
for the wealthiest individuals. I have
not heard a discussion about the impli-
cations of that in those terms.

Mr. DOMENICI. You can rest assured
that we will answer that. Many issues
have been raised, and I am trying to
give an overview. That will be an-
swered a number of times.

Mr. MOYNIHAN. Could it be that you
delegated that joyous task to the
chairman of the Finance Committee?

Mr. DOMENICI. My friend knows
that each committee does their work.
He is in charge of that work. I will not
take a back seat to anybody on ex-
plaining the tax bill. I do not know it
in detail, but I think it is a very good
tax bill. When the American people un-
derstand where the tax cuts really go.
they are going to find out that what we
said we would do was get a balanced
budget. and we did: and then the eco-
nomic dividend that comes from that.
we would use to give American people
back some tax dollars so they could
spend it themselves. We think the tax
writing committee has come very close
to doing that in a way that almost all
of that money will go to middle-income
Americans. making $110,000 and under.
We will show that unequivocally, and I
believe the Joint Tax Committee will
be saying that, too.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska [Mr. Ex0N] is rec-
ognized.

Mr. EXON. Mr. President, point of in-
quiry; how much time does the Senator
from Nebraska have under the unani-
mous-consent agreement in place now?

The PRESIDING OFFICER. The Sen-
ator from Nebraska has 14 minutes.

Mr. EXON. Mr. President, upon his
seeking recognition, I ask unanimous
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consent the Chair recognize the Sen-
ator from New York. and the remain-
ing time under my discretion is 1ló-
cated to the Senator from New York.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOMENICI. Mr. President. one
observation, please and then I yield the
time that Senator BROWN desires, with
the Senator from Michigan controlling
our time after that.

Mr. President, I forgot to mention on
the tax cuts, obviously the President
thinks the taxes were raised too much
last year under his proposal. One way
of looking at it, we are getting set to
right that wrong which the President
complained about in Houston, about
which he was beginning to say he
should not be blamed for that tax in-
crease.

We will accommodate and reduce
some taxes so that maybe he can sup-
port us on that.

I yield to Senator BROWN.
Mr. BROWN. Mr. President, I rise for

just a short comment because I think
it is important for the American people
to keep this perspective in mind.

This package has been attacked by
those opposed to it. That is the privi-
lege and indeed the obligation of Mem-
bers who find this unacceptable. No one
should be fooled as to the contents of
this package. This package ensures
that Federal spending goes up 3 percent
a year instead of 5 or 6 percent.

Now, some Members find that unac-
ceptable, some find that cruel and in-
humane. As a matter of fact, the de-
scription that was just given by the
Democratic Budget Committee leader
compared the package to Rosemary's
Baby'—a look-alike dream child.'

Mr. President. indeed. there are some
Americans, particularly in Congress.
particularly on the spending side, who
think that increasing spending only 3
percent a year is the worst thing that
has ever happened in Western civiliza-
tion. We will hear a lot about that in
debate.

The American people ought to keep
in mind what this is. This is a plan to
increase spending 3 percent a year in-
stead of 6 percent a year. The dif-
ference is our future. By controlling
the increases to a moderate rate we are
able to offer a future to our children
and our grandchildren. We are able to
focus on the deficit. Mr. President,
without doing that we consume their
future with debt, deficits, and eco-
nomic stagnation.

Mr. President. I simply want to make
one other point that I think is relevant
to this debate and very important. I
hope the American people who listen to
this, who listen to the rhetoric that
has been made about this budget plan.
will understand that we are not talking
about cuts in most programs. What we
are talking about is slowing the rate of
increase.

In the discussion of tax cuts, let me
simply mention that I hope Members
will be on guard, or Americans will be
on guard. as they listen. I have heard
the most incredible debate of the tax
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cuts that I have ever heard or I ever
thought I would hear in my life.
Pinocchio's nose would be a world-
record length if he had to listen to the
discussions that we have had put on.

Let me give an example. I have heard
of tax credits that are not yet imple-
mented as being called increases in
taxes. That is ludicrous. I have heard
welfare programs that are being con-
trolled in the rate they spend money as
being increases in taxes.

Mr. President. an increase in spend-
ing is an increase in spending. A cut in
spending is a cut in spendirg. Frankly.
the American people have the good
judgment to see through this kind of
rhetoric.

What we need are real valid esti-
mates. What we need is a solid budget
that gets us where we want to go.

Mr. President, there is only one
budget that is considered here today
that will do that. There is only one
budget that has been cert;Lfied by the
Congressional Budget Office as meeting
those targets. There is only one alter-
native that brings us to a real balanced
budget. That is the budget before us.
This is the only game in town,

Are there critics? Of course there are
critics. Are there people who simply
cannot live with limiting growth of
Federal spending? Of course there are.

Everyone knows this country does
not have a future if we do not do the
kind of things that are in this budget.

The question is whether or not we
will act for blue smoke and, mirrors, for
invalid assumptions that the President
suggests, or whether we will opt for the
real thing.

Mr. President, this is the real thing.
It offers a future to Americans. I retain
the balance of our time.

Mr. MOYNIHAN. Mr. President, we
are awaiting the arrival cf the distin-
guished chairman of the Finance Com-
mittee who will set forth the proposals
of the tax cut in this measure.

I say to my friend from Colorado that
it might surprise him, there are those
on this side of the aisle who see the
debt crisis in the same crisis terms
that he does and have a feeling that we
know when it arose in the 1980's. and it
was not from this side of the aisle—and
we want to get hold of it.

We do not think you can solve a defi-
cit problem by cutting taxes.

Mr. BROWN. Mr. President. I simply
observe—and I greatly re;pect the dis-
tinguished Senator from New York.
both his intellect and h.s integrity—
from this Member's viewpoint, I be-
lieve an objective review of the pro-
grams that have risen in increased
spending would indicate that the pro-
grams that are in question were not
adopted during the 1980's.

I think any objective review of the
question of the deficit will indicate
that.

Second, I observe that there were
valiant efforts made during the 1980's.
a few by this Member. I am not sure I
describe my efforts as valiant but they



October 25, 1995
small farmers create income for one
family. It is not like the economy does
in an industrial job. one income for a
family with $50,000 investment and
somebody else is investing it, some-
body else is managing it: or in a service
job where the economy needs ory
$10,000 or $15,000.

We are also providing, in this bill.
tax changes that are meaningful in
ending the marriage penalty for non-
itemizers. We are answering the pleas
of a lot of young people everywhere
who want to know why their Govern-
ment is penalizing them for exchanging
marriage vows.

This bill says we are not going to tax
reasonable dues to farm organizations.
This IRS ruling, as stupid as it is, cre-
ates a lot of problems for a lot of co-
operatives and nonfarm organizations
out there. Just like the Presidents tax
increase last year—albeit in that in-
stance it was something passed by a
Democrat controlled Congress, and not
some uninformed ruling by the Inter-
nal Revenue Service.

Finally, I would like to highlight
that this bill also improves and ex-
pands IRA's. We are reinstating an IRA
to which working people can make tax-
deductible contributions. Even home-
makers and even nonworking spouses
will be able to make contributions for
the first time ever. There will be pen-
alty-free taxable withdrawals for quali-
fied uses,

Everyone knows that we need to dou-
ble the current savings rate of 4 per
cent. Young people in my State know
that they will have to save for their
own retirements while they are financ'
ing the retirements of baby boomers,
and the IRA incentives in this bill will
provide the opportunity. Expanding
and strengthening the individual re-
tirement accounts is something I sup-
ported for many years. I am glad to see
those efforts bear fruit, and I com-
pliment the new chairman of the Fi-
nance Committee, Senator ROTH, for
getting that job done.

The PRESIDING OFFICER. The 10
minutes of the Senator has expired.

Mr. GRASSLEY. I am going to yield
the floor. I am not done, but I want to
inform my colleagues I have spoken all
I wanted to on the tax provisions. I do
have something I want to say on the
Medicare provisions, and I will get
time on that later on.

Mr. MOYNIHAN. Mr. President, I
yield myself the balance of the opening
Democratic time. I had hoped to speak
in response to my good friend, the dis-
tinguished chairman of the Finance
Committee. He is unavoidably de-
tained. So r will go ahead as if in rebut-
tal.

But first to continue the exchange I
was having with the Senator from Col-
oi-ado. there are those on this side of
the aisle who are deeply offended by
the continuing deficits which have in-
creasingly produced stalemate in our
Government. This sequence began in
the late 1970's. early 1980's. and there
was an idea behind it—the idea was
that, if you wanted to paralyze the
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Federal Government you simply put it
into a paralyzing debt by the reduction
of revenues and simultaneously in-
creasing spending on defense and such
matters. Indeed, that happened. We
forecast it. We tracked it. And we are
here today to say that it is the case.

Just a few years ago in a wonderful
book 'The Deficit and the Public Inter-
est." Joseph White. and the late re-
vered Aaron Wildavsky, said: Strife
over the deficit has affected procedure
as well as policy, monopolizing the
congressional agenda, encouraging
paralyzing and deceptive legislation
like Gramm-Rudman, frustrating our
public officials, and stalemating the
Government.'

As regards deceptive legislation. Mr.
President. I have to place this present
proposal in that category. We are not
balancing the budget. We are adding
$700 billion to the debt in the next 7
years. One of the ways we are doing it
is. while talking about the deficit,
while talking about the debt, we are
going to cut taxes. Well, no. No. Mr.
President. I correct myself. I correct
myself. We are going to raise taxes on
half the population, and cut taxes on
the other half.

Mr. President, here is a table from
data produced by the Joint Committee
on Taxation, which is an authoritative.
intermittently nonpartisan, body
which calculates the effects of tax
measures taken by the Committee on
Ways and Means and the Committee on
Finance. In the course of our markup,
as we say, voting Out the tax bill. I re-
quested that the Joint Committee give
us the distribution of the $245 billion
tax cut. and they did, including the re-
ductions in the earned income tax cred-
it which are tax increases, in my view.
If you have to pay more tax, you have
had a tax increase.

Sir here is the data: 51 percent of
American taxpayers will have a tax in-
crease: 49 percent will have a tax de-
crease. How we can do this, and then
talk about fiscal responsibility eludes
this Senator.

Now a second table from the Treas-
ury, showing the actual distribution of
the tax cuts and tax increases across
the population of taxpayers. by in-
come. It shows a tax increase for tax-
payers with incomes of $30,000 or less. I
should point out that according to the
analysis of the Joint Committee on
Taxation. 51 percent of American tax-
payers make $30,000 or less. Once we
get above $30,000. then we see tax cuts
for everyone.

I am embarrassed for my friends on
the other side of the aisle. This is a
caricature. A comic Democrat might
have come along and have said, Let
me show you what a Republican tax
cut looks like."

Families with incomes above $200,000
will have a tax cut of $3,416. Families
with incomes under $10,000 will have a
tax increase. That simply is unaccept-
able.

Mr. President. the distinguished
chairman of the Budget Committee
earlier spoke about what Thomas Jef-
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ferson had to say on the subject of
debt. I have not met Mr. Jefferson. but
you can sense his presence in these pre-
cincts. The Senator said what Lau-
rence Tribe has said about the accumu-
lation of debt. I taught at the same
university, and I know him well. And
the legacy of debt of which the chair-
man spoke—we are the ones appalled
by that legacy. We did not create it.

At the end of the 1970's. at the end of
the administration of President Carter,
the national debt was in the neighbor-
hood of $800 billion. That was at the
end of nearly two centuries in this Re-
public. After 15 years it is now ap-
proaching $5 trillion. That did not hap-
pen accidentally, and it did not happen
as a consequence of activities on this
side of the aisle.

To the contrary. 2 years ago the
Democrats put together, in the Omni-
bus Budget Reconciliation Act of 1993,
a combination of program spending
cuts and 'tax increases' —I do not for-
bear to use the term—of $500 billion.
And we brought a deficit, which in that
year. in fiscal 1992 was $290 billion. We
started a glidepath down to where this
fiscal year just concluded, the deficit
will be somewhere between $160 and
$170 billion. We cut the deficit in half.

In consequence of what we did the
so-called deficit premium on interest
rates was reduced. The deficit premium
is simply that extra charge which lend-
ers exact when governmental deficits
are running very high—because in the
end the way governments typically
have handled their debt was through
inflation, to wipe it out, wipe out the
currency, and wipe out the society fre-
quently. But it happens. It happened
enough that this premium exists. The
deficit premium' being charged on in-

terest rates went down, and resulted in
a savings to the Federal Government of
about $100 billion more. So in total we
achieved deficit reduction of $600 bil-
lion as a result of the 1993 legislation—
passed without a single Republican
vote.

What have we to show for that? First.
let we say that the average length of
recovery for 10 postwar business cycles
has been 50 months, but the current re-
covery has now lasted 55 months and is
still going. The annual rate of growth
in real gross domestic product has been
3.3 percent, more than twice what it
was in the previous 4 years. Unemploy-
ment has fallen to 5.6 percent. which is
very close to full employment. The an-
nual inflation rate has dropped to 2.5
percent.

If you correct for the CPI overstate-
ment, you may have something very
close to zero inflation. The New York
Times this morning devotes a lead arti-
cle in its business section to it. Has
inflation finally been whipped?" It did
not just happen. It was made to happen
by what we did in 1993, and we do not
apologize for a thing. We would rather
state we have shown the way—shown
what you can do. if you have the cour-
age to govern. There are things in this
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present proposal from the majority
with which I would disagree. There are
things with which I would not disagree
in the least. I do not object in the least
to the statement of the Senator from
Colorado that a reduction in the rate of
increase is not a cut.

However, to cut taxes is an act of un-
forgiven irresponsibility. I did not say
unforgivable.' I said the consequences

will be unforgiving at this moment in
our business cycle expansion. We do
not need to do this and, Mr. President,
we would not be doing it save for the
House of Representatives.

In our hearings on this subject, in the
Finance Committee, one Republican
Senator after another said no, we have
to bring the budget into balance. This
is no time to cut taxes.

We do not have to stimulate the
economy. The economy is in its 55th
month of expansion; we are practically
at full employment: inflation has prac-
tically disappeared. Business invest-
ment is at the highest rate in 30
years—investment savings is at the
highest rate in 30 years. This is not the
time to get into an inflationary stimu-
lus. We know enough about our econ-
omy to know that.

One Senator after another from the
other side of the aisle said no, cer-
tainly not: we would never pass a $245
billion tax cut. And then we learned
that—and I do not mean in any way to
seem to ridicule, but it turns Out that
the Contract With America written in
the other body required this tax cut.
And so here it is today. But it is not a
tax cut for all. It is a tax cut for half
the population and a tax increase for
the other half. That surely is some-
thing we would not wish to do in ordi-
nary circumstances.

Has the prospect of a Presidential
election brought us to this? I hope not.
Mr. President. I hope we would not be
doing things we are doing in the proc-
ess of cutting, cutting Medicare as
much as we do, cutting Medicaid as
much as we do.

Mr. President, before this decade is
out, we are going to have a crisis in our
teaching hospitals and our medical
schools because of the measures in this
bill. We currently have in Medicare a
provision to provide medical schools
and teaching hospitals with some extra
support. We currently have a provision
on disproportionate share which in ef-
fect compensates those hospitals. in-
cluding teaching hospitals, that treat
large proportions of the uninsured.
They are already in a precarious finan-
cial position, and the bill before us will
exacerbate their problems. They will
be in genuine jeopardy if this bill be-
comes law. At the greatest moment of
medical science for this country's in-
stitutions, we are decimating their fi-
nances in order to give a tax cut to
people with incomes over $200,000.

Sir. I believe my time has expired.
The PRESIDING OFFICER. The Sen-

ators time has expired.
Mr. MOYNIHAN. I thank the Chair

for its courtesy, and I hope I will have

the attention of my friends on the
other side of the aisle. It is not too, late
to do the right thing.

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Could I inquire as to

how much time is remaining?
The PRESIDING OFFICER. Thirty

minutes of the 1 hour remains.
Mr. ABRAHAM. Mr. President. I will

take 2 minutes on our side and then I
will yield the remainder of our time to
the Senator from Delaware. I use my 2
minutes very briefly to be responsive
to some of the comments that have
been made here already about the na-
ture of the tax cut. I am sure the Sen-
ator from Delaware. the chairman of
the Finance Committee, will elaborate
in more detail. But I was very con-
cerned recently when I began to see
this chart appear and some of the com-
ments related to it that suggested
somehow the tax cut that is being pro-
posed as part of this reconciliation bill
would disproportionately fall on the
shoulders of the less affluent and tre-
mendously benefit the wealthiest
among us which is the frequently used
term that we hear.

So I said to myself, gee. that does not
sound like the tax bill the Finance
Committee passed. And indeed. I then
began looking into the tax bill the Fi-
nance Committee passed. and accord-
ing to the Joint Tax Committee cal-
culations, in the first year of this tax
bill 90 percent of the tax cuts will go to
people whose earnings are below
$100000 a year. Over three-quarters or
77 percent of the proposals tax cuts
will go to those making under $75,000 in
the first year. Less than 1 percent of
the proposal's tax cuts will go to those
making over $200,000 in the first year.
Over four-fifths, 84 percent, of the pro-
posals tax cuts will go to those mak-
ing under $100000 in the first 5 years: 70
percent of the proposal's tax cuts will
go to those making under $75,000 in the
first 5 years. and so on and so on.

Indeed, charts and statistics can al-
ways yield certain kinds of inferences.
but those are the actual numbers that
the Joint Tax Committee produced
when it evaluated this plan.

I said maybe there has to be a dis-
crepancy here. What could it be? Let
me look at the individual provisions of
this tax cut and see. In order to fulfill
the numbers we have been hearing,
they must all be tax cuts that benefit
the wealthiest people in America. So I
looked and I found a $500 per child tax
credit: $141 billion of the total tax cut
is the child tax credit, and it is phased
out for people beginning at family in-
comes of $110,000.

The PRESIDING OFFICER. The Sen-
ator's 2 minutes have expired.

Mr. ABRAHAM. I would yield myself
1 additional minute.

In addition, we have an adoption
credit, marriage penalty relief, student
loan interest deduction, individual re-
tirement accounts, and countless other
provisions in the bill that are aimed at
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people in the income categories I have
already referenced, primarily people
making under $75.000 a year and to a
large extent, approximately 85 percent
of this tax cut to people making less
than $100,000 a year. It is a middle-class
tax cut.

That is why yesterday, in describing
the reconciliation bill, the Washington
Post in referencing the tax sections de-
scribed it as family friendly. It is fam-
ily friendly to middle-class families, to
people who have felt the squeeze for so
many years. That is why it is part of
this legislation and why we are sup-
porting it,

Mr. President, at this time I yield
the remainder of our side's time to the
Senator from Delaware, the chairman
of the Finance Committee.

ORDER FOR MORNING BUSINESS
Mr. ROTH. Mr. President, I ask unan-

imous consent there now be a period
for the transaction of routine morning
business with Senators permitted to
speak for up to 10 minutes each.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. MOYNIHAN addressed the Chair.
Mr. ROTH. Mr. President, I would

like to make a further unanimous-con-
sent request to finish my statement as
in morning business for up to 10 min-
utes, and have my remarks appear in
the RECORD as uninterrupted.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. I would say. morning
business will be until 1:15.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The Senator from Delaware.

PRIVILEGE OF THE FLOOR
Mr. ROTH. Mr. President. I ask unan-

imous consent that Mr. Andrew
Eschtruth, a detailee to the Senate Fi-
nance Committee from GAO, be grant-
ed Senate floor privileges for the dura-
tion of the Senate's consideration of
the budget reconciliation legislation.

The PRESIDING OFFICER (Mr.
ASHCROFr). Without objection. it is so
ordered.

A MOMENTOUS TIME
Mr. ROTH. Mr. President, this is cer-

tainly a momentous time. Change is
the order of the day. And it is a time to
renounce old and unworkable programs
and philosophies and adopt those that
will move America forward, those that
will offer prosperity, security. oppor-
tunity. and growth to our families and
to our communities.

As Henry George once said. The
sailor who raises the same sail regard-
less of changes in the direction of the
wind will never reach his port."

In this Congress. we have not only
trimmed the sails but we have set a
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bold new course for the future. For the
first time in more than a decade, we
are serious about balancing the budget.
and we have a plan to do it. For the
first time in 50 years. we have changed
the dynamics of the welfare State. cre-
ating incentives that encourage work
and strong families, incentives that
balance rights with responsibilities.

At last, we have changed the ques-
tions concerning Government. No
longer do we ask: How big can we
make it?" No longer do we ask: How
can we control the States? How can we
concentrate more power in Washing-
ton?"

These are not the questions anymore.
Rather, the new questions are: 'What

is Government's proper role? How cn
we make it more cost-effective and ef-
ficient? And what do we need to do to
create an environment of security for
those who legitimately need Govern-
ment assistance but an environment
for economic growth and opportunity
for the valiant taxpayers who provide
that assistance?" And for the first time
in my memory. we are returning power
back to where it belongs, back to th
States.

This is what we were sent here to dc.
It is the message we heard last Novern-
ber. And the job is getting done. At
home we have energetic Governors
with innovative plans, many with suc-
cess stories. We have friends, neigh-
bors, and constituents who want, once
again, to feel like they have a powerf.il
voice in the system. These are men and
women who over the years have come
to build this franchise as their Govern-
ment has moved further and further
away.

We are in the process of putting the
power back where it belongs, in the
States, where our friends, our neigh-
bors, our constituents have a stronger
voice and are more active.

As I watched this 104th Congress
move forward, I have thought on many
occasions that I can think of no other
Congress in which I have been more
honored to call myself a Member than
this one. And I am grateful for my col-
leagues. colleagues on both sides of the
aisle, who have come to agree that the
old wayjust is not good enough. not for
America, not for Americans.

In many ways there has been an im-
measurable amount of cooperation in
this Congress. and it should not be
overlooked. In other areas I would like
to see more. But I believe a part of the
cooperation that is apparent. of course.
is borne by the fact that we all know
what needs to be done. Republican and
Democrat, we all realize the challenges
that must be addressed.

Even President Clinton. from time to
time, has indicated his insight and un-
derstanding. saying that his record-set-
ting tax increase was a mistake and fi-
nally agreeing with House and Senate
Republicans that the budget could be
balanced in 7 years.

With the reconciliation bill we bring
to the floor today. we again need this
cooperation, perhaps more than ever,
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as we turn our attention to saving and
strengthening the Medicare system. to-
ward curbing runaway spending and to-
ward giving Americans what they most
need now after a decade of tax in-
creases: a real, workable, economy-ex-
panding tax cut.

Frankly, Mr. President, there should
be cooperation. President Clinton him-
self has been a most certain voice in
expressing the importance of making
real and lasting changes. As I said, he
has admitted his tax increases were too
high. He knows spending is Out of con-
trol. He has proposed his own child
credit, a credit of up to $800 per child.
He has stated that it is possible to bal-
ance the budget in 7 years. And almost
2 years ago. he took a firm stand on
Medicare, saying that—and I quote
—Today * * * Medicare [isi going up
three times the rate of inflation. We
propose to let it go up at two times the
rate of inflation. This is not a Medicare
* * * cut." End of the President's
quote.

President Clinton understands what
needs to be done. After all, he was the
one who ran on the platform of bring-
ing change to Washington. Now, he
cannot have it both ways. We either
change the old and failed ways of doing
business, or we keep business as usual.

Well, Mr. President, I vote for
change. I encourage my colleagues on
the other side of the aisle to join us in
making change possible. rather than
retreating into gridlock and defending
30-year-old policies that have spent
some $3 trillion to have more children
living below the poverty line today
than when those programs began. This
is not progress.

According to economist Walter Wil-
liams, the taxpayers' money that
Washington has spent on these pro-
grams to cure social ills over the last
three decades could have bought the
entire assets of the Fortune 500 compa-
nies and virtually all the U.S. farm-
land. But today the problems not only
remain, they are even worse. The fact
is, we cannot afford business as usual.
Americans do not deserve business as
usual, especially those Americans who
in the last 30 years have fallen prey to
the pathologies that attend poverty:
dependency, crime, unwed mothers.
broken families. decaying neighbor-
hoods.

Certainly we must keep a safety net.
None here argues that we should not.
But we must change the system.

I believe that except for politics,
President Clinton and many of his al-
lies in Congress would be with us on
most of the proposals we have included
in the reconciliation package, even on
our historic efforts to save and to
strengthen Medicare.

Remember, it was the Presidents
own Medicare trustee report that so
vividly outlined the problems we are
attacking today. According to that re-
port:

the Hospital Insurance Trust Fund
(Part A) continues to be severely Out of fi-
nancial balance and is projected to be ex-
hausted in about seven years. The SMI Trust
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Fund (Part B). while in balance on an annual
basis. shows a rate of growth of costs which
is clearly unsustainable. Moreover, this fund
is projected to be 75 percent or more financed
by general revenues. so that given the gen-
eral budget deficit problem, it is a major
contributor to the larger fiscal problems of
the Nation. The Medicare program is clearly
unsustainable in its present form.

Mr. President. as I said. this is from
the administration's own trustees.

There has been no question about the
absolute need to restore the integrity
of the Medicare Program, to save, to
strengthen it, so that Government can
meet its contract with the American
people. Similarly, there has been no
question concerning the need to con-
trol runaway Government spending.
Government has grown accustomed to
living beyond its means.

This must change. and reform efforts
must be real. They must maintain the
agreements Washington has made with
the American people. They must see
that the needy are cared for. They
must keep the contract that exists be-
tween the Government and our retired
constituents concerning Medicare.
They must ensure the integrity of the
program for a sufficient period of time
to allow us to chart the distant future
of that program so it can absorb the
baby-boom generation.

And in doing all this. our efforts at
reform must also create conditions, an
environment, if you will, where our
economy can expand and the harvest
for coming generations can be planted.
The reconciliation package we present
today accomplishes just that. It keeps
our promise to the American people.

Our proposal does not engender de-
pendency on Government like the
failed policies of the past. It does not
perpetuate the negative incentive that
feed the welfare bureaucracy and those
who maintain their political power
base by pandering to that bureaucracy.

Of course, our policies address the
needs of citizens who cannot care for
themselves, but. more importantly.
they create conditions for upward mo-
bility. conditions for economic oppor-
tunity, incentives for self-reliance. And
I cannot express how important it is
that we create these kinds of condi-
tions.

At the moment our economy is not
growing as strongly as it should be
growing, and perhaps this is why Presi-
dent Clinton now believes his record-
setting tax increases were a mistake.
At the moment, there is little incen-
tive for Americans to save and invest.
Perhaps this is why today the average
50-year-old is so ill-prepared for retire-
ment and why. among the industrial
nations of the world. we lag behind
even our competitors in our rate of per-
sonal savings. Incidentally, this, ac-
cording to Federal Chairman Alan
Greenspan. is one of the most pressing
problems confronting our Nation eco-
nomically.

At the moment. the Medicare Pro-
gram stares into the abyss of bank-
ruptcy, and this is why many of our
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seniors are living with fear and uncer-
tainty. But not just our seniors: fear
and uncertainty grip their children and
grandchildren because they know that.
left unchecked, entitlement spending is
growing so fast that, along with inter-
est on the national debt, it will
consume almost all Federal revenues
in the year 2010, just 15 short years
from now. Left unchecked, by 2030.
Federal revenues will not even cover
entitlement spending alone.

Though we live in a Nation of infinite
possibilities, we are, of course, a land
of finite resources. At the moment, the
Federal debt is approaching $4.9 tril-
lion, deficit spending is well over $150
billion a year. and the fact is, Medi-
care, Medicaid, and earned income tax
credit are some of the fastest growing
entitlement programs on the books.
Strengthening and restoring the integ-
rity of these programs will not only
benefit those who should appropriately
receive them, but it will also help us
balance the budget, and this, Mr. Presi-
dent, is what the vast majority of
Americans not only want but demand.

A balanced budget is necessary for
economic security. A balanced budget
would increase job opportunity. Some
forecast that over 6 million jobs would
be created if the budget were balanced.
Interest rates would be lower. They
would fall by almost 2 percent. some
say even higher. And Americans every-
where would enjoy a higher standard of
living. There would be a reduced bur-
den of debt on' our children and our
grandchildren. and people would be
able to keep more of their hard-earned
money rather than sending it to Wash-
ington.

To balance the budget. we must con-
trol the growth of entitlements. I am
not suggesting these programs be abol-
ished or even cut. We simply need to
get them back within our budget, with-
in our ability to pay for them. It is
easy to see how they got Out of control.

Simply put. these programs escape
the discipline of the annual budget
process. Increased entitlement spend-
ing occurs automatically, covering any
individual who meets eligibility cri-
teria. These increases are heavily in-
fluenced by the rapid rise in health
care costs, the growing number of
beneficiaries and real benefit expan-
sion.

Of course, today America is aging.
Our population is getting older as peo-
ple are living longer. This is a good
thing. It is indicative of progress.
These changing demographics, how-
ever. must be accompanied by changing
policies and programs. Programs that
were created in 1965 when the average
American lived to be 61 and when our
Nation had five workers to support
every one retiree must be modified to
reflect current reality. Today, the av-
erage American lives more than 76
years. and there are less than four
workers to support each retiree.

In 1965, when Medicare was enacted,
the average American who reached re-
tirement age could expect to collect
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benefits for 15 years. Today. the aver-
age 65-year-old will receive benefits for
18yeaS.

This is where we are now, Mr. Presi-
dent. Looking into the future gives us
even greater reason to make the nec-
essary changes we are proposing. The
chart, which we will bring Out a little
later, demonstrates just how important
it is that we begin now to make nec-
essary changes in entitlement pro-
grams.

Today. there are less than 40 million
Americans who qualify to receive Med-
icare. By the year 2010, the number will
be approaching 50 million. By 2020, it
will be over 60 million. While these
numbers are increasing, there will be
fewer workers to support each retiree,
and while we have almost four workers
per retiree today, we will have about
two workers per retiree by the year
2030.

So. Mr. President, we must change
the program. We cannot move into the
future with blueprints that were de-
signed for the past. Medicare and Med-
icaid have been the most significant
contributors to entitlement growth in
recent years. It is projected that these
programs will cripple as a share of the
economy within the next 35 years.
Thus, they are unsustainable.

In 1994, Medicare spending was $160
billion. Over the past decade. Medicare
grew by about 10 percent per year, and
CBO projects similar growth over the
next decade. Because of this rapid
growth, the Medicare Hospital Insur-
ance Trust Fund, part A, is projected
to go bankrupt in 2002.

As the baby-boom generation retires,
Medicare costs will continue to soar.
The Medicare trustees project that be-
tween 1995 and 2020, Medicare will grow
from 2.6 percent of the economy to 6
percent, an increase of over 200 per-
cent. Likewise, Medicaid is Out of con-
trol. This program alone is scheduled
to grow at an annual rate of 10.4 per-
cent between fiscal year 1995 and 2002.
devouring both Federal and State
budgets. Already. Medicaid consumes
about 20 percent of State budgets. ex-
ploding from $15 billion in 1980 to a pro-
jected $180 billion in 2002.

These are serious concerns, and keep-
ing in mind the demographics that I
cited earlier, it is easy to see that
without real change in policies and
programs. there is no way the Federal
Government will meet its obligation.
There is no way that we can offer as-
surance to even the next generation of
retirees that they will have coverage
under Medicare and Medicaid.

The year 2002 is only 74 months away.
However, as I have said on many occa-
sions, I am an optimist. I am an opti-
mist because we know what works. We
know the right kinds of policy and pro-
gram changes that need to be made,
changes that will allow Medicare and
Medicaid to meet their current obliga-
tions while at the same time saving
these programs for future beneficiaries.

We know how to restore sound finan-
cial practices to the Federal Govern-
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ment. practices that can strengthen
the economy. create an environment
for employment growth and an envi-
ronment where Americans are encour-
aged to work, save and invest. And
achieving these conditions should be
our primary responsibility.

Towards this end, we must see our
proposal in this budget reconciliation
process in its entirety. for its overall
balance and how all components work
together to benefit Americans at all
ages and in all income groups. To sin-
gle out one reform in our proposal.
without looking at the others, is to do
a great disservice to what this rec-
onciliation package offers.

It is balanced. it is workable. and it
is long. long overdue. It changes busi-
ness as usual in Washington. It answers
the clarion call from our constituents
to make the kind of changes that so
obviously need to be made.

I remember that an astute political
adviser once warned his boss that there
is nothing more difficult to take in
hand. more perilous to conduct or more
uncertain than to take the lead in the
introduction of a new order of thing. I
believe, with some of the inflammatory
rhetoric we have heard surrounding
this important debate, there is good
reason to say that this adviser knew
what he was talking about.

Change is difficult. but change is
more necessary now than ever before.
Where some may feel they lose in one
aspect while single-mindedly absorbing
one component of these changes. they
are sure to gain in others. What we
seek to achieve here is balance, bal-
ance that improves conditions and op-
portunities for all. It is not the voices
of individual special interest groups
that govern our actions. but the collec-
tive voice of America. And we under-
stand one fundamental truth about re-
form—a truth stated eloquently by
Vaclav Havel:

The more half-measures we take, and the
longer they drag on. the greater the sac-
rifices will be. the longer they will have to
be made, and the more pointless sacrifices
will have to be piled on top of those that are
unavoidable.

We must be resolved; we must have
confidence in the balance that our pro-
gram offers. I have that confidence—as
do other Members who join me today in
introducing this reconciliation pack-
age.

Quite simply, there are four compo-
nents to our program—promises we
made to the American people—prom-
ises we are now keeping:

First. we provide for a balanced budg-
et;

Second. we strengthen and preserve
Medicare and Medicaid, thus allowing
these two important programs to con-
tinue to protect Americans into the fu-
ture;

Third. we reform welfare; and finally,
once we show that the budget is bal-
anced;

We create an environment for eco-
nomic expansion through tax cuts that
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offer relief to our families and encour'-
age Americans to work, to save, and t
invest.

To give a little history. the ETC was
a bipartisan program, created to offset
the sting of payroll taxes on working
families with children. The fact is.
each dollar Government taxes creates a
disincentive to work, while each dollar
that people keep for themselves is an
incentive to work. History has proven
this point. The economies of nations
that have cut taxes have thrived, while
those nations who have increased
taxes—even to the point of taking ev
erything the people earn—have fallen
into ruin.

The EITC was to create incentives
for low-income parents to work. It was
that simple. But as they say about too
much of a good thing becoming dan-
gerous, such is what happened to this
once-well-intended program. Over the
years, the EITC has been expanded by a
welfare-oriented Congress into another
Federal handout. And today. some 85
percent of the EITC is a Federal outlay
paid directly to individuals. No longer
do individuals need to have families or
children to qualify; no longer does the
EITC encourage work, as it once did
no longer is the program fair and cost-
effective. Much of the EITC cannot
even be considered tax relief because
those who receive a direct payment
from the Government pay no income
taxes at all. Make no mistake about it,
most of the EITC is a welfare check.

Beyond this, the ETC is plagued by
fraud and abuse. rt sports a fraud and
error rate between 24 and 40 percent,
making it the most fraudulent welfare
program on the books. Though the ad-
ministration has worked to reduce
these high rates, there is no evidence
that current rates are below double
digits. Many of those who commit
fraud are not even legally able to work
in the United States. And the fact is,
since the program's inception. Amer-
ican taxpayers have lost $25 billion to
fraud, waste, and abuse in the program.
The GAO estimates that if this kind of
fraud continues over the next 5 years.
the EITC could waste another $37 bil-
lion. We can't afford this.

We need to get the program back to
its original purpose: to help families
with children offset the sting of payroll
taxes. And that is exactly what we do
with our proposal. We focus the pro-
gram on the population for whom it
was originally intended. We return it
from being just another welfare pro-
gram to where it belongs as a legiti-
mate tax break for lower income work-
ing Americans with children.

Our reforms will place an important
degree of control on this program.
They successfully address the problems
of rampant growth, fraud, and abuse.
The key phrase here is 'controlling
growth." Remember, ETC will con-
tinue to grow. It will continue to meet
the needs of those most vulnerable
among us.

According to the Joint Committee on
Taxation, families with children. who
now receive the maximum earned in-
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come tax credit, will continue to re-
ceive a larger earned income credit in
the future. When combined with the
$500 child credit and marriage penalty
relief—issues that I will speak about in
a minute—low-income working fami-
lies will be better off under our bill
than they are today. Finally, we will
continue to spend in excess of $20 bil-
lion on the EITC. keeping it as a sig-
nificant program for the working poor.

MEDICARE

Our second major objective with the
proposal we are introducing is to
strengthen. preserve, and protect the
Medicare system—not only for those
who depend on the system today. but
for those who will need Medicare to-
morrow. We accomplish this by allow-
ing the program to grow at about twice
the rate of inflation, and by introduc-
ing choice in the system. In this way,
seniors are guaranteed continued cov-
erage as well as the ability to choose
those plans and health care providers
that best meet their needs.

In our proposal. Medicare spending
increases form $178 billion in 1995 to
$286 billion in 2002. Average spending
per beneficiary grows from $4,800 to
$7,000.

Our proposal controls runaway costs
by introducing choice into the system.
giving our seniors the ability to remain
in the current fee-for-service plan, if
that is what they want. On the other
hand, we also offer them an unlimited
number of health care plan options
that they may choose to better meet
their needs. We call this Medicare
choice, and it includes, beyond the cur-
rent fee-for-service plan, the oppor-
tunity for our seniors to join plans
sponsored by local hospital and physi-
cian groups. health maintenance orga-
nizations. point-of-service plans. or
preferred provider organizations. It
also allows for seniors to join high de-
ductible medical savings account
plans, union or association plans, and.
in fact. any other kind of health plan
that meets the standards we set to pro-
tect the beneficiaries. Beneficiaries
will be protected under our proposal.
Despite the plan they choose, all sen-
iors will receive coverage for the same
services and items that are currently
covered by the traditional Medicare
Program. The good news is that as
these new plans compete with each
other for business. it's likely that they
will offer even more benefits and im-
proved services.

The private sector. which has done
much better in keeping costs down
than the Government, has proven that
choice creates competition. and com-
petition is good for the consumer. And
the fact is. in our proposal we are offer-
ing seniors even more efficient and ef-
fective health care plan options than
are available to most working Ameri-
cans through their employers.

By introducing private market incen-
tives into the Medicare Program—by
giving consumers options and encour-
aging providers to compete for busi-
ness—we could control program growth
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sufficiently enough to save it in the
longterm. It is no surprise that the pri-
vate sector has been much more suc-
cessful at controlling health care costs,
with innovative programs based on
market principles, than the Govern-
ment. which has depended largely on
price controls. To survive, the Medi-
care system must allow patients and
providers to use health resources effi-
ciently through a choice of plans.

This is not a new idea; it is an ap-
proach that's been tested and proven.

Offering choice in Medicare is based
on the highly successful Federal em-
ployees health benefit plan. Largely
because of choice, this year the average
FEHBP premium was reduced by 3.3
percent. Next year. the average in-
crease will only be 0.4 percent. proving
that choice brings competition and
savings. In fact, choice could work so
well that our current projctions—pro-
jections that keep Medicare solvent
through 2020—could be understated.

Beyond using choice to strengthen
the program, beneficiaries will con-
tinue to pay 31.5 percent of the pre-
mium for part B. In 1997 we will phase
out the taxpayer subsidy of the afflu-
ent for part B; we will increase the
deductibles from $100 to $150. and then
increase it $10 every year, thereafter.
Savings will also be made on the part
of Medicare providers. predominantly
through reductions in scheduled pay-
ment increases. Despite these re-
straints. providers will continue to
enjoy annual growth rates of between 4
and 10 percent over the next 7 years.

Our proposal also aggressively at-
tacks fraud and abuse in the Medicare
Program. The GAO estimates that the
loss to Medicare from fraud and abuse
equals some 10 percent of the pro-
gram's total spending. and law enforce-
ment officials claim that the majority
of Medicare fraud goes undetected.
What we propose is to earmark a por-
tion of trust fund money. starting in
its first year with $200 million. to use
for investigation and prosecution of
health care fraud. We also offer a num-
ber of new tools to assist investigators
and prosecutors in attacking this prob-
lem. The CBO has estimates that our
provisions in this area will save the
program more than $4 billion over 7
years.

Under our program, reforms would
extend the solvency of Medicare for
about 18 years. According to the CBO
estimates, under our proposal. the
Medicare HI trust fund balance will
total $300 billion in the year 2005. The
CBO states. "the HI trust fund would
meet the Trustees' test of short-range
financial adequacy." In other words.
for the next 10 years the HI trust fund
balance. at the end of every year, will
be more than enough to pay Medicare
benefits for the following year.

More importantly. using the CBO's
estimates through 2005, our Finance
Committee staff, in consultation with
the Office of the Actuary within the
Department of Health and Human
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Services, estimates that the Medicare
Hi trust fund will be solvent through
about the year 2020. That's 10 years—b
years—after the baby-boom generation
begins to retire, a quarter of a century
from today.

Concerning Medicaid, our objective
is. again, quite simple, to control the
unsustainable growth rate of this pro-
gram—a rate which reached as high as
30 percent in 1993. Even at its current
10.4 percent, the growth rate is too
high. We bring it down to a manageable
and more realistic 5 percent. We can
accomplish this by moving the pro-
gram back to where it belongs—back to
the States. In fact, Governors have said
that they can manage the program
with the more moderate spending in-
creases if the Federal Government will
simply get Out of their way.

Medicaid is best addressed by giving
States adequate funds and the author-
ity necessary to meet the needs of
their most vulnerable citizens, without
interference and excessive regulation
from Washington. Governors have been
asking for this authority since 1989.
when Bill Clinton, then Arkansas' chief
executive, signed a resolution calling
for a freeze on the enactment of further
Medicaid mandates. By extending
States authority, allowing Governors
the opportunity to find innovative
ways to provide for the unique needs of
their respective States, we can keep
the program at a manageable 40 per-
cent growth rate by 2002, rather than
the 100-percent increase in spending
now projected by CBO.

Certainly, under this new structure,
the States will have certain require-
ments that must be met. For example,
they will be accountable for how Fed-
eral dollars are spent. States will spend
85 percent of what they are now spend-
ing on mandatory benefits for the three
of the most vulnerable populations:
low-income pregnant women and chil-
dren, the disabled, and the elderly.
There will also be protection from
nursing home costs against impover-
ishing spouses living at home. Like-
wise, States will be allowed to use Med-
icaid funds to see that children are im-
munized.

We must remember that Medicaid
was designed to be an equal partner-
ship between the Federal Government
and the States. However, the Federal
Government in recent years has ef-
fected what can only be seen as a take-
over. Toward this end, all three
branches of the Federal Government
have played critical roles. Congress and
the courts have expanded eligibility
while the bureaucracy has paralyzed
the States with regulations. The time
has come to re'ease the choke hold.

Medicaid now consumes 20 percent of
State budgets—20 percent. That means
fewer dollars for education, for fighting
crime, and rebuilding infrastructure.

Since 1990. the number of Medicaid
recipients have increased by nearly
one-third, as the current law has cre-
ated over 70 different ways for people
to become eligible for benefits. Promis-
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ing more benefits for more people plus
using the political system to negotiate
supply and demand is a prescription fot
failure. The price for this now includes
annual deficits of up to $200 billion and
a second mortgage on the future which
our children and grandchildren will be
forced to pay.

Today we change these dynamics.
Today business as usual is over.

The reconciliation package we offer
allows us to meet the needs of low-in-
come individuals, while at the same
time controlling costs, improving the
program, and working toward a bal-
anced budget. Under our proposal, Med-
icaid spending continues to grow, but
at a slower, more predictable rate. The
money is given to the States with the
flexibility to design effective and inno-
vative programs—-programs to meet
the individual needs of their low-in-
come citizens.

States can cover individuals and fam-
ilies with income below 250 percent of
the Federal poverty level—that's
$31,475 for a family of three.

What we get away from are the thou-
sands of pages of Federal mandates
that stifle creativity and our States'
ability to develop programs that are
both efficient and effective. Under our
proposal. we repeal all mandates. We
allow States to standards and provider
payment rates. And we no 'onger re-
quire Federal waivers to implement
many of the innovative delivery sys-
tems that have proven to be so success-
ful in the private sector. In fact, we en-
courage States to combine programs
and experiment. However, as a safe-
guard. we ask States to develop a State
plan and to submit annual reports and
independent evaluations as well as pro-
visions for fighting fraud and abuse.

As under current law, the Federal
Government will match State funding,
up to an aggregate cap. Under this pro-
posal. total Federal Medicaid spending
will continue to increase over the pe-
riod 1996—2002. In this period. the Fed-
eral Government will provide $776 bil-
lion to the States to meet the needs of
poor children, the elderly. and people
who are disabled. This is the equivalent
of half of the total of today's Federal
budget.

Between 1995 and 2002, tota' Federal
spending on Medicaid will still grow by
over 40 percent.

Mr. President, the States will make
these reforms work. Federal funding
will continue to increase while we pro-
vide the States with control over how
these funds will be spent. After 30 years
of Federal control, it is time to put the
State in charge. Capping Federal
spending will allow the States to en-
force fiscal discipline. They will clearly
know that the deep pockets of the Fed-
eral Government are not bottomless.

With firm control over these funds.
we will unleash the creativity of the
States in meeting the needs of the low-
income citizens. The States will be
able to expand managed care without
asking permission of the Washington
bureaucracy. Coupled with the welfare
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reform package just passed. the States
will be able to experiment with ways to
move families off welfare and into
work. The States will be able to design
health insurance coverage so that the
loss of Medicaid will no longer be a
barrier to leaving welfare.

The States will plan. design. and im-
plement Medicaid reform which will
meet their own unique needs in ways
Washington has not even started to
think about. Taxpayers and bene-
ficiaries alike will benefit from Medic-
aid reform and from achieving a bal-
anced budget.

TAX REFORM

These are important reforms. With-
out them, the Medicare trust fund will
become insolvent within a few years.
and Medicaid will eat away at our chil-
dren's future, forcing Federal and
State governments to borrow money
for generations yet unborn. According
to University of California economist
Alan Auerbach, if current spending
trends and benefit formulas continue,
• the tax burden would be very close to
absorbing all the lifetime income of fu-
ture workers."

To escape from this, we must prepare
to move quickly and successfully be-
yond our first objective of passing the
budget resolution to embrace what
should be our second, adopting initia-
tives that create an environment for
economic growth. The only way to
break out of deficit spending, without
cutting off essential services and for-
feiting on the contracts the Federal
Government has made with our senior
citizens, is to renew healthy economic
growth—growth which is above the 2.3-
or 2.5-percent range currently pro-
jected by official forecasting agencies.

This environment will be created
only as Government adopts real tax re-
form—reform that shifts the bias
against savings and investment in the
current Tax Code to a system that en-
courages saving and investment over
consumption. Among the means to tap
into the consumption base are: The flat
tax, a national sales tax, or an ex-
panded IRA.

While some have emphasized the dif-
ferences between these three plans.
they are grounded in the same eco-
nomic concept of taxation, and I am
pleased to see their growing acceptance
among Americans. Ultimately some
kind of compromise. possibly including
elements from all of them, should be
possible.

The current income tax system has
not only undermined economic growth.
it has also undermined the economic
position of American families. We must
act to provide tax relief for families
that are already facing intense pres-
sures on other fronts. It is my desire to
provide tax relief in the context of the
current reconciliation package. but I
also believe we must not overlook the
opportunity to provide the additional
tax relief in future tax reform, fi-
nanced by continued restraint in Fed-
eral spending growth.
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The tax relief offered in this rec-

onciliation package is very much in
the realm of current possibilities. We
offer a $245 billion tax cut which goes
into effect only when the CBO has cer-
tified that deficit reduction is being
achieved. Despite what some may say
for political reasons, this tax relief
does not come at the expense of Medi-
care. As the generally more liberal
Washington Post admitted, The
Democrats have fabricated the Med i-
care-tax cut connection because it s
useful politically." In an earlier edi-
torial. the Post opined that,

The Democrats are engaged in dema-
goguery. big time. And its wrong. . . . [The
Republicans] have a plan. Enough is known
about it to say its credlible: its gutsy and in
some respects inventive—and it addresses a
genuine problem that is only going to gt
worse. What Democrats have Ion the other
hand] is a lot of expostulation, TV ads and
scare talk.

That is the end of the quote from th
Washington Post.

Under the bill we propose today.
using Medicare savings for tax cuts is
illegal. The law requires that money
saved on the Medicare Program willi
stay in the Medicare Program. These
are trust funds, the assets of which
may not be used for any other purpose.
And to say otherwise, as the Post
points out, is little more than politi-
cally motivated scare tactics.

The fact is, our efforts preserve and
strengthen the Medicare trust fund.
This is a promise made and a promise
kept. Likewise our efforts bring the
Federal budget into balance and pro..
vide substantial tax relief for middle.
income Americans. Again, promises
made and kept. I can only guess that
these scare tactics are being used by
some because for so long these individ-
uals have gotten by politically by mak-
ing promises without keeping them.
Well, you cannot have it both ways.
You are either working for the kinds of
changes the American people want, or
you are locked into business as usual.
You are either working for reform, or
you are an agent of big Government,
runaway spending, and political
gridlock.

Let this reconciliation package show
Americans who stands where on these
important issues.

Our plan offers a $500-a-child tax
credit. encourages savings and invest-
ment. and offers other incentives for
economic growth. Our proposal to cut
taxes by $245 billion. offers relief for
our middle class—with over 70 percent
of the $245 billion going to families
making less than $75,000 a year. These
provisions mean more security for our
families, more jobs for Americans, and
greater stability in our communities.

Of the $245 billion Senate relief pack-
age. a full $223 billion will go to fami-
lies. The remaining $22 billion will
strengthen businesses and lead to in-
creased employment opportunity. It
will also improve America's ability to
compete in the global community, with
other nations that provide their busi-
nesses with strong incentives to com-
pete with us.
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The four pillars of our proposal are:

First, a $500 child tax credit: second,
restoration and strengthening of indi-
vidual retirement accounts: third, re-
lief from overbearing estate taxes on
families and businesses: and, fourth, re-
duction of the top rate of capital gains
on individuals and corporations.

These measures meet our promise to
the American people. They represent a
bold beginning in our effort to break
with the failed policies of the past. The
current tax system double-taxes sav-
ings. thwarts investment, hinders pro-
ductivity, increases prices, stifles
wages. and hurts exports. It is complex.
controlled by special interest groups.
and places disincentives on work.

We move to correct these den-
ciencies. and because we have cut
spending. our bill balances the budget
while making room for tax relief.
Americans need relief. Our economy
needs a shot in the arm. Even Bill Clin-
ton has admitted as much. I call on
him to join us in our efforts to unleash
the potential our economy has to move
us into a bold and exciting future.

The PRESIDING OFFICER. The time
of the Senator from Delaware has ex-
pired.

Mr. MOYNIHAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New York.
Mr. ROTH. Mr. President, will the

distinguished Senator from New York
yield? I have about three more pages.
May I finish?

Mr. MOYNIHAN. Of course. Could we
then extend morning business until
1:30?

Mr. KENNEDY. Reserving the right
to object—and I do not intend to ob-
ject—if we can have the morning busi-
ness time, whatever morning business
there was. divided equally between the
two sides. whatever amount of time,
since we are off the bill. If we could
have whatever amount of time to be di-
vided equally, then I would not object.
If we are not going to have that alloca-
tion of time. then I feel compelled to
object.

Mr. MOYNIHAN. Mr. President, may
I make the suggestion that morning
business be continued to 1:30 and that
the time be equally divided?

Mr. KENNEDY. Reserving the right
to object. that does not include the last
10 minutes—just from the time we go
to morning business, divided equally.

Mr. GRASSLEY. Mr. President. I
have to object momentarily for the
leader. We want to find out if Senator
DOLE wants this time extended.

The PRESIDING OFFICER. Objec-
tion is heard. The Senator from New
York has the floor.

Mr. MOYNIHAN. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. MOYNIHAJ\I. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. MOYNIHAN. Mr. President, I ask

unanimous consent that the period of
morning business be extended until 1:30
and that the time be equally divided. I
believe it is the desire of the majority
that the speakers alternate, if that is
convenient.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. ROTH. Reserving the right to ob-
ject. mayl finish?

Mr. MOYNIHAN. Yes.
The PRESIDING OFFICER. Hearing

no objection, without objection it is so
ordered.

The Senator from Delaware.
Mr. ROTH. Mr. President, as I was

stating. that is what this reconcili-
ation package is all about—the future.

As Lincoln said, 'The struggle of
today is not altogether for today—it is
for a vast future, also' '—a future that I
believe will be very bright if we suc-
ceed in our endeavors here today.

Our objective is to strengthen the
American Dream—in our homes. in our
schools, in our communities. in our
States. and all across the land. Some
have said that the dream is dead, that
our children cannot expect to lead a
better life than that led by their par-
ents. I strongly disagree. However, I do
believe that in order to meet the do-
mestic challenges before us—as we
look to put our house in order here at
home—as we seek to maintain influ-
ence and leadership abroad. that we
must reinvent America to reflect the
profound changes that are taking place
throughout the world as well as here in
the United States.

We must build on principles that are
tried and proven and good. We know
what works. We know what's failed.
And we cannot march boldly into the
future with blueprints prepared for the
past. This reinventing of America must
be thorough, it must create a nation
that is compassionate. responsible. and
economically viable from the houses in
our neighborhoods to the Houses of
Congress. It must encourage self-reli-
ance, risk-taking, and the confidence
that diligent labor will be rewarded
with security and even greater oppor-
tunity for reward.

These are the principles that built
America, and they are the principles
that will see us into a bright and ex-
pansive new millennium.

Mr. President. I yield the floor.
Mr. MOYNIHAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New York.
Mr. MOYNIHAN. I wish to congratu-

late the chairman of the Finance Com-
mittee on a very thoughtful and deeply
felt exposition of his views. They are
not entirely shared on this side. but
they are. nonetheless. admired for the
grace in which he has presented them.

REPUBLICAN BiJDQET PLAN
Mr. MOYNIHAN. Mr. President, ear-

lier in the day. this morning, I was
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Third. this reconciliation bill in-

cludes medical savings accounts, an
idea that I was the first to introduce in
the Senate. These accounts will give
families independence and choice on
health care, the opposite of the Presi-
dent's approach. It delivers security
without bureaucracy. providing fami-
lies the resources to care for their own
needs.

The centerpiece of this reconciliation
bill is a balanced budget. In the future.
this will be recalled as our contribu-
tion to history. If we ignore our budget
crisis, the child born this year will pay
$187,000 over his lifetime just for inter-
est on the national debt.

The argument for a balanced budget
comes down to something simple: It is
one of our highest moral traditions for
parents to sacrifice for the sake of
their children. It is the depth of selfish-
ness to call on children to sacrifice for
the sake of their parents.

If we continue on our current path,
we will violate a trust between genera-
tions and earn the contempt of the fu-
ture.

There is no doubt we must balance
the budget. but in passing this bill, we
will accomplish even more, because
this bill displays a passion for limited
Government. yet it also displays com-
passion for American families. It fi-
nally returns responsibility to the Fed-
eral budget. yet it also helps return
abused and abandoned children to
adoptive families.

It will improve the long-term health
of our economy. and yet it will also de-
liver short-term help to families and to
children. relief that will be felt next
year and every year beyond.

These are not sideshows or distrac-
tions. This plan includes real relief
that will be felt and appreciated by the
American people. and that relief is spe-
cifically directed toward families with
children. This is actual, meaningful
compassion. not the synthetic, failed
compassion of Government programs.

Mr. President, we have come to the
beginning of the end of deficit spending
in America. We have come to this place
because there is no alternative. The
work before us is difficult. But it is
nothing more than most Americans ex-
pect.

We have come to a time that is
unique—an authentic moment of deci-
sion. It is a moment to act worthy of
our words. and to keep faith with the
future.

Mr. WELLSTONE addressed the
Chair.

The PRESIDING OFFICER (Mr.
FAIRCLOTH). The Senator from Min-
nesota.

NO COMPASSION
Mr. WELLSTONE. Mr. President, I

want to talk about an amendment we
are going to have coming up on Medi-
care. Just for the record. let me briefly
respond to the Senator from Indiana.
In all due respect, I do not see this
compassion. I see $35 billion of cuts in
nutrition programs.
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I had an amendment on'the floor of

the Senate that asked my colleagues to
go on record saying that if, as a result
of this reconciliation bill with its cuts
disproportionately targeted on vulner-
able children in America, there was
more hunger and there was a situation
where more children went without
medical coverage, that we would re-
visit this question next year and take
corrective action, and I could not get
that sense-of-the-Senate amendment
adopted. I do not see too much compas-
sion in that vote, Mr. President.

Mr. President, I hope we start this
debate soon on the Medicare. I want to
start Out by responding to my friend
from Iowa. Ijust quote my friend from
Illinois, Senator SIMON. He has said it
once, twice, 10 times, that to say we
are serious about deficit reduction and
then to have $245 billion of tax give-
aways is like saying to somebody we
are going to put you on a strict diet
but first we are going to give you des-
sert. It is a huge contradiction. I do
not find people in cafes in Minnesota
saying to me: Senator WELLSTONE, we
are serious about deficit reduction. but
would you first give us more tax
breaks? That is not what I hear from
people. They know it is a huge con-
tradiction and that you being cannot
dance at two weddings at the same
time. It makes no sense.

Second point. Mr President. $89 bil-
lion is the figure for the trust fund. In-
stead, we have $270 billion. People in
Minnesota know how to add and sub-
tract. What we have going on here on
the floor of the U.S. Senate today is no
less than an effort to make Medicare
the piggy bank for tax cuts, or tax
giveaways. That is bad enough. What
makes it worse is it is tax giveaways in
inverse relationship to those people
who least need the tax breaks. Mr.
President, that is simply unconscion-
able.

The third point. This is a rush to
recklessness. I was surprised to hear
my colleague from Iowa talking about
the benefits of this for rural Iowa or
rural Minnesota. I say to my colleague
from Iowa. understand that in your
proposal you have reimbursement to
hospitals, rural hospitals. 2.5 percent
less than rate of medical inflation. I
tell you right now that our hospitals
and clinics in rural America. in greater
Minnesota, do not have the large profit
margin: that is point one. Point two,
they have a disproportionate amount
of their patient mix—60 percent. 70 per-
cent.

What I am saying to people watching
this debate is that, in rural America.
many of the people that come to our
hospitals and clinics are elderly. Medi-
care is hugely important for them.
That makes up a large share of the
payments that go to these hospitals.
They do not have the profit margin.
They have a large percentage of the
population that are elderly. who de-
pend upon adequate Medicare reim-
bursement. and you have in your for-
mula 25.5 percent less than the rate of
inflation. In rural Minnesota and in
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North Dakota and in Kentucky and in
rural Iowa, the rural heartland all
across this country. the issue, Mr.
President, is not just whether we can
afford a doctor, it is whether we can
find a doctor.

This is a rush to recklessness. This is
a fast track to foolishness. Ask your
providers, ask your nurses, ask your
physician assistants. ask your doctors,
ask your elderly, ask their children,
ask their grandchildren. What you are
about to do is very reckless with the
lives of people.

Mr. President, I will tell you some-
thing. I just get more than a little bit
angry when I see this stereotype and
hear this stereotype about the elderly.
You would think that the elderly are a
bunch of greedy geezers' that are
traveling all over the country playing
golf at the swankest golf courses there
are. Mr. President, in my State of Min-
nesota, 70.000 seniors live below the
Federal poverty line. In my State, of
the 635,000 Medicare recipients. half of
them have annual incomes under
$20000 a year. Mr. President, in my
State of Minnesota, of the 635.000 Medi-
care beneficiaries. they are paying, on
the average, over $2,000 out-of-pocket.
Right now. for many seniors. cata-
strophic health care costs are a night-
mare. They are terrified of prescription
drug costs.

Mr. President. what we have here is
an effort to make Medicare the piggy
bank for tax cuts—rather tax give-
aways. which flow in the main to the
highest income citizens of the United
States of America. There is no stand-
ard of fairness behind this proposal.
People will see through it.

The second thing that is so unfortu-
nate, so unconscionable, so unthinking
about this proposal. will be its impact
on the people of this country. Mr.
President. $89 billion is not $270 billion.
Please do not tell senior citizens their
premiums will not go up. their copays
will not go up, and in no way, shape. or
form do you have to worry, and your
hospitals, clinics. and providers will all
get adequate reimbursement, and eligi-
bility will not change. and we will just
take $270 billion Out of this health care
sector.

Mr. President. senior citizens do not
believe it, they should not believe it,
they will not believe it, That is why
this amendment that will be laid down
by my colleague, the Senator from
West Virginia. deserves the full support
of every Senator in this Chamber.

I yield the floor.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. The time
for morning business has expired.

THE BALANCED BUDGET
RECONCILIATION ACT OF 1995

The Senate continued with the con-
sideration of the bill.



S 15616
Mi-. DOLE. Mi-. President. the pend-

ing business is what?
The PRESIDING OFFICER. 5. 1357 is

the pending business.
Mr. DOLE. It is my understandiflg

that the ranking member, Senator
Ex0N. is now prepared to offer the Med-
icare amendment. We have not yet
reached an overall agreement. So I
cannot say it will not be second-
degreed. or whatever. At least we cn
start on that amendment. I guess it s
a motion to recommit. I did not see the
leader on the floor. I think we can
start on that. That would give us some
time to start talking back and forth.

Mr. DASCHLE. Mr. President, par-
liamentar-y inquiry. How much time
has been consumed thus far?

The PRESIDING OFFICER. The ma-
jority leader has used 1 hour 15 min-
utes. and the minority leader has used
30 minutes.

Mr. DASCHLE. Mr. President. t
would be our intention to devote an
hour on this particular amendment.

Mr. DOLE. On each side?
Mr. DASCHLE. An hour on this side.

and whatever amount of time the ma
jority would care to use.

Mr. DOLE. I ask unanimous consent
that we have an hour on each side on
the motion to recommit.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The sen-

ior Senator from Nebraska is recog.
nized.

Mr. EXON. Mr. President. in view of
the agreementjust reached, we are pre
pared to offer the Medicare amend.
ment. I hope that the chair will recog-
nize the Senator from West Virginia
for whatever time he might need. I re-
mind him that we have an hour each,
which can be divided between the man-
agers of this particular amendment.

Mr. DOLE. Mr. President, we will
later debate what the Senator from
Minnesota had to say. I have these fig-
ures, which show that about $477 mil-
lion per year would go into Minnesota
to help families with children. I as-
sume those families with children
would be happy to have tax relief.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
West Virginia.

MOTION TO cOMMIT

Mr. ROCKEFELLER. Mr. President. I
move to commit Senate bill 1357 to the
Committee on Finance with instruc-
tions to report the bill back to the Sen-
ate within 3 days, not to include any
day the Senate is not in session, mak-
ing changes in legislation within that
committee's jurisdiction to eliminate
any reductions in Medicare beyond the
$89 billion necessary to maintain trust
fund solvency through the year 2006,
and to reduce revenue reductions for
upper-income taxpayers by the amount
necessary to ensure deficit neutrality.

The PRESIDING OFFICER. Was the
Senator asking unanimous consent?
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Mr. ROCKEFELLER. No. The Sen-

ator was laying down a motion, and the
Senator wishes to speak on that mo-
tion.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The text of the motion to commit is
as follows:

MOTION TO COMMIT WITH INsTRUCTIoNs
Mr. President. I move to commit the bill S.

1357 to the Committee on Finance with in-
structions to report the bill back to the Sen-
ate within 3 days not to include any day the
Senate is not in session making changes in
legislation within that Committee'sjurisdic-
tion to eliminate any reductions in Medicare
beyond the $89,000,000,000 necessary to main-
tain trust fund solvency through the year
2006 and to reduce revenue reductions for
upper-income taxpayers by the amount nec-
essary to ensure deficit neutrality.

Mr. ROCKEFELLER. In about 2

hours. I guess. every U.S. Senator will
be asked to vote on the future of a pro-
gram that makes the difference be-
tween security and insecurity, peace of
mind and terror, health and illness.
and sometimes, obviously, life or death
for 30 million older Americans—includ-
ing 330.000 seniors from my own State
of West Virginia.

We offer this amendment, Democrats,
to give Senators one more chance to
preserve Medicare. and stop the de-
struction of one of Americas proudest.
most enduring achievements.

We make a very straightforward
proposition with our amendment to
save Medicare.

This amendment calls for sending the
Medicare part of this package back to
the Senate Finance Committee, and
says Medicare should not be cut beyond
the $89 billion needed to keep the trust
fund solvent for another 10 years. That
means we want to restore the $181 bil-
lion of unnecessary. dangerous Medi-
care cuts back to the trust fund, back
to the health care system that seniors
depend on every single day of their
lives.

This amendment is a final oppor-
tunity, quite frankly, for our col-
leagues on the other side of the aisle to
defend the Medicare trust fund from a
mind boggling raid that will cut health
care benefits, increase seniors' costs,
and threaten the very existence of hos-
pitals—a raid that is designed purely
and simply to pay for tax breaks tilted
in favor of the most affluent, com-
fortable households in this land.

The reconciliation bill on the floor
cuts Medicare by $270 billion over 7
years. We all know that now.

We have all been told that this will
save Medicare, keep it solvent. and. in-
deed, make the program stronger.
Wrong, wrong, and wrong. The profes-
sional experts in charge of keeping the
books for Medicare say exactly $89 bil-
lion is needed to keep Medicare solvent
for the same number of years.

Hospitals. doctors, nurses, and other
health care providers in every one of
our States believe with absolute cer-
tainty that cuts of this size will dis-
integrate the kind of health care cov-
erage that 30 million American senior
citizens have counted on for over three
decades.
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When the average income of senior

citizens is, in fact, $17,750 on a national
basis, and closer to $10700 in my own
State. and when they pay 21 percent of
their income for health expenses as it
is now—that is. unless they are over 84.
in which case the figure rises to 34 per-
cent—no wonder they are incredulous.
no wonder they are petrified to hear
their Medicare is being used to pay for
tax breaks, tax giveaways to far, far
wealthier Americans and every imag-
inable kind of corporation.

I have no way that I can think of to
explain to the 330,000 Medicare bene-
ficiaries in my State why their Medi-
care deductibles will double, their pre-
miums will skyrocket. and West Vir-
ginia hospitals are threatened with the
possibility of losing S25 million in 1996
and more than $681 million over the
next 7 years.

I keep saying I wish this were some
kind of a dream. I keep expecting to
wake up and find something different. I
wish this were some kind of a dream.
But the threat is real. It is written into
the pages of the bill before the Senate
unless we send it back.

I can only report what I read in the
budget package. Mr. President. $270 bil-
lion will be cut out of Medicare. That
is fact. Mr. President, $225 billion will
be given away in tax breaks and give-
aways. That is fact. Then there is the
$187 billion sliced out of Medicaid. sub-
ject to another amendment leaving it
in tatters as it is chopped into a block
grants which States are not ready, in
fact, to handle. with virtually none of
the guarantees left for Americans hurt-
ing the most.

The response on the other side will be
that we are exaggerating. that we are
trying to scare seniors, that we do not
understand.

Mr. President. this budget is a scary
budget. It is a very scary budget. I am
the very first to admit that I fear for
my State. I fear for 330,000 older West
Virginians. I fear for the health care
system in America. I do not say that as
a Democrat or as a Republican. I say
that as a citizen of the State of West
Virginia. I am afraid of the con-
sequences of what it is likely we are
going to do here, and hence this
amendment.

When the very people who are trust-
ees of Medicare say only $89 billion is
needed to keep the trust fund solvent
for 10 years, it is frightening to see a
budget that sucks $270 billion Out of
the lifeline for older Americans. That
is what older Americans are now com-
ing to truly believe on their own. not
because of what we say but because of
what they are beginning to find out on
their own. Their fear is genuine and
justified.

Today. we offer one last chance to
Senators to protect Medicare and older
Americans. Vote for this amendment
to ensure the solvency of Medicare for
another 10 years. There is plenty of
time for a bipartisan. thoughtful effort
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to plan Medicare's future for the 50
years beyond that period of time. Vote
for this amendment to protect Medi-
care from highway robbery, from being
used to pay for tax breaks, to take
money from seniors with an average in-
come of $17,500 and hand it over to
Americans with incomes from $75000
all the way up to millions. Vote for the
right way to balance the budget and for
a balance in the Nation's priorities.

We offer this amendment to remind
every Senator that he and she can re-
spond to the seniors, the families, and
the health care providers of America
who are scared by rejecting the part of
this budget that casts a dangerous.
deep. and dark shadow over Medicare—
that is, unless this amendment is
passed.

Mr. President, I yield 5 minutes to
the Senator from Massachusetts.

Mr. KENNEDY. Mr. President. if this
Republican bill becomes law, it will
devastate senior citizens, working fam-
ilies, and children in every community
in America. It is a transparent scheme
to take from the needy to give to the
greedy. It makes a mockery of the fam-
ily values the Republican majority pre-
tend to represent.

The Republican assault on Medicare
is a frontal attack on the Nation's el-
derly. Medicare is part of Social Secu-
rity. It is a contract between the Gov-
ernment and the people that says,
Pay into the trust fund during your

working years, and we will guarantee
good health care in your retirement
years."

It is wrong for the Republicans to
break that contract. It is wrong for Re-
publicans to propose deep cuts in Medi-
care in excess of anything needed to
protect the trust fund. It is doubly
wrong for the Republicans to propose
those deep cuts in Medicare in order to
pay for tax breaks for the wealthy.

The cuts in Medicare are too harsh
and too extreme. Mr. President. $280
billion over the next 7 years—pre-
miums will double, deductibles will
double, the age of eligibility will be
raised to 67. and senior citizens will be
squeezed hard to give up their own doc-
tors and HMO's.

The fundamental unfairness of this
proposal is plain. Senior citizens' me-
dian income is only $17,750. Mr. Presi-
dent. 40 percent have incomes of less
than $10,000. Because of gaps in Medi-
care, senior citizens already pay too
much for the health care they need.
Yet the additional premiums alone
under the Republican plan will add
$2,400 to the health care of the average
elderly over the next 7 years.

The Medicare trust fund trustees
have stated clearly $89 billion is all
that is needed to protect the trust fund
for a decade—not $280 billion. The
Democratic alternative provides that
amount. It will not raise premiums an
additional dime. It will not raise
deductibles a dime. It will give senior
citizens real choices, not force them to
give up their own doctor.

The Republican Medicare plan also
deserves to be rejected because of the
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lavish giveaways to special interest
groups in the House and Senate propos-
als. Insurance companies got what they
wanted—the opportunity to get their
hands on Medicare and obtain billions
of dollars in profits. The American
Medical Association got what it want-
ed—lower reduction in doctors fees
and little on malpractice awards. The
list goes on and on.

Clinical labs no longer have to meet
Federal standards to guarantee the ac-
curacy of tests. Federal standards to
prevent the abuse of patients in nurs-
ing homes will be eliminated. Pharma-
ceutical firms will be given the right to
charge higher prices for their drugs.

Because of this unjust Republican
plan, millions of elderly Americans
will be forced to go without the health
care they need. Millions more will have
to choose between food on the table.
adequate heat in the winter, paying the
rent. or paying for medical care.

Senior citizens have earned their
Medicare benefits. They paid for them
and they deserve them. The Republican
attacks on Medicare will make life
harder, sicker, and shorter for millions
of elderly Americans who built this
country and made it great. They de-
serve better from Congress. Our Demo-
cratic alternative protects senior citi-
zens and preserves Medicare, and that
is just what the Rockefeller proposal
offers.

I see my colleague and friend from
North Dakota here. I will be interested
if he would tell us what his understand-
ing of the implications of this program
would be to those in rural America.

The PRESIDING OFFICER. Who
yields time?

Mr. ROCKEFELLER. Mr. President. I
yield 5 minutes to the Senator from
North Dakota.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
North Dakota.

Mr. DORGAN. Mr. President, we have
been told by some that the $270 billion
reduction to Medicare is not a cut, that
Medicare spending will still increase
under this budget reconciliation bill.
That is true. But. Mr. President, 200.000
new Americans every month become
eligible for Medicare. More Americans
are becoming eligible for Medicare and
health care costs are increasing.

We have determined what it will cost
for the Medicare Program over the
next 7 years based on these facts. The
plan is to cut $270 billion from that
projection, so of course it is a cut. This
plan will end up offering senior citizens
this kind of Faustian bargain: We will
offer you a deal in which you get less
health care and you pay more for it.

In our country, we have talked about
labels recently. When you go to the
grocery store, there is a label on the
food. Pick up a can of peas or a box of
pasta. and the label says what is in it—
how much sodium, how much fat. You
have to be honest and truthful about
labels on a can of peas in a grocery
store. No such requirement exists here
in the Congress. You can label it what-
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ever you want to label it and do it with
impunity.

This proposal is labeled A Proposal
To Save Medicare." The very people
who opposed Medicare when it was cre-
ated 30 years ago—97 percent of the
present majority party voted against
Medicare because they said they did
not believe in it—are now telling us
they are the ones who are going to save
it.

If these folks were physicians in an
emergency room and you came in with
an ingrown toenail, they would cut off
your leg and then boast about how
your toe does not hurt anymore.

The fact is. you do not have to cut
$270 billion to save Medicare. We
should make an adjustment in Medi-
care but it need only be about a $89 bil-
lion adjustment. That is what the ex-
perts tell us is needed to extend the
hospital insurance trust fund. So what
is this debate all about? It is about get-
ting money from the Medicare Pro-
gram, with substantial cuts, in order to
provide tax relief to some other folks.
That is about pols and pals—politicians
and their pals.

Who gets the tax cut? Well, first of
all, let's consider who gets the tax in-
crease? The Joint Tax Committee says
50 percent of the people in this country
are going to pay higher taxes as a re-
sult of reconciliation bill. Here's a
multiple choice question—which people
will pay higher taxes, those with in-
comes in the lowest 50 percent or those
in the highest 50 percent? Guess what.
the majority party has said to us that
the lowest 50 percent of the income
earners should pay higher taxes, but
the top 1 percent shall pay substan-
tially lower taxes.

Where does all that money come
from, to provide for the tax break to
the upper income folks? Out of the $270
billion cut in the Medicare Program.

As I have said repeatedly, this is all
about choices and priorities. If one
thinks Medicare has not been worth-
while in freeing senior citizens from
the fear of getting sick and not having
the money to attend to their health
care needs, then just decide there
should be no Medicare Program. I re-
spect that. I do not agree, but I respect
that.

But this is about choices. Those of us
who believe there ought to be a Medi-
care Program that senior citizens can
rely on —and we are the ones who
started Medicare. still believe in it and
believe it should be there in the fu-
ture—we say. send this legislation
back. recommit it, and bring it back to
the Senate floor with an adjustment in
the tax cut and use that money to re-
duce the cuts to Medicare.

I had an amendment on the floor of
the Senate 2 days ago that was very
simple. It said, let us at least limit the
tax cut to those whose incomes are at
or below $250,000 a year. Just limit the
tax cut for at least those who make
less than a quarter of a million dollars
a year. and use the $50 billion in sav-
ings from that over 7 years to reduce
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the hit on Medicare—to reduce the hit
on senior citizens.

Do you know what? We could not get
that passed. It was a party-line vote.
Every single Member of the majority
party voted against that simple amend..
me nt.

This debate is about choices and pri-
orities. Our choices are to save Medi-
care for the long term. Our choice is
not to provide tax cuts to the richest
Americans and send the bill for those
tax cuts to some of the most vulner-
able Americans.

By far the majority of the senior citi-
zens in North Dakota live on less than
$15000 a year in income. To say to
those folks that we are going to take
from your Medicare Program so we can
offer tax cuts to the richest Americans
makes no sense at all. Those are prior.
ities that are not in keeping with what:
the American people would like us to
do.

We need to balance the budget. We
need to agree on a sensible way to dc
that. But we do not need to dismantle
programs that work. We do not need to
injure the Medicare Program and place
a higher burden on senior citizens in
order to .provide a tax cut to the rich
est Americans. That is a terrible choice
and I hope Members of both sides of the
aisle will vote for this amendment of-
fered by Senator ROCKEFELLER. Sen-
ator KENNEDY, and others.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. Who
yields time?

Mr. ROCKEFELLER. Mr. President. I
ask the Senator from New Hampshire
or the Senator from Michigan—a num-
ber of questions have been raised on
this side. We have been listening for
months now to the attack on an $89 bil-
lion cut as opposed to a $270 billion cut.

I raised the question, what has hap-
pened to the $181 billion? Is this really
going to a tax cut? What about the
doubling of the deductible in the pre-
miums? Things of this sort.

I ask if any on the other side care to
explain why they would vote against
my amendment, if. in fact, they are
going to? I would just be interested if
they have anything they choose to say?

Mr. GREGG addressed the Chair.
The PRESIDING OFFICER. The

Chair recognizes the Senator from——
Mr. GREGG. If the Senator will yield

on his time. I will be happy to respond.
The PRESIDING OFFICER. Will the

Senator from West Virginia yield?
Mr. ROCKEFELLER. I will not yield.

Because I would like to hear the re-
sponse from the majority party as to
some of the reasons for their certainty
as to the need for the $270 billion cut
which is causing so much consterna-
tion throughout the land.

Mr. GREGG. If the Senator from
West Virginia is going to propound a
question to myself and the Senator
from Michigan——

Mr. ROCKEFELLER. The Senator
does not have to answer.

Mr. GREGG. I will be happy to re-
spond to the question in the context of
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his timeframe. It seems rather unusual
in speeches to be propounding ques-
tions and not wish to seek response.

The PRESIDING OFFICER. Does the
Senator——

Mr. ROCKEFELLER. No; the Senator
is not going to engage in this kind of
game. It is clear the majority does not
want to answer some of these basic
questions. So at this point I will call
on the Senator from Iowa.

Mr. WELLSTONE. Mr. President.
while we are waiting I would like to be
added as an additional cosponsor.

The PRESIDING OFFICER. Who
yields time?

Mr. ROCKEFELLER. There are
Democratic Members on their way
down here to speak. They have not got-
ten down here to speak. and I hope
they recognize they will have to get
here very quickly. But I will yield my-
self 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President.
one of the things that most concerns
me about all of this is the concept of
senior citizens being able to keep their
own physician. And one of the things
that most scares me, that puts genuine
fear in the heart not just of this Sen-
ator but of the seniors that I represent.
is the fear they are going to lose their
right to choose their own doctor.

I say this with a special feeling be-
cause, over the last couple of years,
when we were debating health care,
that was one of the things that was ab-
solutely going to be able to happen.
People are going to be able to have
their own doctor. But there is this
enormous movement in the private sec-
tor to move people into health mainte-
nancé organizations to cut costs down.

I read this, this morning, in the
newspaper. that Washington General
Hospital. now DC General, which is
kind of the last resort for the people of
Washington DC, is thinking, now, of
closing down, merging with Howard
University. That is happening now in
the private sector. I hesitate to even
imagine what happens if you take tens
of millions of dollars away from them.
or institutions like them, over the next
number of years.

How many essential services in our
city—I know in the city of Chicago, I
know either seven or eight emergency
rooms of hospitals have closed down
under the current free-market system.
And the exacerbation of all that, under
these drastic Medicare cuts, is some-
thing which I think is truly terrifying.

Mr. KENNEDY. Will the Senator
yield for a question?

Mr. ROCKEFELLER. I will be glad to
yield.

Mr. KENNEDY. What is the Senator's
understanding of the effect of this par-
ticular provision in the Republican
budget bill and the impact on the peo-
ple of West Virginia. in terms of the
seniors there, their incomes, and what
the Senator thinks would be the im-
pact?

Mr. ROCKEFELLER. I will answer
the Senator from Massachusetts that
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for the average senior in West Virginia.
their income would be about $10,700 a
year, and 21 percent of that they al-
ready spend on health care. There is
little left on the margin just to sur-
vive. If this happens, the deductible
will double, and the premiums will go
up. All kinds of costs will increase, and
services I believe, particularly in the
rural areas. will decrease.

I think that. No. 1, they are going to
feel like they have been abandoned.
VThether or not they will be is yet to be
fully determined. But they are going to
believe they are going to be abandoned.
Hospitals in rural areas are going to
close down. They already are closing.
That will pick up.

So in a State which is 97 percent
mountain and 3 percent flat, as the
Senator knows, they are going to feel
cut off from health care, and in many
cases they will be cut off from health
care because they will have no acute
care beds that will be available to them
because of hospitals that are closing
down.

So expenses will go up. Their fear
will skyrocket. Their hospitals will
begin to close down. Doctors are going
to become much more reluctant to go
into the rural areas of West Virginia
because of the cuts in the graduate
medical education. You are going to
find the kinds of doctors who have tra-
ditionally gone into rural areas to
service seniors are not going to be
trained because they are no longer
going to be funded by the Republican
cuts under Medicare because of the
cuts in graduate medical education.

So I do not know any way that they
win. I can think of no way that they
win. and I can think of 10 ways they
lose.

Mr. KENNEDY. Just finally, if part B
goes up, that is directly deducted from
your Social Security check. Do you an-
ticipate that part B premiums will go
up. and, therefore, the Social Security
checks will be affected for those in
West Virginia as well?

Mr. ROCKEFELLER. It is not nec-
essary to anticipate it. It is a fact.
They will go up. They will double.

Mr. KENNEDY. What is the impact
on the Social Security check?

Mr. ROCKEFELLER. That is just
more money out of pocket. Of course.
the ironic thing there is that 40 percent
of what it is that the majority party is
cutting out of Medicare—$100 billion—
cannot even be used to help the trust
fund. cannot even be used because it is
from part B.

I yield to the Senator from Iowa.
Mr. HARKIN. I thank the Senator for

yielding. He makes an excellent point
to the Senator from Massachusetts.

This comes right out of the Social
Security checks. That is where it is
coming from. It is not coming from
some other place when an elderly per-
son gets that Social Security check.
The amount that they pay in that
monthly premium is going to double
under what the Republicans have be-
fore us.
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Mr. President. Halloween is just

around the corner. It is trick-or-treat
time. This is a trick-or-treat bill. The
trick is on American seniors, and the
treats are the $245 billion tax cuts for
the wealthiest in this country. That is
what it is. They are saying we are try-
ing to scare our seniors. It is not a
scare. It is an actual assault on the
seniors of this country so that we can
treat the wealthiest.

What is this debate really about? Mr.
President. here is what the debate is
about right here on this poster. This is
what the debate is about. Make no mis-
take about it. Notice the date on these
words. October 24. 1995. That was yes-
terday. Last night in a speech to the
American Conservative Union here in
Washington. here is what the majority
leader of the Senate said:

I was there fighting the fight—vot-
ing against Medicare—one of 12—because we
knew it wouldnt work in 1965.

There you have it. The majority lead-
er is saying he is proud of the fact that
he voted against Medicare in 1965 be-
cause he says. 'We knew it wouldn't
work." It will not work? Prior to 1965,
only 46 percent of our elderly had
health care. Today. 99 percent of our
seniors have health care coverage. Tell
me it has not worked. I want the ma-
jority leader to come out here on the
Senate floor and tell the American
public that Medicare has been a fail-
ure. that it has not worked, that he
was right in 1965 when he voted against
it. I wish he would tell me. I wish he
would tell me. I wish he would tell me
about my own family.

When my father was on Social Secu-
rity and an ex-coal miner, we had no
income. All he had was a Social Secu-
rity check. We lived in a small town of
150 people. He had black lung disease.
He was in his seventies. He had no
health care. We had no money. We had
no life savings. We had a little house
and a half acre of property.

Every winter he would get sick and
they would have to take him in to
Mercy Hospital in Des Moines, and,
thank God, the Sisters of Mercy would
take care of him, and they would send
him home. It happened like clockwork
every year. That was the only health
care he had when he was sick as a dog
and they would have to rush him to the
hospital. But before he died, Medicare
came into existence in 1965. And the
last 2 years of his life was by far the
best years he had in his later years be-
cause then he could get health care. He
got it when he needed it. not later on
when he was so sick. But he got it up
front, and he got it with his head held
high and not coming in the back door
to get charity.

I often think that if my father had
had Medicare during the 1950's and in
the early 1960's. he would have lived
longer and he would have been a lot
healthier.

So the majority leader better not try
to tell this Senator that Medicare was
a mistake and that it has not worked.
I have seen too many in my own fam-
ily. I have seen too many elderly peo-

pie in Iowa who, before 1965. did not
have health care living in those small
towns and communities. Their lives
were made better and healthier, and
their children's lives were made better
because Medicare came in and provided
health care for the elderly.

I delight in talking to young people
about Medicare. They think it is just
for the elderly. I do this a lot of times
with college students. I always ask
them. I say, "How many of you have
grandparents that are on Medicare?'
Most of them raise their hands. I say.
'After you get out of school and you

start earning money, for every $100
that you earn, how much of that
money is going to go into the Medicare
trust fund to pay for Medicare? Out of
every $100 you earn, how much goes in
so that your grandparents get Medi-
care?" I tell you, you should hear the
answers I get: $20 out of $100. $10 out of
$100. and all kinds of wild guesses.
When I tell them it is $1.45. for every
$100 they earn. they spend $1.45 so their
grandparents do not have to live with
them. so their grandparents get qual-
ity. affordable health care, they are
amazed.

I asked them. "Do you think it is
worth it? Is it worth $1.45 out of $100 to
put into the Medicare trust fund?"
When you put it that way. they think
it is a darned good deal.

So. yes. We have some problems with
the Medicare trust fund, long term.
short term. and we can address those.
The other side is always talking about
the trustees; how the trustees said it is
broke and we have to fix it. There is
nothing in the trustees' report that
says we have to take $270 billion out of
Medicare. That is what the Repub-
licans want to do to—give a $245 billion
tax break for the wealthiest in our
country.

What our amendment does is send
the bill back to Finance, and come
back with an $89 billion cut in Medi-
care to make it secure but to keep it
and to save it for our elderly. Let us
not have this trick-or-treat bill that
the Republicans have brought out here
to trick our elderly and to take away
their hard-earned savings and put it in
a $245 billion tax break for the wealthi-
est in our country. That is what this
battle is about. Make no mistake about
it.

I yield back my time. I thank the
Senator for yielding me that time.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President.
what is the time remaining?

The PRESIDING OFFICER. The Sen-
ator from West Virginia has 28½ min-
utes remaining. and the Senator from
Michigan has 60 minutes.

Mr. ROCKEFELLER. Does the Sen-
ator from Michigan wish to allocate
time to anyone?

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER (Mr.

FRIsT). The Senator from Michigan.
Mr. ABRAHAM. At this time I yield

myself such time as I may need. and I
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will be very brief. Then I will yield to
other Members—the Senator from New
Hampshire. who has been in the chair.

We have obviously been hearing a
number of claims. accusations. and al-
legations both about the motives of the
Republicans as well as the substance of
the legislation before us. I know that
other speakers will get into more de-
tail in responding. but I will just point
out a few things.

The comments with respect to the
condition of the part A trust fund are
not just whimsical comments. they are
inaccurate comments. and they are
very important comments to America's
seniors. They should know today that
starting in 1996. for the first year the
part A trust fund will begin to run a
deficit. We are no longer talking about
problems that are somewhere out in
the future that we cannot visualize. We
are talking about concrete problems
that are going to be before us in the
very immediate sense soon.

Just last year we heard from the en-
titlement commission. a bipartisan
group of Members of Congress who re-
ported to us that at the rate of growth
in entitlement spending in this country
in just 15 to 20 years. entitlement
spending and interest on the Federal
debt alone would exceed all Federal tax
collections combined. These are not
problems that can be fixed by the old
process of finding a few extra dollars
and throwing them into the Medicare
trust fund. These are problems that
can only be fixed through substantive
changes of the sort which we are offer-
ing here.

The Medicare Program is like a ship
that is badly damaged. It is leaking
water. There are two ways you can deal
with the problem. You can pour more
water over the side and try to bail your
way out, but that will not solve the
problem in a long-term sense. The al-
ternative is to repair the damage. That
is what we are trying to do because we
do not want to just guarantee that
Medicare will be safe for an additional
1 year or 2 years. We want to change
the program to make it stronger. to
protect it, to preserve it well into the
future. We want to give seniors the
right to choose a program that is best
for them, and we want to make sure
that we do that in a way that is not
just cover us for the next election but.
rather, in a way that truly protects
seniors in the long-term sense.

And so at this time. I will yield the
floor and grant whatever time he may
need to the Senator from New Hamp-
shire.

Mr. GREGG. I thank the Chair.
I associate myself with the com-

ments of the Senator from Michigan. I
wish to respond to some of the points
made here by members of the other
side who. I am sure, have done so with
sincerity but who have been inaccurate
to say the least.

Initially. let me state that the pur-
pose of the Medicare reform which has
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been put into this bill is to signifi.
cantly strengthen the program which
has cared for our seniors well bu
which was designed in the 1960s and
which is not functioning well as we
move into the year 2000. It is like a 1960
automobile trying to drive on a turn
pike in 1995. The fact is that the muf
fler has fallen off, the pistons are not
working very well, the chassis is Out of
line, and it needs to be fixed.

In fact, it needs to be significantly
strengthened, and that is what we have
proposed. The basic thrust of the Re-
publican plan is to give seniors essen-
tially the same options which Members
of Congress have.

Now, why is that so outrageous? We
are saying to seniors. 'You shall have
choice. You shall have the ability to go
into the marketplace. if you wish, and
choose other options than what you are
presently supplied under Medicare.'
We are not saying they have to do that,
In fact, we are making it very clear,
under the Senate plan. if a senior de.
cides to stay with fee for service, which
is what most seniors have today, which
is where they go out and choose their
doctor individually, they can continue
in that framework, they can continue
to do that. That is their decision.

What we are saying, however, is if
they should choose, they will have
other choices. If they should choose, as
like many people, their sons and
daughters, who are in the workplace,
to go with some group of doctors who
practice together in what is known as
a PPO, they will have that option. If
they choose, as many of their sons and
daughters do today who are in the
workplace, to go with an HMO, where
you have an affiliation of doctors and
hospitals and delivery systems, they
will have that option.

There are a variety of other options
which we cannot even anticipate be-
cause the marketplace has not created
them yet that we will make available
to our seniors.

And in giving our seniors those
choices, what else do we do? We also
say we are going to give you some eco-
nomic benefit from being a thoughtful
purchaser of your health care. Under
the Senate plan, if a senior chooses a
plan which delivers the same or better
care than they are presently getting
from their fee-for-service plan but hap-
pens to cost less, we are going to allow
the senior to keep that savings. We are
going to create an incentive amongst
seniors to look at other options. We are
not going to say they have to look at
them. We are not going to say they
even have to take them. We are simply
going to say you have that option.

So what is so dastardly about giving
seniors the same option which Mem-
bers of Congress have? I do not under-
stand it myself. But the other side is
outraged for some reason. I think their
outrage functions more from politics
than from substance.

Let us talk a little bit about sub-
stance, about some of the points that
have been made by the other side.
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First, they say there is a $270 billion
cut. That is an interesting concept.
Only in Washington would a program
where you are going to increase spend-
ing by $346 billion over the next 7 years
be deemed a cut in spending.

This is the chart, ladies and gentle-
men. Medicare spending goes up $349
billion—I was off by $3 billion; I apolo-
gize— $349 billion over the next 7 years.
That is a cut in spending? It still re-
mains, under that spending increase,
the fastest growing, most significant
expenditure in the Federal budget. In
fact, if you compare the rate of growth
of Medicare spending over the next 7
years to the rate of Medicare spending
over the last 7 years, you would have to
conclude that over the last 7 years we

savaged it," under the Democrat
terms, because in the last 7 years it
grew to $923 billion spent on Medicare,
but over the next 7 years we are going
to spend $1.6 trillion on Medicare.

So clearly there is no cut here in
spending on Medicare. In fact, per ben-
eficiary, spending on each beneficiary
will go up by approximately $2,000 be-
tween this year and what would be
spent on that beneficiary in the year
2002.

We heard this equally rather inter-
esting argument: Well, there are going
to be more people in the system; there-
fore, more should be spent. Actually,
demographically, there will not be a
significant increase in seniors going
into the system until we hit the year
2007. So that is not an accurate state-
ment on its face.

We heard the statement of essen-
tially, well, but really, to meet the ob-
ligations of Medicare we have to spend
$8,700, or something like that, per sen-
ior in the year 2002. What does that
presume? It presumes a rate of growth
of Medicare which would be 10 percent
per year for the next 7 years—b per-
cent per year. If that is what my col-
leagues on the other side of the aisle
want for Medicare. they have just
signed on to a prescription which the
Medicare trustees have said will lead
to bankruptcy, because it is that 10
percent rate of growth that the Medi-
are trustees, three of whom happen to
be members of this administration,
stated was totally unsustainable—to-
tally unsustainable—and that if it is
allowed to continue at that rate, if
Medicare is allowed to continue to
grow at an annual rate of 10 percent,
the trust fund becomes bankrupt.

They gave us a rather definitive
chart which reflects that, and that is
this chart here. It is a plane crash, la-
dies and gentlemen. A 10-percent rate
of growth leads to insolvency in the
trust fund in the year 2002. So when my
colleagues on the other side of the aisle
say, "But you are simply not increas-
ing spending enough when you are in-
creasing spending by $2,000 per bene-
ficiary over the next 7 years. you have
to increase it by another $2,000." what
they are really saying is we want insol-
vency of the trust fund.

We heard some other rather interest-
ing comments, something about, well.
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the trustees never said that there had
to be anything like $270 billion saved in
order to accomplish the rescue of the
Medicare trust fund. I think my col-
league from Iowa said there is no place
in the trustees report where that oc-
curs; all we need is $89 billion.

1 strongly suggest that my colleagues
on the other side of the aisle read the
trustees' report. I will read it for them.
I have to put on my glasses. though.

The trust fund fails to meet the trustees'
test of long-range close actuarial balance by
an extremely large margin. To bring the HI
program into actuarial balance even for the
first 25 years—

Which happens to be their minimum
year——

Mr. HARKIN. Will the Senator yield?
Mr. GREGG. I am sorry. I will not

yield. The other side did not yield. I
will not yield.

Mr. HARKIN. I wanted to clarify a
point.

Mr. GREGG. I am not yielding to the
Senator from Iowa.

To bring the HI program into actuarial
balance even for the first 25 years under the
intei-mediate assumptions, would require an
increase in the HI payroll tax of about 0.65
percentage points per employee or employer
each or a comparable reduction in benefits.

What does that language mean in
English if you convert it to numbers?
That means that the trustees are stat-
ing that under their most conservative
approach. on an actuarial basis, which
they did not even agree should occur
because they think it is too short of a
timeframe, it would take $386 billion—
$386 billion—of adjustment over a 5-
year period in order to accomplish ac-
tuarial solvency. So this $89 billion
number is specious on its face.

And then we have heard, "But the
premiums of our seniors are going to
double." That is a very interesting ar-
gument. because it just happens to ig-
nore one major point. This plan that
the Republicans have put forward does
not increase the burden of the seniors
on the percentage of premium that
they pay in the part B premium.

Under the part B premium—I think
this should be explained for those who
may not be familiar with it: I know
most in this room are—but under the
part B premium. the senior citizen
pays 31 percent of the cost, the general
taxpayers, specifically the senior's
children and grandchildren who are
working. pay 69 percent of the cost.

Under the Republican proposal, the
senior citizen will continue for the
next 7 years to pick up 31 percent of
the cost of his or her part B premium.
and his children or her children and his
or her grandchildren will continue to
pay 69 percent of the cost of the part B
premium.

We do not change that. Sure, it goes
up. Health care costs go up. Of course
it is going to go up. But as a percent-
age of the cost that is being borne be-
tween the senior citizen and their chil-
dren who are paying the taxes, the sub-
sidy, it will remain the same. Now. if



October 25, 1995
we are to follow the logic of my col-
leagues from other side of the aisle.
what they are saying is that the sub-
sidy that the senior citizens' children
should pay and their grandchildren
should pay should go up.

That is the only logical conclusion
from what they are saying. They are
essentially saying that the senior citi-
zens should receive a greater subsidy
from their children and their grand-
children. so that they will not be pay-
ing 31 percent of the cost of their part
B premium, so that they may be pay-
ing 28 percent or 25 or 26 percent of
that cost. Who is going to pick up the
difference? The senior citizens chil-
dren and grandchildren.

Their commitment, their subsidy to
that premium paid for by the children
and grandchildren of seniors will go
from 69 percent to 70 percent. 75 per-
cent. I do not know where they are
going to end that number. But essen-
tially they are pandering, on that side
of the aisle, to one constituency at the
expense of another constituency.

It is basically generational politics
that are being played. What we have
said in our bill is, Listen, theres a
fair distribution of subsidy between
seniors and their children, the wage
earners and the payers of their subsidy.
Sixty-nine percent is paid for by their
children; 31 percent by the seniors." We
are saying we should continue it in
that reference. We are not suggesting
it be changed at all.

I think most seniors in this country
would view that as a reasonable ap-
proach. I find very few seniors in this
country who wish to pass on to their
children either, one, a country that is
bankrupt, two, a Medicare trust fund
that is bankrupt, or. three, feel their
children should be hit with a further
charge for bearing the cost of their
health care.

What else do we say in this plan? We
say. let us ask the wealthy senior citi-
zens to pay the whole cost or at least a
larger percentage of the cost of the
part B premium. You explain to me
why a person who is working 40, 50, 60
hours a week on a computer assembly
line in New Hampshire or at a res-
taurant or at a garage, why that person
should have to subsidize the top 100 re-
tirees from IBM last year. But that is
exactly what is happening.

Under the present law, the top 100 re-
tirees from IBM may make $150,000 a
year when they retire. And they have a
69-percent subsidy of their part B pre-
mium paid for by John and Mary Jones
who are working real hard just to
make ends meet and take care of their
families. It is not right.

We have corrected that in this bill.
We have said if you have more than
$75,000 as income as an individual.
more than $120,000 of income as a mar-
ried couple, then you have to begin
paying a higher percentage of your
part B premium. In fact, if your in-
comes get into the real high levels.
$120,000. I think it is. for individuals
and $150,000 or $160,000—I have forgot-
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ten the number for married folks—then
you will not get any more subsidy.

Whati wrong with that poliey. thy
friends? Talk about income transfer
from moderate income to wealthy, this
part B premium. as it is presently
structured, is the ultimate in the
wrong way to approach income trans-
fer. So we corrected that.

This whole premium argument is
really inaccurate, as I mentioned a
number of other points they have
made. And then I think the core issue
here becomes this question of solvency.
How do you make the trust funds sol-
vent so that seniors will have it, so
that their children will have it? And
what we have proposed is to put in
place a system which generates a mar-
ketplace competition atmosphere
which will help control the rate of
growth of costs.

As I mentioned earlier, the trustees
have made it very clear that a 10-per-
cent rate of growth of the Medicare
trust fund leads to bankruptcy. It leads
to this horrendous event. It seems that
some of my colleagues on the other
side are willing to accept a 10-percent
rate of growth. The trustees were not.
I am not. Republicans on this side are
not.

So what we have proposed is to try to
slow that rate of growth from three
times the rate of inflation to twice the
rate of inflation. That still is a very
generous increase. As I mentioned,
there is a $349 billion increase in spend-
ing in the Medicare trust fund over the
next 7 years. It is not a dramatic re-
duction in the rate of growth. You are
still talking about a rate of growth
which is twice the rate of inflation. In
fact. if you compare it to what is hap-
pening in the private sector in health
care, it happens to be six times the
rate of growth of premium costs in the
private sector today.

Last year, for example, the health
care system which all of us here in the
Congress benefit from had actually a
drop in the rate of growth of our pre-
mium costs. Why? Because there was
competition, because there was choice.
What we are suggesting is that seniors
should have those same types of
choices that we as Members of Con-
gress have, and as a result we will
hopefully see a significant drop in the
rate of growth in premium costs.

What we are projecting is a drop of 30
percent. We are not even expecting to
get the same drop as in the Congress.
But this is a reasonable drop. That is
what this chart shows.

Instead of a 10-percent rate of
growth. which my colleagues on the
other side seem to be ready to endorse,
which leads to bankruptcy, we are say-
ing let us have a 6.4-percent rate of
growth.

Ironically, the President, when he
sent his budget up here in June—it was
just a sheaf of papers that did not hap-
pen to make a lot of sense in other
areas—the numbers in the Medicare
area were not that far from our num-
ber. In fact. they were a lot closer to
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our number than they are to the 10-per-
cent which my colleagues on the other
side of the aisle seem so enthused for
because the administration under-
stands that it cannot absorb a 10 per-
cent rate of growth in the Medicare
trust fund.

So we have put forward a plan which
will lead to a slowing of the rate of
growth of the Medicare trust fund to
6.5 percent approximately. And how do
we do it? We do it by using the market-
place and by giving seniors more
choices, more options, a stronger
health care system. rather than a
weaker health care system. From my
standpoint. that is what reforming and
improving and strengthening the Medi-
care system is all about. That is what
this whole issue is all about.

We have heard a lot of misrepresenta-
tion on this by the other side of the
aisle already. We have only been at
this for. what. about 45 minutes of de-
bate from the other side of the aisle,
and we have already heard about seven
major misrepresentations, all of which
Ijust noted.

I would hope, however. as we go into
the rest of this debate. that we will
have some integrity in the discussion,
we will get back to talking about what
we need to do in order to make the
Medicare trust fund solvent, and get off
of this issue of trying to scare seniors
through politics, versus addressing the
issue through substance.

I thank the Senator from Michigan
for his courtesy and for his time and
would yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. I'yield 30 sec-
onds to the Senator from Iowa.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. HARKIN. Mr. President, I just
have to respond to my friend from New
Hampshire. He is absolutely wrong.
Here is a statement of a managing
trustee of the Social Security trustees.
Let mejust read this paragraph:

Simply said, no Member of Congress should
vote for $270 billion in Medicare cuts believ-
ing that reductions of this size have been
recommended by the Medicare trustees or
that such reductions are needed now to pre-
vent an imminent funding crisis. That would
be factually incorrect.

So I say to my friend from New
Hampshire. he is incorrect. The trust-
ees never said. and in fact here is a
statement just to the contrary, as the
managing trustee said, it would be fac-
tually incorrect to say that $270 billion
in cuts were recommended by the
trustees. That was never the case.

Mr. ROCKEFELLER. Mr. President, I
yield 4 minutes to the Senator from
Louisiana.

The PRESIDING OFFICER (Mr.
GREGG). The Senator from Louisiana.

Mr. BREAUX. Mr. President, I thank
the manager for yielding the time. I
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was in the New Or-leans Airport coming
back from Washington one time during
the debate on health care 2 years ago.
This elderly lady came up to me in the
airport and said, "Senator-, are you all
working on health care in Washing-
ton?"

I said, "Yes. ma'am, we sure are.'
She said, 'No matter what you do,

please don't let the Federal Govern-
ment take over my Medicare."

This was a senior citizen who
thought the Medicare Program was
working just fine. She thought it was
the best thing she ever had. It was tak-
ing care of her and taking care of her
family. But it showed how concerned
they were about Congress messing with
Medicare.

Today, Congress is messing with
Medicare in a way that is not nec-
essary and is not essential.

Mr. President, 77 percent of the pec-
ple in my State of Louisiana. who are
on Medicare, earn less than $15,000 a
year. Do we wonder why a lady would
come up to me in an airport and say,
'Please don't mess with Medicare"?

Because if we destroy Medicare. where
are these people going to go?

I under-stand that for some, earning
$15,000 a year is something that they do
not even think exists, that nobody canì
be that poor. I say that because I no
ticed a quote in the paper this morning
from one of our colleagues in the other
body which I think is just terrific and
it says something about how some peo
ple think. A Congressman from North
Carolina said:

When I see someone who is making any-
where from 3300.000 to $750,000 a year. that's
middle class.

Middle class? It is not middle class in
Louisiana. It is not middle class for 100
percent of the people who are on Medi-
care in Louisiana who earn less than
$15,000 a year. I would agree with the
Congressman if middle class is people
earning up to $750,000. we do not even
need Medicare. Let them go buy pri.
vate insurance. Maybe let them buy a
hospital if they earn that much money,
or buy their own doctor.

But. Mr. President, seriously, we are
talking about people who can least af-
ford to be left without some kind of se-
curity in their senior years with Medi-
care.

Why is the Republican plan cutting
$270 billion? Very simple, no magic
about it: They need it to pay for the
tax cuts.

The House created this. It was cre-
ated over there. It was conceived over
there. It was born over there. They de-
cided they wanted to put the cart be-
fore the horse:

"We are going to decide if we want to
cut taxes by over $300 billion. You
know what, we have to pay for it.'

"How are we going to pay for it?"
"Oh. I have an idea. Let's cut Medi-

care, let's cut Medicaid, let's cut
earned income tax credit, let's cut wel-
fare. By golly, that will do it."

So, today we have $270 billion taken
out of Medicare, not to fix Medicare.
This is not reform of Medicare. It is the
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same old status quo. It just has less
money in it, by $270 billion.

Is that needed? No. It is very clear
that actuaries—these are the guys who
wear green shades. They are not Demo-
crats or Republicans, they are actuar-
ies, CPA's. What do they say we need
to do to fix -Medicare? It is very clear.
The actuary for Health and Human
Services says clearly you can fix Medi-
care to the year 2006 by reducing the
spending $89 billion.

Guess what the Democratic package
does? It reduces spending by $89 billion.
not $270 billion, because that is not
needed. You wonder why the people
come up to us in airports and on Main
Street and say. . Don't let Congress
take over Medicare,' because they are
scared to death we might do exactly
what this plan does: It rips it up. it
cuts it up in an extreme manner and
not to fix it. There is not a real innova-
tive idea in their plan. but there are a
lot of cuts, and the cuts are more than
are necessary to fix it.

That is clear: that is simple. Non-
political people have said it, and we
should get about the business of fixing
it with $89 billion, which is difficult to
do but must be done, and then I will
suggest a bipartisan commission, with
our colleagues on the Republican side
working with us to come up with a
long-term fix. It 'ain't" going to get
done by themselves, and we are not
going to be able to do it by ourselves.
Do the short-term fix, appoint a bipar-
tisan commission and get the job done.

Mr. DORGAN. Will the Senator
yield? We saw somebody stand up with
a chart on the other side of the room
and say, 'What cut? We are not cutting
Medicare." Can the Senator respond to
that?

Mr. BREAUX. It is $270 billion less
money than they had last year. You
can call that whatever you want to call
it, but if it looks like a duck, walks
like a duck and quacks like a duck, it
is probably a duck where I come from.
This is a duck.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. ROCKEFELLER. I yield 5 min-
utes to the Senator from Nebraska.

Mr. KERREY. Mr. President, I hope
the Senator from Louisiana was not re-
ferring to me in his animal compari-
son.

I regret to say I support this amend-
ment, not because I believe that it is
wrong but because I believe Medicare
does need to be reformed. I do not be-
lieve. in fact, we need another biparti-
san commission. We have a bipartisan
commission recommendation that lays
Out what needs to be done long term
with Medicare. Unfortunately, in the
budget resolution, we do not do that.
Unfortunately, in this reconciliation
agreement, we do not do it.

What we have done is we have identi-
fied a short-term need, which is to
come up with money to fund a series of
tax breaks, and we are using, among
other things, significant reductions in
Medicare over the next 7 years to do it.
And worse. Mr. President, we leave the
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long-term problem unchecked. If you
doubt it, just look at the cost of man-
dated programs this year versus the
cost of mandated programs at the end
of 2002. It is one of the biggest reasons
that I seriously doubt that this body or
the House is going to be able to hang in
there and vote these kinds of cuts over
the next 7 years.

At the end of this budget cycle, at
the end of this 7-year period, we will
have 25 percent of our budget for appro-
priated items. That will be $400 billion
this year for defense and nondefense.
and anybody with just a rudimentary
understanding of the budget would
know it is unlikely that we are going
to be able to get the job done.

First of all, Mr. President, it does, as
many have already said, try to come up
with savings in the short term in order
to be able to fund tax breaks. It leaves
the long-term problem unchecked. Do
not waste another million on a biparti-
san commission. There is one that
Jack Danforth and I did. It will not be
pleasant when you look at the rec-
ommendations. The long-term rec-
ommendations to phase in changes con-
tain many of the things that are asked
for by the Republicans, only even more
so. but over a long period of time, giv-
ing people a chance to plan.

One of the reasons that seniors are
frightened by this whole debate is. as
many people have already said. their
incomes tend to be low. They have a
difficult time purchasing insurance and
buying health care. It tends to be a
very high percentage of their dispos-
able income. and they are terrified that
tomorrow they might receive some
health care bill that they are unable to
pay.

Second. as far as generational war-
fare. it is the concern of their children
and of their grandchildren that they
may get stuck with these bills as well.
So this terror that seniors feel does not
come as a consequence of Democratic
rhetoric, it comes as a consequence of
an honest evaluation of income and
likely expenditures.

Third. I find objectionable the deals
that were made with the AMA. particu-
larly on the House side. to get an
agreement over there.

Fourth. it does not reform the sys-
tem and really use the market and
allow competition. Mr. President. $152
billion of the savings comes from cuts
to providers: $71 billion in increased
payments by beneficiaries; $43 billion
by reducing payments to HMO's: only
$2 billion come from increased use of
competitive market forces.

Next. rather than taking a step to-
ward universal coverage, which we
ought to be doing if we want to have a
market economy in the late 20th cen-
tury. when we say to businesses. "Go
out there and be competitive, try to
keep your costs under control and still
have a civil society,' we have to have
universal coverage.

Republicans now have reached a con-
clusion that they want to preserve
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Medicare. I suspect Leader DOLE will
come and say that his remark last
night was taken Out of context. If you
want to preserve Medicare, that means
you recognize at some point the mar-
ket does not work. Well, it does not
work for an awful lot of people—over a
million in 1994 alone—who moved into
the ranks of the uninsured.

We need a safety net that provides
universal coverage. The problem, of
course, is that to be able to do that, we
are going to have to dramatically
change the Medicare/Medicaid income
tax deduction and the VA.

Next. I have heard it said that we
want to give seniors exactly what Fed-
eral employees have. Please, let us not
overpromise again. Our salaries are
$133000 a year. Look at the compari-
sons. We pay $44 a month: seniors pay
$46. and under the GOP plan, it goes to
$89. We have unlimited hospital care;
theirs is limited. Our prescription
drugs are covered: theirs are not cov-
ered. We have a deductible of $350: they
are at $816. Here are more extensive
services under preventive services, an
out-of-pocket of $37.50. We do not want
to say to seniors—and I have heard it
said and.I know the marketing is going
on and this has been tested very well.
Let us not overpromise here. If we say
to seniors what we are doing in this
proposal is giving you what Federal
employees have, there is going to come
a substantial and a rude awakening.

In conclusion, Mr. President, I hope
that in fact a majority does vote for
this amendment. I hope we recommit
this to the Budget Committee and Fi-
nance Committee. I would love to par-
ticipate now in a bipartisan effort to
control the long-term cost of entitle-
ment and mandated spending. I think
we are extinguishing our capacity to
invest in education, transportation, re-
search, child care—those things you
need in an active economy.

Mr. President, most particularly, I
hope there can be a bipartisan consen-
sus begin to emerge as a result of see-
ing the value of Medicare, that we need
a new safety net that says if you are a
citizen or legal resident, you will kiiow
with certainty that you are going to be
covered.

This proposal takes us away from
those goals rather than toward it.
Therefore. I support the amendment of-
fered by the Senator from West Vir-
ginia. I hope that a majority of Demo-
crats and Republicans who understand
the short- and long-term proposal will
vote for this amendment so we can,
hopefully, reach some kind of biparti-
san consensus.

Mr. ABRAHAM. Mr. President, how
much time is left?

The PRESIDING OFFICER. The Sen-
ator from Michigan has 40 minutes left.
The Senator from West Virginia has
15'/2 minutes.

Mr. ABRAHAM. At this time, I yield
9 minutes to the Senator from Utah.

Mr. BENNETT. Mr. President. on
Monday, October 16. there was a very
interesting article that ran in the Wall
Street Journal. At the appropriate

time, I am going to ask unanimous
consent that it be printed in the
RECORb.

The headline says: Clinton Recruits
Campaign Team of Nasty Boys' With
Reputation as Tough. Savvy Hired
Guns.'

Then the lead paragraph says:
Gearing up for 1996. President Clinton is

fielding a motley crew of re-election strate-
gists with reputations for shrewdness and
ruthless tactics. A mainstay on his team.
New Yorker Henry Sheinkopf. readily boasts.

I subscribe to terror.'
That is a very interesting statement,

Mr. President. I have had it put on a
chart—we are debating this whole
thing with charts—I subscribe to ter-
ror."

He goes on to say in the article:
Terror tends to work . . . because it is so

easy to make people hate.
Now, back to the article, quoting:
Mr. Sheinkopf doesn't deny the remarks.

but says they were taken Out of context. He
says he was addressing the strategy for a
noncandidate campaign

A noncandidate campaign. That is
very interesting because what we have
running on the airwaves today is a se-
ries of television ads that are terroriz-
ing our senior citizens, and this is a
noncandidate campaign. Mr. Sheinkopf
was the architect of this summer's un-
precedented ad campaign on crime.

This is the next statement that I
have here on a chart. He is part of the
group that wanted to start the Medi-
care ads early this summer. Quoting
now:

The team wanted to attack the GOP with
Medicare ads in early September . . . they
got the go ahead.

Again, he said, 'I subscribe to ter-
ror." That is the statement of the
President's strategist on noncandidate
campaigns.

There is more in the article. I will
quote a few before I turn directly to
the Medicare debate. But this dem-
onstrates what we are faced with, as
far as the ads currently running on tel-
evision are concerned. Quoting:

Already, friends of the administration peg
these mercenaries The Nasty Boys.' Like
Mr. Clinton, many of them are accused of
lacking an ideological rudder, allowing them
to roam from left to right on policies.

Elsewhere in the article, it says:
Elizabeth Holtzman will never forget when

she first heard about Mr. Sheinkopf. The
former New York congresswoman was run-
ning for Brooklyn district attorney in the
1980s when, she says, her opponent fired off
one of the nastiest, sexist ads' she had ever
heard. , . . She found Out the spot was cre-
ated by Mr. Sheinkopf.

Her reaction? She hired him for her next
campaign.

'He's very creative," Mrs. Holtzman says.
And, like other members of this media team.
he'll bat for most anyone—as long as they
are paying clients.

Mr. President, I ask unanimous con-
sent that the entire article be printed
in the RECORD at the conclusion of my
remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit I.)
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Mr. BENNETT. Mr. President, I

found this interesting because it dem-
onstrated what is happening to politi-
cal debate in this country when we are
not debating the merits or demerits of
the proposal before us. Instead, we are
mounting 30-second spots to attack
each other in the spirit of terror. That
is not my word, but the word of the
man whom the President of the United
States has chosen to advise him on this
particular issue.

By contrast, Mr. President, I am
aware of some focus groups that have
been held in an attempt to understand
this issue, where the Republican plan
was described in as neutral a term as
possible and the Democratic proposal is
described in as neutral a term as pos-
sible: they were presented to a group of
senior citizens in a focus group, with
the first called the Smith plan and the
second one called the Green plan. Dis-
cussion was held, without any preju-
dice one way or the other. When it was
over, they found that by about an 80
percent to 20 percent margin, in vir-
tually every section of the country
where this attempt has been made to
find out people's reaction, the Smith
plan out-polled the Green plan. And
only then was it unveiled to these peo-
ple that they had, in fact, by a vote of
4 to 1, subscribed to the Republican po-
sition rather than the Democratic posi-
tion on this issue.

I find this very encouraging for this
reason, Mr. President. I go back to the
debate in the last Congress over health
care when the President unveiled his
health care proposal. A very substan-
tial majority of Americans were in
favor of it, We on this side of the aisle
felt very lonely in our opposition to it,
but we were sustained by this knowl-
edge: The more people that knew about
the President's plan, the less they ap-
proved of it. The more the information
got out, the more the poll numbers fell.
So that by the time we finally got to
the resolution of that issue on this
floor, they had switched completely.
Instead of being 2 to 1 in favor of the
President's plan, they were 2 to I in op-
position to the President's plan.

Based on the research that has been
done in this nonideological fashion, we
find that the more people know the
facts of the Republican proposal on
Medicare, the more they support it. So
that, over time, the American people—
as they did with President Clinton's
plan—are going to move in the direc-
tion of supporting the Republican posi-
tion.

Right now, if you look at the polls.
they are virtually identical. If you poll
Americans. about 50—50 are saying we
are for the Democrat position or we are
for the Republican position. That
would bother me a great deal if I did
not know that the more people know
about the particulars of our plan. the
more they support it.

So I urge my fellow Republicans to
stand firm with where we are, knowing
that time is on our side, that facts are
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on our side, and do not be terrorized by
the deliberate program of terror that is
being mounted primarily Out of the
White House and from the Democratic
National Committee.

I yield the floor.
EXHIBIT I

[From the Wall Street Journal. Oct. 16. 1995]
CLIrTON RECRUITS CAMPAIGN TEA?vl OF

"NASTY BOYS" WITH REPUTATION AS TOUGH.
SAvv'' HIRED GUNS

(By Michael K. Frisby)
WAS-flNGToN.—Gearing up for 1996, Presi

dent Clinton is fielding a motley crew of re
election strategists with reputations for
shrewdness and ruthless tactics. A mainstay
on his team, New Yorker Henry Sheinkopf,
readily boasts. '1 subscribe to terror.

Already, friends of the administration peg
these mercenaries The Nasty Boys.' Like
Mr. Clinton. many of them are accused of
lacking an ideological rudder, allowing them
to roam from left to right on policies. Bill
Lacy. a strategist for COP frontrunner Sen.
Robert Dole of Kansas. says he expects 'a
scorched earth campaign from this group.

The Clinton-Core re-election campaign
will be headed by a prominent Democrat,
perhaps a cabinet member, who will set the
grand blueprint with the president. But
every campaign relies on its savvy strate-
gists and creative media team to fire up vot-
ers. And Mr. Clinton has loaded his campaign
with the most aggressive war counselors
available.

Led by Dick Morris, of Connecticut. the
president's media-message team also in-
cludes the New York polling firm Penn &
Schoen Associates Inc. It's anchored by
Washington veteran Robert Squier, a fire-
brand himself, who plays a calming role on
this feisty group. 'We are putting together
an exciting creative team that can pick up
where the strategic thinking leaves off,' Mr.
Squier says.

It is Mr. Sheinkopf, a whiz at low-budget
ads, who has raised the most eyebrows. A
year ago, he shared his trade secrets at a
convention of political consultants and
talked about using fear to win campaigns.
Mr. Sheinkopf told the gathering. Terror
tends to work . . because it is so easy to
make people hate."

Mr. Sheinkopf doesn't deny the remarks,
but says they are often taken Out of context.
He says he was addressing the strategy for a
noncandidate campaign, such as a referen-
dum fight, in which the clients don't have
much money. "I'm tough. but I'm not ruth-
less." he insists, 'I fight for my clients."

Elizabeth Holtzman will never forget when
she first heard about Mr. Sheinkopf. The
former New York congresswoman was run-
ning for Brooklyn district attorney in the
1980s when, she says. her opponent fired off
one of the "nastiest, sexist ads" she had ever
heard. ' The voice said. 'She's a very nice
girl. I might like her for my daughter, but
not district attorney.'" Ms. Holtzman re-
calls. She found Out the spot was created by
Mr. Sheinkopf.

Her reaction? She hired him for her next
campaign.

•'He's very creative.' Ms. Holtzman says.
And, like other members of this media team,
he'll bat for most anyone—as long as they
are paying clients.

Mr. Sheinkopfs claim to fame is hot radio
spots for African-American candidates, many
of whom are liberals, Yet, he and his partner,
Gerry Austin. in the wake of the riots after
the Rodney King case, worked on behalf of
Los Angeles police officers fighting a reform
measure on the ballot. Mr. Morris. a long.
time associate of Mr. Clinton. has worked for
conservative Republicans, such as Mis-
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sissippi Sen. Trent Lott. Mark Penn. a part-
ner in Penn & Shoen, worked for maverick
Ross Perot in 1992, and the firm does consid-
erable work for corporations.

Thus far, the consultants, with Mr. Morris
calling the shots, have helped bring Mr. Clin-
ton back to life after last fall's GOP sweep.
'They have presented a disciplined and con-
trolled message.' said Democratic strategist
Robert Beckel. "It has put the president
back in the dance."

PUSH FOR BUDGET PLAN

Even Mr. Morris's critics tip their hats to
his pushing the president to offer up a bal-
anced-budget plan last spring, a move that
embittered other Democrats. Mr. Morris ar-
gued it would gain the president credibility
on economic issues, opening the door for him
to now hammer the GOP for squeezing Medi-
care and education funds without appearing
to be a tax-and-spend Democrat.

Mr. Sheinkopf was the architect of this
summer's unprecedented ad campaign—16
months before the election—portraying Mr.
Clinton as tough on crime. Using his connec-
tions, the former New York City police offi-
cer lined up cops around the country for the
ads.

Inside the White House, the acceptance of
Mr. Morris and his crew is growing, but there
are still spats. The team wanted to attack
the GOP with Medicare ads in early Septem-
ber. but were blunted by Deputy Chief of
Staff Harold Ickes, who doesn't want to get
caught short on campaign cash next sum-
mer. By late September. however. the media
team got the go-ahead.

Aides say that while Mr. Clinton values his
hired guns, the president is comfortable with
Mr. Ickes controlling the purse strings and
taking charge of relations with the Demo-
cratic base—unions, liberals and minority
voters.

The team may prepare one more media hit
before January; it is likely to be either a
package on the budget battle or about Mr.
Clinton cherishing the same values as aver'
age Americans. -

Some Democrats privately raise concerns
about whether this crew is ready for prime
time, however. Mr. Morris, for one, is de-
scribed by many as brilliant, but has his
share of bloopers. Last year. he produced an
ad for Tennessee GOP gubernatorial can-
didate Don Sundquist that people still talk
about. It was a high-tech TV spot with a car
driving in a video game. crashing into bar-
riers with signs carrying the theme that the
candidate was against taxes.

"It didn't have the desired effect." con-
cedes Ray Pohlman, the campaign manager.
But in the next breath, he says Mr. Morris is
fabulous at deciphering polling data and
crafting a message. And Mr. Sundquist won
the election.

The strategizing on the Clinton campaign
goes right down to bringing in an outside ex-
pert to do the video work. Mr. Morris. who
was responsible for hiring Mr. Sheinkopf.
also recruited Marius Penczner, who runs a
video production house in Memphis, Tenn.
Mr. Penczner, whom Mr. Morris met on the
Sundquist campaign, is known more for
country music videos than political work.
Mr. Clinton has marveled at the quality of
Mr. Penczners Oval Office video shots, which
are in most of the president's TV spots.

CONTROVERSIAL POLL

Mr. Morris also picked Penn & Schoen as
the campaign pollsters. virtually ousting old
Clinton hand Stan Greenberg. Their results.
however, are sometimes controversial. Their
oll put then-Ohio Rep. David Mann up 28
?oints in his Democratic primary fight
against State Sen. William Bowen. A short
time later-, fund-raising letters went to pol it-
cal action committees, citing Mr. Mann's
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lead. He won the race, but by two percentage
points. "We laughed at that poll." recalls
Mr. Bowen. "It wasjust part of their tactical
strategy to show him way in front: that
wasn't the case."

The poll was five months before the elec-
tion, and undecided voters later turned
against the incumbent. says Douglas Schoen.
"We always thought it would be close," he
says. noting a poll closer to the election
showed a tighter contest.

The new Clinton campaign team raises
concerns among presidential scholars. While
applauding their cleverness, experts search
for the intellectual thrust. Mr. Clinton likes
to be compared to President Truman, who
overcame a hostile Congress to win re-elec-
tion. But Fred Greenstein, a Princeton Uni-
versity historian, notes Truman's comeback
was fueled by the intellectual energy of
Clark Clifford and others—not image-mak-
ers. And that. he says, is missing from a
Clinton team searching for the best political
answer.

"Maybe you need someone with sub-
stantive fiber to give you advice," Mr.
Creenstein says.

The PRESIDING OFFICER. Who
yields time?

Mr. BREAUX. I yield 30 seconds.
Mr. WELLSTONE. Mr. President, I

say on behalf of my good friend. Sen-
ator HARKIN, and myself. the Senator
from Utah says the more people learn
about the plan—we just got there.
There has not been one hearing. How
many pages are there?

Mr. HARKIN. There are 2,000 pages.
Mr. WELLSTONE. Mr. President.

2.000 pages, and people do not know
what is in here. We did not have ex-
perts come to committee. People in
Iowa, Minnesota. and across the coun-
try——

Mr. HARKIN. How many days of
hearings have we had?

Mr. WELLSTONE. Not anything.
Mr. HARKIN. Zero. The American

people have no idea what is in this.
Mr. WELLSTONE. The people do not

know about this.
Mr. JOHNSTON. Mr. President, 23

years ago I came to the U.S. Senate as
what we call a Southern conservative.
There are not as many of us left as I
would like there to be, but throughout
that time. Mr. President. I have frank-
ly given my party some consternation
by opposing some things which I
thought were too liberal, particularly
when it came to what I thought was in.
come redistribution.

I can recall opposing the CETA Pro-
gram because I thought it was sort of a
make work program that would take
money and give it to poor people. just
sort of without working

Now, Mr. President. in spite of the
fact that I remained through all those
23 years as a Southern conservative, I
oppose strongly this program.

Mr. President. this program goes in
the exact opposite direction because it
is income redistribution from bottom
to the top.

Mr. President. I will be leaving this
institution in another year. I must say
that we are leaving, if this passes, we
are leaving in its wake a real difficult
situation for people of modest means in
this country.
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While we are taking care of those

who are better off—the tax credit for
children goes up to $110000, people with
those incomes—the top 1 percent, Mr.
President. in this country, are going to
get almost $5000 per person.

Mr. President, what this does to poor
people, what it does to people of mod-
est means in my State—this is not
scare tactics. Mr. President—we are
going to have 4,700 fewer people on
Head Start, school loans are going to
be restricted, summer jobs are elimi-
nated by the thousands in my State.

There will be 406,000 children in Lou-
isiana whose nutrition is going to be
cut because of this program. Mr. Presi-
dent, 60,000 people of modest means in
my State are going to have to pay
more for housing.

Mr. President, going right down the
line—look at Medicare. We will have 17
million low and moderate-income peo-
ple in this country who will have an
average tax increase of $352. The Medi-
care people who are having their Medi-
care cut, their average income is
$17,750, while we are giving tax cuts to
those of greater income.

Now. Mr. President. there is a bliz-
zard of propaganda——

The PRESIDING OFFICER. The 3
minutes yielded to the Senator has ex-
pired.

Mr. JOHNSTON. Mr. President, I op-
pose this program because it is income
redistribution from the bottom to the
top.

Mr. ABRAHAM. Mr. President. I
yield 5 minutes to the Senator from
Delaware.

Mr. ROTH. Mr. President, as chair-
man of the Finance Committee. I must
oppose the Democrats' amendment for
one simple reason: It does not preserve
the Medicare Program for this genera-
tion, and, especially important, not for
future generations. That was the con-
clusion that the Finance Committee
came to when it voted down this
amendment during our deliberations.

My good friends and distinguished
colleagues. Senators MOYNIHAN and
ROCKEFELLER, offered a similar amend-
ment during the Finance Committee
markup to save $89 billion from the
Medicare Program over the next 7
years. Frankly, it did not go far
enough then and it does not go far
enough now.

The Congressional Budget Office did
a preliminary estimate of the Medicare
trust fund effects of the Democrats'
amendment to save $89 billion from the
Medicare Program. Remember, it is the
CBO office that the President himself
said is the one that should be making
these kind of determinations.

Here is what CBO's preliminary esti-
mates showed would happen to the
Medicare HI trust fund if only $89 bil-
lion is saved over the next 7 years. The
Medicare HI trust fund would only be
solvent through the year 2004. In other
words. it would get us through the next
election.

CBO further said that the Medicare
HI trust fund would have a negative

balance of $8.4 billion in the year 2005.
This would mean that Medicare could
not pay ts bills on time ui the yêàr
2005.

Even more alarming under the Demo-
crats proposal, CBO says that the Med-
icare trust fund could not even pay a
full year's Medicare benefits starting
in the year 2001. Mr. President, that is
only 6 years from now.

In contrast. CBO says that our pro-
posal meets the Medicare trustees. Re-
member. those trustees are primarily
appointed by the President. It says it
meets the Medicare trustees' 10-year
test of financial adequacy. In other
words, Medicare has enough money in
the HI trust fund at the end of every
year—that is critically important—at
the end of every year for the next 10
years. to pay the entire next year's
Medicare benefit.

Mr. President, the Medicare HI trust
fund has a $300 billion balance in the
year 2005. The Medicare trust fund bal-
ance is increasing—would be increasing
instead of decreasing every year.

Using CBO's estimate through 2005.
we went to the Office of the Actuary to
get their preliminary estimate of how
long solvency would be extended under
our proposal. The Medicare HI trust
fund solvency will be extended until
about the year 2020 under the proposal.
That is our estimate, in consultation
with the Office of the Actuary. That is
a quarter of a century from today.

What a contrast to what would hap-
pen under the proposal before when it
would only be solvent to 2005.

Mr. President. $89 billion in Medicare
savings just is not enough. Even the
President earlier this year said that at
least $127 billion in Medicare savings
are necessary.

Let me just say, Mr. President, a few
words about the need for savings to
Medicare part B. Most attention has
been focused on the need to restore sol-
vency in the part A trust fund.

But part B spending is a big, big
problem. According to Medicare public
trustees—again, appointed by Presi-
dent Clinton—the Medicare part B
spending shows a rate of cost which is
clearly unsustainable. Medicare part B
spending was $2 billion in 1970. In 1995
the Congressional Budget Office esti-
mates Medicare part B spending to be
about $66 billion.

The PRESIDING OFFICER (Mr. GOR-
TON). The time yielded to the Senator
from Delaware has expired.

Mr. ABRAHAM. I yield the Senator
from Delaware an additional minute of
time.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. ROTH. Mr. President, let me con-
clude by saying that without savings in
the part B program we cannot say that
we have effectively tackled the prob-
lem of fixing Medicare. Therefore, I op-
pose the Democrats' amendment be-
cause we have already debated and
voted down this amendment in the Fi-
nance Committee. It does not go far
enough to help the Medicare HI trust
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fund, and we do not want to do it in
small steps that will only cost more
and create greater hardship. It appears
to do nothing, to be candid, to slow
Medicare part B spending, which is a
significant problem. For that reason. I
must oppose the amendment.

I yield back the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. ABRAHAM. Mr. President. I in-

quire as to how much time is left at
this point?

The PRESIDING OFFICER. The Sen-
ator from Michigan has 25 minutes.
The Senator from West Virginia has
11½ minutes.

Mr. ABRAHAM. At this time I yield
5 minutes to the Senator from Georgia.

The PRESIDING OFFICER. The Sen-
ator from Georgia is recognized.

Mr. COVERDELL. Mr. President. this
whole debate baffles me. I think it
really boils down to those who want
the status quo and those who want to
confront the fiscal dilemma.

The entitlement commission was
chaired by the distinguished Senator
from Nebraska who is on the floor
right now and that sets the predicate
for everything that has to be done. I
commend the Senator for that work. I
wish a lot more was being said about
it.

But, in essence, that report says that
within 10 years all U.S. revenue and
wealth is exhausted by five programs:
Social Security, Medicare, Medicaid.
Federal retirement, and the interest on
our debt. And then there is nothing
left.

So it is entirely appropriate that the
new majority confront these issues. In
the discussion. with repeated fre-
quency, the other side tries to link the
tax reduction that we are proposing to
Medicare. Over and over and over we
hear that somehow, something is being
taken away from Medicare to help a
tax reduction.

The President. of course. has already
admitted that he raised taxes too much
in 1993. We are trying to help him fix
it, even without the support of his col-
leagues here on the Senate floor.

But this is not a vacuum in which we
are operating. What happens to the $245
billion in tax reductions? First of all,
the savings on Medicare by law stay in
Medicare and extend the solvency,
which is why we have been given assur-
ances that our Medicare proposal will
assure solvency for a quarter century,
25 years. Their suggestion gives us 24
months. Is America looking for a Band-
Aid or a solution for these senior citi-
zens?

Let us step aside. Why are we coming
forward with a tax reduction? I read
here, from Llewellyn H. Rockwell. of
the Ludwig Von Mises Institute in Au-
burn. AL. He says:

Even as family income has declined since
1970. the Federal Government's tax hike in
real terms has increased more than 600 per-
cent.

An average family, making $40,000 a
year. with two children, is seeing half
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their total income absorbed and taken
away by a Government. In 1950. Ozzie
and Harriet, the quintessential family,
sent 2 cents Out of every dollar off to
Washington. If Ozzie was here today, he
would be sending 24 cents to Washing-
ton.

The point is we have marginalized
the average family. We have taken so
much of their resource away from them
that they are unable to fulfill their
principal obligations to their children
—to housing, to clothing, to education
and health. So, it is important that
there is a tax reduction. Their Presi-
dent has already acknowledged it. And
we are fulfilling it.

Mr. President. 70 percent of this thx
relief will go to families with incomes
under $75,000. This proposal alone, for
this family that makes $40000, the
combination of the tax reduction and
the balanced budget. will put between
2.000 and 3.000 new dollars on the kitch-
en table of every family home. That is
an equivalent increase of their dispos-
able income of 10 to 20 percent. depend-
ing on the family. That relief is long
overdue.

We will lower their interest pay-
ments on their mortgage, probably
about $50,000. by $1,081. We will lower
the interest expense on their car loan
by about $180 a year: on the student
loan, by $220 a year: on their credit
card. With the two children, they will
get $500 for each child.

This isjust the beginning, and that is
$2,500 to that average family. Given the
fact we are taking half their income
now, do we not think it is about time
that something got back to the average
family? This tax relief does not dis-
appear. This goes to real working fami-
lies. real people who are having a hard
time making ends meet. To extend sol-
vency and to help the middle-income
family is entirely appropriate.

Mr. President. I yield the floor.
The PRESIDING OFFICER. The time

of the Senator has expired. Who yields
time?

Mr. CHAFEE addressed the Chair.
The PRESIDING OFFICER. Who

yields time?
Mr. ABRAHAM. Mr. President. I

yield 5 minutes to the Senator from
Rhode Island.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. CHAFEE. Mr. President. what I
would like to do this afternoon, briefly.
is to address the so-called part B pre-
mium situation. It seems to me. in all
of this political maneuvering around
here. the Democratic Party has over-
looked the unfairness that is occurring
in the part B premium.

What is the part B premium? The
part B premium is an insurance pro-
gram that those on Medicare take Out
if they wish. When Medicare was set
up. under the part B proposal the Fed-
eral Government was going to pay half
the cost of the premium, and the in-
sured was going to pay the other half.
But over the years that has deterio-
rated so now, currently. the insured is
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paying 31.5 percent. Not 50 percent of
the premium. but 31.5 percent.

Do we change that? No, we do not
change that at all. That remains con-
stant at 31.5. I do not know how any-
body could complain about that. You
get 100 percent of the premium and you
only pay 31.5 percent for it.

We then go on to say. wait a minute,
this is costing the Federal Government
a lot of money. It is costing the Fed-
eral Government $42 billion a year to
subsidize that part B premium. the
other 69 percent. So we say. is it not
fair for the richer people to pay more
of that premium? So that is what we
provide. We provide for individuals
with $50,000 of income—this is not some
pauper. this is an individual with
$50,000 of income—or a couple with
$75,000 of income, that they will then
start paying more of that premium
than 31.5 percent. Apparently they do
not think that is fair. I think it is emi-
nently fair. Why should some jewelry
worker in the city of Providence have
his or her wages deducted and go into
the general Treasury and come out to
pay some wealthy person's premium
under part B of Medicare?

But does that person at $50,000, or
$75000 a couple. have to pay all the
premium?

The answer is no. they do not. They
just start paying more than the 31.5
percent. When do they start paying the
full part of the premium? When the in-
dividual reaches $100,000 and the couple
reaches $150,000.

So. Mr. President, this is a very fair
program. By the way. if the person
does not want that insurance. they do
not have to take it. It is an optional
program. I do not know. Apparently,
over on the other side they think it is
wonderful that the Federal Govern-
ment subsidizes these insurance pro-
grams.

Jack Kent Cooke, the owner of the
Redskins, is having 70 percent of his
doctors' bills paid for by some worker,
somebody who cleans up the halls or
works in a restaurant. I do not think
that is fair.

I think the program that the Repub-
licans have submitted in connection
with Medicare is an eminently fair pro-
gram. and. Mr. President, I urge its
support in this Chamber.

I think there is no need for this re-
committal motion whatsoever.

The PRESIDING OFFICER. Who
yields time?

The Senator from West Virginia.
Mr. ROCKEFELLER. I yield 4 min-

utes to the Senator from Massachu-
setts.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. KERRY. Thank you. Mr. Presi-
dent. I thank my friend from West Vir-
ginia.

Mr. President, the Senator from
Rhode Island said that he thinks it is
eminently fair. Let me try to just re-
duce it to the simplest. and I think the
most truthful assessment of what is
fair and what is not fair. Most Amen-
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cans, when they stop and look at what
is about to happen, are going to wind
up asking if it is fair to take an assess-
ment by the trustees of Medicare that
says there is a $90 billion problem. and
turn it, through political sophistry,
into a $270 billion problem so that you
can give a $245 billion tax cut. That is
absolutely what this comes down to.

This is a zero-sum game. This is a
process of balancing the budget. And in
their balanced budget, they are offer-
ing a $245 billion tax reduction to
Americans. How do they get it? They
do not pull it out of the sky. It has to
be balanced against other items in the
budget. And in order to find the room
to balance the budget and provide the
$245 billion tax cut, they give a $270 bil-
lion definition to a Medicare problem
that the trustees themselves call an $89
billion problem. It is that simple. Take
away the smoke, take away the mir-
rors, and take away the rhetoric. You
cannot balance the budget with a $245
billion tax break without finding the
money somewhere. And they find the
money by taking it from seniors. Is
that fair?

They say to Americans they are giv-
ing every American family a tax break
for having children—the $500 credit.
But analysis will show that. too. is not
only not fair. but it is not truthful be-
cause not every American family will
get the tax credit because not every
American family qualifies because of
income to have an income tax reduc-
tion. Most American families pay their
taxes—a large burden—many. through
the payroll tax. And because the tax
credit is not refundable to them at the
lower end of the income scale, they will
not get the benefit. So not only do you
have a skewed tax relief. so to speak,
but you have a discrimination against
the hard-working average taxpayer of
America.

But it is even worse than that. Mr.
President. Because while they give a
tax break of about $5,000-plus to the
person earning more than $350,000 a
year, they raise the taxes on the person
earning less than $30,000 a year.

That is an extraordinary definition of
fairness. I do not know where you get
that definition of fairness. The Medi-
care cuts themselves are going to be
devastating, devastating. There are
more and more post-World War II baby
boomers who are reaching the age of 65,
and the number of people paying taxes
to pay for them is diminishing. Today
you have an estimated four taxpayers
supporting a Medicare part A bene-
ficiary, four people supporting one. But
when the baby boomers retire between
the years 2010 and 2015 you are going to
go down to about two people paying for
each one of those on part A.

The result of that with these cuts is
going to be that you are going to have
an overall population increase of 2 per-
cent. but are you are going to have a
30-percent increase of people on Medi-
care looking for their retirement bene-
fits under Medicare? The problem is
under the cuts and the reductions of
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the total pot that will be made avail-
able by the Republicans, you are going
to be having people come in at a 30-per-
cent increase saying. Where are the
benefits that I am due? And they are
not going to have them.

Mr. President. this is not fair. It is
not sensible. And I hope that we will
adopt the amendment of the Democrats
to have a fair distribution of solving
the problem.

Mr. President. the Medicare and Med-
icaid cuts proposed by the Republicans
hurt people and families.

The Republican cuts eliminate jobs,
and these Democratic amendments pro-
tectjobs.

Republican cuts affect the quality of
care for nursing home patients, and
these Democratic amendments main-
tain care—for seniors, for people with
disabilities, and for children while still
containing costs.

These Democratic amendments scale
back tax breaks for the wealthy to help
people in my State and around the
country who are struggling to make
ends meet.

My Republican colleagues are offer-
ing a $270 billion solution—at least $160
billion more than is necessary to en-
sure the financial solvency of Medi-
care.

We have been told by the Medicare
trustees that there is a pending finan-
cial disaster that could result in the
total collapse of the Medicare part A
program unless changes are enacted.

According to the trustees, the mag-
nitude of the crisis is around $89 bil-
lion. The Republican solution is to
make changes impacting both bene-
ficiaries and providers that would save
$270 billion—three times the amount
necessary to fix the current financial
crisis.

It is important that people across
America recognize that Medicare is
faced with a short-term crisis that can
be fixed without totally dismantling a
program that has provided economic
health security to millions of retired
Americans since its inception.

While I fully recognize that there is a
financial crisis confronting Medicare.
and believe it is probably somewhere
beyond $89 billion, but substantially
less than the Republican solution, the
Gingrich solutions are anything but so-
lut ions.

The solutions being put forth fail
once again to take into consideration
the changing composition of the over-
65 population. For example, do the so-
lutions being proposed really fit the
acute and long-term care needs of cur-
rent and future generations of retired
Americans?

With more and more post World War
II so-called baby boomers beginning to
reach age 65, the number of workers
paying taxes will continue to decline,
while the number of Medicare recipi-
ents continues to increase.

Today, an estimated four taxpayers
support a Medicare part a beneficiary.
However, when the baby boomers retire
between 2010 and 2015, the estimated
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number of taxpayers paying for each
Medicare part a beneficiary will have
dropped by two.

Thus we will have gone from a 4-to-i
ratio to a 2-to-i ratio in just a few
years.

By 2008, our overall population will
increase by 2 percent. but our retired
population will increase by 30 percent.

The Medicare changes will, however,
cause one additional problem—a reduc-
tion in health care employment and
other jobs that indirectly benefit from
the health care sector.

Let us look at the impact on my
State: Jim Howell of the Howell Group
has recently issued a study that shows
that the proposed combined cuts in
Medicare and Medicaid of $452 billion
will conservatively result in a $13 bil-
lion loss to the State over 7 years.

Massachusetts could lose 71,000—
71 .000—health sector jobs and the indi-
rect employment impact could result
in $165,000 lostjobs.

The hardest hit towns would be Bos-
ton, Brockton, Cambridge. Fall River,
Farmingham. New Bedford, Salem,
Springfield, and Worcester.

The proposed Si billion cut in funds
for graduate medical education will
have a devastating impact on institu-
tions and it will hurt Massachusetts'
knowledge-based economy by disrupt-
ing the network of medical schools, re-
search institutions, health care provid-
ers, and biotech firms.

The proposed cuts would result in ag-
gregate personal income losses in the
State of $2.1 billion.

The health of seniors and children,
and the loss of jobs at a time when
working families are struggling to
make ends meet is just too high a price
to pay.

The problems for Massachusetts are
intensified when we examine the poten-
tial impact of the proposed cuts in
Medicaid—the health care program for
poor children disabled persons. and sen-
iors.

Under the Republican plan, Massa-
chusetts would lose approximately $4.6
billion.

With regard to children, one Out of
every three low-income who is cur-
rently receiving health insurance cov-
erage from Medicaid is in jeopardy of
losing their coverage.

For elderly persons in Massachusetts,
the impact is more severe. Currently,
75 percent of all patients in Massachu-
setts nursing homes are dependent
upon Medicaid to help pay for the costs
of nursing home care.

Under the Republican plan. more
than 25,000 seniors would lose their
Medicaid eligibility by 2002.

I believe the Republican response to
the Medicare crisis can best be summed
up as follows: it does not focus on the
future of the overall program; it does
not address the growing long-term care
crisis facing Americans of all ages but
particularly elderly Americans: and it
does not address or take into consider-
ation the impact such dramatic cuts
will have on employment in the health
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care sector, and on those communities
who have become dependent upon this
sector as a means of fighting or deter-
ring rising unemployment.

I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. ABRAHAM. Mr. President, at

this time I yield to the Senator from
Tennessee 7 minutes.

How much time remains?
The PRESIDING OFFICER. The Sen-

ator from Michigan has 15 minutes-plus
remaining, and the Senator from West
Virginia has almost 7 minutes.

The Senator from Tennessee.
Mr. FRIST. Mr. President, I rise to

speak against the motion. Why? Be-
cause the plan we have on the table ad-
dresses three central issues.

First, it prevents bankruptcy of not
just for part A, not just the hospital
part of the trust fund, but it prevents
the bankruptcy of the entire program.

Second, our plan. our underlying bill,
increases spending. increases spending
from $4,800 by nearly $2,000 per bene-
ficiary to $6,700. That is an increase in
spending.

And, third, our program improves
Medicare as we know it today.

As has been pointed out by my col-
leagues before: we have a program that
is a good program. I say that as a phy-
sician who has taken care of thousands
of Medicare patients. It is a good pro-
gram. But it is an antiquated. out-of-
date program that locks seniors' hands,
that deprives them of choice. We want
to give them choice. We want to give
them the opportunities that you have.
that I have. that most people. the ma-
jority of people have who are less than
65 years of age today.

The Democratic motion ignores the
fundamental problem. The problem is
twofold. It really has not been dis-
cussed very much over the last hour
and a half.

The first part of the problem is that
it is an outdated program. It does not
meet the needs of our senior citizens
today, or individuals with disabilities.
or why would 70 percent of them have
to go outside and buy additional cov-
erage for Medicare? Why is it that Med-
icare today does not cover prescription
drugs?

As a heart surgeon, as a lung sur-
geon, as somebody. again. who has
taken care of so many Medicare pa-
tients, I can tell you our senior citizens
need help with their prescription drugs.
Today. we deny choice. We deny the
right to choose to our senior citizens.
Is that fair? Does the other side not
want to offer the same choice that we
have to our seniors?

That is the first part of the problem.
To me, that is what is most exciting
about our solution that is in the under-
lying bill—is that we improve the pro-
gram.

Second, it is the program that has
unsustained growth. The growth has
been at about 10 percent a year. It is of
the entire program. We talk a lot about
the trust fund. part A. I think people
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broadly need to know that part A is
one part of the problem. Part A is the
hospitals. Part B is the doctors. This
particular proposal by the Democrats
today addresses the part A part of the
trust fund without addressing the over-
all connection, without addressing the
overall program.

That is really in spite of the fact that
the trustee report says very specifi
cally—and. again, this is the trustee
report. six trustees, trustees of Medi-
care, three of whom are in the Clinton
Cabinet, and they say very clearly
• We strongly recommend that the cri
sis"—we cannot just put another Band
Aid on this— presented by the finan
cial condition of the Medicare trust.
funds"—funds. not just part A, funds,
the overall program—be urgently ad-
dressed on a comprehensive basis."

We cannot just throw $89 billion at
part A. one part of these trust funds,
and expect to solve the problem long
term.

We address the program in a com-
prehensive way. We address part A, the
hospitals: part B. physicians. the com•
plex interaction that comes between
the two. As a physician who works in i
hospital and works in a clinic, I can
tell you it is a complex interaction and
you cannot address just part A. If you
squeeze part A, part B will balloon Out.

The Democratic motion addresses
only part A. And, again, if you go back
to the trustee report, the trustees say
it is not a problem just with part A. It
is both trust funds. 'Both the Hospital
Insurance Trust Fund' '—that is part
A— and the Supplemental Medical In-
surance Trust Fund show alarming fi-
nancial results. The part A "trust
fund continues to be severely out of fi-
nancial balance and is projected to be
exhausted in about 7 years."

The distinguished chairman of the
Finance Committee just read the re-
port from the CBO that says maybe the
$89 billion which is in this proposal by
the Democrats today will extend that
trust fund, just that part A, for 2 years.
maybe 2 years. It does not address the
underlying problem.

Going back to the Medicare trustees
report: 'The HI Trust Fund continues
to be severely out of financial balance.
* * * The SMI Trust Fund '—part B,
not addressed by this proposed amend-
ment today— shows a rate of growth
of costs which is clearly
unsustainable." Clearly unsustainable.

My point is. we have a program here
you cannot just address one part with-
out addressing the overall program.

Let me go back to a chart that was
shown earlier by my colleague from
New Hampshire that shows that we are
going bankrupt in 7 years. In 7 short
years there will be no Medicare part A
trust fund.

Again, the distinguished chairman of
the Finance Committee said that the
CBO's preliminary estimate shows
what will happen to the Medicare trust
fund if only $89 billion is saved over the
next 7 years. Their conclusion: The
Medicare HI trust fund is solvent
through the year 2004.
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So what we have done is taken this

curve and shifted it 2 years, put a
Band-Aid on it without addressing the
underlying problem—again, short-term
solutions. That seems to be so much
the approach here.

We are addressing it long-term.
Let me see the next chart. Again.

this is a chart that shows next year, if
we do nothing, we will begin deficit
spending in the year 1996. Again, what
we do with the motion in the Chamber
now is to shift this curve out, not
change the slope of the curve at all but
shift the curve out 2 years for some
commission to decide in the future.

In summary. the problem today is an
antiquated, outdated system which
serves senior citizens well but not as
well as the private system serves peo-
ple under 64 years of age.

We address that problem. The pro-
posal in the Chamber currently, which
I oppose, by the Democrats does not
address the overall antiquation of the
system.

Second. the Democratic proposal in
the Chamber ignore� this complex rela-
tionship between A and B. touches just
upon A.

And third, the Democratic proposal,
as Senator ROTH pointed out, the only
thing it does is move these problems
out another 2 years beyond the next
election.

Ours is a long-term solution.
I yield the floor.
The PRESIDING OFFICER. Who

yields time?
The Senator from West Virginia.
Mr. ROCKEFELLER. Mr. President, I

yield 3 minutes to the Senator from
Delaware.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. BIDEN. I will be necessarily
brief. Mr. President.

Mr. President, I find it fascinating to
hear none of my Republican colleagues
stand up and say the Medicare system
is bad. They say things like it is anti-
quated and outdated, but it serves the
senior citizens well. How in the heck
can that be done? How can it be anti-
quated. outdated. and serve the senior
citizens well?

The second thing I would like to say
is in response to my friend from Geor-
gia talking about Ozzie and Harriet.
Let me tell you how Ozzie and Harriet
are going to work under this proposal.
They are going to find out that their
mother and their father on Medicare
are going to pay $800 or $900 a year
more come the year 2002. Then when
grandmom and grandpop come to Ozzie
and Harriet, because they have the
same middle-class values as the Sen-
ator from Georgia and I do. and mom
says, "Ozzie, I tell you what, these Re-
publicans gave me a choice; I can pay
$800 more or I can go into one of these
HMO things, but I do not get to see Dr.
Jones anymore,' do you think Ozzie is
going to stand there and say. Hey.
Mom, tough.

Ozzie is going to reach in his pocket,
Uke all the Ozzies in this Chamber, and
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say. Don't worry. mom. Even though I
can't pay my taxes, even though I can't
get my kid to school. I am going to in-
crease my taxes, in effect. 800 bucks to
pay for you and 800 bucks to pay for
dad because I know your median in-
come is about $18,000, so I will take
care of it for you."

This is a tax increase for middle-class
people who care about their parents.

And wait until we get to Medicaid,
when Ozzie and Harriet get the phone
call midyear and mom says. "Hon. they
tell me I got to come home; it's June.
I gotta come home from the nursing
home." Watch what happens then to
decent, honorable. middle-class people
who are being crunched on the one
hand by their children with the cost of
a college education and the cost of
maintaining their standard of living,
which is slipping from them, and on
the other hand, having to pick up the
costs for mom and dad.

The last point I would like to make
is one of the reasons to send this bill
back. and that is, fraud, although Sen-
ator RoTH did much better than our
House Members did. Everyone ackriowl-
edges there is about $34 billion a year
in fraud in Medicare and Medicaid.
This bill hardly touches the problem.
This is the case, I might add, because
health care providers do not like us
dealing with fraud.

I have been working to combat
health care fraud for Over 3 years
now—ever since I first introduced a
health care fraud bill in the U.S. Sen-
ate and held hearings on health care
fraud in the Senate Judiciary Commit-
tee.

I found in those hearings—and it has
been reported elsewhere ever since—
that fraud in the entire health care
sector accounts for up to 10 percent of
all health care spending.

The same, unfortunately, is true for
Medicare.

The General Accounting Office esti-
mates that fraud in the Medicare Pro-
gram will total up to $18 billion this
year alone. Medicaid fraud is another
$16 billion.

Now, the vast majority of doctors
and other health care providers are
honest professionals. But, a few dishon-
est manipulators are ripping off the
taxpayers and threatening the integ-
rity of Medicare and Medicaid. A few
cynical criminals are preying on those
who need health care the most.

Going after these crooks and thieves
who are defrauding the system must be
our top priority. If this motion to com-
mit is adopted—and I hope it will be—
the first place we should try to find
savings is in Medicare fraud.

Later in the debate. Mr. President. I
will be joining Senator HARKIN and
Senator GRAHAM in offering an amend-
ment specifically on Medicare fraud—
and I hope my colleagues will support
that as well.

According to one estimate, for every
dollar we spend fighting Medicare
fraud, we save $10. One example of this:
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in 1994, in the Middle Diszrct of Penn-
sylvania, the Justice Department re-
covered almost 7 million n fraudulent
Medicare and Medicaid payments—
more than what it cost to run the en-
tire Justice Department ofice in that
district.

This is an excellent return on our in-
vestment. So, before we raise costs to
senior citizens—before we impose dra-
conian cuts on benefits—we need to
root the robbers out of Medicare.

Let me say up again that the Senate
bill is much better than the House bill
on this front. The House bill would
make it much more difficult to pros-
ecute health care fraud.

The House bill would change the
standard of proof in a civil fraud case
from "knows or should ]ow' to "de-
liberate ignorance" or "reckless dis-
regard."

The House bill would change the
standard for enforcing the Federal
antikickback laws. The current stand-
ard prohibits kickbacks when one of
the purposes is "to induce" referrals.
But, the House bill would prohibit
kickbacks only "for the significant
purpose of inducing referrals."

Fortunately, these provisions are not
in the Senate bill. But, let me mention
one thing about the Senate bill that
troubles me from the fraud perspective.

The Senate bill wouid repeal all Fed-
eral safety protections for seniors in
nursing homes. Last week, in Dela-
ware, I held a forum on Medicare fraud.
At that foi-'.rn, Federal prosecutors
said that elimination of.usng home
standards would create a significant
problem in both the investigation and
prosecution of patient abuse.

In addition, Mr. President, I believe
the antifraud provisions i the Senate
bill could be—and should be—stronger.

We need to guarantee tt there will
be funding.to fight fraud—so that there
are more investigators and prosecutors
in the field to go after the crooks.

We should collect the coss of our in-
vestigations from those who e found
guilty. And, we should reau!re the
guilty to. pay restitution to he vic-
tims.

We need to strengthen the penalties
for those found guilty of health care
fraud—including increased fines for
those who o1ate the azickback
laws.

And, we snould provide rewards for
consumers ad patients wo uncover
fraud.

So, Mr. President, I hope my col-
leagues wm support the rnoion to
commit—so that fraud can be made the
top priority n achievin Senate sav-
ings. And, I hope my colleagues will
later adopt the Harkin-Graham-Biden
atifraud amendment

Now is not the time to ke it easier
for the crooks and con artists to get
away with ripping off th American
taxpayer. Instead, we need to renew
and strengthen our efforts to fight
Medicare fraud.

The PRESfl'G OFFICER. The 3
miflutes have expired.
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Mr. BIDEN. I ye1d my time. Fraud is

a problem. This bill does not address it.
Mr. ROCKEFELLER addressed the

Chair.
The PRESmflG OFFICER. The Sen-

ator from West Virginia.
Mr. ROCFELLER. I yield 1½ min-

utes to the Senator from Massachu-
setts.

The PRESmflG OFFICER. The Sen-
ator from Massachusetts.

Mr. KENNEDY. Mr. President, I have
been in the Chamber for 5 hours, and
what we have not heard from the other
side is the justification for a $245 bil-
lion tax cut for the wealthiest individ-
uals, the wealthiest corporations and
ai increase in the taxes on the working
families.

The challenge of the Rockefeller
amendment is to join with us, Repub-
licans and Democrats alike, put aside
the tax cuts for the wealthy, put aside
the tax breaks for the large corpora-
tions, put aside the tax increase on the
working fa'milies, and join with us in
taking the recommendations of the
trustees' report for $89 billion, work
with us for a program that will mean
no increase in premiums, no increase in
copays, no increase in deductibles, not
lifting the age eligibility issue and as-
suring the seaior citizens of a meaning-
ful choice.

We can do that. We should do it. That
is the challenge. That effectively is the
challenge of the Rockefeller amend-
ment, and I hope it will be accepted.

The PRESG OFFICER. Who
yields time?

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President,
as I said at the beginning .of this de-
bate, all of this comes out of the Con-
tract With America. All of the $270 bil-
lion cut in Medicare comes out of the
desire to find the tax breaks for
wealthy faxiiilies and corporations.

When you are looking for that kind
of money in the budget that we now
have, you camot look to the m.ilitary.
You cannot look to education. You
have to look to the places where the
money is. That is in Medicare, that is
in Medicaid, to some degree in the
earned income tax credit and, of
course, to some degree in welfare.

So the Republicans have pounced
upon Medicare, and they have decided
not to solve the Medicare problem but
to bury Medicare with the idea of mak-
ing absolutely certain that they could
get the most amount of money from
Medicare for the purposes of their tax
breaks for the wealthy that they pos-
sibly could.

This vo;e is about nothing else than
that. If it is simply a matter of trying
to solve the Medicare problem, then
the Democratic solution in this amend-
ment, which I hope people will support,
is the answer: $89 billion will do it. If it
is t&x breaks for the wealthy, and that
is what you are after, then you will
want to vote against this amendment
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because that is not what we on this
side are trying to do.

I hope my colleagues will understand
the genesis and the nature of what this
whole argument has been about from
the very beginning.

This is a historic vote. It is a defiri-
ing moment. It is an extremely dan-
gerous moment for the seniors of our
country.

I thank the Chair and yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Parliamentary in-

quiry.
What is the time situation?
The PRESIDING OFFICER. The Sen-

ator from New Mexico has just under 8
minutes remaining. The Senator from
West Virginia has 28 seconds remain-
ing.

M. DOMENICI. Mr. President, I
yield myself 7 minutes of that.

Mr. President, there is no question
this is a defining moment. It is a defin-
ing moment because today and tomor-
row we are going to decide whether we
want to have a Medicare program for
the senior citizens of the United States
or whether we want, under this amend-
ment, to protect one little part of it for
a couple of years.

Which do the seniors really want? Do
they want a Democratic proposal
which essentially ignores more than
half of the Medicare program, does not
even talk about it? It is in big trouble.
And then it says we are only going to
reform the hospital program suffi-
ciently to keep that fund solvent for
how many years, I ask Dr. FRIST?

Mr. FRIST. Two additional years.
Mr. DOMENICI. Two additional

years, two additional years.
Now, for all the talk on that side of

the aisle, the truth of the matter is,
they do not really care about senior
citizens. They would rather win this
fight than protect the senior citizens.
They are crisscrossing America and
using the airwaves to frighten them to
death. And what is their proposal?
Their proposal is to extend the trust
fund 2 years.

Now,. let me suggest, nobody should
believe with that dose of reality that
this is anything more than a political
exercise. It has little or nothing to do
with American senior citizens. It has
to do with trying to win at the ballot
box. And let me say to the seniors,
once we have resolved this issue, you
will find the reality and you will not be
duped by the debates of today. Rather,
you will be convinced by the reality of
tomorrow, which means we are going
to have a Medicare system that is sol-
vent, that we can afford, and that our
young people who are helping pay for it
can be proud of.

Now, there-is no question that once
again it is proven that the other side of
the aisle, the Democrats, would rather
tax and spend than to reduce expendi-
tures and cut the American people's
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taxes. For what else is this? If there
are no tax cuts in this bill, part A of
Medicare goes broke. Take them off
the table and it goes broke. That is not
this Senator speaking. That is the
trustees, four of whom work for the
President. Forget the tax cut, it goes
broke. So what are they talking about?
They are talking about a political
issue, not the reality of what we as
leaders must do.

Frankly, there is no question that
the trustees talked to us about both
parts of Medicare. Seniors, you under-
stand very few of you go to hospitals
every year, but a lot of you go to see
your doctors. The hospital coverage is
the part that will be protected for 2 ad-
ditional years. but the rest of the pro-
gram will be. according to the Demo-
cratic version. will be left in the doh
drums.

The trustees told us both part A and
part B are in serious, serious troubl€.
And we have explained to everyone. w
do not have to change things a lot to
make this a far better program for th
future and give seniors a choice rather
than have them rattled by the bureauc-
racy and paperwork that frustrate.
them more than the doctors that serve
them.

If you have ever heard a senior corn
plain, they say, 'Why do we have to fill
Out all these papers? We don't even un
derstand them. We are getting de-
frauded. We can never find out what it
costs.' That will all change once we
defeat this amendment today and move
on with the Republican agenda.

Let me make one last remark. We
used to hear that it was the House plan
that was going to give all these tax
cuts to the rich. And we used to come
down here and say. "What plan are you
talking about?" They would say. 'The
House plan." They cannot talk about it
anymore because right here before us is
the Senate plan. And the Senate plan
does not cut taxes for the rich as de-
scribed on the floor of the Senate by
the distinguished Democratic Senators.
Let me say. once and for all. 90 percent
of the tax cut in this bill—not 60 per-
cent, not 50 percent—90 percent will go
to Americans with $100000 in income or
less. And that is not DOMENICI. that is
the Joint Tax Committee—90 percent.

Now, they can get up and hypo-
thetically say we are giving the rich
back tax cuts. Ninety percent go to
$100,000 earners and less. Are those the
rich people of America or are those the
people with families that need some
help in raising their children? That is
what this Senate bill is about. We have
decided that our families raising chil-
dren ought to get a better economic
break because years ago we used to
give them a break. We took it away.

In fact. I would close by saying a
piece of this tax bill goes to correct
what the Democrats did last time.
They raised the marital deduction.
They made it cheaper to be unmarried
than married with the same income,
another enticement not to get married.
not to stay together and raise your
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kids because you get a bre'ak if you do
not.

We have fixed that in this bill. Is
that helping rich people of America or
is that helping thousands of Americans
that would like the benefit of not being
treated inferior because they happen to
file jointly as husband and wife?

It seems to me we are on the right
side of these issues. And all we are
going to hear is political rhetoric, half-
truths. And by the time we are fin-
ished, and this program is imple-
mented. I suggest it will be those
prophets of gloom who predict what is
unpredictable—because it will not hap-
pen—they will be the ones to suffer,
not the Senators on this side who are
going to stand up and be counted
today.

I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. DASCHLE addressed the Chair.
The PRESIDING OFFICER. The mi-

nority leader.
Mr. DASCHLE. Mr. President. I will

use leader time to accommodate my re-
marks.

Mr. President. I was told that the
previous speaker just has indicated
that it is his view that Democrats do
not care about senior citizens. If that
is what he said, I am very disappointed.
He knows better than that. In fact, the
issues in this debate are about finding
the best approach for senior citizens,
and finding a way to ensure that the
commitment we made three decades
ago will remain for as many decades as
this country exists. These are the is-
sues.

I think it is all too convenient—all
too convenient—that at the very time
our Republican colleagues propose a
$245 billion tax cut. it just so happens
they also propose to cut Medicare $270
billion.

I know there are some who say it is
sheer coincidence. I know there are
some who say we could come up with
the tax cut or the tax break revenue in
other ways. But I also know that there
are not many pools out there that are
big enough to accommodate a tax cut,
a tax break of that size. This is the big-
gest rollback in health benefits to sen-
ior citizens in American history. This
is the biggest financial transfer from
low- and middle-income families to the
upper-income brackets in American
history. So no one should be misled.
This will be the most important vote
we will cast during the budget debate.

So, Mr. President it is with a great
deal of concern, grave concern, that we
offer this amendment this afternoon.
There is no question about what this
proposal in the reconciliation package
means for senior citizens. I do not
think there is any doubt. Any analyt-
ical report will show that this proposal
will cause senior couples to pay more
than $2,800 more in Medicare premiums
and deductibles.

We know it will double premiums. We
know it will double deductibles. We
know it will increase the age of Medi-
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care eligibility from 65 to 67. We know
that it eliminates protections for sen-
iors by providing doctors and managed
care plans with opportunities to charge
seniors more than a Medicare-approved
rate. We know all of that. There is no
doubt about it. No dispute.

No one should be misled. This pro-
posal is going to hurt. And if it were in
some way designed to really reform
Medicare, and to bring the trust fund
into solvency in ways beyond what the
Democrats have offered, I could under-
stand it. If we were in a position where
it was this plan or bankruptcy, I could
see that we might have to suck it in
and do it.

But we know with certainty that is
not the case. The actuaries and the
trustees have told us that we need 89
billion to keep the trust fund solvent
into the year 2006. Not a penny more.
In an analysis of the House plan to cut
$270 billion, the actuaries also indi-
cated a solvency date in 2006. Where
does the extra money go?

Again. no one should be misled. This
is not a question about solvency. It is
a question about where we go for reve-
nue to pay for the tax cut that we have
been debating now for several months.

Let me just say. Mr. President, the
damage done under this plan reaches
beyond seniors. The problem with the
health care provisions in the reconcili-
ation package is that 9 million people
in rural America could find their clin-
ics closed when they need health care
in the future. Under these proposals.
we know the hurt will be widespread.

We know that in South Dakota 10 to
15 rural hospitals would likely close.

We know that these proposals will
undermine health care provided in
rural America.

We know that huge cuts to teaching
hospitals will decimate medical re-
search and training programs.

We know that up to $100 billion is
going to be cost-shifted on to those
with insurance in the private sector.
according to the Lewin-VI-II study.

We know all of these things. and
more. So this is not just an issue for
senior citizens. This is an issue affect-
ing rural America. and every single
person with private insurance in the
country.

And so, Mr. President, I just hope be-
fore we cast this vote that no one mis-
understands our choices. If we choose
to protect the trust fund by ensuring
its solvency, to recognize the impor-
tance of this issue to senior citizens
and their families, to say no to tax
breaks in areas where they are not nec-
essary, and to say no to tax breaks to
the wealthy, then the choice is very
clear, Democrats have presented an al-
ternative that makes sense, that en-
sures solvency, that assures, in the
long term. senior citizens are going to
continue to get the best care that we
could possibly provide and that pro-
tects a commitment that is now more
than 30 years old. We owe them that.
We ought to adopt this amendment.

I yield the floor.
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The PRESIDING OFFICER. Who

yields time?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Parliamentary in-

quiry, Mr. President. How much time
remains and who has time?

The PRESIDING OFFICER. Fifty-
seven seconds to the Senator from New
Mexico: 28 seconds to the Senator from
West Virginia.

Mr. DOMENICI. Does the Senator
from West Virginia want to save his 28
seconds?

Mr. ROCKEFELLER. I yield back my
time.

Mr. DOMENICI. Mr. President, Ijust
want to finish wrapping up. There is a
suggestion when we talk about how
much is being reformed, how many dol-
lars are going to be saved, nobody talks
about how much we are going to spend.
The senior citizens ought to know we
are really not intent on denying them
money for health care. In fact, over 7
years on Medicare alone, we will spend
$1.65 trillion. In the seventh year, we
will spend $104 billion more than in the
year it starts. It will go up to $104 bil-
lion more, a total of $1.65 trillion,
which we cannot hardly understand.

With that, I yield back any time I
might have and yield the floor.

The PRESIDING OFFICER. The time
of the Senator from New Mexico has
expired.

Mr. BROWN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Colorado.
AMENDMENT NO. 2949 TO T}€ INSTRUCTION5 OF

THE MOTION TO COMMIT

Mr. BROWN. Mr. President, I rise to
offer an amendment and ask for its im-
mediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Colorado [Mr. BROWN]
proposes an amendment numbered 2949 to
the instructions to the motion to commit S.
1357 to the Finance Committee.

Strike all after Finance and insert the
following: With instructions to report the
bill back to the Senate forthwith to include
the findings of the Trustees of the Federal
Insurance Trust Fund that, in order to save
Medicare and to keep the Hospital Insurance
Trust Fund solvent for future generations,
Congress must address both the long-term
and short-term shortfalls in the Medicare
program.

Mr. BROWN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Colorado.
Mr. BROWN. Mr. President, the un-

derlying amendment that is before the
body suggests that this measure be re-
turned to the committee and deal only
with the amount of money that would
need to keep the fund from going bank-
rupt or being insolvent through the
year 2006.

That figure is based on their inter-
mediate projections. I as one am famil-
iar. as I think most Members are famil-
iar. with our process. We do a conserv-
ative projection. We do an optimistic
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projection. We do an intermediate pro-
jection. I might remind Members that
in Social Security projections. - far
most of the years we have had those
Social Security projections, the opti-
mistic projection has not proved to be
correct. As a matter of fact, the inter-
mediate projection has not proved to
be correct. As a matter of fact, the con-
servative projection has not proved to
be correct. Through most of the years
we have had those Social Security pro-
jections, as a matter of fact. even the
conservative one proved to be far too
optimistic.

None of us have a crystal ball, but I
think it would be foolish in the first
order for us to assume that the $89 bil-
lion is going to be enough to keep this
fund solvent through the year 2006. If
history is to be the judge in looking at
the projections we have had. it is quite
clear that we may well see this fund go
insolvent if the underlying amendment
is adopted.

I think men and women of honesty
and fortitude who have discussed this
issue today can honestly disagree
about the projections. It could be the
intermediate projection is just fine. It
could be that the conservative projec-
tion is far too optimistic, as history as
has shown. But one thing I do know
and one thing is incontrovertible. If
you read the report of the trustees—
and let me remind the Members, the
trustees are appointed by the President
of the United States and all but one of
them are Democrats; that is. of the
seven trustees, all seven have been ap-
pointed by the President and all but
one of them are Democrats—they say
in their report that after the 10 years
that is contemplated in the underlying
amendment that this fund goes belly
up, even if you do the $89 billion with
the intermediate projections.

They say. in the long run, it does not
meet the 7-year solvency test and they
say, moreover, it becomes much, much
more difficult to meet it. as you have
the baby boomers coming in after this
2006 period.

So the suggestion in the underlying
amendment is that you should deal
only with the current crisis and close
your eyes to the real insolvency that is
coming in Medicare. I believe Ameri-
cans deserve better. Frankly, Mr.
President. I think Americans expect
better. If you go out to the working
men and women of this country and
you tell them that we are going to
come up with a program that will let
you pay taxes for another 10 years. but
at the end of 10 years, according to our
intermediate projections, there will
not be anything left for you to collect
on. I think they would be outraged.

Frankly. I think they deserve to be
outraged. The proposal that is before
the body says, Let us slip by for now.
make working people pay another 10
years and then have nothing for them
when we get to the end of 2006."

That is not HANK BROWN projecting
with regard to the Medicare trust fund.
That is not a group of Republicans pro-
jecting. That is a report by Presi-
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dential appointees themselves, six of
the seven who are Democrats, all ap-
pointed by the President of the United
States. That is not a Republican pro-
jection: that, if you want one, is a
Democratic projection.

I think we need to do better than
that. I think we need to say to the
working men and women of this coun-
try, We're not only going to take your
money for the next 10 years," which
the current law does, "but we're going
to make sure there is something there
for you when we finish.'

That is what this amendment does.
This amendment makes it quite clear
that what we are to look at is not just
the short term, but the long term as
well. I believe that is a proper focus. I
believe it meets our commitment.

We have a choice with this amend-
ment, We can go with the short-term
outlook that leaves the fund insolvent
after 10 years, or we can go with the
long-term outlook that requires that
this end up being solvent in the long
run as well.

Mr. President, I suppose one of the
saddest things to see, with respect to
Federal programs which we have put in
place for working men and women,
where they rely on the Federal Govern-
ment themselves, is the Government
being in a position where we cannot
meet our obligations. This is by a Fed-
eral Government that, through ERISA,
has come forward and said, with regard
to private pension plans, that you are
required to make them financially
sound, and we put in place very tough
rules on the private sector that forces
them to fund them, with extreme pen-
alties on anyone who would not.

I do not think anyone would fail to
be uncomfortable with the proposition
that says in the private sector we are
going to mandate these to be actuari-
ally sound. but in the public sector,
trust us. Why would people not want to
trust us? For exactly the reason for the
underlying amendment. The amend-
ment says we will fix it in the short
term and leave a problem for the long
term. That is the difference in the pri-
vate sector. What we have done is im-
pose on them burdens to be sound, to
fund their obligations, and to face up
to them. And in the public sector what
we have done with the underlying
amendment is say we are only going to
fix it up and get by, and at the end of
10 years, after taking your money.
there will not be a balance left there to
help you meet your obligations.

I believe we have to do better. We
have had a lot of people quoted here.
Let me quote the President's nominees
on this board. These are the conclu-
sions of the board of trustees:

Under the trustees' intei-mediate assump.
tions—

My own view is that the assumptions
are far too optimistic.

Under the trustees' intei-mediate assump.
tions. the present financing schedule for the
I-il program is sufficient to ensure the pay-
ment of benefits only over the next 7 years.
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As a result, the HI trust fund does not meet
the trustees' short-range test of financi3l
adequacy. Under the high-cost alternative.
the fund is projected to be exhausted in tb
year 2001. approximately 6 years from
present. Under the low-cost alternative, thc
conservative one, the trust fund is projected
to be exhausted in the year 2006. Currently,
about four covered workers support each HI
enrollee. This ratio will begin to decline very
rapidly in the next century. By the middle of
that century. only about two covered work.
ers will support each enrollee.

Let me pause here. Mr. President.
want to reiterate that because it un-
derlines the problem we have and the
reason we should address it. "By the
middle of the next century' '—quoting
the Democratic majority on the
board— only about two covered work.-
ers will support each enrollee.'

Mr. President. that is our problem
and that is what needs to be addressed
long term.

Mr. GREGG. Will the Senator yield
for a question?

Mr. BROWN. Yes.
Mr. GREGG. I think the Senator

highlighted a critical point, which was
not made by the Senator or by anybody
on our side, but made by the trustees of
the hospital insurance trust fund. three
of whom. are members of this adminis-
tration—Secretary Rubin, Secretary
Shalala, and Secretary Reich—which is
that the trust fund is headed toward in-
solvency. and that in order to correct
the insolvency, there would have to be
a significant adjustment in the trust
fund, either in the way of revenue or
benefit costs.

I would like to ask the Senator from
Colorado if he noted also on page 27
that they put a number on what that
adjustment would have to be. Their
number, as I read it, is .65 percentage
adjustment in payroll rates for employ-
ees and employers, which translates
into $387 billion of adjustment which
must occur over a 7-year period. This is
the trustees speaking, saying an ad-
justment must occur over a 7-year pe-
riod in order to get actuarial solvency.
under their intermediate assump-
tions—which you say are rather rosy—
for a 25-year period, which they con-
sider to be a short time. They would
rather it be for 75 years. That means
when the other side comes forward
with a proposal that only does $89 bil-
lion. they are missing the mark, ac-
cording to their own trustees, by some-
where in the vicinity of $300 billion. Is
that not correct?

Mr. BROWN. Let me say to the dis-
tinguished Senator that I believe his
analysis is correct. It points Out the
enormous problem we have here. We
will have an absolutely catastrophic
impact if we do not address it now. The
longer we wait, the more difficult the
problem gets. I am reminded by staff
that we need to make it clear in this
amendment that we are exempting part
B of the Medicare.

AMENDMENT NO. 2949. AS MODIFIED

Mr. BROWN. Mr. President, I send to
the desk a modification of my amend-
ment that clarifies that aspect.

The PRESIDING OFFICER. The Sen-
ator has that right.
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The amendment is so modified.
The amendment (No. 2949). as modi-

fied. is as follows:
I modify the text of my amendment to read

as follows: 'with instructions to report the
bill bach to the Senate forthwith providing
that all savings to Part B of Medicare made
by the Balanced Budget Reconciliation Act
of 1995 shall be transferred from the general
fund of the Treasury to the Federal Hospital
Insurance Trust Fund; to include the find-
ings of the trustees of the Federal Insurance
Trust Fund that, in order to save Medicare
and to keep the Hospital Insurance Trust
Fund solvent for future generations, Con-
gress must address both the long-term and
short-term shortfalls in the Medicare pro-
gram."

Mr. BROWN. Mr. President. I want to
continue, if I may. to make available
in the RECORD the exact words of the
board of trustees. I think they have
credibility not only because this is a
contentious issue between parties and
they happen to be—six of them—Demo-
cratic members, all appointed by the
President. I think that renders at
least—even though they are partisan in
their majority. it brings certain credi-
bility to these deliberations. Frankly. I
think that for most Americans looking
at this. that is the first question they
will have about this aspect of it.

Continuing on with this:
Not only are the anticipated reserves and

financing of the HI program inadequate to
offset the demographic change, but under all
sets of assumptions, the trust fund is pro-
jected to become exhausted even before the
major demographic shift begins to occur.

What we are talking about here. Mr.
President, is before you have that ad-

justment from four workers down to
two workers supporting the persons
who receive the benefits—even before
that demographic change begins, you
have problems with the solvency of the
fund. The trustees go on:

The trustees note that some steps have
been taken to reduce the rate of growth in
payments to hospitals. including the imple-
mentation of prospective payment systems
for most hospitals. and experience to date
suggests that this mechanism, together with
provisions enacted by Congress, has re-
strained the growth in hospital payments
that improve the efficiency of the hospital
industry.

In their overview, they continue on.
and I think this is more significant for
our purposes:

Extension of this payment system to other
providers of hospital insurance services in
further legislation limits payment increases
to all hospital insurance providers, could
postpone the depletion of the HI trust fund
'or about another 5 to 10 years. Much more
substantial steps would be required. how-
?ver, to prevent trust fund depletion beyond
?010 when the baby boom generation begins
o reach age 65.

Mr. President, that is the nub of it.
The trustees have put their finger on
lit. They hit it exactly. You can do a
quick fix for 5, 10 years. That is. appar-
ently. what is behind the thinking of
the underlying amendment. But in the
Democratic trustees' own words:

Much more substantial steps would be re-
quired, however. to prevent trust fund deple-
tion beyond 2010 when the baby boom genera.
tion begins to reach age 65. Under present
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law, as shown by the projections in this re-
port, the Hospital Insurance program costs
are expected to far exceed revenues over the
75 year long-range period under any reason-
able set of assumptions.

Under any reasonable set of assump-
tion. Mr. President. As a result, the
hospital insurance program is severely
Out of financial balance. and the trust-
ees believe that the Congress must
take timely action to establish long-
term financial stability for the pro-
gram.

The President's own nominees are ad-
monishing Congress to take timely ac-
tion to establish long-term financial
stability.

I have listened on this floor to Mem-
bers stand up and say. "Heavens, we do
not need to take long-term timely ac-
tion. No, that is not what the trustees
said." Mr. President. it is in their re-
port. It is in black and white. It is on
page 4.

The cost to the hospital insurance program
is projected to increase over 1.6 percent of
gross domestic product in calendar year 1994,
to 4.4 percent of CDP in the year 2065. This
rapid growth is attributable primarily to an-
ticipated increases in hospital admissions
and in the complexity of the services pro-
vided. together with expected changes in de-
mographics.

With the magnitude of the projected actu-
ary deficit in the hospital insurance program
and the high probability that the hospital in-
surance trust fund will be exhausted in less
than 10 years, the trustees urge the Congress
to take additional actions designed to con-
trol hospital insurance program costs and to
address the projected financial imbalance in
both the short range and the long range
through specific program legislation. As part
of a broad-based health care reform. the
trustees believe that prompt. effective, and
decisive action is necessary.

Mr. President, how much more clear-
ly can it be said? The Presidents own
nominees, six of the seven of them
Democrats, say it as clearly as is hu-
manly possible: You have to take
prompt. effective, and decisive action.

What is before the Senate is a sugges-
tion we take a short-term view, that
we patch it up for 10 years and leave
people who paid in all their life with-
out any coverage. That is not respon-
sible. It does not conform with the
guidelines set forth by the President's
own nominees.

They go on:
To facilitate this effort, the trustees fur-

ther recommend legislation to establish an
advisory council for the Medicare program.
This action would help provide critical infor-
mation that will be needed by the adminis-
tration and Congress as they deliberate the
future of the hospital insurance program.

Let me pause and simply mention
this: The Republican leader himself
asked the President—he was joined by
the Speaker of the House—asked the
President to help set up a commission
to work this through. as it was done in
Social Security. to come up with an
answer in this area that was biparti-
san. that would lend integrity to the
commitments we have made to the
men and women of this country who
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have paid into this program—some of
them for almost all of their lives.

The President was unwilling to co-
operate in that venture in a timely
manner to get an alternative before
Congress.

Now. Mr. President. the reality is
this: This should be a bipartisan effort.
I do not believe that my Democratic
colleagues want this fund to go bank-
rupt in the long run. The American
public is wise enough to know that
many of the things each party says
about the other are somewhat taken
with the heat of the moment and not
necessarily meant seriously.

I do not believe Democrats, any more
than Republicans, want this program
to go belly up. I believe the vast major-
ity of Americans. whether Democrats
or Republicans, would be shocked to
know that this program will be Out of
funds in 10 years and we would not
have taken care of it.

I do not think anybody—Democrat.
Republican, or independent—feels that
is responsible. I honestly believe that
the people of this country expect us to
come up with the long-term answer.
That is why this amendment is offered.
It talks.about looking at the long run.
notjust the short run.

Mr. President, that is the essence of
what this debate is all about. Members
will have an option. They can vote
"no" on this amendment and opt for a
short-term solution only; or they can
vote "yes" on this and help ensure that
a long-term solution is in sight.

Mr. President. let me add a word of
warning. The amounts of money in this
bill are estimated to be adequate with
other changes that would be made in
the long run to help put us on sound
footing and make it actuarily sound.

Mr. President. I must say, my own
belief is that this does not go far
enough. My own belief is that we
should not be looking at the immediate
projection. My own belief is we should
do much more than what is suggested
in this bill.

While we accept the immediate
funds, and some would say what we
need to do is have an $89 billion fix and
others would say a fix in excess of $270
billion, my own estimate is that the
problem is much greater than that:
that the projections are far too opti-
mistic.

If we are to be responsible, we should
not only do what is in this bill. we
should set about seriously in an effort
to make sure that we have solved the
problem for all time, that we have
adopted the actuarial soundness prin-
ciples that we impose on the private
sector. We ought to be willing to stand
up and do as this Congress does—begin
to live by the same laws that we im-
pose on others.

Mr. President, I reserve the remain-
der of my time.

The PRESIDING OFFICER (Mr.
THOMPSON). The Senator from Massa-
chusetts.

Mr. KENNEDY. Mr. President. I yield
myself such time as I might consume.
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Mr. President, no one is going to be

fooled by this amendment. Our Repub-
lican friends are scared of this tbte.
They do not want this vote to happen.
It is Halloween and they are running
scared. It is clear the people who are
running scared are the Republicans
trying to cut the Medicare.

No one is fooled by this Halloween
trick. The American people know what
is at stake. Medicare is at stake and
Democrats are trying to save it.

Now. Mr. President, I have been on
the floor since the first hours, about
10:30 this morning. when we began that
debate. I have listened hour after hour
after hour after hour how our Repub-
lican friendsjustify the measure before
the U.S. Senate. They talked about the
different proposals of it. Why it was
fair. why it was just. why it was equi-
table, how it was going to enhance
health care for our senior citizens.

That is what they have talked about.
They would not talk about the $240 bil-
lion tax cut for the wealthiest individ-
uals. for the corporations. the tax in-
creases on working families, the fact
that they are raising the eligibility age
from 65 to 67, the pressures that will be
on the senior citizens in reducing their
options to be able to choose their own
doctors.

No, they did not address those par-
ticular issues. They did not address
those particular issues. They said what
we have here makes sense. It makes
sense for those who are interested in
the balanced budget. It makes sense for
those who are interested in quality
health care.

Now. our Republican friends have
come. on top of this amendment that
was offered by the Senator from West
Virginia, and effectively eliminated,
emasculated in a way which would
have. if it had been accepted, preserved
what had been recommended by the
trustees. the $89 billion, and ensured
there would be no increase in the
copays and deductible premiums for
our seniors.

But, no, they would not give the Sen-
ate a chance to vote on that. Instead,
they are here saying, instead of your
amendment, why not just have a study
about the medium- and long-term in-
terests of the Medicare system.

We are all for it. Why did you not do
it when you had a chance? You had the
votes to do it. Why did you not do that
earlier? You could have reported Out
some kind of measure in the meantime,
but you did not do it.

All Members are concerned about
what is going to happen after 10 years
of solvency for the Medicare system.
Many of us believed that what you are
concerned about and have offered rec-
ommendations and suggestions. when
you recognize that there is nothing in
this legislation that is going to do any-
thing about providing preventive
health care for our senior citizens. I am
interested in that. What about the 30
percent of overutilization in our hos-
pitals because of Medicare entries into
the hospitals? I am interested in that.
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What are we doing to expand long-

term care? Or home care for our sen-
iors? I am interested in that. What are
we doing about prescription drugs so
we can keep people Out of the hospital
and treat people in their homes and
save billions of dollars? I am interested
in that. Many of us are interested in
that.

None of those issues was addressed by
our Republican friends. No. none of
those issues that would have had an
impact on the medium- and long-term
health care needs, none of those issues
was addressed.

But. instead. after 5 hours of debate
and justification of their own position.
they refused—absolutely refused—the
effort of many of us who want to try to
protect Medicare. who want to defend
Medicare. If they are so correct, as we
have been listening to them say for 5
hours. why will they not let us vote?
Why will they not go and make the
speeches they have been making here
on the floor of the U.S. Senate, back
into the nursing homes, back in the
senior citizens homes, back in the
plants and factories. and to the elderly
people all over this country, if they be-
lieve that they are so right about it? If
they think the merits are on their side,
why do they take this and defend it for
5 hours and then say, But we will not
defend it any longer. We will not de-
fend it anymore. We will not defend it
at all. We are going to try and emas-
culate what you are trying to do with
regard to the protection of Medicare."

You do not have to be around here a
long time to understand what this is
all about. You only have to be around
here about 2 or 3 months to know ex-
actly what it is about. and that is you
do not want to vote on it. You do not
want to know about it.

You came up with this proposal with-
out a hearing on the Medicare cuts.
You refuse to listen to the elderly peo-
ple about the impact it was going to
have on them. You jam this through
the Finance Committee and the Budget
Committee. And you say that it isjus-
tified to provide $240 billion to the
wealthy individuals and corporations
and increase the taxes for working
families.

You have done all that. You have it
going your way. Senators. We have a
time limitation. restriction in terms of
being able to take some days and pro-
vide some debate on this so the coun-
try can know what it is all about. You
have it going all your way. You can try
to jam us because you have the votes
that way.

But, no, you refuse to even let us
have a vote on accountability. Come
on. Come on. Your program did not
make any sense before and you are now
demonstrating here on the floor of the
U.S. Senate it does not make any sense
to you either, because you refuse to de-
fend it. You refuse to defend it.

We listened to all those speeches
about how correct you were. Why will
you not let us have a vote on it? No.
No, we are, instead, going to have a
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vote on something else, a long-term
study on it. We are interested in long-
term studies. We are interested in ir-
termediate studies. What you do not
want to face is your $245 billion tax cut
that is coming Out of the Medicare pre-
miums, deductibles and copays for the
seniors of the country—you do not, and
refuse to let us have a vote on it.

Why? Why is it? Why have the Re-
publicans not spoken about that? Why
did you not at least say, 'OK, we have
addressed the short term and medium
term of the Medicare. Now we think iZ
is right to get a tax cut for the
wealthiest individuals and we are
proud to defend that position.' I have
not heard that. I have not heard that
speech. I do not think we are going to
hear it because it is indefensible, whefl
you are looking at what they are at
tempting to do. and that is to under..
mine the Medicare system which has
been a compact with the seniors of this
country since 1965.

You know, when I look at the con-
duct of our colleagues and friends I can
kind of understand why they do not
want to vote on it. I was here in 1964
when the Medicare amendment was de-
feated. I. was here 8 months later, in
1965, when it passed. I was here when 19
Members who voted no" in the fall of
1964 voted yes" in April of 1965. Do
you know what had intervened? An
election. An election intervened. Our
colleagues who were opposed to it then
went back home and gave the same
kinds of comments that were given,
evidently, by the majority leader last
night, according to TOM HAaN, saying
the majority leader was proud to op-
pose Medicare when it first came up
and is still proud to oppose it. Those
were the speeches then.

And then they got a little awakening
because the seniors knew what was Out
there. The American people understood
what was Out there. Not just the elder-
ly, but their sons and daughters had a
fundamental recognition that, when
people grow older in our society. they
have additional kinds of health care
needs and, by and large, their incomes
go down. That is what happens, not
only industrial societies, but in other
societies around the world. And, there-
fore. if we are going to be a compas-
sionate Nation and care about our sen-
iors—the men and women who fought
in the wars, brought the country out of
the Depression. sacrificed for their
children, many of whom are sitting in
the U.S. Senate—that there was going
to be a compact. They were going to
pay in and then they were going to be
able to receive out.

The Democratic alternative is not
perfect. but it provides for the fun-
damental integrity of the Social Secu-
rity system for 10 years. That has been
testified to by the trustees themselves.
But what we have not done is included
the tax goodies for wealthy individuals.

You ought to be ashamed of yourself.
I am not surprised that you do not
want to vote on this turkey. I can un-
derstand that. Refuse? I would cer-
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tainly hope the leader would say. if we
are not going to get the vote on this
one, we are going to keep coming back
and coming back and coming back.
every single time that we have in the
10 hours left, and we are going to make
every attempt to get a vote on it and
let our Republican friends pull every
kind of trick in the book on it and let
us take that issue all aéross this coun-
try and let you defend it. You cannot
defend it. You cannot defend it.

You come up here and say. 'Let's get
back to that trustees' report now. Let's
see what is going to happen in 10. 15. 20
years down there." It is wonderful to
hear all those voices now. We were at-
tempting to deal with the medium- and
long-term interests of this health care
system in our country a year or so ago.
It is wonderful suddenly to find they
are all interested in this now. really in-
terested in long-term care.

Where are the initiatives in home
care? Where is a single proposal from
someone on the other side of the aisle
on prescription drugs? That is a No. 1

problem for our seniors. Where is it? If
you provide prescription drug assist-
ance for our seniors you will probably
do as much or more in terms of reduc-
ing long-term costs. because seniors
will be able to stay home instead of
going to the hospitals in order to get
their prescription drugs. And that is
going to be true in a wide variety of
different areas. Sure we need some ad-
vice and counsel on those.

What are we doing on home care. so
we can give alternatives to our seniors
whether they want to go into a nursing
home or remain home and get some
help and assistance? Where is the Sen-
ators' proposal on that? Where are
these proposals on it, to demonstrate
that suddenly we are interested in the
long-term interests of our elderly peo-
ple? Why do we not keep them out of
high-cost facilities? Where are your
proposals on that? Where are these pro-
posals. that, suddenly we really care
about these long-term interests?

They are not there. They are not
there because at the core of it, this
program on Medicare has not been a
program that you supported over its
history, and the record shows it. Sud-
denly. to find out that you care about
this after, in the House of Representa-
tives, they used $80 billion of part A for
their tax program. and then a month
later said, Oh, my goodness. there is
some difficulty in the insurance fund."
And some said.

Don't you think we ought to go
back and restore the $80 billion?"

"Oh, no, we are going to need that for
the tax cut, a tax cut which is even
greater in the House of Representa-
tives.'

The reason we are debating this is
they had no opportunity to do it in the
House of Representatives—none, closed
down. Here we have 1 hour, and were
thinking we were going to at least have
a chance to get some kind of result, at
least get a chance so we can speak on
these issues, to try to work out, in the
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time that is available. a series of
amendments which would be defining
in terms of what this debate is all
about.

But we are even denied that oppor-
tunity, evidently. We are denied that
opportunity on the first amendment
out: denied the chance to have a roll-
call vote on this issue.

So, Mr. President, I would have sug-
gested to the minority leader and to
our friends. Senator ROCKEFELLER and
Senator ExON, that if they have that
amendment and just use that as an
add-on, as an add-on to this amend-
ment, to have the language included. I
had it here a moment ago. It is not the
wording. Words can be worked out.
that you send it back the way we sug-
gested that it be sent back with a re-
port for the $89 billion, and then we
also include, if you want, recommenda-
tions in terms of meeting long-term
care.

I do not understand why the Senator
is so concerned about it, why that
route would not be acceptable. But, oh,
no, you cannot have it that way. We
are not that concerned. We are not
that concerned about medium and long
term. But the Senator is hoping the
whole thing will go down, that all of it
will go down.

Do not fool us. We know what is
going on around here. I do not know if
the American people do. I hope that
they have been watching—at least
today—this debate and discussion to
try to find Out who is attempting to de-
fend the Medicare system, who believes
in it, who. by history and tradition, is
a party of defending it and supporting
it. They will know because they sure
will not know it on the first propo-
sition in defense of the majority lead-
er's legislation that is before us.

So, Mr. President, everyone ought to
have a very clear idea. I am sure the
seniors do. There may be those around
here who think they do not just be-
cause they are challenged with various
physical illnesses and have difficulty
sometimes in being able to hear all of
the different words or read because
their sight is facing difficulty. or un-
able to get around. They know when
they are being fooled or when there is
an attempt to be made a fool of. They
can look through.

If they take the time to read this de-
bate over the time here today. they
will know who is on their side. It is not
those who have promulgated this
amendment. but it is those who have
said, take back the giveaways, take
back those tax breaks to the wealthy
individuals and corporations. take
back that age restriction for an eligi-
bility increase, take back those addi-
tional taxes on working families. And
let us get something Out here that will
assure our seniors that there will not
be increases in the copays and
deductibles. and that they will have
the choice of their doctors.

We have asked to try to work that
Out together so we can have something
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that will deal with the economic chal-
lenges. but, most importantly, assure
that our senior citizens are going to
have their contract maintained with
the American people and with the Con-
gress.

Mr. President, I see my friend from
Minnesota. I am glad to divide up the
time.

How much time is on each side?
The PRESIDING OFFICER. The Sen-

ator's side has 42 minutes and 45 sec-
onds, and the majority has 39 minutes
and 34 seconds,

Mr. WELLSTONE. Mr. President. I
would be pleased to alternate, if my
colleagues want to do that.

Mr. COVERDELL. Mr. President, I
yield 1 minute to the Senator from Col-
orado.

Mr. BROWN. Mr. President. we have
taken more time than the other side. I
will try to be brief so the distinguished
Senator from Minnesota can go ahead.
I simply want to respond to the discus-
sion with regard to taxes.

My amendment does not deal with
the tax portion. Mr. President, I am
firmly committed to making sure the
money in Medicare stays in Medicare.
that none of it gets used for any other
purposes. Frankly, that is what is in
the bill.

Let me suggest this. Sometimes peo-
ple organize demonstrations and they
make the signs in advance, and it turns
out the signs do not have anything to
do with what the reality is. That is
what has happened here. They made up
their signs about tax cuts for million-
aires. and it turned out they no longer
apply. What they have done is used the
signs anyway.

Mr. President, the biggest portion of
this bill deals with the child tax credit,
and it makes clear that higher income
people do not get it. They not only do
not get what everybody else gets, they
do not get anything at all from the
child tax credit. So the discussion
about how you are somehow helping
the millionaires Out is quite misplaced.
at least in this Member's view. What
they have done basically is made up
their signs in advance and have not
been able to adjust them.

Mr. WELLSTONE addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Who yields time?
Mr. KENNEDY. I yield 10 minutes.
The PRESIDING OFFICER. The Sen-

ator from Minnesota.
Mr. WELLSTONE. Mr. President, I

really welcome this debate, and in the
spirit of debate, colleagues. I say to my
colleague from Colorado that the prob-
lem with the tax credit proposal is that
it is not refundable and that if you are
a family with an income under $29,000 a
year. you are not going to receive it. It
makes no sense whatsoever.

Where is the standard of fairness? In
my State of Minnesota. we are talking
about a significant percentage of the
population, families with incomes
under $29,000 a year. If it is not a re-
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fundable credit, it does not do any good
at all for that family.

Mr. President. I just want to respond
to a couple of comments by my col-
league that were made earlier. And in
the main, what I would like to speak to
is this argument that somehow part of
this debate is a scare tactic or this is
an effort to ' terrorize senior citizens."

Mr. President, I think that, as a mat-
ter of fact. that is a bit insulting to
senior citizens. It is a bit insulting to
citizens in our country, period. People
have their own wisdom.

I was in a debate the other day with
several of my colleagues at U.S. News
and World Report. I said. forget all of
this discussion about scare tactics. I
wish we were talking about scare tac-
tics so I would not use it. People have
their own intelligence. People can fig-
ure this Out for themselves.

And, one more time. we have an
amendment here that now is in the sec-
ond degree. Why are my colleagues
afraid to have an up-or-down vote on
this? We had the debate. Now the rub-
ber meets the road.

We have been saying to you that $89
billion—which is what you needed for
the trust fund—what you are doing is
cutting $270 billion for Medicare.

In addition, we have said, what is the
meaning of $270 billion of cuts in Medi-
care juxtaposed with tax giveaways, in
the main, and $245 billion that goes to
people with higher income?

You can vote that up or down, col-
leagues. It is time now to match your
votes with your rhetoric. Why are you
afraid of an up-or-down vote?

Mr. President. the only people that
are terrorized here right now are some
of my colleagues on the other side who
are in terror that they might have to
vote what they have said they believe
all along.

Mr. KENNEDY. Will the Senator
yield?

Mr. WELLSTONE. I am pleased to
yield.

Mr. KENNEDY. Will the Senator
agree with me that if our friends on
other side of the aisle are really inter-
ested in reforming Medicare, they
would drop the tax cuts for the wealthy
and large corporations. drop that. and
let us see if we cannot find some way of
trying to deal with this in a medium
and long-term way?

Does the Senator believe, and is it
the Senator's view. if they were pre-
pared to do that. that this particular
proposal would be the difference?

Mr. WELLSTONE. Mr. President, I
would say to my colleague from Massa-
chusetts his question is right on the
mark. because what people are saying
in Minnesota and around the country
is, please permit us to be suspicious be-
cause you are cutting much more than
is necessary for the trust fund. and we
think you are making Medicare the
piggyback for tax cuts for wealthy peo-
ple. And if, in fact. you would give up
on these tax giveaways—and we were
not talking about the $245 billion—then
I think we can get down to a discussion
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where we can focus on what we need to
do. I say to my colleague from Massa-
chusetts, for real reform.

Real reform, Mr. President, is univer-
sal coverage. Real reform is making
sure that elderly people can afford pre-
scription drug costs. Real reform is
home-based care so that people can live
at home in as near a normal cir-
cumstance as possible, with dignity.
and not have to be institutionalized.
Real reform is where there is a stand-
ard of fairness.

I tell you what is not real reform—re-
verse reform, where we cut $270 billion
from Medicare and at the same time we
have a $245 billion tax giveaway.

I have been in debates with col-
leagues, and they have said, I say to
my colleague from Massachusetts, over
and over and over again, no, this is all
for Medicare. This is what we need to
do. This makes Medicare solvent, This
reforms Medicare, This is for the good.
This amendment puts them to the test.
If that is the case, then vote against
this amendment, Vote it up or down.

I find it just unbelievable that after
all the speeches that have been given
and after all the reassurances that
have been given, my colleagues are un-
willing to vote on this, That is what
the second-degree amendment is all
about. It is a huge dodge from a vote
that people should have the courage to
make.

One more time, in my State of Min-
nesota, 50 percent of senior citizens
have incomes under $20,000 a year. In
my State of Minnesota. many of our el-
derly live in rural communities, and
those hospitals and those clinics have a
huge percentage of their patient pay-
ment from Medicare and they do not
have a profit margin. If you go ask
those providers—has anybody asked
them? Anybody asked the clinics? Any-
body asked the doctors? Anybody
asked the nurses? Anybody asked the
physician's assistants much less the
beneficiaries? They will tell you that
they cannot survive some of these re-
ductions. They will not be there to de-
liver health care.

So this is not about scare tactics, I
say to my colleagues. This is about
some unpleasant realities. And one
more time, we have in our State 635,000
Medicare beneficiaries, It will be about
685,000, or 675,000. I believe, by 2002.
Later on, we will talk about medical
assistance. We have 425,000 bene-
ficiaries of medical assistance, It will
go up to 535.000. And anybody who
wants to look at the policy carefully
and understand its impact on citizens
understands that the way you view
health care is you look at the number
of people who are going to be eligible.
what the existing benefits are that peo-
ple will need to have for quality health
care and what the medical inflation
level is, and these reductions fall far
short of that.

I say to my colleagues. you just do
not have the credible argument. You
cannot cut $270 billion from Medicare
at the same time you have $245 billion
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of tax giveaways, mainly going to
wealthy people. You cannot do it. It
makes no sense. And with this amend-
ment. introduced by Senator ROCKE-
FELLER. we give you the chance to vote
on what you say you believe in. We
give you the chance for an up-or-down
vote where you can match all of your
speeches with your votes, where you
can look the American people in the
eye and you can say we believe that all
$270 billion is necessary in order to. as
you say. save Medicare.

I do not think you are saving Med-
care. I think in the name of saving
Medicare you are destroying part of
Medicare. That is what this vote wou]ld
have been about. I think the only peo-
ple who are terrorized are colleagues
on the other side of the aisle who are
terrorized that they have to vote what
they have been talking about for the
last 6 or 7 months.

Mr. KENNEDY. Will the Senator
yield?

Mr. WELLSTONE. I will be pleased
to yield.

Mr. KENNEDY. Again for a question.
If this is such a great deal for the sen-
iors, why do all of the seniors them-
selves and their principal representa-
tives, the American Association of Re-
tired Persons. Council of Senior Citi.
zens, National Committee to Preserve
Social Security/Medicare testify in op
position to the plan? If this is such a
great deal—we listened to these Sen
ators talk about it this morning for 5
hours—S hours—and then the time
came to call the roll. Oh, no, you can-
not even have a vote on your amend-
ment. even though we think it is so
great. If it is so great. why will they
not defend that back home to their
seniors? Why will they not be able to
go into their senior citizens homes and
be able to justify it?

They cannot do it. They cannot do it.
And the proposal arid the idea that we
want to look at medium or long term,
they could have done that before. They
could have reported Out something
with those kinds of provisions. But no,
suddenly when they are just about to
call the roll, they pull this amendment
out and send it to the desk.

As we have said before, this is Hal-
loween. and it is trick or treat time.
This amendment is a trick on the sen-
iors of this country. and it should not
be accepted.

Mr. WELLSTONE. Mr. President. let
me respond and then just simply yield
the floor to some of my other col-
leagues who would like to speak.

First of all, let me just say to the
Senator from Massachusetts and my
colleague from Iowa—if I could get
their attention just for a moment—it is
very interesting; you asked the ques-
tion, if this is so good for senior citi-
zens and represents such good reform,
with all the promises that have been
made, how come all of the organiza-
tions and all the people who are going
to be affected by this are opposed to it?

The answer is there is a huge dis-
connect between these proposals and
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the lives of people back in the States.
These proposals are very reckless with
the lives of senior citizens. And it is
the intelligence of senior citizens in
Minnesota not because anybody is lead-
ing them around by their noses: it is
their own intelligence and their own
insight which tells them that these
proposals are not in their best inter-
ests.

I have to say to my colleagues on the
other side of the aisle that your refusal
to vote on your own proposal does
nothing to reassure them. We have
been hearing your speeches forever. We
have been seeing your ads on tele-
vision. You have been telling the senior
citizens this is going to be so great.
and now you have a chance to vote
what you say you believe in, and all of
a sudden. I say to my colleague from
Iowa, we see them just running away.
running away.

That is my first point. My second
point is that—I do not even remember
my second point.

Mrs. BOXER. Will the Senator yield
to me for a question?

Mr. WELLSTONE. I would be pleased
to yield for a question and then by
then I will get my second point.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent for 3 more min-
utes so I can come up with my second
point.

The PRESIDING OFFICER. The Sen-
ator has 3 more minutes off his side's
time.

Mrs. BOXER. What I would love to do
is simply say to my friend the reason
he did not get to his second point is his
first point was so good. But I have to
say that in listening to my col-
leagues—and I truly was not going to
participate in this particular amend-
ment. I had come over here expecting a
vote on it. What do I find? We are
blocked from voting. What is the other
side afraid of if they are so excited
about their plan? They are afraid to
vote,

I will tell you why they are afraid.
Because they know that the American
people are waking up and they under-
stand now it only takes $89 billion to
keep Medicare solvent, and they are
cutting $270 billion. We know they need
to cut that much to come up with what
NEWT GINGRICH calls the crown jewel of
the contract, the tax breaks for the
wealthy. And I say to my friend. be-
cause he has been working on these is-
sues a long time, in his hometown and
his home State. do seniors understand
why the Republicans want to give
$5,500 a year back to people who earn
over $350,000 while they destroy Medi-
care, Medicaid. student loans. and for
God sakes repeal nursing home stand-
ards? Do the people in his State under-
stand that?

Mr. WELLSTONE. Mr. President, I
would say to the Senator from Califor-
nia, no. And I think this becomes an
issue of Minnesota fairness and people
just do not find it credible—$270 billion
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in cuts in Medicare but only $89 billion
needed for the trust fund, and at the
same time $245 billion in tax cuts, dis-
proportionately going to people on the
top. No, that violates the Minnesota
standard of fairness.

My second point. which came to me,
is that this whole business about some
sort of a study of what the con-
sequences of all this will be, Senators,
we have this that just came to us—2.000
pages. And my colleague from Utah,
whom I deeply respect, said the more
people in the country get to know
about our plan the better they like it.
People do not know what is in this
plan.

I say to my colleague from Califor-
nia. I have said for the last month this
is a rush to recklessness, and it is be-
cause when you talk to the people who
live in the communities that are af-
fected by this and deliver the care to
Medicare beneficiaries, they are saying
this will not work. There is a dis-
connect. Anyone can add numbers and
subtract numbers. but, for gosh sakes,
colleagues, look at the connection be-
tween your numbers and people's lives.

We never had one hearing on your
final set of proposals, not one hearing.
not one expert flown in from anywhere
in the country, much less the oppor-
tunity to take this back to our homes
and ask the people who are affected by
this whether or not it will be beneficial
to them. If we had an up-or-down vote
on this amendment—

The PRESIDING OFFICER. The Sen-
ator's 3 minutes have expired.

Mr. WELLSTONE. Then I think we
would have had an opportunity for ev-
erybody to speak.

I yield the floor. I thank my col-
leagues.

Mr. ROCKEFELLER addressed the
Chair

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President,
this is an interesting—

The PRESIDING OFFICER. Who
yields the Senator time?

Mr. ROCKEFELLER. The Senator
from Massachusetts, I believe. is yield-
ing me time.

Mr. KENNEDY. I yield the remainder
of the time to the Senator from West
Virginia.

Mr. ROCKEFELLER. Mr. President. I
guess it is my general impression that
the other side, the Republican party,
does not want to vote on this amend-
ment which we started hours and hours
ago. We have had all kinds of delaying
tactics and we had second-degree and
first-degree amendments, talks about
all kinds of time agreements. but not a
vote, not a vote.

I have not been on the floor. I have
been working with our leader, but I as-
sume that this point had been made
over and over again. One of the things
that I think seniors should be aware of
is—which has not been talked about at
all in the Republican amendment for
Medicare. which cuts $270 billion Out of
Medicare—is something called the
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BELT agreement. It is not GATT, it is
not NATO, it does not have forces, but
it has lethal effect, absolutely lethal
effect. And it is tucked away inside the
Republican Medicare plan. And BELT.
because I know you are anxious to find
Out, stands for the budget expenditure
limit tool." Interesting phraseology.

It is a budget gimmick that poses a
very dangerous threat to our senior
citizens. And when our colleagues on
the other side of the aisle say we are
trying to scare senior citizens, one of
the things that comes back at me is. do
our senior citizens even know the be-
ginning of what they would be getting
into if we ended up with the Repub-
lican amendment to cut $270 billion
and other matters, for example, the
BELT agreement?

Now, let me tell you what the BELT
agreement does. This is the Republican
device that will make automatic cuts
in Medicare for years to come—for
years to come—automatic cuts, no leg-
islative authority, automatic cuts. And
what will the cuts be made for? They
will be made for the GOP tax breaks
for the wealthy.

The budget gimmick is labeled, as I
indicated, the 'budget expenditure
limit tool." And it is the Republican
secret plan to make automatic cuts in
the traditional—now catch my words—
fee-for-service Medicare Program. Now,
remember what we have been hearing
this afternoon at great length is that
'No, no, no, don't worry about these
things called HMO's. Don't worry
about that, because 90 percent of sen-
iors are already in the fee-for-service
program. Of course they'll be staying
in the fee-for-service program."

So all seniors are meant to relax
when they hear that argument. But
they do not understand the BELT
agreement, the BELT agreement,
which is the budget expenditure limit
tool." And what it does is makes auto-
matic cuts in the traditional fee-for-
service Medicare Program, without any
action by Congress or the President.
for the next 7 years into the future.

Now, how would it work to hit sen-
iors? First of all, it would put GOP. Re-
publican, priorities ahead of seniors'
health care needs in three ways.

First, the BELT—this budget limita-
tion tool for seniors on fee-for-service
Medicare, ordinary Medicare, 90 per-
cent of seniors—it would set a fixed an-
nual target on Medicare spending. Oh,
we have not talked about that this
afternoon. We have not talked about a
fee or an expenditure limit on Medicare
spending. I have not heard that from
the other side this afternoon, because
everything was geared to have seniors
believe, so long as they were in the
Medicare fee-for-service portion that
they are now in, that life continues to
be cheerful and wonderful and there is
no worry. Don't worry about that.
HMO's." But they did not tell us about
BELT.

So a fixed annual target is set on
Medicare expenditures representing the
amount necessary to secure the funds
that Republicans need for tax cuts for

the wealthy. And it becomes an abso-
lute limit on what Medicare will con-
tribute to seniors' health care. May I
repeat that? It becomes an absolute
limit, a ceiling, on what Medicare will
contribute to Medicare regular enroll-
ees, non-HMO seniors' health care.

Second, if Medicare's bill exceeds
this limit, the BELT, which is the
budget expenditure limit tool, imposes
automatic—what is my next word?—re-
ductions, reductions, arbitrary in na-
ture, in key Medicare spending in the
following year, imposing cuts in Medi-
care: for example, inpatient hospital
services, reductions in expenditure for
inpatient hospital services, inpatient
hospital services for seniors; home
health services, reductions; hospice
care services. reductions; diagnostic
tests, reductions; physician services
and outpatient hospital services, reduc-
tions. Mr. President.

I am sorry, I am sorry. this is in the
Republican plan. No, we have not heard
about it because we did not have much
time, And, no, we did not hear about it
in the Finance Committee because we
spent about a total of 10 minutes de-
bating this entire thing—b minutes
per side,

Mr. HARKIN. Would the Senator
yield?

Mr. ROCKEFELLER. I would be
happy to, although I have my third
Draconian measure that I would like to
mention,

Mr. HARKIN. This is startling news
to this Senator. I am not on the Fi-
nance Committee.

Is the Senator saying that this BELT
provision, which sounds to me like the
old sequestration, whereas, if you do
not hit certain targets, there is auto-
matic across-the-board cuts, is that
what is going to happen, automatic, in
all these services?

Mr. ROCKEFELLER, The word 'se-
questration" is the perfect word.

Mr. HARKIN. Well, what the Senator
from West Virginia is talking about,
are these BELT provisions, are they in
this 2,000-page reconciliation bill? Is
that what the Senator is saying? They
are in this big thick bill someplace?

Mr. ROCKEFELLER. Yes.
Mr. HARKIN. I wonder what else is

hidden in here. Two thousand pages,
and we got it yesterday—2.000 pages.
Who knows what is hidden in here—
2.000 pages. We have not had I day of
hearings on it, not I day. And now the
Senator from West Virginia has
brought up something that this Sen-
ator was totally unaware of. I will be
frank to admit to everyone.

Why? We have not had a chance to
look at this or have hearings and know
what is in it, What the Senator is say-
ing is buried in these 2,000 pages, which
no one knows what is in there, is a pro-
vision that will allow for services to
the elderly, in all the areas the Senator
just outlined, to be automatically cut,
automatically without any vote of this
body or of the Congress of the United
States. I find that incredible. I almost
cannot believe it.

Mr. ROCKEFELLER. If the Senator
will yield to his incredulity and mine.
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I would add that under the Republican
$270 billion cut, Medicare will be
squeezed in its growth rate at 4.9 per-
cent per person. Now, you go into the
private market, private health insur-
ance, that is going to grow at 7.1 per-
cent. But they are going to hold it
down to 4.9 percent for Medicare.

Now, this is for your Medicare. So
what is going to happen? Obviously.
spending for Medicare, because you do
not reduce the price of health services
simply because you reduce the amount
of money that you are willing to pay,
to make available to pay for them, the
price will continue to rise as it has in
the past. but the amount of money will
be much less. So what, in fact, you
have guaranteed is this BELT proce-
d u re.

Mr. HARKIN. Not only that, if the
Senator would yield further, not only
that, not only the price increase, but
the number of elderly is going to in-
crease. People are living longer. They
are healthier so they are living longer.
So you will have more people in that
bracket in the future,

So the belt is going to tighten even
harder and faster because of both of
those. I am just shocked about this. I
am glad that the Senator brought this
up. I daresay, there are very few people
who understand this. We are indebted
to the Senator from West Virginia for
pointing this Out. I just still find this
incredible that this would be buried in
this bill.

Mr. ROCKEFELLER. That is the
point. I say to my friend from Iowa.
And what is absolutely incredible is I
have sat here under limited time, to be
able to discuss any of this, this after-
noon for hours, and I have heard all of
this talk about this glorious—A11
those seniors in the fee-for-service
Medicare Program are going to be
happy. We don't do anything. They are
just there. They don't have to join the
HMO's. They will be in that 90 percent
of happy folks that we are going to do
nothing to cut their services and life
will go on." But this BELT procedure
is reserved exclusively for them, I say
to the Senator from Iowa.

So they are going to cap this at 4.9
percent. even though the private cost
of health care costs are going to be 7.1
percent. So it is automatically guaran-
teed there is going to be a shortfall. at
which point the sequester falls in, the
BELT falls in, the reductions are made
in inpatient hospital services. home
health services. hospice care, diag-
nostic tests. physician services—that
means visiting a doctor—and out-
patient hospital services. That is the
whole ball game in health care. There
is not much else you can do.

I will say, I made a mistake. because
the third part of this is that under the
plan, since the first-degree amendment
of the Senator from Colorado wiped Out
the $89 billion reduction in Medicare
and supplanted it with a $270 billion
Republican one, what I failed to say
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was that, in fact, they have been at
least kind enough to say that the Con-
gress could adjust this BELT or do
something with this BELT procedure.
but only under a supermajority.

I am not sure what a supermajority
is. but it has to be at least 60 percent.
It is probably closer to 66½ percent,
which means that the Congress would
not do it, so the BELT would be in el
fect.

Of course, BELT threatens access to
choice. It applies only to Medicare fee
for-service expenditures. It hits only
seniors who want to keep their current
doctors. As a result, this budget gim
mick will discourage doctors from ac-
cepting fee-for-service patients. senior
patients. which, for reasons which we
now understand much more clearly be-
cause of what is hidden in this Repub-
lican plan since obviously their pay-
ments will be cut, the physician pay-
ments will be cut, threatening the ac-
cess of seniors to doctors' offices of
their choice.

If there is anything you can say to a
senior that will justifiably terrify that
senior, it is that you are going to take
that senior's doctor away.

All afternoon we have been hearing
that is not going to happen, but it is
the current beneficiaries who are going
to be hit the hardest. Ijust would very
much like for my colleagues to under-
stand a new concept called BELT,
budget expenditure limit tool, which
automatically, if costs go up too
much—which, of course, they will—it
automatically sequesters and then re-
duces virtually all health care services
for seniors. Nobody in this building
knows about it.

Mr. HARKIN. Will the Senator yield?
Mr. ROCKEFELLER. Virtually no-

body in the Finance Committee knew
about it, because we only debated the
thing for about 10 minutes. Now, the
Senator from Iowa and the Senator
from West Virginia know about it. and
perhaps some others do. too.

Mr. HARKIN. Will the Senator yield
for another question?

Mr. ROCKEFELLER. Of course, I
will.

Mr. HARKIN. Again. I want to thank
the Senator for pointing this Out. I
daresay, not too many people know
about this hidden in these 2.000 pages. I
just received a piece of paper on this
which indicates that BELT applies
only to Medicare fee for service. So it
would hit only those elderly who want
to keep their current doctors; is that
right?

Mr. ROCKEFELLER. That is correct.
The Senator is 100 percent correct.

Mr. HARKIN. Wait a minute. I had
been led to believe by the other side
that they want to give seniors choices.
more choices; that they do not want to
shoehorn or force the elderly into man-
aged care systems but leave them their
choices and their options.

But now what this says is that this
BELT, this thing which would have
these across-the-board cuts in all these
areas, would apply only to fee for serv-
ice. Again, am I correct. I ask the Sen-
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ator from West Virginia, in saying that
with this BELT provision, it is just an-
other way of taking away more choice
for the elderly?

Mr. ROCKEFELLER. The Senator is
correct, but I will add a further dimen-
sion. It is another aspect in what it is
that our Republican colleagues have to
do, driven by this Contract With Amer-
ica, in order—you see, there is a reason
for this. You do not do it because you
want to do it. you do it because you
have to get that tax-break money.

Mr. HARKIN. I am beginning to see.
Mr. ROCKEFELLER. That is why

you have to come up with gimmicks
like this which you do not talk about
on the floor of the U.S. Senate. because
you do not want anybody to know
about it.

Mr. HARKIN. I ask the Senator from
West Virginia if he will yield for an-
other question. Then in the substitute
that was offered by the Senator from
West Virginia earlier today, on which
they will not allow us to vote, it looks
like, that BELT provision is not in the
substitute of the Senator from West
Virginia?

Mr. ROCKEFELLER. There is noth-
ing—nothing—in the Democratic
amendment which has that.

Mr. HARKIN. And one last question
of the Senator from West Virginia.
then. The only reason he can discern
for having this provision in there is
only so the Republicans can get their
$270 billion cut in Medicare to fund the
$245 billion tax break: is that correct?

Mr. ROCKEFELLER. To the Senator
I say. you have to get your money
somehow. If you are going to cut to get
all this tax-break money, you have to
go to where the money is. The money
is in Medicare. The money is in Medic-
aid. There is some money in the earned
income tax credit, which they call a
welfare program. which is very inter-
esting to me. because how come those
same people then pay a personal in-
come tax and Social Security tax? I did
not think people on welfare paid those
taxes.

It is just a very depressing aspect of
how far they will go.

Mr. HARKIN. I am going to ask the
Senator to yield. Again. I hold up this
poster. I talked about it earlier. But
just in light now of what I have found
out from the Senator from West Vir-
ginia of what is hidden in this bill re-
minds me of what the majority leader
said just last night. and I will quote
again for the RECORD:

i was there fighting the fight—voting
against Medicare—one of 12—because we
knew it wouldn't work in 1965.

That was the majority leader just
last night.

So I guess I would say, who do you
trust? I keep hearing from the other
side that they want to save Medicare.
From what the Senator from West Vir-
ginia just pointed out on this BELT. it
ought to be called the knife," because
it is really cutting Medicare. That is
what they are doing.
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I thank the Senator. He has done a

great service in bringing this to our at-
tention.

Mr. ROCKEFELLER. I thank the
Senator from Iowa. I just simply say
that it is a shocking thing. It is a hid-
den thing. It is malicious to seniors,
and it is particularly embarrassing. I
think. in the context of fair debate,
when people all afternoon have been
talking about the fact that seniors on
Medicare in the regular fee-for-service
Medicare system, which is 90 percent of
the system now, will continue to have
this wonderful existence, when they
know perfectly well that what they are
doing is they are capping expenditures.
They are capping expenditures several
percentage points below what they
know the cost of expenditures will rise
in health care and then guaranteeing.
therefore. the sequestering followed by
the reduction in services on all fronts
of health care for Medicare patients.
Then the only way you can get out of
it is through a supermajority, which I
would assume is two-thirds of the Con-
gress. both the House and the Senate,
which I think would be very hard to do.

It is also interesting that—well. Med-
icare recipients on top of this will pay
more out-of-pocket expenses. In other
words, there is going to be $700 less per
beneficiary in the year 2002. It is going
to double deductibles, raise premiums.
raise the Medicare eligibility age to 67.
These are all very important. very
troublesome problems. Private health
premiums will be increased, as the mi-
nority leader indicated, by cost-shift-
ing. Hospital closings will take place in
States like West Virginia and. I as-
sume, Iowa. I think most rural States.

Frankly, it is my judgment that doc-
tors will be driven out of the program
and will be turning away Medicare re-
cipients.

Mr. HARKIN. If the Senator will
yield again on that point, I will just
say. if you have fee for service and the
doctor is taking fee for service. and
then you have this automatic provision
to cut all these provisions. then it
would be very discouraging to doctors
to take fee-for-service elderly. Thus.
once again. that would be lying—the
intention of the Senators on the other
side of the aisle that they want to pro-
vide more choices for seniors. They can
say it all they want. You can say the
Moon is made out of cheese. but that
does not make it so. The facts are that
this bill is going to push the seniors
out of their fee for service,

If the Senator will yield further for a
question. I want to ask the Senator
what the Republicans are trying to do
here with their $270 billion cut—and
now with this BELT gimmick that I
never heard about before—how that
would work for an elderly person who
just wrote me this letter from Iowa. A
husband and wife—I will not use their
names, because I do not have their per-
mission yet. I will get in touch with
them to ask for permission. Their total
income per year with Social Security,
plus they have an old house rental. is
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$20000 or less. She adds up all of their
health expenses and premiums, which
totals $7,668 a year, Out of a $20,000 in-
come. She has diabetes and her hus-
band has heart disease arid a fractured
hip socket. She had a stroke 3 months
ago. She is talking about how wonder-
ful Medicare has been for them. She
said, People around here are worried
that Congress is destroying the best
programs in our country. which have
made people's lives so much better. My
late grandparents lived in poverty re-
ceiving $40 a month welfare. Could we
live on that?"

I ask the Senator from West Vir-
ginia, how could someone like this,
making $20,000 a year—and I might add
this: When I hear people on the other
side of the aisle talk about the elderly,
I swear all the elderly they know live
in Beverly Hills, or Palm Beach, or
something like that, because in my
State of Iowa, 80 percent of the senior
citizens make less than $20,000 a year,
and 50 percent of the elderly in Iowa
have incomes of $10,000 a year or less.
That is what we are talking about.

Mr. WELLSTONE. Will the Senator
yield for a second? How much out-of-
pocket do they pay on health care ex-
penses right now?

Mr. HARKIN. Well, right now about
21 percent of their income. So if they
have $20,000 a year, you can figure right
away that 21 percent of that—about
$4,000 a year—is going for out-of-pocket
expenses. One-fifth of their income is
going Out. Under the Republicans' pro-
posal, that will go up, over the next
several years, to 31 or 32 percent. So it
will be one-third of their income that
would go out. Right now, for us who
are working, it is around 7 percent, 8
percent of our total income that goes
for health care. So in Iowa, where we
have 50 percent of our people making
less than $10,000—and I have this letter
which is a heartbreaking letter, where
she talks about how much they have to
pay for their premiums, what they
have to pay for their deductibles and
their prescription drugs. Their income
is $20,000 a year, Mr. President, and
they are paying $7,668 a year out-of-
pocket. I ask the Senator from West
Virginia, what hope would there be for
this couple under the Republican pro-
posal, cutting $270 billion out of Medi-
care? What could you tell this couple
when their premiums and deductibles
are going to double, yet, their income
is not going to go up?

Mr. ROCKEFELLER. Well, of course.
Social Security will be cut, too, will it
not, under the Republican plan?

Mr. HARKIN. That is right. Not only
that, but for some of the low-income
elderly in Iowa making less than
$10000 a year, they are cutting the
Low-Income Home Energy Assistance
Program where they get a measly $80
or $100 a year to help out in that re-
spect.

Mr. ROCKEFELLER. If the Senator
will yield, after a period of 7 years, I
believe it is, they are saying that you
can no longer get Medicare when you

CONGRESSIONAL RECORD — SENATE
are 65: you can only get it when you
are 67.

Mr. HARKIN. It is going to go up to
67. right. The Senator is absolutely
right.

If the Senator will yield further, the
only thing I can come up with—and I
really do not know why they are doing
what they are doing on the other side
of the aisle. I know they want to give
tax breaks to their special interest
friends. I understand that. That is what
they want to do. They made their
agreements and their contract, and
they want to do that. But why do they
believe they can take it out of the el-
derly? The only thing I can assume is
that they think the elderly are so gul-
lible that they are not going to pay at-
tention. Maybe they are so busy, like
this couple, paying their bills and mak-
ing ends meet that they are not going
to pay attention to what happens here.
Maybe they feel that. I hope not be-
cause. I am telling you, the elderly
have to understand that this is going
to hurt and hurt badly for the next 7
years.

Mr. ROCKEFELLER. If the Senator
will yield, I think there is a very inter-
esting point that goes along with all of
this. The majority party—the Repub-
lican Party—has accused us of fear
mongering,' and scaring seniors. Yet,
for a long period of time—and in telling
the truth, everybody is entitled to
their own opinion but not their own
facts. We have been talking about some
of the facts which the Senator and I
have discussed this afternoon, a rel-
atively new fact in that 2,000 pages.
But, hopefully, more people will know
about that. What is interesting is that
the American Hospital Association
really did not get very much—even
though they are getting terrible cuts,
they did not get involved too much in
taking all of this on.

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from Michigan has 38
minutes.

Mr. ABRAHAM. At this time, I yield
7 minutes to the Senator from Min-
nesota.

Mr. GRAMS. Mr. President, if this is
a contest of volume and rhetoric and
half truths, we are going to probably
come in second best. I would like to try
to concentrate on some common sense
and some truth about what we are try-
ing to debate here on the floor.

We are really talking about a couple
of major issues, and that is that a lot
of the debate is whether we are going
to put a Band-Aid over the Medicare
Program and extend it for maybe 2
years into the future of solvency, as
the Democrats have proposed, and then
be back here in another year or two
and debate this all over again, or we
are going to look at some real reform.
We are going to talk about extending
this program to 2012 and into the next
generation, to make sure that we se-
cure, that we improve, and that we pro-
tect the Medicare system, not only for
those who depend on it today, but for
the next generation as well.
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If we do not begin real basic reform—

that is, to reduce the rate of growth in
this program, and we are not talking
about cuts, we are talking about trying
to put some common sense into this
program and put out there a Medicare
Program that not only provides good
service but is one that we can afford. If
we do not, the alternatives are just a
couple. Either we can do as the Demo-
crats have proposed, and that is extend
the life of this program for just 2 years
so we can come back here and debate
this all over again after the next elec-
tion. Or we can do nothing and we can
let the trust fund go broke. as the
trustees have told us it will do. in the
year 2002. Or the other option would be
that we can go back to the taxpayers
with business as usual and say we need
another $388 billion to keep this pro-
gram status quo—business as usual.

That is what the Democratic answer
has been over the last 30 years. Seven
times they have gone to the taxpayers
and said, "We need more money for
this program," and raising taxes has
always been the answer—never real re-
form, never restructuring the program,
never trying to make it sound. Just
more taxes. Throw more money at the
problem and get us by another couple
of years; just, limp into the next cen-
tury, and we will come back and ad-
dress the question then. Then the link-
age, the demagoging, of always $270 bil-
lion in reduced growth—not in cuts,
but reduced growth—and they link this
always to $245 billion in tax relief.
They seem to have some kind of an ob-
jection to letting Americans keep more
of their own money.

If this were a repeat of the 1993
record increase in taxes they would be
down here in a second to vote to raise
your taxes. But if there is any talk
about tax relief for American families.
hard-working families, they just dema-
gog this to death. They do not want
you to keep any more of your money.

Somehow, somehow the thought and
the notion in this Capital City has been
that the money belongs to Washington.
We are going to decide how much to
dole back to you. the hard-working
Americans.

Those who get up every morning, go
to work and put in 40-plus hours a
week, husband and wife trying to take
care of their family—they do not think
you can spend their money as wisely as
they can in Washington. If they allow
you to keep this $245 billion over the
next 7 years. you might spend it fool-
ishly—like on food, clothing, shelter,
education for your children. You might
do something stupid with your money.
So, send it to Washington and they will
make sure that it is spent more wisely.

And talk about the scare tactics.
Fearmongering—.-they do not
fearmonger. They are not throwing out
scare tactics. For the last hour, we
have sat here and listened to nothing
but scare tactics, that we are somehow
gutting this program, that there will
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not be a dime for Medicare. for our sen-
ior citizens over the next 7 years or be-
yond.

If that is not a scare tactic, telling
every senior citizen in America if we do
not buckle under and not give any tax
relief or raise taxes, that somehow aJl
Medicare will disappear. My grand-
mother is one that got one of these
scare tactic letters from her Demo-
cratic Congressman in northern Min-
nesota. It said that somehow the Re-
publicans are going to put you into the
street because they are going to take
away Medicare.

Now. for a 92-year-old bedridder
woman to get a letter like this, if thus
is not scare tactics. I do not know whet
is. To hear the rhetoric we have heard
and will continue to hear, if that is not
scare tactics, without addressing the
problem, if the problem is so bad.
where have the Democrats been over
the last 30 years? How come all of
sudden we are on the brink of disaster,
if they have all the answers today?

I do not know why a $500 per chilc
tax credits somehow does not work in
with their plan.

Another thing, the $270 billion in re-
forming Medicare. Now, if we do not do
this, again, the trustees are saying it
will go broke, that somehow Medi-
care—we know that over the next 7
years any savings in Medicare has to
remain within the trust fund. There is
a fire wall.

In fact. Republicans have an amend
ment. as our amendment notes. using
Medicare savings for tax cuts would be
illegal under the Finance Committee
bill. The Senate committee bill says it
would be illegal to use it for anything
but Medicare.

There is no linkage. The only way we
can have tax relief is if we reform it
and balance the budget. If we can do
that, then the benefits are going to be
some tax relief for hard-working Amer-
icans who have been paying $245 bil-
lion—do you realize that is only 1.5
percent of our total expenditures over
the next 7 years?

But it sounds like that if somehow
we give this small tax relief to Amer-
ican residents and hard-working mid-
dle-class families, that somehow this
whole country is going to unravel: if
we take this $245 billion and shift it
Out of Washington and into the hands
of families, that somehow this whole
country is going to collapse, because
we have taken another $245 billion
from bureaucrats in Washington to
spend as they want.

So. again, one other thing I want to
mention, if the Government is going to
somehow pay for all of this, if we can-
not afford it ourselves, how can we af-
ford to pay taxes to let the Govern-
ment do it? We cannot.

If we cannot as a society. as individ-
uals or as families. somehow afford
this, is the Government automatically
going to have enough money in Wash-
ington? They will tax it away. Wash-
ington does not create wealth. It col-
lects it and redistributes it.
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Is this good for seniors? Yes. Mr.

President. it is good for seniors. It will
make sure that Medicare is protected
and preserved.

Mr. WELLSTONE. Will the Senator
yield?

Mr. GRAMS. I just have a few min-
utes left.

The PRESIDING OFFICER (Mr.
ABRAHAM). All time has expired.

Mr. GRAMS. I think this is some-
thing that is so important that we can-
not ignore it, and we have to make
sure that Medicare is preserved and
protected not for an additional 2 years
but for the next generation.

I yield the floor.
Mr. FRIST. Mr. President I yield 8

minutes to the Senator from Wyoming.
Mr. THOMAS. Thank you, Mr. Presi-

dent.
I come to change the tone a little bit.

I have been sitting here for 5 hours and
have heard nothing but negative. de-
pressing kind of things.

I am excited about the opportunities
that we have. I am excited about the
opportunities that ,we will have to do
something that the people who have
been complaining here have not done
for 30 years. We will have a chance to
balance the budget. We have not done
it for 26 years. We will have a chance to
do something about welfare. We have
not done it for all these years. We will
save Medicare. We have not had a plan
to do that. We will leave a little more
money in the pockets of Americans.

Now, that is not a bad idea. That is a
pretty positive kind of a thing. it
seems to me.

Frankly, I get a little weary of the
same folks that have been here, who
have brought us where we are, that we
need changes. and they resist changes.
and expect something different to hap-
pen by doing the same thing. I do not
understand that.

That is what we have heard all after-
noon. Do not change anything. Things
are not good, but do not change them.

Someone mentioned the difficulty in
rural States. I come from a rural State.
As a matter of fact, there are a number
of things here that I think will be
greatly strengthened, including the
health program in rural areas.

There are several specific things here
that I want to mention. One is limited
service hospitals. We have, over time.
developed hospitals. We were encour-
aged over the years—properly—to de-
velop full service hospitals in small
towns. Quite a few of them sometimes
werejust 20 miles apart.

In Wyoming. we had a hospital with
4 percent occupancy. It cannot exist at
that. So it has to fail.

So we will change in this bill the
qualifications of a hospital so that you
can have a limited service hospital.
still be reimbursed by HCFA. the Fed-
eral Government for stabilizing facili-
ties. for emergency facilities, so you
can move to the next hospital. It would
be a great asset. You need something
in a town but you will not be able to
have a full service hospital. That will
be done here.
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Medicare dependent hospitals—the

1993 budget let this program expire. We
are going to reinstate that. The pur-
pose is to assist facilities in high Medi-
care patient loads to continue.

The extension of the sole community
hospital status. hospitals that have
less than 50 beds. 35 miles away from
the nearest hospital. will continue.
This is good stuff for rural America.

It levels HMO payments in Medicare.
There is a great disparity now. We set-
tled that on the basis of fee-for-service
as it existed. In Bronx County. New
York. $678 can be paid per month for
HMO's and Medicare: Fall River Coun-
ty. South Dakota. on the other hand.
gets $177. We will fix that. That is good
for rural America.

Medicare bonus payments to physi-
cians will be increased from 10 percent
to 20 percent. We talk about bringing
service providers into the rural area.
This will do that. Telemedicine
grants—we have a great opportunity to
increase services with telemedicine
grants in rural communities.

I understand the marketing device, of
being opposed—there are some very
positive things here, starting with the
fact if you do not do something. it
fails. Second. you can preserve it for 2
years or you can preserve it for longer
than that, and we are going for the
long haul.

There are positive things here. One of
them is the help for rural areas, like
my State of Wyoming. I am very
pleased we are looking forward, in
these next 2 days. to do some positive
things. I hope we begin to talk about
the benefits that can accrue, benefits
that will accrue. rather than seeking
to worship the depressing scenario we
have been going through for the last
couple of hours.

I yield the floor.
Mr. SARBANES. Mr. President. I rise

today to join my Democratic col-
leagues in expressing deep disappoint-
ment and outrage at the way in which
those on the other side of the aisle
have chosen to handle this critical
issue.

Several weeks ago. I participated in
hearings organized by Senators KEN-
NEDY and ROCKEFELLER because it
was—and remains—my view that the
public ought to have the opportunity
to review and understand what is being
proposed by congressional Republicans
with respect to the Medicare Program.

During these hearings, we heard tes-
timony from the trustees of the Medi-
care Trust Fund. We believed it was
important to hear from the trustees in
order to give them the opportunity to
clarify any misrepresentation of their
annual report on the future solvency of
the Hospital Insurance Trust Fund and
to get their analysis of the Republican
proposal to cut $270 billion from the
Medicare Program.

What we found was that the Medicare
trustees do not even suggest that $270
billion is required to address the prob-
lems of the trust fund, In fact. the
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trustees made it very clear that $89 bil-
lion over the 7 years is all that is re-
quired to address short-term solvency
issues of the Hospital Insurance Trust
Fund. In a recent letter to Republican
leaders DOLE and GINGRICH, Secretary
Rubin specifically states, and I quote
him:

No member of Congress should vote for $270
billion in Medicarecuts believing that reduc-
tions of this size have been recommended by
the Medicare Trustees or that such reduc-
tions are needed now to prevent an imminent
funding crisis.

The amendment offered by Senator
ROCKEFELLER gets right to the heart of
this issue. Senator ROCKEFELLER'S
amendment would recommit the Medi-
care portion of the reconciliation bill
with instructions to the Finance Com-
mittee to eliminate cuts beyond the $89
billion that the Medicare actuaries cer-
tify is necessary to ensure solvency of
the trust fund through 2006.

Now. we find out that we will not be
permitted a straight up-or-down vote
on this amendment. I say to my col-
leagues on the other side of the aisle, if
you believe as you say you do, that a
$270 billion cut is needed to save the
Medicare Program, then this vote
should be simple and we should all
have the opportunity to make our posi-
tion clear on this important matter.

The effort to prevent a clear, re-
corded vote on Senator ROCKEFELLER'S
motion is even more distressing in
light of the absolute refusal of the Re-
publican leadership to hold the kind of
open, public hearings that an issue of
this magnitude requires. What they
have done is spring the legislation on
us and then immediately move to mark
it up and report it to the floor without
any chance for careful examination or
thought as to what its implications are
for our senior citizens. They try to
move it so fast that people cannot, in
effect. identify what is being done.

The best description of what they are
doing was given, in my judgment, by
the Republican political analyst, Kevin
Phillips. in a recent radio interview
where he was quoted as saying—now
this is not me talking: this is the Re-
publican political analyst Kevin Phil-
lips. And he said, and I quote him:

This revolutionary ideology driving the
new Republican Medicare proposal is all so
simple. Cut middle-class programs as much
as possible and give the money back to pri-
vate-sector business, finance and high-in-
come taxpayers. Rhetoric about the cuts
being to save Medicare is politics, not under-
lying COP motivational reality. Remember.
at the same time as the Republicans propose
to reduce Medicare spending by $270 billion
over seven years. they want to cut taxes for
corporations, investors and affluent families
by $245 billion over the same period. This is
no coincidence.

The fact of the matter is, the Repub-
lican Medicare reform proposals are
not about saving Medicare or about
protecting senior citizens. They are not
about true reform. To reform, by defi-
nition. means to make better or im-
prove by removing faults. I submit that
this entire reconciliation package is
driven by an insatiable desire to give
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further large tax benefits to very
wealthy people.

Mr. President. it would be truly irrè-
sponsible for the Congress to approve
sweeping and drastic changes to the
Medicare system without a thorough
discussion of what those proposals
mean to our Nation's health care sys-
tem, and to the people it serves. We
have not been afforded the opportunity
for such a discussion and I regret that
we will also not be afforded the oppor-
tunity to have straight up-or-down
vote on this amendment.

The PRESIDING OFFICER. Who
yields time?

Mr. FRIST. Mr. President. I yield 4
minutes to the Senator from Iowa.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President. the
amendment that has been offered by
the other side of the aisle is a state-
ment that the Members on the other
side of the aisle have lost their nerve.
They have lost their nerve to really do
something big about Medicare before it
is too late.

We all know from the President's
own people that Medicare will be bank-
rupt in the year 2002. This bill put forth
by the majority party guarantees that
Medicare will not be bankrupt by the
year 2002.

The plan that is put before us ad-
dresses only the part A trust fund. We
all admit that there is a crisis in part
A, because it is growing at a very ro-
bust clip of 8.4 percent. But their plan
does nothing to address part B. Part B
is growing, as we know, at 14.5 percent,
an unsustainable rate. So I think we
all have to question their logic, that
they raise a point about 8.4 percent
being a crisis but will forget about the
part of Medicare that is growing al-
most twice as fast, at 14.5 percent.

It is a simple fact, if we do not act
now, there will not be a system around
when baby boomers retire. The longer
we put this off, the harder it will be to
address. Just look at how difficult a
time we are having to apply a stitch in
time. The scare tactics being used now
by the Democrats, of course, will look
like Halloween compared to what we
will see if we continue to put these re-
forms off until the years 1999. 2000. 2001.
Maybe they will not even be dealing
with it in the year 2002.

Then I look at the recent discussion
from the other side of the aisle on the
provisions dealing with what is called
the BELT.

We have been fed a lot of horror sto-
ries by the other side. If I get any mes-
sage from the seniors of America. it is
this. They think the cost of medical
care is too high and they blame us, be-
cause it is a Government program. for
it being too high. They expect us to do
something about the bills. They expect
us to do something about the cost of
Medicare. This provision only makes
sure that Congress lives within its
spending targets.

Ask any senior anywhere in America
if they believe in a balanced budget.
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They will tell you that they do believe
in a balanced budget.

Ask them if they think there ought
to be some limits on what is spent on
a Government program, health care or
anyplace else, and they will say. yes.
there should be.

That provision is in the bill to guar-
antee that costs do not exceed spending
targets.

The impression was left from the de-
bate between my colleague from Iowa
and my colleague from West Virginia
that this has never happened before. It
did happen before. In 1987 there was a
reduction of 2 percent, so do not say
this is a provision that has never been
applied before. It has been applied be-
fore. Do not say that this is a system
Congress has no control over, because
the law provides for a review by Con-
gress. And if Congress wants to bite the
bullet and take action before the Presi-
dent does, we can and we should and we
will.

The PRESIDING OFFICER. Who
yields time?

Mr. FRIST. Mr. President. I yield 7
minutes to the Senator from Okla-
homa.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. Mr. President. first I
wish to compliment Senator FRIST. Dr.
FRIST from Tennessee, for his leader-
ship on this issue. I think he has
brought a great deal of experience and
expertise on the entire health care
issue. I compliment him for it.

I also wish to compliment the Sen-
ator from Colorado for this amend-
ment. The amendment that we have
basically says this reports with in-
structions back to the Finance Com-
mittee to make sure that we have a
lockbox provision to make sure all the
savings or changes that we have in part
B go into the savings in part A so it
will help make sure part A does not go
bankrupt.

Our colleagues on the other side do
not have that in their provision. but I
think it is a very good, solid provision.
It is one the Finance Committee adopt-
ed. This is kind of a second key on the
lockbox to make sure that of any of
the costs that would be incurred by
beneficiaries, that 100 percent of those
costs go directly into the solvency of
part A. I think that is an excellent
amendment. so I compliment my col-
league and I urge my colleagues to sup-
port this amendment.

Some people have alluded to the fact,
well, we do not really have a problem
with Medicare. I beg to differ. The
trustees report clearly states we do. We
have seen charts that next year under
Medicare we start paying out more
money than we take in, and that over
a 7-year period of time the trust fund is
totally used up and then they cannot
pay the bills. That is not acceptable.
That is not an alternative that is
agreeable or acceptable to anyone.

Some say the $89 billion would solve
the problem. It does not solve the prob-
lem. It does not even come close to
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solving the problem. If we take the
changes that we have proposed in the
Finance Committee, reiterated by the
amendment that we have from the Sen-
ator from Colorado. we are ensuring
the trust fund. We are saying we are
going to make some changes in part B.
as the trustees said we should, because
the part B trust fund has problems, it
is running Out of money. We take those
savings and use that to ensure the soy-
vency of part A. That makes sense.

We are going to keep part A solvent.
not just for 2 years but, really, for
more than 10 years. I think that is a
excellent step in the right direction.
What have we done in the past when we
had a problem under Medicare? In the
past we have had problems. We have
had reports from the trustees, as was;
alluded to by some of our colleagues.
that it is running out of money. What
have we done? Every time in the past
what we have done is we have increasec
payroll taxes and we have had big, big
increases in payroll taxes.

There are only two ways you can
solve the Medicare trust fund problem.
You either increase the money going
in—that is paid for by a payroll tax.
Presently we are paying 1.45 percent;
the employee pays that. The employer
matches that. So it is 2.9 percent of
payroll going to fund Medicare. That is
what we are doing today.

When we have had problems in the
past, how have we financed it? We have
financed it with a big increase in pay-
ment. in taxes. That is what the trust-
ees said we are going to have to do. We
are going to have to have big payroll
tax increases to solve the problems in
the trust fund or we are going to have
to reduce the rate of growth of expendi-
tures.

We elected not to increase taxes.
That is unheard of. Because I will tell
you something—I want to put some-
thing in the RECORD. In the past, all
Congress has ever done is increased
payroll taxes. I just ask a question,

INTENSIVE CARE—MEDICARE TAX RATES AND WAGES
SUBJECT TO TAX FOR A SELF-EMPLOYED NDWIDUAL
1966 THROUGH 1995
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CONGRESSIONAL RECORD — SENATE
does anyone know what tFe maximum
tax rate is. if someone paid maximum
taxes in Medicare in 1978. what the
total tax was for them and their em-
ployer combined? It was $177.

Do you know what the maximum tax
rate was in 1993? It rose a little bit. It
went from $177 to $3,915. And today it is
even more, because we took the cap off.
So it went from $177 to over $4,000 in a
period of 15. 17 years. There are unbe-
lievable increases in premiums, and
that is still not enough. It is an unbe-
lievable increase in taxes, and it is still
not enough.

So what did we do? We said, let us re-
duce the rate of growth in spending.
Some people said, you are cutting $270
billion. We are spending, today. $178
billion in Medicare; in the year 2002 we
are going to spend $286 billion. That is
an increase. I am going to put into the
RECORD how much Medicare spending
is increasing every year. Most people
said 6.4 percent. I have said that. Actu-
ally. it averages Out right at 7 percent.
So I will put this into the RECORD.

It is interesting. I went back to see
what the President's figures were when
he revised his budget on June 22. 1995.
what the President's figures were for
Medicare. Guess what? He proposed
changes. He uses 0MB. He uses a dif-
ferent baseline, uses different growth
rates, but the differences in outlays are
minuscule.

In 1995, he estimates we are going to
spend $4 billion less than what CBO
does. He says 174. In 1996, we estimate
we are going to spend 193 in our pro-
posal: the President says we are going
to spend 192—almost identical. In 1997.
we estimate we are going to spend $207
billion, a 7 percent increase. The Presi-
dent says we are going to spend $208
billion. In 1998, there is only $3 billion
difference. In 1999, the President said
we should spend $5 billion more.

My point being there is very little
difference in outlays estimation.
Granted, the President is using 0MB.
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he is using a rosier scenario. forecast-
ing a lower growth rate in Medicare
costs, but there is very little difference
in outlays between what the President
is estimating we are going to spend in
Medicare than what we estimate using
the Congressional Budget Office. Why
did we use the Congressional Budget
Office? Because that is what we agreed
to use. That is what the President said
he would use when he gave his State of
the Union Message. He said he was
going to use the Congressional Budget
Office. Now he is not doing it. Now he
is not doing it. But we are.

Mr. President, I am going to ask
unanimous consent to have printed in
the RECORD the Medicare spending
comparisons, both by this budget reso-
lution that we have before us and by
the President. and tell my colleagues
that over the 7 years, our plan says we
should spend $1655 trillion. and the
President, over that same period of
time, spends $1676 trillion, a minuscule
difference in the total spending over
that period of time, of $21 billion—the
difference in outlays between the
Presidents budget and our budget
granted that he uses 0MB and a rosy
scenario.

Also, Mr. President. I am going to
ask unanimous consent to have printed
in the RECORD the growth rates of the
maximum amount taxable for Medi-
care. the tax rates, and the maximum
amount paid, because it will shock our
colleagues to find Out that in 1978 we
were spending total taxes of $177. and
today the maximum tax is over $4,000.
That is still not enough. That says we
need to reduce the rate of growth in
this program, not increase taxes.

I compliment my colleagues for this
amendment.

I yield the floor.
There being no objection, the mate-

rial was ordered to be printed in the
RECORD, as follows:
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Year
Mairnum

tazab!e
amount

Contribution
rate (ps.

cent)
Amount

1994 .. no limit 2.80 unlimited
1995

Total taxes paid (1966-93)

no limit 2.90 unlimited

.. .. 22,938.70

Mr. FRIST. Mr. President, par-
liamentary inquiry. How much time re-
mains?

The PRESIDING OFFICER. The Sen-
ator has 13 minutes and 40 seconds.

Senate RecnciIiatin
Growth over 1995 .. .. ..
Percentgrowth
President II .. ......
Giowth over 1995

1995

$178
.. ...

$174

1996

$193
$16

9

$192
$13

1997

$207
$29

7

$208
$34

1998

$220
$42

6

$223
S49

1999

$234
$56

6

S239
6S

2000

$250
$72

7

$254
S0

2001

$267
$89

7

$271
$97

2002

$286
$108

7

$289
$115

7.yr total

$1,655
$411 ..

61 7.0

$1,676
$458

Percent growth ....... ........ .. 10 8 7 7 6 7 7 66 7.5

Surce CBO & 0MB: Provided by Siator Dn Nces, 10124/95.

INTENSIVE CARE—MEDICARE TAX )ATES AND WAGES
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19&6 THROUGH 1995—Continued

1966 6,600 0.35 $23.10 1980 25,00 1.05 271.95
1967 6,600 0.50 33.00 T981 .. 29.700 1.30 386.10
1968 7,800 0.60 46.80 1982 ..... 32,400 1.30 421.20
1969 .. 7.800 0.60 46.80 1983 — 35.700 1.30 464.10
1970 7,800 0.60 46.80 1984 37,800 2.60 982.80
1971 7,800 0.60 46.80 1985 39,600 2.70 1069.20
1972 9,000 0.60 54.00 1986 .... 42.000 2.90 1.21800
1973 10,800 1.00 108.00 987 .. 43,800 2.90 1,270.20
1974 13.200 0.90 118.80 988 ........_................... 45,000 2.90 1,305.00
1975 14,100 0.90 126.90 989 — 48,000 2.90 1,392.00
1976 15.300 0.90 137.70 990 .. .. ..... 51,300 2.90 1,487.70
1977 16,500 0.90 148.50 991 ........ .. .. 125,000 2.90 3,625.00
1978 17.700 1.00 177.00 992 130,200 2.90 3.77580
1979 22.900 1.05 240.45 993 .... — 135,000 2.90 3.91500
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Mr. FRIST. I yield 7 minutes to the

Senator from Wyoming.
The PRESIDING OFFICER. The Sen-

ator from Wyoming.
Mr. SIMPSON. Mr. President, I too

listened with great interest to some of
the rather vigorous debate, I believe is
the phrase. It was rather strained a
time or two, and almost a little bit
hysterical, I thought a time or two
also, just hearing snatches of it from
those on the other side of the aisle. It
would. indeed, as my good old friend
from Wyoming has indicated, make
you weary. And indeed it will.

What will make you even more weary
is to read once again, which has been
alluded to many times in this debate.
"The Status of the Social Security and
Medicare Programs in the United
States of America." this wonderful lit-
tle yellow pamphlet which has been
recommended to all Americans for
many months now. And I wish I could
put it in more earthly vernacular, and
I could ordinarily, but this forum does
limit one in that particular depend-
ency. so let us just say that Social Se-
curity is going to go broke and Medi-
care is going to go broke. So if you
want to .have another TV ad of some-
body smashing into their oatmeal with
the pitch that the Republicans are
doing something horrid, get a real pic-
ture of someone who is watching Medi-
care go broke in the year 2002. where
you do not have a "less" benefit in the
years out; you have 'no' benefit. Try
that one on.

So too even with the hard work we
have done here, be of stout heart. For
medicare will not go broke in the year
2002. It will now go broke in the year
2008. So gird your loins, cheer your-
selves, and know that the draconian
activity we have undertaken here on
our side of the aisle—and we will do it.
and we will do it by ourselves—will
save" it till then. And in a year we

will tell the American people what we
did, and they will be very pleased. This
is what we are about.

I have not heard a single rec-
ommendation from the other side of
the aisle that would do anything, and
certainly $89 billion is not going to do
anything because they did not even
talk about part B. How phony can you
get to come in and talk about you only
need $89 billion to save Medicare, and
leave off part B? How really phony can
you get when you want to know, ladies
and gentleman of America. that part B
premiums are totally voluntary, they
are not part of any Contract With
America, and they were not part of any
contract with senior citizens. In every
sense, it is an income transfer. It is a
welfare program because right now the
senior citizen who has chosen to accept
this is paying 30 percent of the pre-
mium, and the people who maintain
this magnificent building at night
when we are not here are paying 70 per-
cent of the premium. I hope somebody
will figure that one out.

So I want to watch the votes. Again,
how we are going to handle part B pre-

CONGRESSIONAL RECORD — SENATE
miums when we have this peculiar situ-
ation,, to say the least, where "Joe Six-
Pack' is paying 70 percent of the pre-
mium for somebody who is "Mr. Mega-
bucks.' If you want to get into this
business about ' the little guy." let us
get really into this one. This is about
the little guy, the guy that does not
have anything, and he or she is going
to work every day to pay 70 percent of
the premium for everybody in Medicare
part B. That is absolutely absurd.

So I am anxious that we do cast some
votes in that area. We will smoke them
out and see who really is for "the little
guy.

Then, of course, we will see a unique
and remarkable experience. We will get
there in conference. The President of
the United States has said that Medi-
care will not be allowed to go up over
7.1 percent, and we are saying we will
not let it go up over 6.4 percent.

Does anybody in America believe we
will not get there? There is not a single
person on the other side of the aisle
that does not know the President of
the United States of America has al-
ready recommended that Medicare not
be allowed to increase over 7.1 percent
and not 10.5. We all know that. I hope
the American people cut through the
babble on that one.

We all know the President of the
United States has now said we will
have a 7-year budget instead of a 10-
year budget. It is good that he is call-
ing it a 7-year budget because his 10-
year budget thing was just a thing. It
was not a budget. So we will address
that.

Now he has admitted that he went
too far in raising taxes. I saw a fellow
get beat on that once in a campaign—
two of them, in fact. Now, surely, per-
haps three.

So we are ready to go. We will go
over the cliff together. We will not get
a single vote from the other side of the
aisle. And between now and next Octo-
ber. next election season, we will de-
scribe to the American people just ex-
actly what we did, how we saved Medi-
care, how we began to get on track
again all over the United States. and
all over the world with our work. with
our debt limit, our deficit, our savings
rate with all of the things that are
critical to us, and be a solvent country.

But in the next few days. and weeks.
we will be accused of being the party
that broke all the ketchup bottles over
the heads of every child in the first
grade, threw all the bed pans out of the
nursing homes, destroyed every pos-
sible facility that shelters the home-
less, the aged. and the infirm. And be
ready for that.

And the charge may be led by the
AARP, which is a group of 33 million
Americans bound closely together by a
love of airline discounts. automobile
discounts, and insurance discounts—
one of the biggest businesses in Amer-
ica who even have a thing called 'tax
advice" for their members. And this is
a group that has paid the IRS $135 mil-
lion in back taxes. Boy. I would love to
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have them giving tax advice! They need
all the money they can to figure out
how to get back $135 million. So be
ready for it. Dig in. We are going to
have a lot of fun. And when it is all
over, we will have the votes. And when
it is really completed. the American
people are going to be very excited and
pleased months from now when they
figure it all out as to what we did and
what they on the other side of the aisle
did not do.

Mr. D'AMATO. Mr. President. will
the Senator yield for a question?

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Who yields time?
Mr. FRIST. Mr. President. I give the

Senator from Wyoming an additional 2
minutes.

Mr. D'AMATO. Mr. President, will
the Senator comment on—how much? I
think the Senator previously talked
about, how much does the AARP have
in investments?

Mr. SIMPSON. They are a ragged lot.
They are just a tattered band of raga-
muffins. They have a building down-
town here which could be described as
"the Taj Mahal." and their lease rental
there per year is $17 million—$17 mil-
lion a year on a 20-year lease. They
have $314 million in the bank in T bills.
They get $106 million a year from Pru-
dential Life Insurance, taking 3 per-
cent of every premium. They get pre-
miums and royalties from Scudder on
investments, from New York Life, from
the R.V. insurance. They are a big, big.
big business, and they also get $86 mil-
lion from the U.S.A. to run some of
their programs on top of all that.

Mr. D'AMATO. I thought it was in-
teresting that they have over $300 mil-
lion in Treasury bills that they have
invested.

Mr. SIMPSON. That is true. But they
are just struggling along. And we want
to continue to send our $8 dues to them
because my mail is running 16 to I

against the AARP, and most of it
comes from their own members who
say, "I am still going to pay the 8
bucks. but go hit 'em a lick." And I am
certainly going to be delighted to do
that.

Mr. FRIST. Mr. President, par-
liamentary inquiry. Time?

The PRESIDING OFFICER. Five
minutes remain on the Senator's side,
no time remaining on the other side.

Mr. FRIST. I would like to yield the
remaining 5 minutes to the Senator
from New York.

The PRESIDING OFFICER. The Sen-
ator from New York has the floor.

Mr. D'AMATO. Mr. President. I
thank the Senator from Tennessee. He
has done a magnificent job in attempt-
ing to combat the demagoguery that
comes from nothing but partisan poli-
tics. And I have to tell you something.
If it is not the drumbeat of the AARP,
which is bad enough, scaring seniors,
you cannot make a call into my office
because they have got these poor peo-
ple absolutely frightened. Arid I wish to
apologize to the senior citizens for all
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of the fright that they have gone
through. I think it is a shame. I think
it is a shame that maybe we have nt
done a better job of getting the mes-
sage through. I think it is a shame that
some people who call themselves cham-
pions of the underprivileged have era-
gaged in demagoguery that has hit new
heights.

Only in Washington can you spend
$110 billion more for a program. whith
we will be doing in Medicare over th
next 7 years. $110 billion more, increas-
ing expenditures at twice the rate of
inflation, and call that a cut. Only in
Washington can you be taking the av-
erage recipient who gets about $4,800 a
year in benefits and almost increasing
it by $2,000 so they will be getting
$6,700 a year and call that a cut. Only
in Washington can my colleagues on
the other side demagog it and get up
there with the big voice: Oh. we are
going to cut: we are going to kill, to•
tally negate, forget what is going to
take place and come forth with not on
constructive suggestion as it relates to
how you are going to keep Medicare
from going bankrupt.

They do not come forth and say any
thing. No, just spend it and spend it
and bankrupt us in less than 7 years.
There will not be any Medicare. Then
what happens to the seniors? What do
they say? They say you are cutting so
you can give taxes to the wealthy.
Nonsense. Mr. President, 70 percent of
any tax advantages are going to go to
working families in America: $141 bil..
lion Out of the $224 billion that will be
coming in cuts go just for the $500 per
child tax credit— $141 billion. That is
about 60 percent.

We hear yelling and screaming about
the families, when we do something for
adoption, when we do something to
take care of the marriage penalty,
when we do something to equalize and
strengthen the family and give people
IRAs. working families, middle class
families, not millionaires, not busi-
nesses, when we say, by the way, that
those people who have incomes of
$150,000 should pay for their own health
insurance. A retired person with
$150000. by gosh, should pay for it. not
working middle-class families subsidiz-
ing the wealthy.

That is what we do here. We hear
nothing but demagoguery. I cannot be-
lieve it. I wish to tell you something.
You do a great disservice to the Amer-
ican people with that kind of rhetoric.
I think we will demonstrate quite
clearly that we are the party that is re-
sponsible.

Here is the President's status of So-
cial Security and Medicare Program. a
summary. This comes Out by the Presi-
dent, his commission. Three of his Cab-
inet officials are there. And I read the
first page. It says. The Federal Hos-
pital Insurance Trust Fund will be able
to pay benefits for only about 7 years
and is severely out of financial balance
long range."

What do our friends on the other side
say about correcting that? Nothing.
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And we come forth with a program.
They have had months and months to
work with us. Do they offer any con-
structive suggestions? No. They dema-
gog the issue. They say to people, they
are going to cut your benefits. That is
not true. They say. they are going to
cut your benefits and give tax breaks
to the wealthy. That is not true. They
say, they are going to give you less.
And, indeed, we are increasing that
program again by $110 billion more.

Somehow we have to do a better job
to get the message out. But that does
not negate the negativism, the dema-
goguery. the sheer hypocrisy that
comes from the other side. I have to
tell you something. I make no apolo-
gies for branding their brand of legisla-
tive acumen in that manner because
that is what it amounts to—sheer dem-
agoguery.

Mr. President. I yield the floor.
The PRESIDING OFFICER. Who

yields time? There are 25 seconds.
Mr. DOMENICI. How much time do I

have to yield?
The PRESIDING OFFICER. The Sen-

ator has 25 seconds.
Mr. DOMENICI. Just 25 seconds. Does

anybody want 25 seconds on our side?
Does the majority leader want 25 sec-
onds?

Mr. DOLE. No. Keep counting.
Mr. DOMENICI. Let me thank Sen-

ator BROWN from Colorado for origi-
nally coming to the floor with this sec-
ond-degree amendment and helping us
out. He did a very good job. And for
those who spoke the last 2½ hours on
our side, I think we have all done a
good job.

The PRESIDING OFFICER. Time has
expired.

Mr. DOMENICI. Now, Mr. President.
I suggest the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. GORTON. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.
The PRESIDING OFFICER (Ms.

SNOWE). Without objection, it is so or-
dered.

Who yields time to the Senator from
Washington?
Mr. ABRAHAM. Madam President,

the majority leader yields to the Sen-
ator from Washington such time as he
needs off the bill.

The PRESIDING OFFICER. The Sen-
ator may proceed.

Mr. GORTON. I thank the Senator
from Michigan.

Madam President, we are at the be-
ginning of a debate over the most im-
portant piece of legislation that this
body has considered during the course
of the last decade. We have before us a
proposal which will lead the United
States to its first balanced budget in 26
years. Yes. Madam President. 26 years.

That proposal includes with it a plan
to preserve, to protect, and to

strengthen Medicare to see to it that
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the Medicare trust fund or hospital in-
surance does not go bankrupt: fairly to
distribute the costs of Medicare part B,
fees for physicians and for medical care
across the course of the population: to
provide our seniors with a greater de-
gree of choice than they have at the
present time and the selection of the
way in which they receive their health
care, one which will allow the expenses
for Medicare to increase in each and
every year during the time during
which we are balancing the budget: a
plan, a budget which will also ulti-
mately include in it genuine welfare
reform, reform of a system which has
actually made worse the very condi-
tions it was designed to alleviate in the
first place. a welfare reform which will
emphasize work, families, and hope for
the future; and finally, but not at all
incidentally, Madam President. tax re-
lief for the hard-working American
families in the middle class, those who
are working and contributing to their
society, those who are providing for
their families and for their future.

Madam President. in the almost 13
years during which I have served in
this body, we have never previously
had an opportunity to do correctly and
well any one of these things, much less
all four of them together.

It is not as though we were present-
ing one alternative vision of the future
and the opponents were presenting an-
other valid, arguable vision of the fu-
ture. We are presenting a plan, an idea.
a course of action, and the other side is
defending the status quo. They do not
wish to propose an alternative.

The President of the United States
has, in vague and general terms, pro-
posed an alternative budget. a budget
based not on projections made by our
Congressional Budget Office, the office
the President himself said should be
the common ground of all proposals on
future spending and tax policies. No.
the President's proposal is based on his
own figures, taken almost Out of thin
air, but, nonetheless, it is a proposal,
Madam President. a proposal which
was rejected by a vote of 0 to 96 in this
body earlier this week. The President's
party in this body does not propose to
follow the course of action that the
White House has outlined.

It simply proposes to vote no on all
of the changes which we have advanced
in this reconciliation bill.

But perhaps most significant. I be-
lieve, in connection with this debate is
the estimate, the projection that our
Congressional Budget Office has made
conditioned upon our adopting these
spending reforms and passing a statute
which will lead to a balanced budget
even 7 years from now in the year 2002.

The Congressional Budget Office has
said that if there is in law a realistic
and effective set of statutes, which it
and independent economists can say
with a high degree of confidence will
balance the budget even after the turn
of the century, then, in its view. the
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economy will grow sufficiently to pro-
vide an additional $170 billion in reve-
nue as a result of a growth of the econ-
omy itself and as a result of lower in-
flation and lower interest rates—$170
billion. Madam President, for the Gov-
ernment of the United States. But that
figure is not the total of the benefit to
the people of the United States: it is
only the share of the Federal Govern-
ment. The total benefit—roughly four
times that—will approach $1 trillion.

Where will the balance over that $170
billion be? It will be in the pockets of
the American people in the form of
higher wages. in the form of lower in-
terest payments on the homes that
they purchase, in the form of better
jobs because of greater opportunity
that the society will create. That is the
reward—the cautious and conservative
reward—that this country and its econ-
omy and its people can and will receive
from a balanced budget. That is an ar-
gument which has been almost totally
overlooked in this debate over specific
programs and precise benefits, tax
breaks, and the like, that simply by en-
gaging in this action we will provide
Americans with a brighter and a better
economic future.

Of course. Madam President. that
$170 billion of additional resources for
the Government of the United States
represents, itself, the overwhelming
bulk of the tax relief which is con-
tained in this proposal, and is condi-
tioned upon this proposal becoming law
in a way that will in fact balance the
budget. When you add to that the clo-
sure of various corporate loopholes. the
overwhelming majority of the tax re-
ductions have as their source either
those loophole closings or the fiscal
dividend—the $170 billion dividend we
get—simply because we will have bal-
anced the budget. And it is our firm
view that that dividend ought to be re-
turned to the American people in the
form of lower taxes and not retained by
the Government for its programs.

As I said. Madam President. we do
not have an alternate vision; we have
an alternate set of criticisms. No. we
cannot do this. No, we dare not do that.
No. we cannot reduce that program
and, above all, we do not dare reduce
taxes on the American people. That al-
ternative course of action is one which
says. essentially. that the status quo is
the best we can do: that whatever we
have done in the past, we ought to con-
tinue to do in the future; that we can
afford to ignore almost completely, but
not quite, all of the challenges and
problems of the most rapidly growing
of our major entitlements—Medicare
that we can and should continue to say
that the overwhelming bulk of the cost
of Medicare should be paid by today's
working people, even when that means
that hard-working, middle-income
Americans are paying for more than
two-thirds, almost three-quarters, of
the health expenses of wealthy. retired
Americans—millionaire retired Ameri-
cans. No. we cannot make these re-
forms. We should not make any
changes. Everything that Congress has

done in the past. all of the programs it
has passed in the past should and must
be continued.

Well. Madam President. I must say
that the choices are relatively easy
choices. With all of the difficulties and
with all the changes in direction. with
all of the groups with genuine or imag-
ined concerns. we have a plan. we have
a vision that will lead to a stronger
America. Our opponents do not. It is
time for us to move ahead. to do what
we committed ourselves to do during
the course of last year's election cam-
paigns—to pass this proposal. to settle
our differences with the House, and
then, from a position of strength. to
persuade the President to keep the
commitments that he has made at one
time or another, which, of course, in-
cluded all of these elements—a reform
in our Medicare system, a balanced
budget, changing welfare as we know
it, and a tax cut for middle-income
Americans.

Every one of these four elements in
our program is something that the
President of the United States has
promised or committed to at some
time in the past and has since, to a
greater or lesser degree, repudiated. We
want to keep our commitments; we
want to keep his commitments. The
only way we can do so is by passing
this reconciliation bill.

Madam President. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. ABRAHAM. Madam President. I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ABRAHAM. Madam President. I
yield myself such time as needed.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ABRAHAM. We have heard today
a number of arguments made on each
side relative to the topic of the tax cut
provisions in this legislation. and I
think it is important for the American
people to understand the clear distinc-
tion that exists on the two sides of the
aisle over the issue of taxes.

Today. the Republican tax cuts that
are part of this legislation have been
described as tax cuts for wealthy
Americans. They have been described
as unfair. They have been described as
unneeded. They have been described in
a variety of other ways.

I think it is important before we ana-
lyze those tax cuts and who they really
benefit, to begin by just stepping back
from today and looking at some of the
things that have transpired here in
Congress in recent years. I find it in-
teresting that the people who are on
this floor attacking the tax cut provi-
sions of this legislation are the very
same people who just in the last Con-
gress voted to raise the taxes of work-
ing Americans by $270 billion. the larg-
est tax increase in history.

Indeed. it is very simple, I think. to
differentiate between the parties and
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their positions on taxes. There is one
party, the Republican Party, that is
presenting Americans today with mid-
dle-class tax cuts: there is another
party that in the last Congress raised
taxes a record level of $270 billion.

I think that the opposition to the Re-
publican tax cuts that are proposed in
this legislation should not surprise
anyone. It is coming from the people
who already raised our taxes by a
record amount, and who would hate to
see those taxes go down at all.

The fact of the matter is. Madam
President. that taxes represent the
hard work of people in this country
who are Out playing by the rules. In my
State of Michigan they are doing the
things we need to keep our economy
strong. They are average men and
women whose income, at least in my
State. for a family is about $32,000.
They work hard for those dollars.

Some time ago in the 1950's and
1960's, those average families in Michi-
gan like my own sent $1 to Washington
for every $50 they earned: today that
average family in Michigan spends $1
in Washington for every $4 it earns.

In part, I came here to the U.S. Sen-
ate and ran for this office so that fami-
lies who are sending too many of their
dollars to Washington would get a
chance to keep more of what they earn.

We talk a lot today. and we have seen
charts in the Senate over the last few
months in which we talk about the
problems of the so-called middle-class
squeeze. the economic pressure on
hard-working average middle-class
families in our country to make ends
meet.

We are often told it is so unfortunate
today that it is now necessary often for
two people in the household to work in
order to be able to attain the same eco-
nomic conditions that used to be avail-
able to middle-class families with only
one person out there in the work force.

A lot of speculation goes on in the
U.S. Senate as to why it is: why is that
middle-class squeeze happening? Why
is it that two people have to work to
make ends meet?

A big part of the answer. Madam
President, is the taxes have gone up so
dramatically during the last 30 to 40
years in this country, and dramatically
injust the last 2 years alone.

The fact is if the average family in
Michigan was still sending $1 in Wash-
ington for every $50 it earned. the fi-
nancial security of those families
would be a lot greater today. The com-
bination of paying higher taxes and
paying higher interest rates on all the
sorts of things that people in my State
have to pay interest on, whether it is a
mortgage for a home or interest on a
car payment or interest with regard to
consumer items or interest on student
loans, if those interest rates were
lower. people in my State would be bet-
ter off as well. But they are not low.

One reason they are not low is be-
cause the Federal Government has not
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balanced its budget in the last quarter
of a century. As we run up red ink in
Washington, as the Federal Govern-
ment is forced to borrow money from
lending institutions, from individuals,
from whomever, we have driven up n-
terest rates.

The middle-class families find them-
selves in two separate ways dramati-
cally affected by the policies here in
Washington. On the one hand, it does
not get to keep as many dollars as it
earns because it has to send more dol-
lars to Washington in taxes: and then
with those fewer dollars that remain it
has to pay more in the way of interest
because Government policies have
helped to drive up interest rates, be-
cause we cannot live here in Washing-
ton within our means.

That is why in this legislation we are
trying to correct the two problems
that afflict those middle-class families.

On the one hand, we are trying to
give middle-class families the kind of
Federal Government fiscal responsibil-
ity they have to exercise in their owr
homes. What we are trying to do is w
bring about ultimately at the end of 7
years the balanced budget that h;
eluded us here in Washington for
quarter of a century.

As we bring down the deficit and as
we maintain a balanced budget. and as
we maintain a balanced budget after
the year 2002. the impact of that wilE
be a dramatic effect on middle-class
families, because as we bring down
the deficit, as we recognize in our own
CBO reports here, interest rates that
the Federal Government has to pay
will go down.

That will save money for the Federal
Government. It also will mean that in
terest rates in the private sector go
down. It means the interest that people
who are watching today and hearing all
these frightening stories, as they go
Out into the housing market, as they
go Out to buy a car for the family. as
they go Out to make other purchases
that are affected by interest rates.
they will find their interest rates. just
like the Federal Government interest
rates that they have to pay. will be
coming down, which will make items
more affordable.

That is one reason we are trying to
bring this budget into balance. At the
same time, we are trying to address the
other problem that affects average
American families, the problem of
sending too many dollars to Washing-
ton. That, of course, leads us to the
issue of our tax cut.

There have been many, many descrip-
tions of the tax cut. The tax cut was
being described before it was ever even
talked about in the Senate. before it
was addressed, before anybody put a
pen to paper to try to draft a tax cut.
It was always described the same way
it is being described today, as a tax cut
principally desired by Republicans to
be given to the wealthiest of Ameri-
cans.

I was astonished when the other day
in our Budget Committee meeting
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when we finally passed the reconcili-
ation package to the floor, to hear talk
that over half—over half—of those ben-
efits from the tax cut were going to go
to the wealthiest families in America.

That was not the tax cut I had heard
about. It was not the way I had seen it
described. I had even read the Washing-
ton Post in which the Washington Post
described the tax cut as family friend-
ly.

I went Out and asked for statistics
and I was presented with the Joint
Committee on Taxation's specific re-
sults of their analysis. Here is what I
found: In the first year of this tax cut.
90 percent of the tax cut goes to those
making under $100,000 in the first year:
77 percent of the proposal's tax cuts go
to those making under $75000 in that
first year. Less than 1 percent of the
proposal's tax cuts will go to those
making over $200000 in the first year.
Over four-fifths. 84 percent of the pro-
posals tax cuts go to those making
under $100,000 in the first 5 years. And
70 percent of the proposal's tax cuts go
to those making under $75,000 in those
first 5 years. Less than 6 percent of the
proposal's tax cuts will go to those
making over $200,000 in the first 5
years.

That is a completely different set of
statistics than the ones presented to us
at the Budget Committee. It is not the
case that over half of the tax cuts are
going to people making over $100,000,
quite the contrary.

This is a family friendly tax cut. It is
designed to address the second problem
I earlier mentioned, the problem that
middle-class families have had, the
squeeze that has been put upon them
because they have had to send too
many dollars to Washington.

I did not want to just leave it at the
Joint Tax Committee's numbers. Now,
we had competing sets of statistics so I
thought the next and most important
thing I could do would be to look at the
specific components of the tax cut to
see which of the two versions was accu-
rate. What I discovered was that, of
course, the Joint Tax Committee's ver-
sion, their statistics. are right on the
mark.

Let us tell the American people some
of the things that comprise this tax
bill.

First, it provides a $500 per child tax
credit for American families. That con-
stitutes $141 billion of the $225 billion
in tax relief under this bill, over 62 per-
cent.

Some say for some of those children.
they are part of families that make
lots of money. That may be true. But.
of course, this tax bill has been limited
in its scope. Indeed, the $500 per child
tax credit begins to be phased out, in
the case of families with a single head
of household at $75,000. in the case of a
couple at $110,000. So. unless people be-
tween $100,000 and $110,000 have a vast-
ly disproportionate number of children.
the argument that many of the tax
breaks from the family tax credit are
going to go to wealthy people, as de-
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fined by some people here in Washing-
ton. just is simply not the case. Of
course it is not the case.

Madam President. $141 billion, 62 per-
cent of the tax cut. is the family tax
credit, $500 per child, letting families
keep $500 per child to spend. to try to
make ends meet to provide those chil-
dren with a better way of life.

Another important part of our tax
credit in the family tax relief section is
an adoption credit. That accounts for
almost $2 billion of this tax cut. It is a
nonrefundable tax credit allowing for
the exclusion of up to $5,000 in adoption
costs. The credit phases Out. This is
important. It phases out between the
taxable income levels of $60,000 and
$100000 for both individuals and cou-
ples. In other words. not $1 of the adop-
tion credit, the $2 billion of tax cuts
that form the basis for that tax relief,
will go to anybody making more than
$100000. Indeed, again. it is aimed at
helping people in this country. middle-
income categories, to be able to expe-
dite the adoption of children, to pro-
vide children with loving homes and a
few of the dollars necessary to make it
possible for those adoptions to be car-
ried Out in a way that provides chil-
dren with a better chance for their fu-
ture.

The next part of it. another family-
related tax section. is $12.3 billion to
try to provide relief from the marriage
penalty that we impose under our Tax
Code. Maybe some people who make
more than $100,000 will benefit from the
elimination of the marriage penalty.
but I hardly think anybody wants to
come to the floor of the U.S. Senate
and argue we should not eliminate this
marriage penalty. It makes no sense
for us to have ever done it in the first
place.

Another part of our family tax relief
is student loan interest deduction.
That is another $1 billion. Once again,
it is limited in scope to people who
have adjusted gross incomes of between
$40,000 and $55,000 for singles and be-
tween $60,000 and $75,000 for married
couples. After that. this deduction is
not available. Again, a deduction
aimed at helping people of moderate
means to try to better and more easily
finance college educations.

On and on I went through this tax
program. What I discovered was that in
almost every section, the entire focus
has been to try to provide middle-class
families with tax relief, to try to let
people keep more of what they earned.
to try to allow families in this country
to offset some of the hardships that
come about when the Federal Govern-
ment consumes too many of their dol-
lars.

That does not mean that every part
of the bill primarily benefits people of
middle-income backgrounds. Yes, there
are sections aimed at trying to create
growth in our economy, that dispropor-
tionately benefit people and, to some
extent corporations, people of greater
means and corporations. Interestingly,
though, a very substantial percentage
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of the benefits of those pro growth tax
reductions and tax cuts go to the bene-
fit of average working families in this
country because, as we unleash the
benefits of some of these growth-ori-
ented tax cuts, what will it produce? It
will produce more jobs. better paying
jobs. As companies expand and grow.
we will hire more people, we will pro-
vide more opportunities for Americans.

Remember this, too. Madam Presi-
dent, a great number of the people who
benefit from capital gains tax cuts are
families who are selling the family
home, who are selling other capital as-
sets, who own or are part of pension
programs that invest in stocks and cor-
porations and ultimately realize cap-
ital gains.

Moreover—and I think it is impor-
tant to note—this bill does not have
simply an up side for those in these
wealthy categories or for corporations.
because we are also closing a substan-
tial number of tax loopholes. In fact.
the closing of loopholes largely offsets
the tax advantages that are provided to
corporations and upper-income individ-
uals under this bill.

In short, we are paying for most of
the benefits derived by those individ-
uals by the closing of these loopholes.
In short, once again, this tax cut bill is
designed to aid families in the middle
class above all other families in this
country.

For those reasons, I intend to come
to the floor again as may be necessary
to keep reminding our colleagues ex-
actly who the beneficiaries of this tax
cut are. It is simply, as you analyze the
data as to where the tax cuts go and
how specifically the tax cuts have been
developed, you realize once again that
the claims that our tax cut is designed
to help so-called wealthy people simply
miss the point. It is a tax bill designed
to help middle-income families to ad-
dress a problem that has been growing
in this country for the last 40 years.
the problem of the Federal Government
getting too big, consuming too many
resources, making it much more dif-
ficult for average families to make
ends meet. By balancing the budget
and thereby bringing down interest
rates, by giving families tax cuts. we
can try to help alleviate the middle
class squeeze. That is what we are try-
ing to accomplish in no small measure
with this legislation.

At this time, I yield the floor.
Mr. GRASSLEY addressed the Chair.
The PRESIDING OFFICER. Who

yields time to the Senator from Iowa?
Mr. ABRAHAM. I yield to the Sen-

ator from Iowa such time as he may
need off the bill.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Madam President,
first of all. I thank the Senator from
Michigan for an outstanding review of
all of the various profamily. progrowth
tax measures that are in this bill. This
tax bill is a memorial to the propo-
sition that we believe taxpayers
money comes to the Treasury for le-
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gitimate Government purposes, and the
expenditure for those purposes and not
one more penny should come from the
pockets of the taxpayers. When we give
this tax cut this year. we are just giv-
ing people back money that was ruth-
lessly taken from them in the last Con-
gress by the President's budget.

We give it back in the way of helping
middle-class working families who pay
the bulk of the taxes in this country.
We do it in a way that says that the
foundation of our society is families
and that we want to encourage the
family as an institution. That is why
three-quarters of the tax cuts in this
bill go to families, primarily through
the 500 per child tax credit. That is a
tax credit that is off the bottom line of
taxes otherwise owed to the Federal
Treasury.

Whereas, the Senator from Michigan
gave a very good explanation of what is
in the tax provision, I want to speak
about our efforts to balance the budg-
et. our efforts to reduce the role of
Government in our economy by reduc-
ing the size of the budget, by reducing
the percentage of the budget to the
gross national product over time,
meaning a lessening of the amount of
money that is run through the ineffi-
cient operation of the Federal budget,
because we believe that the free mar-
ket, the segment of the economy Out
there that comes from the private sec-
tor, the nonpublic part of our budget,
is the most efficient distributor of
goods and services, where the jobs are
created. where we have efficiency with-
in our economy.

Getting to a balanced budget sets a
very, very good starting point for the
reduction of interest rates. And it is
projected that interest rates will go
down 1.5 to 2 percent if we pass this
year a budget that will balance by the
year 2002. And we are gradually and re-
sponsibly reducing expenditures to get
to that point that interest rates will go
down. In fact, we started to reduce
Government expenditures with a re-
scissions bill of $14 billion for fiscal
year 1995, just completed.

By reducing interest rates, we are
setting the stage, then, for growing the
economy, for creating jobs and expand-
ing, as we must be. There is so much of
the job creation which comes from the
private sector and the small business
sector of the private sector that with
interest rates going down, it is really
going to encourage small businesses to
create more jobs. They are the engine.
Small business is the engine that
drives our economy.

Getting to this point has been about
a 10-month process. Remember, just 12
months ago there was a Republican
program called the contract that had
10 features in it that was in a sense a
national program. When normally we
have 435 different races for Congress
and campaigns for Congress, the Re-
publican Party had one national cam-
paign. And the centerpiece of that na-
tional campaign was to deliver a bal-
anced budget. Twelve months ago we
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may not have foreseen a Republican
victory the size that it was. we may
not have foreseen the people's response
to the program. but that program
called for a balanced budget.

We took control of both Houses of
Congress in January for the first time
in 40 years. In a sense, when we took
over in January we transformed our
contract into New Year's resolutions
with the American people. We said that
we are going to put this bloated Gov-
ernment on a diet. Then for the last 10
months. we have been following a re-
gime to achieve our resolution.

What happens in the Senate on
Wednesday. Thursday, and Friday of
this week, as far as delivering upon one
of the major promises of the last cam-
paign—to balance the budget. to reduce
taxes. and to reduce taxes that are paid
for by cutting spending—that is all of
that 10 months of work. Everything
that the people have been expecting
since they voted 12 months ago for a
new Congress is coming to an end on
Wednesday, Thursday. and Friday.
What decides whether or not we are
successful is if we have 50 votes to pass
this reconciliation bill, We Republicans
then have been following a regime to
achieve our resolution that we started
on last January.

The other side of the aisle. meaning
my Democratic friends, have been
carping with neither shame nor credi-
bility. They have no credible alter-
natives. Oh, the President said in June,
after 6 months of finally waking up to
what the people decided in the last
election. that he was for a balanced
budget, not in 7 years as the Repub-
licans planned but in 10 years. But
when the Congressional Budget Office.
the nonpartisan Congressional Budget
Office. looks at the President's pro-
gram to balance a budget in 10 years,
they do not find a budget balance in 10
years. They still find $200 billion defi-
cits as far as you can see into the fu-
ture.

That is no different than the Presi-
dent's program of 1993, which he claims
has reduced deficits more than in any
other 3-year period than any other
President ever had. But the point is the
President's program of 1993 still saw
beyond the year 1997 $200 billion defi-
cits as far as the eye can see. Two
years later. in June 1995. the President
says he is for a balanced budget by
2005. But when you score it the same
way we score our budgets. it is still the
same old story—unbalanced budgets as
far as you can see into the future.

Maybe I should not say the other side
has no alternative, because the Presi-
dent did say the budget ought to be
balanced. He did not send up a program
to do it. He just said that is something
that he is for. But never before was he
for a balanced budget. Then later on he
said. well. maybe it can be done in 9
years. Then I believe it was just last
week, or near to now, he said he could
agree with the Republicans, that it
ought to be done in 7 years and can be
done in 7 years.
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But for the most part, all we have

heard from the opposition is naysayers.
This diet that we Republicans want to
put the Federal bureaucracy on. the
other side has been saying no to.
naysayers. It is kind of like those little
voices that you hear in your head when
each of us say that we ought to go on
a diet, or we are going to go on a diet:.
That little voice in our head says, I
cannot do this. I cannot do this.' That
little voice says. "Let us wait until
manana." Or it says, I do not feel like
doing anything today, do it tomorrow.
Maybe tomorrow I will start, I will
start my diet." Then you hear those
little voices with millions of excuses
why you cannot go on a diet.

The Republican program is putting
the Federal bureaucracy and Federal
programs on a diet. It is being
downsized. That is the essence of our
reconciliation bill before us. The other
side, without shame or credibility, are
naysayers to this process.

Madam President, sometimes tc
achieve the best results we ought to
tune Out those little voices, not listen
to those little voices in our head who
say. "I cannot do this," or. "I will do it
tomorrow,' or any of those other mil-
lion excuses that we hear. Tune out
those little voices.

So that is why I speak to my col-
leagues, particularly my colleagues on
the other side of the aisle, because this
is a very important debate about turn
ing things around and no longer busi.
ness as usual when it comes to the fis
cal policy of the Federal Government:
because business as usual has been for
30 years, do not be concerned about a
balanced budget. Or maybe I can say
the last 10 years, be concerned about a
balanced budget, but not really doing
anything about it. That is business as
usual.

The people in the last election sent
us a clear signal that they no longer
want business as usual in Washington.
And the reconciliation bill up for de-
bate on Wednesday. Thursday, and Fri-
day for 20 hours of debate in this body.
and then hence to final passage. is our
statement of no longer business as
usual, that we are going to deliver on
the promises of the last election. For
once, Congress is going to perform ac-
cording to the rhetoric of the last cam-
paign. Our performance will be com-
mensurate with what we said in the
last election. And the essence of that is
our Government programs and our bu-
reaucracy must go on a diet.

And so during this debate then, just
tune out those little voices that say, ' I
can't do this. I can't go on a diet." Be-
cause we will. We must. And we sense
the responsibility not only because it
philosophically comports with what we
feel Government must do, but it is also
a behavioral change that comes from
the large voice of the electorate that
spoke in the last election.

This very important debate can be
summed up in just one word. That one
word is six letters. future, f-u-t-u-r-e.
This budget plans for the future: this
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budget provides for the future: and by
so doing gives our children and our
grandchildren a future, the sort of fu-
ture that we have a responsibility to
leave them. It is not a responsibility
that we judge our own. It is a respon-
sibility that we have inherited from
past generations of Americans who
have given my generation and younger
generations a great country to live in,
a better future than our ancestors had
and the generation that preceded it.

That would not be possible. Madam
President. without providing a bal-
anced budget and the secure future
that it allows. In effect, it is a nec-
essary forerunner to a guaranteed fu-
ture as we know it and better for our
younger generations.

This budget provides a positive vision
for our country's future, a future in
which we have a balanced budget that
will help increase productivity, lower
interest rates, create more jobs and,
most importantly, lessen the tax bur-
den we are placing on todays children.

Let us be clear. We talk about fiscal
policy. We talk about doing economic
good. We talk about a secure future in
materialistic terms. But this is not
just a debate about material better-
ment. It is not a debate about abstract
fiscal policy or economic issues. This is
more a moral issue than anything else.

The Republican Party simply be-
lieves it is not right for our generation
to live high on the hog and to pass the
bills on to the next generation of
young people. We are saying that fi-
nally Congress realizes that is just not
right. That is what we said in the last
election. We did not know when we said
it that people would respond positively
to it. But the voters did respond posi-
tively to it by the biggest shakeup in
Congress since the 1930 election. That
1930 election turned things around po-
litically so much in Congress and
Washington, DC. that there has not
been a change from that direction until
now.

Now. whether there was a whole new
political environment ushered in by
the election in 1994, I do not know for
sure. I suppose the 1996 and 1998 elec-
tions will answer that question for me.
But I do know this. that we got the
message of the last election. We are re-
sponding to it. And we are passing a
budget that is balanced based upon the
fact that it is immoral for us to go in
the hole. to deficit spend and not care
who pays the bill while we live good
and live well.

While we are worried about what the
1996 election or the 1998 election might
mean for securing a long-term political
change in Washington, DC. we have the
responsibility to do what the voters
asked us to do in the last election. So
this budget states that we believe
Americans know how to spend their
hard-earned dollars better than bureau-
crats as we decrease the size of Govern-
ment as a proportion of the gross na-
tional product, as we reduce the num-
ber of Government employees, as we re-
duce and eliminate deficits by the year
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2002. We show our faith in the Amer-
ican people by giving back to them $224
billion of their hard-earned tax dollars
for them to decide how to spend for
their future because we believe it will
be more efficiently spent by them than
by Government.

Finally, this budget ensures that the
future of our seniors and the baby
boomers who will soon be retiring is se-
cure because we preserve Medicare in
this budget and we ensure that it does
not go bankrupt. Republicans have of-
fered a comprehensive vision of the fu-
ture. We have kept the promise of the
last election. If we pass this resolution
in the next 2 days, we have kept our
New Year's resolution to the voters to
put Government on a diet. We have not
listened to those little voices in the
minds who say, 'I can't go on this diet.
I can't do this today. I will do it tomor-
row." We have listened to the loud
voice of the electorate.

Now, incredibly, I have heard the
President claim that the Republican
balanced budget would mortgage our
future—would mortgage our future.
Can you imagine the nerve of the
President saying the Republican bal-
anced budget will mortgage our future
when we have been mortgaging our fu-
ture for the last 30 years because it was
1969—not quite 30 years. 26 years—since
we have had a balanced budget. He did
not say that out of ignorance because
the President is a very intelligent per-
son. I do not know really why he said
it. I would like to know why. It seems
to me that it could be part of a pro-
gram to muddy the waters.

It is clear to the people what is going
on up here on the Hill because this
budget. this reconciliation bill before
us, does not mortgage the future. The
failed policies of the big spenders have
already done that. We Republicans,
with this balanced budget resolution,
are successfully ridding ourselves of
the deficit, the so-called mortgage that
is on our future, so that we can have a
bright future for our young people.

Unfortunately. the Democratic side
offers nothing for the future. It seems
the White House is happy to have a
growing deficit that continues to mort-
gage our future. The White House, by
not cooperating with Congress to bal-
ance the budget, is sending a clear mes-
sage that they want in essence to take
out a second mortgage to fund in-
creased spending instead of doing the
responsible thing of balancing the
budget.

The White House policy will have our
children and grandchildren continuing
to pay not only the first mortgage but
the second mortgage.

I guess. Mr. President. the essence is
that the other side of the aisle has no
New Year's resolution. They can only
offer working families more of the
same. They do not even want to sit
down at the table with us to negotiate.
Right after our summer recess in Au-
gust, we returned after Labor Day. the
President was invited to the Hill—not
to the Hill. wherever the President
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wants to Sit down with Republican
leadership to talk compromise, work
out differences. The President then
would have to put his wares on the
table for the whole world to see. Evi-
dently. he was not ready to do that. No
response.

October 1 comes, the end of the fiscal
year. We have to move forward. We
moved the time ahead to November the
13th. but we could not wait any longer
to fulfill the constitutional responsibil-
ities that the Congress has to provide a
budget; and implicit in our Constitu-
tion. a balanced budget, because we
have had more balanced budgets in
peacetime than we have deficits
throughout the history of our country.

Just last Thursday, the Speaker of
the House and the Senate majority
leader offered the President to sit down
and talk. No response. So we move for-
ward. I think this can be resolved. But
it cannot be resolved by the other side
having no program and at the same
time carping and criticizing what the
majority is doing. More of these same
policies are going to bankrupt Medi-
care.

This bill before us solves that prob-
lem, as. the trustees, the Democrat
trustees, asked us to do on April 2. Not
the President's proposal, it is going to
provide for more out-of-control spend-
ing, with $200 billion deficits that will
destroy our children's futures because
that is what the Presidents 10-year
balanced budget program—even though
he did not give us specifics—would pro-
vide. That is not my determination.
That is the determination of the non-
partisan Congressional Budget Office.
And you know in this proposal it is
going to still continue to give us more
taxes, more taxes, and more taxes. And
if there are not more taxes this day,
because the President may not be pro-
posing to change tax policy—he did it
with the biggest tax increase in the
history of the country in 1993—for the
young people of America it is going to
mean into the next century tax in-
creases of 80-some percent because of
irresponsible spending today.

So I think it is clear which New
Year's resolution the American people
want us to keep. It is the one of prom-
ising a future for our young people. a
future for our country, a future for the
world, as this engine of the United
States, this economic engine of the
United States, drives the rest of the
world.

We have that opportunity to fulfill
that promise for our future generations
by adopting this resolution and to
avoid being influenced by the carping
from the other side of the aisle and
from the White House that has no pro-
gram to reach the goals that we do.

I yield the floor.
Mr. EXON addressed the Chair.
The PRESIDING OFFICER (Mr.

KYL). The Senator from Nebraska.
Mr. EXON. Mr. President, I am

pleased to yield 5 minutes to the Sen-
ator from Arkansas and, following that
5 minutes, to the Senator from Ala-
bama from our time.
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The PRESIDING OFFICER. The Sen-

ator from Arkansas is recognized.
Mr. BUMPERS. Mr. President, we

have now been on this bill 6 hours—let
us see, I believe a little over 6 hours. 6
hours. 30 minutes. and we have yet to
vote. We only have 20 hours on the en-
tire bill. And my question is this: This
bill, which everybody on the other side
of the aisle is so proud of, why do you
not want to let us offer the amend-
ments and let you defend it?

That is all we want. If you are so
proud of that tax cut. let us offer an
amendment to make that tax cut re-
fundable for the people who really need
it. You call it a middle-class tax cut.
That does not even stand the giggle
test. A family with four children, mak-
ing $20,000 a year. probably pays no in-
come tax. And they do not get the $500
per child tax credit. They get nothing.
The $500 credit is only available if you
pay $500 in income tax.

Contrast that situation with this: A
man and wife with one child, and they
pay. we will say. $500 in taxes. Under
the Republican budget, they will get
that $500 back through the child tax
credit. But if you happen to have a
house full of kids, your dependent ex-
emptions will probably result in you
paying no income taxes. so you will not
be eligible for the same credit wealthi-
er families get. That is a middle-class
tax cut? We all know now that 49.5 per-
cent of the people in this country make
less than $30000 a year. What do they
get out of this middle-class tax cut?
They get a tax increase. 50 percent of
the people in this country are going to
wind up paying more.

Now, I will never forget in 1981 when
Ronald Reagan came to town on the
promise he was going to balance the
budget, and I was hot for him. I am one
of three Senators in the U.S. Senate—
I want to cleanse my skirts—who voted
for every one of President Reagan's
spending cuts, but I voted against that
massive tax cut. If everybody had
voted the way FRITZ HOLLINGS, BILL
BRADLEY and DALE BUMPERS voted, we
would have had a balanced budget. But.
no, we had to give the store away. Gen-
eral Electric made——

Mr. INHOFE. Will the Senator yield?
Mr. BUMPERS. No.
General Electric made $3.7 billion in

1983 and got a $700 million tax cut.
That was all $3 trillion ago, $3 trillion
from the promise of a balanced budget.
In only 8 years, our $1 trillion debt
went to $3 trillion. You talk about
snake oil.

So what are we doing here? Are we
going to pass an amendment that says
the tax cut cannot come out of the So-
cial Security trust fund? If you want to
balance the budget, forget the tax cut.
CBO says that without the tax cut we
can balance the budget in the year 2001,
a year earlier than under this budget.
How is the tax cut being paid for? Out
of Medicare, out of school lunches. out
of Social Security. out of student
loans, out of the earned income tax
credit. out of agricultural programs. It
does not make any difference which
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spending cut you say is the source of
the tax cut. It does not matter.

What matters is that we are giving
away $220 billion to $240 billion in taxes
that ought to go on the deficit or, at a
minimum, be placed back in those pro-
grams like school lunches and Head
Start and student loans and things
that give people at the bottom of the
ladder a fighting chance to become
somebody.

I got that chance when I went to one
of the best law schools in the country
on the GI bill, and I have been trying
to pay it back ever since by reaching
from the top of the ladder down to peo-
ple on the bottom rung and bringing
them up. because I think that makes
me better and it makes our country
stronger.

I consider this 2.000-page monstrosity
of a bill, that must weigh at least 10
pounds, I consider it one of the worst
disasters to befall this institution
called Congress. You think of it—pe-
nalizing the elderly, penalizing poor
children, penalizing the most vulner-
able among us while we give away 76
percent of the capital gains tax cut to
the wealthiest people in America.
Meanwhile, we continue to sell lands
for $100 an acre when the mineral
rights are worth thousands of dollars
an acre. So the StillWater Mining Co.
in Montana will pay $200,000 for a plot
of land worth $38 billion in platinum
and palladium. We are giving away tax-
payers' property while we penalize the
most vulnerable among us.

Thank you, Mr. President.
The PRESIDING OFFICER. The Sen-

ator from Alabama is recognized for 5
minutes.

Mr. HEFLIN. Mr. President, the Sen-
ate will soon be faced with an up-or-
down vote on proposals of mammoth
proportions. These proposals will di-
rectly affect virtually every segment of
the government and every citizen of
this country. For some, the con-
sequences will be positive. For the vast
majority, however, the consequences
will be bad—in some cases, like for the
elderly, students, and working class,
the effects will be economically dev-
astating.

While this package as written will
significantly reduce the deficit, at
least in the short term, there is consid-
erable doubt as to whether or not it
will ultimately balance the budget by
2002. Some of the savings are artificial
or even lose money despite producing
CBO-scored savings. As we all know,
future congressional action is likely to
reduce other savings currently as-
sumed by this plan. A major portion of
the projected savings in this plan come
from Medicare and Medicaid. Welfare
reform, nutrition programs, the earned
income tax credit, farm programs, and
student loans are other areas facing
enormous cuts.

I am strongly in favor of deficit re-
duction and, ultimately, the elimi-
nation of the national debt. I have long
supported a balanced budget amend-
ment to the Constitution. I supported
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the 1993 reconciliation bill which has
already led to significant reductions in
our annual deficits. But as with any
omnibus legislation of this type. there
is a right and wrong way to pursue the
same goal. Themes and patterns
emerge. Priorities and process do mat-
ter, and it appears that on balance, the
priorities in the package before us are
seriously misguided.

What our colleagues on the other side
are attempting is to place a vastly dis-
proportionate share of the pain which
will inevitable result from cuts of this
magnitude on those least able to ab-
sorb it—working people, the elderly.
students. There is a bitter flavor that
this package produces. and you do not
have to bite off and chew on its details
to taste its bitterness. Its basic ingre.
dients were listed in the blue-print th
Senate passed several months ago. but
as they have been mixed together and
as they have simmered in the context
of this reconciliation package, they
have become dramatically more bitter.

The theme throughout is to benefit
those who have already benefittec
greatly in this society. and to punish
those who are simply trying to get by
or to realize a share of the American
dream.

I have several major concerns sur-
rounding this legislation. but the most
disturbing are the cuts in Medicare and
Medicaid. The plan is to cut Medicare
growth by $270 billion over 7 years. Ir
addition to slowing the growth of
spending from 10 percent a year to
about 6.4 percent. it mandates a major
restructuring of the program to sup-
posedly give Medicare enrollees a wide
range of options to join private health
plans. I am concerned that instead of
options, however, senior citizens will
instead be faced with fewer alter-
natives, and will be forced into certain
plans because they have no choice.

It is my understanding that $89 bil-
lion in savings would rescue the Medi-
care Program, but we are considering a
bill which cuts it by $270 billion. The
proposed $270 billion of savings is vast-
ly more than is needed to preserve the
solvency of the program. Therefore, we
need honest answers as to why we are
attempting to write into law a $270 bil-
lion reduction.

The direction we are going will ulti-
mately cause senior citizens to be
charged more for health care while re-
ceiving less in Medicare. all the while
financing a tax break for those in the
upper income brackets.

A great portion of the savings in
Medicare would result by raising the
part B premium. The premiums that
our senior citizens pay would rise from
the $46.10 per month to more than $90
by the Year 2002.

I have reservations and misgivings
with regard to any Medicare reform
that threatens the access to, and qual-
ity of. health care for senior citizens.
Specifically, this bill would cut inpa-
tient hospital service, home health
care services, extended care services.
hospice care, physicians services. out-
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patient hospital services, diagnostic
tests, and other important services to
our senior citizens.

In addition to reduction in services.
the following immediate burdens would
be placed on our senior citizens: For
Fiscal Year 1996, the monthly premium
would rise to $54. Participants in the
part B program would be required to
pay the first $150 of expenses out-of-
pocket rather than the current $100 de-
ductible. This would rise by $10 annu-
ally through the year 2002. All these in
combination with the proposal to raise
the eligibility age to 67 leads me to be-
lieve that seniors are being singled Out
to bear the brunt of budget cuts.

We all realize that the Medicare Pro-
gram cannot continue functioning in-
definitely as it is now, but the cure is
certainly not the Republican plan.

Not only do these proposals cut Medi-
care, but Medicaid is being reduced by
$187 billion over the next 7 years. For
the past 30 years. the Medicaid Pro-
gram has been America's health and
long-term care safety net. The Repub-
lican proposal is to repeal Medicaid,
slash its Federal funding over the next
7 years by 20 percent. and to turn re-
maining Federal funds over to the
States in the form of a block grant. Ac-
cording to the American Health Care
Association, in 1993. 43 percent of the
cost of Medicaid payments was born by
the States. Under the block grant pro-
posal, by 2002, the state share would be
56 percent—a 13-percent increase in
just 7 short years. In a State like Ala-
bama, which is habitually faced with
budget proration, the effects of such
additional burdens will be huge and
devastating.

The National Association of Counties
strongly opposes the block granting of
Medicaid and the loss of a Federal
guarantee to benefits. In a letter sent
to my office yesterday, its executive
director, Larry E. Naake. wrote,

We do not believe that states will find
enough budgetary efflciencies without reduc-
ing eligibility . . . Individuals will Continue
to have health needs, regardless of the payor
source. That is why we have always sup-
ported the intergovernmental nature of the
Medicaid program and the assurance that
there is some minimum level of coverage
guaranteed to eligible individuals, regardless
of the state in which they reside.

The Democratic plan would reform
Medicaid, not repeal it. It would re-
strain the rate of growth in Federal
Medicaid spending in a responsible
manner. not slash spending so much
that huge cutbacks in eligibility, bene-
fits, and payments to providers are in-
evitable. It would maintain a Federal
fiscal partnership with the States for
health and long-term care, not break
the commitment to assist States and
localities in paying for care to vulner-
able Americans.

These proposed cuts in Medicare and
Medicaid funding would also have a
devastating impact on hospitals and
health care systems since providers
will take the brunt of $270 billion Medi-
care reductions. Alabama would get
l.45 billion less in Federal Medicaid
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assistance over the next 7 years. Such
a drastic cut will have a profound ef-
fect on the ability of health care pro-
viders to meet the ever-increasing
needs of the community and will also
increase costs for those with private
insurance plans. On the other hand, the
right kinds of decisions could set the
course for restructuring these pro-
grams in ways that will enable provid-
ers to deliver quality care more effi-
ciently.

These extreme cuts to Medicare also
threaten health care for millions of
people of all ages living in rural Amer-
ica. Medicare spending in rural com-
munities will be cut by $57.9 billion
over the next 7 years—a 21-percent re-
duction by 2002. Since rural hospitals
rely on Medicare for a significant pro-
portion of their revenue, they will be
particularly hard hit. Some will be
forced to close altogether. Hospitals in
rural areas are few and far between. A
hospital closing affects all rural resi-
dents in the vicinity, not just seniors
on Medicare. Under the GOP plan,
these Americans will be forced to drive
further to the nearest hospital. putting
lives at risk.

As an alternative to closing, rural
hospitals could turn to local residents
to pay more for services or to pay high-
er taxes to subsidize their hospitals.
So. taxpayers in rural America will be
forced to pay more in order to protect
access to health care as well as the
quality of their services. Seniors in
rural areas already have a limited
choice for doctors and this plan will re-
sult in fewer doctors accepting Medi-
care patients or doctors charging sen-
iors more.

Also with regard to rural America
and agriculture, there are several pro-
visions which have potential hidden
costs. The savings from the Wetlands
Reserve Program. for example, do not
continue in the years beyond 2002. CBO
anticipates that in those years. the
program would actually be more expen-
sive under this legislation than under
current law. In addition. the removal
of the requirement to purchase crop in-
surance will expose additional farmers
to losses from poor weather, floods, and
other natural disasters. In the past.
Congress has responded to such events
with supplemental appropriations for
disaster relief. The removal of the crop
insurance requirement provides budget
savings for reconciliation but under-
mines a key element of last year's crop
insurance reforms, which were in-
tended to end the temptation for Con-
gress to pass costly disaster assistance
bills. If our past experience is any
guide, the end result will be even high-
er Federal spending.

I am also deeply dismayed over the
$10.8 billion cuts in student loans, most
of which will come Out of students' and
parents' pockets through higher inter-
est payments. Each school would be re-
quired to pay a 0.85 percent fee on the
amount of Federal loans made for stu-
dents attending the school. This would
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undoubtedly be passed on to the stu-
dents in some form. It would cap the
direct lending program at 20 percent of
student loan volume. Rather than sav-
ing money, this change would only
produce paper savings as a result of
new scoring rules adopted by the ma-
jority.

Mr. President. in this Nation, we
have prided ourselves on the quality
and accessibility of our system of high-
er education. Today. through student
loans, Pell grants, work.study. and
other programs, virtually every person
who wants to attend college is able to
do so. We have made the correct deci-
sion that economic circumstances
should not prevent a bright, young
mind from being able to obtain a col-
lege degree if that is what they want to
pursue. Why on Earth would we want
to retreat from that commitment by
making higher education less acces-
sible to millions of academically quali-
fied students? The bottom line is that
to the vast majority of families who
depend on student loans to pay tuition,
slashing student loans will mean the
difference between enrolling their chil-
dren in college and not sending them.

Finally. Mr. President, I want to dis-
cuss my concerns over the changes to
the earned income tax credit, which
former President Reagan once de-
scribed this way: The EITC is the best
anti-poverty, the best pro-family, the
best job-creation measure to come Out
of Congress." Republicans in the Sen-
ate as well have supported the EITC for
many years.

The plan before us dramatically in-
creases taxes on the working poor by
scaling back the EITC that so many
Republicans have strongly supported in
the past. The plan increases taxes by
$43 billion over the next 7 years. This
means an immediate $281 average tax
increase on 17 million low-income
American taxpayers. By the year 2005.
21 percent of all families currently eli-
gible for the EITC would no longer be
eligible. While its supporters praise
hard work and self-reliance, their plan
will make life more difficult for mil-
lions working in demanding, low-pay-
ing jobs.

In 1993, when the EITC was expanded.
the Treasury Department estimated
that approximately 374.700 Alabama
families would qualify for a financial
break under the plan. Actually, almost
388,000 families ultimately qualified
under the EITC, a total of 22 percent of
the entire returns filed. If this plan is
adopted, these hundreds of thousands
of families and millions of others
across the country will see this benefit
evaporate. Approximately 17 million
low-income working Americans will
see an immediate tax increase averag-
ing $302: that tax increase will grow to
an average of $471 per year by 2005.
Treasury Secretary Robert Rubin has
stated: 'Low-income working families
will suffer if the Senate Finance Com-
mittee's cut to the earned income tax
credit becomes law, It is fundamen-
tally unwise to raise income taxes on
America's working families while high-

income taxpayers are receiving the
benefits of a tax cut."

As I stated before, this reconciliation
package's priorities are misplaced, its
effects unfair, and its assumptions du-
bious. In its current form, it will and
should be vetoed. We should and will be
forced to start over after the veto. It
would be to our benefit and the benefit
of the American people to return this
legislative bitter pill back to its con-
tainer now and come up with a plan
that is equitable and that gets the job
done the right way.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I want to

take a moment from our time, if I
might, to thank both my friend from
Alabama and my friend from Arkansas,
who preceded the Senator from Ala-
bama, for excellent remarks.

The Senator from Alabama is the
former chief justice of that State. I
have served with the distinguished
Senator from Arkansas since 1971 when
we both were elected and began service
to our States as Governors. They are
extremely talented and dedicated peo-
ple. I want to thank them for their ex-
cellent comments to try and recognize
the serious problems with this budget
bill that I addressed at some length at
the beginning of the morning, about
10:30 this morning.

To all I want to say that while I am
disappointed that we have not had a
single vote yet, I advise all that some
progress is being made, and I suspect
that in the possibly not too distant fu-
ture we may have some kind of an an-
nouncement by the majority leader and
the minority leader, or the chairman of
the Budget Committee, Senator Do-
MENICI, who is on the floor, and we can
maybe move more progressively ahead
and stop the talking and start the vot-
ing.

I thank the Chair.
Mr. INHOFE addressed the Chair.
The PRESIDING OFFICER. Does the

Senator from New Mexico yield time?
Mr. DOMENICI. Yes, are we just

open-ended on time?
The PRESIDING OFFICER. The time

is off the resolution, so the Senator can
yield time.

Mr. DOMENICI. Mr. President, how
much time does the Senator want?

Mr. INHOFE. Three minutes.
Mr. DOMENICI. I yield 3 minutes to

the junior Senator from Oklahoma.
The PRESIDING OFFICER. The Sen-

ator from Oklahoma is recognized.
Mr. INHOFE. Mr. President, I thank

the Senator from New Mexico for yield-
ing. I wanted to ask a question of the
distinguished Senator from Arkansas
when he was very eloquently express-
ing his position. He was unable to yield
to me.

What I was going to ask him is, I
heard him state several times on the
floor of this body the tax reductions
that took place under the Reagan ad-
ministration. There is a fact that has
to be stated at this time, every time
someone talks about that, and that is
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the total revenues for marginal rates
in 1980 amounted to $244 billion: in 1990.
from the marginal rates that had been
decreased, the total tax amounted to
$466 billion. In other words, we almost
doubled the revenue during that 10-
year period, and what happened during
that period, as was pointed out by the
Senator from Arkansas, is that we had
the most significant tax reductions
during that period of time. In other
words, we increased revenue by reduc-
ing taxes, and that has gotten lost in
this debate somehow.

Then another observation I had after
listening to the Senator from Arkansas
was that those same individuals who
are fighting the tax reduction that we
are proposing in this resolution are the
same ones that supported the largest
tax increase in the history of America.
as it was characterized by not a con-
ser-vative Republican, JIM INHOFE, but
by the chairman of the Senate Finance
Committee in 1993: The Clinton tax in-
crease was the largest single tax in-
crease in the history of America or the
history of public finance.

Who are the ones who voted for that?
Those individuals who voted for that
tax increase were the big spenders as
ranked by the National Taxpayers
Union, National Tax Limitation Com-
mittee and all of the other organiza-
tions that ranked big spenders in Con-
gress.

So you had the big spenders who were
for a tax increase at that time. All we
are trying to do is say, "Mr. President,
you made a mistake back in 1993 by
passing a big tax increase. We want to
repeal some of that tax increase."

So the same individuals that are op-
posing our reduction in taxes now, to
give some of the taxes back to individ-
uals in America, are the ones who were
supporting a major tax increase.

The last thing I want to mention is
that those individuals who in 1993 sup-
ported the huge tax increases, a very
large percentage of them are not
around to vote today because those
who came up for reelection during the
1994 election, when that was the major
issue in their campaign, were defeated.
We have shown that with charts on the
floor many times before.

I thank the Senator for yielding.
The PRESIDING OFFICER. Who

yields time?
Mr. EXON. Mr. President. I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The bill clerk proceeded to call the

roll.
Mr. ABRAHAM. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ABRAHAM. Mr. President, I ask
unanimous consent that the pending
ROCKEFELLER motion and the amend-
ment thereto be laid aside in the status
quo and that I may be recognized to
offer an amendment.
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The PRESIDING OFFICER. Without

objection, it is so ordered.
AMENDMENT NO. 2950

(Purpose: To provide for beneficiary
incentive programs)

Mr. ABRAHAM. Mr. President. I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Michigan [Mr. ABRAHAM]

proposes an amendment numbered 2950.
At the end of chapter 6 of title VII. insert

the following:
SEC. . BENEFICIARY INCENTIVE PROGRAMS.

(a) PROCRAM TO COLLECT INFORMATION oN
FRAUD AND ABUSE.—

(I) ESTABLISHMENT OE PROGRAM—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary of Health
and Human Services (hereinafter in this sec-
tion referred to as the Secretary ) shall es
tablish a program under which the Secretary
shall encourage individuals to report to th
Secretary information on individuals and en
titles who are engaging or who have engaged
in acts or omissions which constitute
grounds for the imposition of a sanction
under section 1128. section 1128A. or section
1128B of the Social Security Act, or who hav
otherwise engaged in fraud and abuse against
the medicare program for which there is
sanction provided under law. The program
shall discourage provision of. and not con
sider. information which is frivolous or Oth-
erwise not relevant or material to the impo-
sition of such a sanction.

(2) PAYMENT OF PORTION OE AMOUNTS COL-
LECTED.—If an individual reports informa-
tion to the Secretary under the program es-
tablished under paragraph (1) which serves as
the basis for the collection by the Secretary
or the Attorney General of any amount of at
least $100 (other than any amount paid as a
penalty under section 1 i28B of the Social Se-
curity Act). the Secretary may pay a portion
of the amount collected to the individual
(under procedures similar to those applicable
under section 7623 of the Internal Revenue
Code of 1986 to payments to individuals pro-
viding information on violations of such
Code).

(b) PROGRAM TO COLLECT INFORMATION ON
PROCRAM EFFICIENCY.—

(1) ESTABLISHMENT OE PROGRAM—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to submit to the
Secretary suggestions on methods to im-
prove the efficiency of the medicare pro-
gram.

(2) PAYMENT OF PORTION OE PROGRAM SAy-
INGS.—If an individual submits a suggestion
to the Secretary under the program estab-
lished under paragraph (1) which is adopted
by the Secretary and which results in sav-
ings to the program. the Secretary may
make a payment to the individual of such
amount as the Secretary considers appro-
priate.

Mr. ABRAHAM. Mr. President. I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOMENICI. Mr. President. I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOMENICI. Mr. President. on
our time, I know a lot of Senators are
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in their offices and are wondering what
we are doing. They have a right to
wonder. I will explain that we had an
understanding with the Democratic
leadership that we would set aside in a
status quo the previous motion to re-
commit and the amendment to it, leave
it in a status quo format, and proceed
to another amendment.

The other amendment is the amend-
ment that Senator ABR.i-lAM offered. It
is being reviewed, but I believe we
ought to proceed with it. Why are we
doing this? I think everyone knows
that, since shortly before noon, we
have been working with the Demo-
cratic leadership, and they have been
working very hard, from what I can
tell—and I truly believe that—to see if
we cannot narrow down the number of
amendments and establish some proc-
ess which will be more orderly than
just waiting until the end and having
hundreds of amendments just offered.
We are working on that, and we have
not yet reached an agreement. We have
agreed to take up the Abraham amend-
ment in the normal course. We will
take an hour, and that side can take
what time they need. This will give us
some time to further our negotiations.
which will continue in a very lively
manner.

I yield the floor.
Mr. FORD. Will the chairman of the

Budget Committee answer a question?
Mr. DOMENICI. Of course.
Mr. FORD. As I understand it, we

have a motion before the Senate and
then we have a first-degree amend-
ment. We do not have an amendment in
the second degree here: is that right?

Mr. DOMENICI. We have a motion to
recommit.

Mr. FORD. And then we have an
amendment in the first degree. We
have used up all of the time allotted.
unless we get unanimous consent on
both of those; is that correct?

Mr. DOMENICI. That is correct.
Mr. FORD. We have set both of those

aside in this agreement here, and we
have an amendment in the first degree.

Mr. DOMENICI. Which is totally sep-
arate and distinct, yes.

Mr. FORD. Now, this amendment has
2 hours. At the end of the 2-hour pe-
riod. an amendment in the second de-
gree. which would have an hour. would
be in order; is that right?

Mr. DOMENICI. Correct.
Mr. FORD. I thank the Senator.
Mr. EXON. Will the Budget Commit-

tee chairman yield for a further ques-
tion?

Mr. DOMENICI. Sure.
Mr. EXON. If I have understood what

you have said, this is a Republican
amendment. and 1 hour is allocated on
that side and 1 hour on this side. If this
side of the aisle only uses 5, 10, 15, or 20
minutes, then we would only be
charged with that on our total 10-hour
allotment: is that correct?

Mr. DOMENICI. The Senator is cor-
rect.

The PRESIDING OFFICER That is
riot correct.

Mr. DOMENICI. What would happen,
Senator, is 1 hour and 10 minutes is

October 25, 1995
charged against the bill if you use 10
minutes and we start from that point
to allot time again: if you used an hour
and we use 10 minutes. 1 hour and 10
minutes would be charged against the
total hours of the bill and we start
from that new point.

That is no different than it has been
forever.

The PRESIDING OFFICER. The time
is divided equally in that case.

Mr. DOMENICI. Thereafter, the time
is divided equally.

The PRESIDING OFFICER. The time
is allocated equally.

Mr. DOMENICI. That is a different
way of saying what I said.

Mr. FORD. Mr. President, the ques-
tion is, What happens if the Democrats
just take 10 minutes? They lose half of
50 minutes, which is 25 minutes?

The PRESIDING OFFICER. The Sen-
ator from Kentucky is correct.

Mr. FORD. So we are caught in the
dilemma here now that if the Repub-
licans take a full hour and we do not
take but say 10 minutes. then we lose
25 minutes of which they could get on
the next amendment.

It seems like there ought to be some
other way. If we did not want to use
our time or the Republican side did not
want to use their time, we could save
that for an amendment we would like.
But the rules are the rules. and I un-
derstand.

Mr. DOMENICI. Maybe I ought to
clarify it.

I think I expressed it my way but I
would rather express it this way: It has
been the rule since we had reconcili-
ation on the floor in the Senate that
whatever amount of time is used on an
amendment by both sides is charged
equally to both sides.

Is that not correct?
The PRESIDING OFFICER. The Sen-

ator is correct.
Mr. DOMENICI. I told that to the dis-

tinguished Senator yesterday. We were
discussing it. We are not changing a
thing here. The shoe is on both sides.
Sometimes it works the other way. It
has worked both ways in the times I
have managed the bills.

It will come out all right in the end.
You will have your amendments. from
what I can tell. We can use more time
this way.

Mr. EXON. If I might just add some
editorial comment here. the problem
that we have is that at 9 o'clock this
morning I was in the first meeting. We
have been meeting and talking and ad-
vising and cajoling now going on al-
most 12 hours.

The point I make is that I think it is
time we start voting. I simply say that
the delaying tactics thus far are just
cutting down the time that I think we
would like to use on this side of the
aisle on several very key, very impor-
tant amendments.

I am not saying that the amendment
being offered by the Senator from
Michigan is not an important one. It
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probably is. But compared with the
many amendments we have ready to
offer and want to vote on this side—an-
other way of saying this. I am very
much disturbed by the fact we are con-
tinuing to use up the time.

We only have a total of 20 hours to
debate the most far-reaching reconcili-
ation bill, maybe the most far-reaching
bill that has ever been presented to the
U.S. Senate, when you consider all of
its implications.

I recognize we may be playing by the
rules but the rules in this particular
instance might not be fair. I appeal
once again as one who has worked on
this all day long. I wish we could start
voting up or down on the important
amendments.

I do not believe that we should or
could under the dictates of the 20-hour
maximum limit, that we should be tak-
ing an hour on each side to debate the
amendment that is being offered by the
Senator from Michigan. It may be
something, when I know more, that I
will fully vote for.

I think time is wasting and I wanted
to make that point. I yield the floor.

Mr. DOMENICI. I just want to say I
think we have explained that we are
using the time usefully. We are using
the time usefully to try to make a bet-
ter arrangement for the rest of the bill.
We ought to be through with that soon.

Mr. ABRAHAM. Mr. President. I have
sent an amendment to the desk which
has been read.

Mr. President, the savings necessary
to rescue the Medicare program from
bankruptcy will not be found solely
through eliminating waste, fraud and
abuse. Nevertheless, I believe it is in-
cumbent upon us to diligently pursue
and root Out every vestige of ineffi-
ciency in the system.

Therefore, I am offering this amend-
ment which I think will produce addi-
tional vigilance in the ballots against
Medicare waste and fraud. This amend-
ment calls on the Secretary of Health
and Human Services to establish pro-
grams that enlist Medicare bene-
ficiaries in our efforts to eliminate
waste, fraud and abuse in the Medicare
system.

These beneficiary incentive pro-
grams, as they would be called. would
come in two forms: One program would
reward individuals who report fraudu-
lent activities; the other program
would reward individual beneficiaries
for suggestions they make which result
in greater efficiency and overall sav-
ings to the program.

The Secretary of Health and Human
Services would be responsible for set-
ting up each program and for providing
financial remuneration to those indi-
viduals reporting instances of tangible
fraud and waste.

The Senate Finance Committees rec-
onciliation package currently does not
contain a beneficiary incentive pro-
gram or provision. The amendment I
offer would include in the Senate rec-
onciliation bill language which is simi-
lar to that currently in the House pro-
posal.

It is difficult to explain to Medicare
beneficiaries why dramatic changes in
the program are necessary to keep it
from going bankrupt when many of
these same individuals have firsthand
experience with waste and fraud in the
system.

Indeed. Mr. President, in my own
State we recently had an incident
where a Congressman had a constitu-
ent come to him with an overcharging
of something in the vicinity of $400,000
that was made in error. Nevertheless,
it has been paid.

Those kind of circumstances make at
least my constituents who are part of
the Medicare Program frustrated.
angry, and especially concerned when
they hear about changes we are mak-
ing in the program. They do not want
to see usjust address the growth issues
or just the solvency issues. They also
want us to address the problems they
see every day with fraud, waste, and
abuse in the program.

That, in my judgment, has to be ad-
dressed in our bill. That is why I of-
fered this amendment.

If our efforts at Medicare reform are
to succeed we must demonstrate our
seriousness about ending these abuses.
I believe enlisting the aid of Medicare
beneficiaries. showing our resolve to
combat the problem can prove to be a
valuable asset in exposing and elimi-
nating waste and fraud from the sys-
tem.

Just to clarify, Mr. President, my
amendment authorizes the Secretary of
HHS to within 3 months establish two
separate programs, one which would
basically be called a beneficiary incen-
tive program designed to allow seniors
to report fraud. waste and so on, and if
the fraud is significant, allow the Sec-
retary to provide a financial reward to
the individual who reports it.

The second program, also designed to
allow Medicare beneficiaries to benefit
from ideas and suggestions in improv-
ing the program, would provide Medi-
care beneficiaries awards for providing
us with recommendations specifically
to the Secretary of HHS for improve-
ments to the Medicare Program by way
of promoting greater efficiency. Once
again, if the savings are significant.
the Secretary of HHS may provide a fi-
nancial award to the individual whose
recommendation was submitted.

Mr. President, we are addressing the
growth of Medicare and its expense in
many different ways in this legislation.
I think a key component in the long-
term control of those costs has to be
ferreting Out this abuse and waste.

I believe this amendment, as part of
a package of similar reform, can make
a significant impact in reducing those
kind of costs that stem from either in-
efficiencies in the program or fraud or
mismanagement in the program.

I am pleased to offer this amendment
tonight and I urge my colleagues to
support the amendment.

Mr. EXON. Mr. President, I yield 10
minutes to the Senator from Califor-
nia.

Mrs. FEINSTEIN. Mr. President, all
day I have listened attentively to both
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sides of this debate. Increasingly. I
have grown deeply saddened because I
see the polarization that is taking
place between the two sides of the
aisle. I tried to reflect on the profound
impact this bill will have on people,
specifically, the 32 million people in
the State of California.

In a sense. it is ironic that this bill is
called a "reconciliation" bill. for in re-
ality, other than in Washington-speak,
it is far from a reconciliation that we
have here on the floor today.

If one just looks at the size of the
Medicaid and Medicare cuts, one can-
not help but be staggered by what its
impact will likely be. Overall, the $450
billion cut in Medicaid and Medicare,
would affect my State of California to
the tune of $54 billion in losses during
the next 7 years. That breaks down as
$36 billion in Medicare cuts and $18 bil-
lion in Medicaid cuts. Those cuts will
have an enormous impact on the people
of California.

Let me give you an example of this
bill's harsh consequences. In Califor-
nia, 15 percent of the current Medicare
recipients are also receiving Medicaid.
That is 540,000 of the poorest seniors in
the State of California. They need Med-
icaid to meet their Medicare premiums
and copayments. Premiums are being
doubled and. under the bill, they will
not have the assistance of Medicaid.
What is, obviously, the likely result?
Without Medicaid to assist these sen-
iors meet their payments. many will
lose their benefits and be placed at
higher risk.

Further, for people suffering with
HIV/AIDS, Medicaid is the most impor-
tant program in the Nation. With these
Medicaid cuts. what happens? It puts
added stress on the public hospital, the
county hospitals. in the State.

So let's turn and look and see what is
happening to the county hospital. In
the 58 counties of my State, county
hospitals—like San Francisco General
in San Francisco or Martin Luther
King, Jr., General in Los Angeles. will
lose an estimated $150 million over the
next 7 years.

Now let's turn to the great teaching
hospitals in my State. The University
of California system is a great system,
probably the best in the world, with
five great. major teaching hospitals.
They are projected to lose $444 million
over the next 7 years.

In a letter from the university sys-
tem, they inform me that, for the first
time in history, the University of Cali-
fornia's teaching hospitals will go into
deficit.

Great teaching hospitals going into
deficit.

Public hospitals not being able to
keep up.

Medicaid cuts that will prevent the
poorest in our Nation from being able
to use Medicare.

I really had to ask myself the ques-
tion—is it really necessary to do it this
way? This is where the bill becomes, I
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must honestly say. immoral. Because
the answer to the question has to be.
no, it is not necessary.

When you add it all up. you know
that these cuts are as deep as they re
for one reason, and one reason alone—
to provide an enormous tax Cut in this
bill, while the poor get hit hard by the
changes in the earned income tax crd-
it.

I am one Democrat who supports a
cut in capital gains, but not on the
backs of poor people. It is simply not
what we are supposed to do—either
party, Republican or Democrat.

I have a basic philosophical belicf.
What Government should do is those
things that the private sector cannot
do. So Medicare and Medicaid are n
important part of that philosophy. To
take these deep cuts at this time, all t
once, without any hearings or ftU
knowledge of how these cuts will faU?

What does happen to the five greet
teaching hospitals?

When do they have a chance to give
testimony and indicate what they car
or what they cannot save? What does
happen to 540,000 seniors who depend
upon Medicaid to make their Medicare
premium and copayments? What hap-
pens to them? We have not discussed it.
Nobody knows.

What happens to the county hos.
pitals, already cut deeply. the major
providers of indigent care in many
areas across California? The DSH pay.
ments are not going to be enough.
What happens to the affected AIDSIHIV
community, more dependent on Medic-
aid than any other single program?

These are questions that deserve a
hearing. These are questions that de-
serve the wisdom of both parties sit-
ting down and working it Out.

Mr. President, I am delighted to see
the Senator from Arizona in the chair,
because we just had an example of
where we can work together. He and I
both know that the majority leader,
and you as a major author, did not
have to compromise on the Jerusalem
bill we recently considered on the
floor.

You had the votes to do it without it.
And, yet, your feeling was—and I think
correctly so—that it would be a better
bill, with less divisiveness, if we sat
down and tried to work Out our dif-
ferences. And, Mr, President, you and I
and others sat down at least twice and
we worked Out our differences and we
were able to produce a bill that got all
but five votes in this esteemed body.

I really think that is the way our
people—those people who elected us—
think that is what they elected us to
do. They didnt elect us to be so par-
tisan that we drive a divisive wedge
into two of the most important pro-
grams, Medicaid and Medicare, that
touch human lives in this country.

I will tell you honestly—God strike
me dead if it is wrong—I do not know
how the State of California is going to
cope with these cuts. They are deep,
they are wide and they are enormous
for a State that has a growing poor
population, that Is the site of 40 per-
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cent of all of the foreign bdrn, that has
more illegal immigrants in it than all
the other States, combined, and has
probably the largest number of needy
people.

We recently considered welfare re-
form on the Senate floor. I voted for
welfare reform, yet welfare reform is a
$7 billion cut to California—no ques-
tion—by any independent analyses. I
voted for it because I felt there was a
redeeming value in making the nec-
essary changes and moving off chronic
dependency.

Yet, how can I vote for this budget
bill and show up back in California
when I know the reason the cuts are so
deep is simply to give a tax cut?

Who benefits?
My husband is a merchant banker.

He deals in this kind of financial area.
He would love to have a capital gains
cut. He pays major income taxes. They
went up in 1993, just like 275,000 other
families Out of 13 million taxpayers in
the State of California.

But does he want to get a capital
gains cut under these conditions? Any-
body can call him and he will say no. It
is morally wrong. It is not right to do
it this way. And that is the gut-level
problem that I have with this bill that
so saddens me.

The Republican Party has been
known as the party that is most con-
cerned about the national debt. True,
we have a national debt of $4.9 trillion.
which has developed, largely, over the
past 25 years. But this budget bill will
add to the deficit over its 7 years.
Under this bill, the Nation's debt will
increase by about $670 billion over the
next 7 years—about $245 billion more
than if no tax cut is enacted. This is
not fiscally responsible action.

Further, I recently learned that June
O'Neill of the Congressional Budget Of-
fice reports that, if off-budget items,
such as Social Security, where not in-
corporated into the deficit calculation,
the budget would show a $105 billion
deficit in 2002 under the Republican
leadership's plan, not the balanced
budget they claim. Now is not the time
for an excessive, and misdirected, tax
cut.

The current deficit is $160 billion arid
that is too high and needs to be elimi-
nated. But the deficit has been as high
as $290 billion only a few years ago.
True, the deficit picks up in the out-
years of this decade. And true, Medic-
aid and Medicare are partially respon-
sible for it and need to be changed.

I will support changes in these pro-
grams, like an age of eligibility
change. I will support means testing of
premiums. not because I want to, but
because I believe it has to be done.

But to take the cuts this way. for the
purpose of being able to rationalize a
tax cut directing billions to the invest-
ment banker types of this country, is
absolutely wrong. It is morally wrong.

And to go back to California and tell
senior citizens, some of whom, in my
State are eating dog food—true story,
eating dog food, and using Medicaid to
pay their premiums, is something I
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cannot accept. The lower you are on
the economic ladder the more difficult
it is.

I am sure I have exceeded my time. I
apologize. I got a bit wound up. But I
think it suffices to say that I do not
know how anyone can vote for this bill
and return to their people and say.
You are not going to be hurt by it." I

know I cannot.
Several Senators addressed the

Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. I want to

thank my friend and colleague from
the State of California for a very excel-
lent statement, and, as usual, she puts
it into perspective so we can all under-
stand it. I think the personal remark
that she made with regard to her hus-
band should set the tone of understand-
ing that I think is very lacking on the
budget reconciliation document that
we have been addressing and that I ad-
dressed along similar lines this morn-
ing.

Mr. President, I would simply like to
say that, subject to their recognition
by the Chair, I yield 10 minutes. first
to the Senator from Nebraska, Senator
KERREY, and followed by that 10 min-
utes to the Senator from Arkansas,
Senator PRYOR.

The PRESIDING OFFICER. The Sen-
ator from Nebraska is recognized for 10
minutes.

Mr. KERREY. I thank the Chair.
Mr. President, several Members, Re-

publicans and Democrats, have come to
the floor and have decided to use the
bipartisan Entitlement Commission—
actually established by President Clin-
ton last year—as either the basis for
supporting the reconciliation agree-
ment or the basis for opposing it. My
opposition I must say is reluctant. I
would love to be able to join with Sen-
ator GREGG, Senator SIMPSON, and oth-
ers who participated in this effort and
understand that the severity of the
long-term problems with entitlements
is not just Medicare and Medicaid, and
other entitlements, but the big one,
Social Security. The long-term prob-
lem is not something that we can af-
ford to put off. Every year that we wait
the problem gets worse.

All of us who look at the situation of
retirement understand that the sooner
you begin to plan the less you have to
put away.

So those that say we will wait until
1997 to deal with Social Security are
not doing beneficiaries any favor. The
longer we wait the more severe the
problem is, and the more the severe the
adjustments we have to make. And we
should recognize that when you are
dealing with retirement or with health
care, if there is a requirement to save
money and accumulate reserves, as
there is with our trust funds, that you
have to do it over a prolonged period of
time.

Mr. President, the reconciliation
agreement does not solve that long-
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term problem. The appropriated ac-
counts this year are about 26 percent of
the whole budget at the end of the 7-
year period. We are seeing a decrease in
the appropriated accounts—a continu-
ation. I mean it is the most dramatic
chart that we have in the entitlement
report. I commend it to colleagues who
are interested in it. because when you
get to the back and see what Senator
DANFORTH, I, and Senator SIMPSON rec-
ommended you can see that you are
dealing with real tough choices.

So I am not objecting to making
tough choices. I am not objecting to
saying that I will cast a vote for some-
thing that might be unpopular. I am
not going to criticize the Republicans.
for example, for choosing to increase
the eligibility age. I think it has to be
increased. But what we observe is a
long-term problem. Again, when you
say long-term problem the presump-
tion is that we can wait a long time be-
fore we deal with it. You cannot be-
cause the longer you wait the more se-
rious the issue becomes.

Mr. President. I want Members to un-
derstand that there are facts here in
the Entitlement Commission report, as
well as recommendations in the Enti-
tlement Commission, that I believe
need to be considered. I regret the
President did not take those rec-
ommendations and make it a part of
his budget. I think we would be in a
different shape right now, if, in fact.
the observations of the recommenda-
tions of the Entitlement Commission
were accepted by the administration.
But they were not. But there is still bi-
partisan support for action. and a will-
ingness to risk political careers using
facts and using the truth, and hoping
the American people trust that we
have to make change.

In short, Mr. President, the goal for
us in this exercise cannot just be to
balance the budget because, if all we do
is balance the budget, we have other
problems that will still need to be ad-
dressed. r have identified a second one.

The second one is the growing cost of
entitlements as a percent of our Fed-
eral budget. With all the rhetoric on
both sides of the issue, the amount of
money that the Congress extracts from
the U.S. economy has remained rel-
atively constant over the last 50 years.
It went up during World War II. and it
went up during the Vietnam war. but it
remained roughly 19 percent of GDP. It
is unlikely that is going to change. It
is likely that is going to remain the
same even with the proposal to reduce
taxes that is in this piece of legisla-
tion. It really does not make a dent in
that. You are still going to be pulling
about 19 percent of GDP. That means
the more that we allocate for man-
dated programs the less we have: not
just for defense but for nondefense ap-
propriations accounts. It severely re-
stricts our ability to build roads. our
ability to educate our people, to do
training. and to do things that I think
Republicans and Democrats can agree
need to occur.
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So not only do we need to balance

the budget but we need to interrupt
this trend where America is moving in
a direction which our Federal Govern-
ment is moving in—a direction of be-
coming an ATM machine. Again, time
is not on our side. You may say, "Oh,
my gosh. I do not want to increase the
eligibility age because that will make
me unpopular. I do not want to deal
with Social Security because it is too
controversial." But we have to.

We have obligations on the table
right now that we cannot meet. We can
meet them over the next 5 or 6 years.
We are not going to be able to meet
them long term.

The flaw in the Republican proposal,
in my opinion, comes from the need to
satisfy a relatively small number of
people that campaigned on a promise
to reduce taxes. It is the tax cut that
makes it imperative to get more over
the short term and less over the long
term. That is why I think this thing
may have run aground. But Americans
should not suffer under the illusion
that is there is an absence of bipartisan
willingness to look at the future, and
say. We are going to change our laws
so as to change that future." Not only
should we be moving toward the bal-
anced budget. but, second. we need to
get consensus that we are going to cap
all entitlement programs at a fixed
percent of our budget—64 percent this
year. I would be thrilled to get an
agreement on 70 percent instead of the
74 percent that it is going to be in the
year 2002.

Third. Mr. President, I have strong
objections to this proposal because in-
stead of building a new safety net for a
changed economy. which I think we
need, we are saying as businesses are
downsized they become more produc-
tive. and more competitive. But as
they do it dictates that we examine our
safety net and build a different one. I
think on the top of the list, if you are
trying to rebuild a safety net, is to
change the way we establish eligibility
for health insurance in this country.
And rather than saying we are going to
just change Medicare and reform Medi-
care, we ought to be reforming Medi-
care, Medicaid, the income tax deduc-
tion, and the VA system—establishing
a simplified system of eligibility say-
ing. if you are an American and a legal
resident, you are in but you have to
participate personally in controls. We
are not going to subsidize you, if you
do not need to be. We have to, rather
than block granting for budgetary rea-
sons, have a new safety net.

If we want to remain an aggressive
market economy where our businesses
have an incentive to maintain their
productive edge. we have to have a
safety net that enables people when
they find themselves Out of work to
still know that they have health insur-
ance, and still know that they are
going to be able to pay the medical
bills.

I was down in Texas over the week-
end and discovered in the State of
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Texas. a relatively conservative State,
that 50 percent of all babies delivered
in the State of Texas are paid for by
Medicaid—Medicaid, Mr. President.
This is supposed to be a poverty pro-
gram, and it is supposed to be a mini-
mal safety net.

The reason that it is increasingly
being used by working people is that
we do not have a very good and a very
flexible program. We are saying. as
many Republicans have come to the
floor and said, there is something
wrong when I have working people
without insurance paying a 2.9 percent
payroll tax to fund health care pro-
grams for some that can afford to pay
the bills. There is something wrong
with that.

But to reconstruct the health care
safety net, we cannot just adjust the
payment system in Medicare. We can-
not just block grant Medicaid. We
ought to be saying let us re-establish a
fundamentally different way of becom-
ing eligible for health care, and then
let us make sure subsidies go to those
who need it, and make sure we provide
people with the basis as well, as both
Republicans and Democrats have
talked about, and accumulating the re-
sources to be able to pay for it.

Mr. President, if this proposal in ad-
dition to balancing the budget fixes the
cost of entitlements, instead of the Re-
publicans looking across the aisle and
saying we are in the majority, we have
looked at this Entitlement Commis-
sion report, we agree, we have to con-
trol the cost of entitlements. here is
the proposal to fix it—if the Repub-
licans had said we now come to the
table in an understanding that. as well
as the market working right now to
control the cost of health care. there
are some individuals that are not going
to be able to purchase it, that is the
basis for Republicans supporting Medi-
care.

We understand that after 65, a lot of
people cannot afford to pay the bills
because health care gets more expen-
sive. Well. if it is true for 75-year-old
people. it is also true for 25-year-old
people in the work force. We ought not
just be changing Medicare to save
money. We ought to reform our health
care system so that every single Amer-
ican knows with certainty they are
going to be covered.

If the Republican proposal did those
three things at a minimum, then I
would be standing here as a Democrat
supporting it. I would love to be able to
get to that point. I know there are
many people on the other side of the
aisle very uncomfortable with the tax
cuts. very uncomfortable in particular
with the Joint Tax Committee that has
disclosed to Americans that every sin-
gle person with a family income of
$30,000 or under is going to have a tax
increase. I know they are not com-
fortable about that and would prefer to
have it changed. I know they under-
stand that the entitlements are a prob-
lem, that we have to do more, not less,
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if we expect to have the resources to
invest in our future.

I know there is the basis to produce
a bipartisan reconciliation bill that we
could send on to the President hope-
fully for his signature.

Unfortunately. that does not appear
to be the direction we are heading. Un-
fortunately. we appear to be heading in
a direction where we are going to sort
of rigidly hold on. have a minimm
amount of debate, limit the number of
amendments offered, pass legislation
for the short term and hope the people
do not discover we left the long-term
problem in place: that we have con-
structed a safety net that is not ade-
quate for the kind of market economy
we face today and unfortunately will
have left our children, rather than
blessed in the future, still cursed by an
insufficient amount of investment.

The PRESIDING OFFICER. The Sefl-
ator's time has expired.

The Senator from Arkansas.
Mr. PRYOR. Mr. President, I thank

the Chair for recognizing me.
I am just going to speak a very few

moments on a subject that is and hs
been very near and dear to my heart
during my entire period, you might
say. in the field of public life. It relates
to nursing home standards. Mr. Pres-
dent.

The legislation that we are consider-
ing tonight in this Chamber—I do not
know how many thousands of pages.
about 2.000. I think—includes what w
might think of as just about every-
thing. that nothing was forgotten,
nothing was left out, nothing was
omitted from the budget reconciliation
bill that we are considering thi$
Wednesday evening in the Senate. But
there is something very critical left
Out of the budget reconciliation
brought to us by our friends from the
other side of the aisle. What was left
out, what is notably absent is any Fed-
eral national nursing home standards.

Mr. President, only this week, in
Time magazine, we see a remarkable
article entitled Back to the Dark
Ages.' which predicts what is going to
happen in the American nursing home
to some 2 million residents if we to-
tally do away with Federal standards.

Mr. President, it was in 1987 when the
late John Heinz, the Senator from
Pennsylvania. the former Senator from
Maine. Senator Mitchell. and many of
us joined on this side of the aisle with
our friends on the other side of the
aisle to enact for the first time Federal
standards for nursing homes.

If I might, Mr. President. I ask unan-
imous consent to place in the RECORD
this article from Time magazine.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

BACK TO ThE DAiic ACES
(By Margaret Carlson)

Anyone pondering his or her sunset years
will remember the exposé of the shocking
conditions in nursing homes circa 1970. Woe-
fully undertrained workers strapped patients
to hard-backed chairs, fed them cheap diets
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and kept them in a whimpering state of seda-
tion. There were tales of urine-soaked hos-
pital gowns and of false teeth collected at
night and thrown into a communal vessel
that patients had to fish through in the
morning. All this and more was documented
by the National Academy of Sciences in 1986.
The next year Congress passed legislation to
address decades of abuse of the elderly by
profiteering nursinghome operators.

But in the blink of an eye these days. a
carefully built construct of regulations can
be blown away without so much as a formal
hearing. As part of a crusade to curb federal
authority, and with only a simple assertion
that the regulations are burdensome, two
congressional committees have sent to the
floor for a vote this week legislation that
would repeal federal standards. There would
be no protection against patients being re-
strained. no standards on staffing or when
someone could be discharged after using up
all his or her money. Niceties like nurses
would be optional. since there is no require-
ment in the new legislation that a licensed
nurse be present. Instead there would be so-
called patient rights—to receive mail. keep
personal belongings and be free from abuse
and forced labor—rights that may duplicate.
but do not exceed, the Geneva Conventions
for prisoners of war.

Republicans justify the changes by saying
the states know best how to run nursing
homes. Of course. it was the failure of state
regulation that got the reforms passed in the
first place. It is unlikely that with $182 bil.
lion less in federal Medicaid money Over
seven years the states will embrace high-
quality care. The market solution would be
to replace that nurse's aide at $10 an hour
with an unskilled worker at $5 and to sub-
stitute thin soup and macaroni for meat and
vegetables.

In fact. it turns Out that being humane ac-
tually saves money. Catherine Hawes of the
nonprofit Research Triangle Institute esti-
mated that after the 1987 reform legislation
was passed, $2 billion was saved by 269 nurs-
ing homes from fewer emergency hospitaliza-
tions, less malnutrition, a 30% decrease in
the use of catheters and a 25% reduction in
the use of restraints. Says Sarah Burger of
the National Citizens Coalition for Nursing
Home Reform: 'Operators didn't know until
they were forced to stop doing it that the
main cause of incontinence and bedsores is
being restrained and not being able to get to
the bathroom." But wholesale budget slash-
ing will no doubt pressure some facilities to
cut corners. Senator William Cohen of
Maine, one of the few Republicans to oppose
the rollback, warns. 'If we weaken federal
enforcement. we will be sent back to the
dark days of substandard nursing homes,
with millions of elderly at risk.'

Republicans may have entered the slap-
happy phase of their revolution. killing regu-
lations simply because they can. Indeed, the
nursing-home industry has not even asked
for regulatory relief, in part because it would
allow unscrupulous operators to flourish and
bring shame on all of them. But Speaker
Gingrich is hurtling along, fearless about
sending Mom and Dad back to the future, to
the day of nursing homes that lack nurses
and feel nothing like home.

Mr. PRYOR. I shall read only one
sentence. "Indeed, the nursing home
industry has not even asked for regu-
latory relief, in part because it would
allow unscrupulous operators to flour-
ish and bring shame on all of them."

Mr. President, that is going to be ex-
actly the status of the residents who
are living today in the American nurs-
ing home.
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First. I would like, if I might, to

show our colleagues the projected
growth in the nursing home popu-
lation. Today. we have approximately 2
million residents in American nursing
homes. By the year 2003, just a few
years from now, we are going to see 4.3
million American citizens residing in
American nursing homes. In fact, most
of the people who reach the age of 65
are going to be in this category. They
are going to be living in a nursing
home.

I can only imagine. If the 2 million
nursing home residents in this country
could be surveyed or polled on how
they felt about removing all Federal
nursing home standards. it does not
take a great amount of imagination to
know what the results would be. Of
course. in overwhelming numbers, un-
doubtedly. they would vote to continue
these present Federal standards.

For example. the choice of a physi-
cian. the care and the treatment in
choosing a physician, the freedom from
chemical and physical restraints, is
this something that our colleagues on
the other side of the aisle want to re-
move? Just last week in the Senate Fi-
nance Committee. on a vote of 10 to 10,
every Democrat voted for retention of
these Federal standards. every Repub-
lican except one, Senator CHAFEE of
Rhode Island, voted to eliminate all
Federal standards in nursing homes.

What about the issue, Mr. President,
of privacy in receiving mail and com-
munications? What about the confiden-
tiality of medical records? What about
the protection from unwarranted
transfer to another nursing home or
discharge in the middle of the night
from the particular nursing home the
resident finds himself or herself in?

Mr. President, another chart indi-
cates something that I think is ex-
tremely dramatic and once again indi-
cates the real need for us to retain at
least the minimum of Federal stand-
ards for nursing homes. Look at the
characteristics of the nursing home pa-
tient or resident today: 77 percent need
help in dressing: 63 percent need help in
toileting: 91 percent need help in bath-
ing: 66 percent have a mental disorder.
And there is one more figure that did
not make it to the chart, Mr. Presi-
dent. That is that over 70 percent of
the patients today residing in Ameri-
ca's nursing homes have no relative
and no advocate Out there on a daily
basis visiting them or advocating their
cause or trying to support bringing
them a better quality of life.

Mr. President, there is also a letter
being circulated dated October 24 ad-
dressed to our colleague, Senator DOLE.
making one final plea to Senator DOLE
and all of us in this body to restore
these meaningful nursing home stand-
ards. It is signed by the American
Health Care Association, by the Amer-
ican Association of Homes and Services
for the Aging, by the Catholic Health
Association. and down the line.
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I ask unanimous consent that this

letter all of us received in the Senate
be printed in the RECORD.

There being no objection. the letter
was ordered to be printed in the
RECORD, as follows:

OCTOBER24. 1995.
DEAR SENATOR DOLE: As providers of long-

term care services, we are concerned that
the current Finance Committee proposal to
impose a block grant financing mechanism
for Medicaid fails to ensure that adequate re-
sources will be made available to meet the
needs of our nations elderly, disabled, and
infirm. We fear that the proposed annual in-
creases in federal Medicaid funding for state
programs will be insufficient to meet the
quality of care needed by residents of long-
term care facilities and subsequently reduce
access to services, Furthermore, the failure
to meet the resources needs anticipated in
future years for these services will negate
the many advances made in this area as a re-
sult of the enactment of the nursing home
reform provisions of OBRA 87.

We urge you to support the retention of
federal oversight of nursing home quality
linked to a statutory provision ensuring that
adequate financial resources are made avail-
able to meet prescribed levels of service. Al-
though this linkage can take several forms.
the current formulation which backs the
nursing home reforms of OBRA '87 to a stat-
utory direction that payors of services (both
federal and state) must ensure the payment
of adequate rates has proven a workable
mechanism and should not be repealed.

Federal nursing home reform standards,
joined with existing reimbursement stand-
ards have resulted in a steady improvement
in the quality of long-term care services.
Without such a linkage, this quality of care
can not be sustained. It is our sincere desire
to move forward with the quality of care pro-
vided in nursing homes, and recognize that
the ability to do so is dependent upon the
provision of adequate financial resources.

Sincerely.
American Health Care Association (AHCA)
American Association of Homes and Serv-

ices for the Aging (AAHA)
Catholic Health Association
lnterHealth
Horizon CMS
Clinton Village Nursing Home. Oakland,

California
Qualicare Nursing Home. Detroit, MI
Westmoreland Manor, Greensburg, PA
Services Employees International Union

(SEIU)
American Federation of State. County, and

Municipal Employees (AFSCME)
United Auto Workers (UAW)

STATEMENT OF STEWART BAINUM, JR., SuB-
MrVrED TO TUE SENATE SPECIAL COMMITrEE
ON ACtNC, OcToBE1 26, 1995

As the Chairman and Chief Executive OfTi-
cer of Manor Care. Inc.. I want to express our
strong support for retention of the Nursing
Home Reform Act of 1987 (OBRA '87). Manor
Care owns and operates 170 skilled nursing
facilities in 28 states, and provides care to
over 20.000 residents.

The OBRA '87 reforms represent the most
comprehensive revision of nursing home reg-
ulations since the inception of the Medicare
and Medicaid programs in the sixties. As I
recall, the bill was over 1000 pages long, and
addressed critical areas of care, such as resi-
dent assessment and care planning, nurse
aide training and testing. resident rights,
nurse staffing ratios, and enforcement. The
final product reflected the agreement
reached among 60 national organizations.
representing consumers, seniors, providers.

and state regulators. It was a painstaking
process that worked. In fact. OBRA might
depict one of the finest collaborative
achievements ever in the history of health
care legislation.

Manor Care proudly supported OBRA in
1987 because the legislation offered a valu-
able means of protecting and promoting the
quality of life for one of the most vulnerable
segments of our population. We must afford
nursing home residents an environment
which is safe and ensures their physical and
mental well-being. OBRA 87 has been widely
successful in accomplishing this goal.

Manor Care pledges to continue to meet
these federal quality standards because they
are reasonable, and have led to significant
improvements in the care delivered to our
residents. As a national company. we are
supportive of the uniformity and consistency
these standards provide across the states.

OBRA created a system of care delivery to
help guarantee the dignity and respect of in-
stitutionalized seniors. Do not undo the val-
uable work that has been done. We ask that
Congress support retention of the Nursing
Home Reform Act and its standards. Stated
most simply. it is the right thing to do.

Mr. PRYOR. Mr. President. these
particular standards which have been
on the books now not even for quite a
decade are already paying dividends.
For example. if we would just look at
an additional chart to see what is hap-
pening in improved resident outcomes,
the maintenance of the ADL function.
what it takes to daily exist, we see the
pre-OBRA functional status in the pur-
ple. we see the red, the post-OBRA
functional status showing a dramatic
increase in the very basic quality of
life because of these nursing home
standards.

We look, Mr. President. and see what
is happening in improved care for the
nursing home resident. 'Decreases in
Problem Areas." Physical restraints
are going down: dehydration is going
down: indwelling urinary catheters. 29
percent. going down.

What we are seeing here. Mr. Presi-
dent. are hard-won gains that we are
about to eliminate in one fell swoop
simply because this particular budget
reconciliation does not contain Federal
nursing home standards to protect the
American nursing home resident.

Finally. Mr. President. let me ask,
how would we vote in this body—when
this issue comes before the Senate. how
would we vote if we knew that Monday
our mother or our father or our son or
our daughter or even ourselves were
about to enter a nursing home and be-
come yet another statistic? How would
we vote. Mr. President?

I ask my colleagues to strongly con-
sider the opportunity, when it becomes
available, to retain these basic nursing
home standards and to continue them
as a part of the law of this land and the
basic protections that we must not
take away from these 2 million, and
going to soon be 4 million. American
citizens residing in our nursing homes.

Mr. President. I yield the floor.
Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Parliamentary in-

quiry.
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How much time is left on each side?
The PRESIDING OFFICER. The Sen-

ator from Michigan has 48½ minutes,
and the other side has 26 minutes.

Mr. ABRAHAM. Thank you, Mr.
President.

Mr. President. I yield myself such
time as I may need to make a few brief
comments with regard to my amend-
ment. Which I would like to bring us
back to for a moment.

First of all, the issue of fraud and
abuse in Medicare is a problem that
has been widely recognized by Members
of the Senate, and I would like to call
attention to several Members who have
been actively engaged in trying to fer-
ret out these problems so that we
might address them in ways such as
the amendment I am presenting here
tonight.

First. I would like to acknowledge
the efforts of Senator KYL and Senator
MCCAIN—Senator MCCAIN in particular.
Who has Worked in this area a lot, who
has separate legislation. I know, on
this topic: and his leadership on this
issue has helped to bring it to our at-
tention.

More recently. I would also like to
acknowledge, and then quote. from a
report, an ongoing. actual effort by
Senator COHEN, who is also chairman of
our Senate Special Committee on
Aging, an investigative staff report
which he conducted and which was re-
leased July 7. 1994. rt has identified
countless examples of Medicare fraud
and abuse, the kind of abuse and fraud
that. hopefully, this amendment which
I have presented tonight can address.

Without going into all the details at
this time—although I may from time
to time during the debate mention spe-
cific cases—let me just focus on an
area that was just touched on by the
Senator from Arkansas: namely, the
area of nursing homes.

The investigative report revealed a
considerable number of cases involving
direct targeting of nursing home pa-
tients in which both the industries that
supply products and services to the
homes and the owners and administra-
tors of the homes are involved in fraud-
ulent and abusive practices.

Nursing home owners have been convicted
of charging personal luxury items like swim-
ming pools to Medicaid cost reports. HCFA.
the HHS [inspector general's officej. and the
Minority committee staff are continuing to
investigate nursing homes *
as was the case at the time this report
Was revealed.

Let me cite two specific cases.
A Minnesota speech therapist submitted

false claims to Medicare for services pro-
vided to nursing home residents. The thera-
pist also received Medicaid payments for
speech therapy he never actually per-
formed—and the investigation revealed that
he had been paid for services "rendered to
patients" several days after they had died.
He was also observed using flash cards with
a blind resident, and then billing for reim-
bursement.

Another case:
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The owner of a Pennsylvania rehabilita-

tion service was indicted for allegedly oper-
ating a scheme to defraud Medicare by sub-
mitting false claims for speech therapy pro-
vided to patients in nursing homes. The
owner allegedly told speech therapists to re-
cruit Medicare clients even though he knew
their therapy would not be covered under
Medicare.

Before submitting the paperwork for rehri-
bursement, the speech therapists would re-
write their patient reports so that they
would appear to be medically necessary je-
habilitation services. The employees then l-
legedly falsified bills submitted to Medicare.
including certifications by doctors that pa-
tients needed continued speech therapy. arid
also falsified patients' medical records.

Mr. President, we can talk about the
different problems in the nursing home
issue, one many of us are concerned
about. One of the reasons this amend-
ment which I have offered tonight s
before us is because it helps to address
some of the problems that do go on in
nursing homes.

I will cite other examples in other
contexts in which Medicare fraud is
running up the costs of Medicare, costs
that we should address through this
amendment that I am offering, as well
as some of the other items included ii
the reconciliation bill before us.

At this time, Mr. President. I would
like to yield 10 minutes of our remain
ing time to the Senator from Ohio.

Mr. DEWINE addressed the Chair.
The PRESIDING OFFICER, The Sen

ator from Ohio.
Mr. DEWINE. Let me thank my col-.

league from Michigan for yielding time
and say that I rise in strong support of
the Abraham amendment.

My friend from Michigan said a mo-
ment ago that he has many examples
of constituents who have had firsthand
experiences. My guess is that there is
not a Member of this body who could
not say the same thing. As I travel the
State of Ohio. I talk to people about
the Medicare issue and what we need to
do. the steps that we will have to take
to preserve and protect and strengthen
Medicare. And people will always talk
to me about the fraud. talk to me
about abuse. Many times I travel the
State. And they have specific exam-
ples. I suspect that every single Mem-
ber of this body could say the same
thing.

I have had my staff go through some
of the letters that we have received.
Here are just a few of them, people who
have written to us. people who I have
talked to personally, who have de-
scribed specific incidents that they be-
lieve constitute fraud.

I think my colleague from Michigan
is right on point, because I think one of
the things that we have to do is to en-
list the publics help in this effort to
deal with the fraud and abuse. It has
been my experience. Mr. President.
that the American people are generally
right. And in this particular case, the
American people. the people who are on
Medicare. the children of people who
are on Medicare who have been in-
volved in maybe paying the bills or
overseeing some of the finances, they
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are not wrong. They are right. There is
fraud. There is abuse. There are things
that need to be done.

So I would like to congratulate my
colleague from Michigan and give him
my full support for this particular
amendment.

Mr. President. the reconciliation bill
that we are debating tonight and will
be debating tomorrow, probably also
into Friday, has great historic signifi-
cance. It has many different parts to it,
as has already been pointed out to-
night.

One of the provisions in this bill that
my colleague from Michigan men-
tioned several hours ago when he was
on the floor I would also like to briefly
comment about, and that has to do
with the tax credit, the $500 tax credit
for those couples, those families. who
have children. There has been a lot of
talk about what this might do to help
stimulate the economy. a lot of talk
about what impact this has on this par-
ticular bill.

But I think the main reason. Mr.
President, for having this provision,
and why so many of us on this floor to-
night insisted that this provision be in
the bill. is because it is a question of
fairness, it is a question of equity.

If we look at the tax burden that our
Government has placed on working
men and women and on their families,
what we find is that that burden has
really impacted how people live their
lives today. Let me give you a statis-
tic. If you took a family with four chil-
dren in 1960 and compared them with a
family of four children in 1995. what
you find when you strip away inflation
is that the tax burden on that family
has gone up in real dollars 220 per-
cent—220 percent. So each one of us has
constituents back in our home States
who are working second jobs, or third
jobs or where the spouse has taken a
second job or maybe taken a first job.
who would not do that but for the fact
that this tax burden has been imposed
on them.

And so you have one of the spouses
working one job full-time just to pay
the taxes, just to keep the family
standard of living where they believe it
should be and to help educate their
children. That is the perverse impact
that the Tax Code has had on families,
and the fact that the Tax Code has not.
over the years since 1960. for example.
kept up in any way. shape or form with
inflation.

What this $500 tax credit does is helps
to rectify that injustice and bring some
equity to the tax system.

Mr. President, another major provi-
sion of this bill that we have in front of
us has to do with welfare. I believe that
this bill is an essential step toward cre-
ating jobs and opportunity for the
American people. and I believe that the
welfare provision goes a long way in
doing that.

This particular provision encourages
the culture of work instead of the cul-
ture of welfare. In the case of the wel-
fare provision, again. there has been a
lot of talk about dollars and cents, and
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those certainly are important. In the
long run. I think this provision is going
to save money. but that is really not
the main reason it is in this bill.

It is really not the most significant
thing about this welfare provision, be-
cause in this bill, we are changing the
culture. In this bill, we are turning our
back on the last 30 years where what
we really have been doing in this soci-
ety—it has been unintended—but what
we really have been doing is keeping
people alive. We have been feeding peo-
ple. we have been keeping them on wel-
fare.

I guess we have done a pretty good
job in that respect. But what we really
should be doing is what we are doing
with this bill. and that is, moving from
a system of welfare, whose goal is to
maintain people. to a system of welfare
whose goal is to help people realize the
American dream, to help them get
themselves off welfare so they can fully
participate in the great American
dream.

Let me briefly discuss. if I can, Mr.
President, how this bill does this. This
bill promotes work. not welfare. It pro-
poses radical change based on the prin-
ciple that the only way to succeed in
reforming welfare is to get welfare out
of Washington. DC. We are only going
to change welfare when we turn the
power back to the local communities.
we turn the money back to the local
communities. Washington, DC. has
demonstrated for decades that it can-
not reform welfare.

The innovation that has occurred in
the welfare area in the attempt to get
people to work has not occurred over
the last few years in Washington.
Where you see the innovation is in the
50 States. The States have truly be-
come the laboratories of democracy.
And so what we have seen in the last
few years is Governors and State legis-
latures who have had to petition Wash-
ington. have had to come hat in hand
to Washington and deal with some
unelected bureaucrat to ask permission
to be bold and innovative and to try a
new program back in their home State.

What we are saying with this bill is
enough is enough. we trust the States.
That is where the innovation has been.
That is where the changes are going to
be made. Let us get the money out of
Washington. get the power out of
Washington.

Real change is only going to come,
Mr. President. at the State level. And
so the thrust of this bill is, as I said. to
get the power and the money and the
decisions out of Washington, DC.

It will take the States time to fix
this broken system. I think we have to
be very realistic about this, Welfare
did not become a wreck overnight, and
it is not going to be fixed overnight. In
fact. it will not get fixed at all if the
power course stays here at the Federal
level.

The welfare provisions contained in
this bill will help accomplish this his-
toric transfer of power away from
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Washington. It will transfer welfare re-
sponsibility to the States in the form
of block grants.

The bill would also establish a tough
new uniform work requirement for wel-
fare. Next year, under this legislation.
to continue receiving block grant
money. States will have to make sure
that at least 25 percent of the people on
welfare are working in return for the
benefits that they receive.

I ask for 3 additional minutes.
Mr. ABRAHAM. Mr. President. I

yield 3 minutes to the Senator from
Ohio.

The PRESIDING OFFICER. The Sen-
ator from Ohio is recognized.

Mr. DEWINE. Mr. President, that per-
centage will continue to rise every
year, and by the year 2000 at least 50
percent of those receiving welfare will
have to work.

The only long-term solution to wel-
fare is work. This reconciliation bill
recognizes this basic commonsense
fact.

I am especially pleased by some of
the improvements we were able to
make during floor consideration of the
bill. We established, when we were de-
bating the welfare bill, a rainy-day
fund to help cover economic emer-
gencies. creating a grant fund of Fed-
eral money that will help tide States
over in the event of a recession.

We also made it easier to track dead-
beat parents. We know that we could
reduce the welfare rolls by up to two-
thirds if deadbeat parents would just
pay their child support. Years ago, I
was a prosecutor in Greene County,
Ohio, and I learned then firsthand how
difficult it can be to track down these
deadbeat parents. You get banking in-
formation about them on a yearly
basis, you find out their assets, find
out their location, just in time to dis-
cover they vanished once again.

This bill would provide this vital
tracking information on a quarterly
basis, once every 3 months, not once a
year. It will be a big plus for our efforts
to track down the deadbeats and, thus,
reduce welfare costs and, perhaps most
important of all, we will give States
credit for helping people avoid falling
into the welfare trap.

We have found that helping people
before they get on welfare through job
training, job search assistance, and
similar measures is a cheaper and more
effective way to help them than simply
waiting for them to fall off the eco-
nomic cliff and become full-fledged
welfare clients.

In conclusion, Mr. President. I
strongly support the idea that we have
to make welfare recipients work, but
we need to make sure that meeting the
work requirement does not become an
end in and of itself. The goal, after all.
is to help people avoid getting caught
in the welfare trap in the first place.
This bill gives States credit toward the
work requirements for the efforts they
make to help people stay off welfare. It
will help keep States focused on the
real problem: Making sure fewer and
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fewer people need welfare in the first
place.

With these changes and the underly-
ing idea of promoting work and getting
welfare out of Washington. the Senate
welfare reform package is a major step
toward breaking the cycle of welfare
dependency once and for all.

The PRESIDING OFFICER. The Sen-
ators time has expired.

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President, I

yield 10 minutes to the Senator from
Tennessee.

Mr. THOMPSON. Does the Senator
from North Dakota wish to go next?

Mr. DORGAN. How much time re-
mains on each side?

The PRESIDING OFFICER. There
are 26 minutes on the minority side
and 30 minutes on the majority side.

Mr. DORGAN. I defer to the Senator
from Tennessee.

Mr. THOMPSON. Mr. President, I
thank the Senator from Michigan. I
also am strongly in support of his
amendment. I think, as he says, elimi-
nating fraud and abuse from the Medi-
care system certainly is not, in and of
itself, going to cure the problem we are
faced with, But it has to be part of the
package and it represents doing some-
thing. I applaud his efforts in that re-
gard. I also applaud the comments just
made by the distinguished Senator
from Ohio and his comments about the
welfare portion of the reconciliation
package.

Mr. President, I speak from a little
bit different perspective than many of
those who have spoken on the rec-
onciliation package. I am a new Mem-
ber to this body. I have not run for
elected office before. I ran for the U.S.
Senate. I decided to run for this body
because I felt—as I think a lot of other
people in this country feel today—that
our country is at a crossroads, that our
chickens have come home to roost, and
it is time to make some strong deci-
sions. and they are going to have to be
made by people of courage and convic-
tion. I felt that I could play a small
part in making the difference, in help-
ing make that happen.

It is all coming down now to these
last few days, and that opportunity is
going to be given to me, and it is going
to be given to everybody in this body.
Everything we have done in the last 10
days has led up to this time, has led up
to this day of judgment. This is a day
of judgment for ourselves as individ-
uals. Some would say it is for our
party, but it is more importantly for us
as a body and us as a nation. I think
those difficult choices have to be made,

We are talking essentially here about
change. Mr. President—change from
the way that we have done things in
the past. Change is always somewhat
painful. Change is never easy. but
change we must have,

There are legitimate issues to be de-
bated and discussed, without question.
I think it is quite clear that there are
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basically two different philosophies in
this Chamber, as we approach these is-
sues and problems. One believes that
the Government. by growing larger and
spending more money, can solve these
problems, in the face of all the evi-
dence to the contrary. We. on the other
hand. believe that Government ought
to do those things that Government
does best, that we should shrink the
size of the influence of the Federal
Government on peoples lives, give
more power back to the States, back to
the localities. and leave more dollars
in the pockets of people who earn those
dollars. It is a pretty simple propo-
sitiOn.

But there are legitimate issues.
There is a legitimate issue as to how
far we should go with regard to Medi-
care. Should we apply a Band-Aid?
Sometimes a Band-Aid can work per-
fectly well for short periods of time.
But the question is whether or not we
should apply that Band-Aid or do some-
thing more serious for the future. Al-
though, surely, we agree that some-
thing must be done.

There is legitimate debate as to what
extent we should keep centralized here,
control of the welfare program. or to
what extent we should give those re-
sponsibilities back, closer to where the
problem is. Although, surely, there can
be no debate that we indeed have a
failed welfare system and that some-
thing must be done.

There is even a legitimate debate
with regard to a balanced budget. A
while back, some were thinking maybe
we did not really need one. Apparently.
now we are all in agreement. We can
debate those priorities. but. surely. we
are all in agreement that we cannot
continue down the road we are travel-
ing on now, and that the next genera-
tion does not deserve it.

We can debate tax cuts. We can de-
bate the effects of those tax cuts. But,
apparently, we even agree across party
lines and with the White House with
regard to the need for tax cuts—the
President having acknowledged that
tax cuts are indeed needed.

So these are legitimate items of de-
bate, and I have been looking forward
to a discussion of those issues. We are
in the midst of it now. I think the dis-
cussion tonight has been good. I must
say that. throughout the day. it has
not always reached a level that I would
like to see reached in this Chamber. We
have seen some mean-spiritedness, and
we have seen some calls to fear. We
have seen appeals to envy and appeals
to greed. One Member, today. sug-
gested that those who espouse our phi-
losophy should be ashamed of our-
selves. Another Member today, on the
other side, said that apparently the
only elderly people we know are those
who live in Beverly Hills, which would
come as a real shock to my mama in
Franklin. TN. But that was said today.
It has been implied that those on the
other side of the aisle are the only ones
who have any concern, any care. any
compassion because, indeed, they are
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the ones who are willing to send Out
more dollars from Washington to solve
those problems, as they have solved
them in times past.

Mr. President, it has come now to a
time where we must put partisanship
aside. We can have legitimate debate
on legitimate issues. I think the time
is well past when we should be attack-
ing other people's motivations as we
reach to solve these problems, becau;e
some of us must take note of the fact
that some of the ones arguing and
screaming so loudly about these
changes being made have been here for
some time and have witnessed this lee-
islation that has come out of this body
and the other body, which has contrib-
uted to the problem over the last 40
years—much more than it has contrib-
uted to the solution, it has contributed
to the policy of neglect and one that
has: in every respect, failed. It has op-
erated under false assumptions and
false policies that must now be cor-
rected. It is on our watch now—those
who are coming in and who have beefl
here a while. It is on our watch now,
and we have to do something about
what has been going on here for the
last 40 years.

We have a lot of talk about the blame
and partisanship on this side of the
aisle and the other side of the aisle.
suggest that there is enough blame to
go around. Mr. President. But we are
now cleaning up after the act of the
last few decades that was based on the
proposition that we can eradicate wel-
fare in this country. that we can eradi-
cate poverty by spending more dollars
on it. We spent $5 trillion and got
about the same level of poverty, along
with a lot of other socially undesirable
results, which we surely must all agree
on.

In 1965. the Ways and Means Commit-
tee estimated that the hospital insur-
ance part A Medicare would cost $9 bil-
lion to finance by 1990. In 1990. hospital
insurance actually cost $67 billion.
That is quite a bit of disparity. even by
congressional standards. Medicaid was
intended to cost a billion dollars annu-
ally. Expenditures ballooned to $76 bil-
lion in 1992. In 1995. it went to $89 bil-
lion. That is just the Federal Govern-
ment part alone. The States contrib-
uted $67 billion, in addition to that.
False assumptions, which led to bad
policies, which basically said, let us
put this down and get to the next elec-
tion and get an issue for the next elec-
tion and on down as far as we can carry
it. election after election, and let
somebody else take care of the con-
sequences. Well, we are now taking
care of the consequences, we are taking
care of those estimates that turned Out
to be so wrong.

What has that wrought7 It is cer-
tainly more than an academic exercise.
It has wrought a Medicare trust fund
that is virtually bankrupt. a welfare
system that is morally bankrupt: it
has wrought a fiscal situation that is
going to bankrupt the next generation
if we do not do something about it. It
has led us to a point where we have the
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lowest savings rate in the industri-
alized world. We have one of the lowest
investment rates. We have a growth
rate now that is about half of what it
should be. about half of what it nor-
mally is coming Out of a recession.
That has resulted in leaving a legacy
to those who come after us in a few
short years of even higher and higher
payroll taxes, of even higher interest
rates, of not being able to compete in
the international marketplace, and de-
pending more and more on foreign dol-
lars to subsidize our debt. That is what
these miscalculations have wrought.

Yet, from everybody in this body. on
both sides of the aisle, all you hear
talk about is the 'working person," or
the 'working family." Everybody is
looking Out for the working family. Ev-
erybody is taking care of those work-
ers. and talking about the people in the
upper income levels as if they were
born that way and none of them ever
worked. We know who we are talking
about.

What have we done for the working
family? Those are the folks who put me
where I am standing here today. Those
are the folks that elected most of us in
this body. We ought to be looking out
for them, But have we been doing that?
Do our actions belie the words "look-
ing Out for the working family"? We
have seen income levels stagnate. and
in looking Out for the working family
we have seen among young working
people actually income levels decline
in this country.

Among working people, we have seen
greater and greater tax burdens laid
upon them, up to 220 percent. The Sen-
ator from Ohio a minute ago was ex-
actly right. The very people who bene-
fit from this $500-per-child tax credit—
that is what we have been doing for the
working family. I can hear working
folks all across America saying,
Please don't help us out anymore. We

can't stand it."
What is the solution to all of this?

We have seen the President's first
budget which gave $200 billion deficits
as far as the eye could see. Nobody
took it seriously, and it did not get one
vote in this Chamber.

We saw the President's second so-
called budget that created $245 billion
out of thin air by changing some as-
sumptions. Nobody is taking that seri-
ously either, Apparently it did not get
one vote in this Chamber.

Apparently, the idea is not to come
forth with any constructive idea at all,
not to help contribute to the solution,
but lay the wood on those who are try-
ing to solve the problem, and to keep
on taxing and keep on spending.

With regard to the Medicare solution.
my friends on the other side are cor-
rect in claiming that their $90 billion
solution would keep the Medicare trust
fund solvent until 2006. but in 2010, the
last year the Republicans would keep
the trust fund in the black. the Demo-
crats would leave it in the red,

That date is important. because 2010
is the year the human wave of baby
boomers really hits—those baby boom-
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er retirees, Everyone acknowledges
that further changes in Medicare will
undoubtedly need to be made at that
time. It is a different situation en-
tirely. To meet it on an equilibrium is
what we are trying to do, or not to
meet it already $300 billion in arrears.

My time is running out. I want to ad-
dress the tax component that we have
heard so much about. The claim, of
course, that the problem here really is
that we want tax cuts for those who do
not need them, and, therefore. the Med-
icare problem would not be as big, I
can only hope the Washington Post—
every knowledgeable observer, Mr.
President, and traditionally Demo-
cratic, have basically made the same
statement. The Washington Post on
September 25, 1995, said. The Demo-
crats have fabricated the Medicare tax
cut connection because it is useful po-
litically."

Mr. President, this business about
tax cuts for those who do not really
need them—I find it interesting, kind
of parenthetically. and this is histori-
cally espoused by those who want high-
er and higher taxes. We just had the
largest tax increase in the history of
the country and now that is supposed
to be locked in and not touched.

We meet every year. practically, in
this body. and decide who does need it,
who deserves it. This group this year
deserves a tax break. This group this
other year does not deserve a tax
break. So we have a tax bill, We had a
tax bill in 1969. in 1971. 1976. 1978. 1980.
1981, 1982, 1984, 1986, 1990. 1993—major
tax bills. That does not include the
miscellaneous tax bills. And every
time, we in this body decide who is de-
serving and who is not—passing judg-
ment on our fellow citizens as to whose
money we ought to take and who we
ought to give a little back to, continu-
ously focusing on the 'who," the
"who' '—not the what.

In other words, who is going to be
hit? Continuing to focus on how to di-
vide up the pie. not focusing on policies
as to how to make the pie bigger.

My time. I am sure, is close to being
expired, so I will address this in a little
bit more detail at a later time.

In conclusion. I urge that we get
down to serious business, that we put
the details of this aside. It is painful.
There are things in this bill of this
magnitude that are going to pain us in
various areas.

The bottom-line question is whether
or not we will get this fiscal house in
order. We take the first step. which is
only a first step. If we do everything
we are talking about and go through
all the pain, this is just the first step.
We will have to continue to do it year
after year after year. I suggest we get
used to it and get on with it.

Mr. EXON. Mr. President. how much
time remains?

The PRESIDING OFFICER. The Sen-
ator has 26 minutes 50 seconds, and the
other side has 15 minutes.

Mr. EXON. Mr. President. in order of
their recognition by the Chair in this
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order, I wish to allocate the time re-
maining with 8 minutes to the Senator
from North Dakota, followed by 10
minutes to the Senator from Illinois.
and then 5 minutes to the Senator from
New Mexico. I yield myself 3 minutes
at this time.

All day long. Mr. President, we have
had Republicans beating up on the
President of the United States. I sim-
ply say that today the President an-
nounced that the year-end budget defi-
Cit was 160-some billions of dollars.
That is the lowest deficit we have had
for a long, long time in the United
States of America.

I simply say to those who have been
in this body now not a full year, none
of them can hardly take any credit for
the deficit going down dramatically
under the leadership of the President of
the United States.

While we all tend to beat up on the
President of the United States once in
a while, I think it is well to note that
under his leadership and under his di-
rection, under his determination, and
in the policies that he has fostered, he
has put his political muscles where his
mouth is, and the deficit has come
down dramatically.

I simply say that the last time we
had a deficit this low was way back in
1989 at $153 billion. The intervening
years it has been $221 billion. $270 bil-
lion, $290 billion, $255 billion. $203 bil-
lion, and so forth.

I simply say. Mr. President. that
once again the President of the United
States should be saluted for at least
bringing the deficit down into the $160-
billion range. I want to get that for the
record because there have been so
many brick bats thrown at the Presi-
dent of the United States today.

I yield the floor.
Mr. DORCAN. Mr. President, I have

listened in recent hours to discussions
by people who talk about what has
been going on around here for the past
40 years in some disappointing way.
Let me put in a good word for what has
been going on in this country for the
past 40 years.

I wonder how many people think that
somebody would like to live elsewhere?
Do you think that we have not pro-
gressed in this country in 40 years? Do
you think Medicare does not matter to
people? Do you think things are not
better for a lot of Americans than they
used to be? Do you think in this cen-
tury the fact that we decided to pro-
vide electricity to the farms, that
somehow that was not relevant? Cre-
ated a Social Security system; that did
not matter? Marshaled the will and the
strength to beat back the forces of fas-
cism and Nazism? Survived the Depres-
sion and created a period post-Second
World War of unprecedented growth
and opportunities?

I guess it is fine to talk about what
has been going on the last 40 years. I
happen to think this is a pretty good
place. I do not see people rushing to
leave. If they go, I do not know where
they would go. Would they go to

Tegucigalpa because the mail service is
better? Krakow, because they have bet-
ter roads? Budapest. because they have
a better telephone system? I do not
think so.

The fact is we ought to talk about
what is right in this country for a
while. Some of the things that are
right in this country are now to be
taken apart by 1.950 pages of legisla-
tion on which there has been no hear-
ings. which we received yesterday
afternoon about 4 o'clock, and on
which we now have 10 hours of debate
left.

It is a fairly disappointing thing to
watch here in the Senate today. This
1,950 pages contains substantial policy
changes—Medicare especially. Medi-
care matters to a lot of senior citizens.
We offered an amendment today about
8 hours ago. It is very simple. It does
not take 10 staff people to explain it to
anybody here. It is not rocket science.
It is very simple. It says those who pro-
pose to reduce the amount needed for
Medicare by $270 billion—and that is
what the proposal is—$270 billion less
than is needed to fund Medicare in the
next years, we say to those who want
to do it, look, you also want to give a
tax cut. We would like you to modify
the tax cut and not provide tax relief
to the upper income Americans. and
use the savings from that limitation to
reduce the hit on Medicare so that we
are reducing Medicare by about the $89
billion that the trustees say are nec-
essary to make it solvent.

Shorthand—reduce the cut on Medi-
care to about $89 billion. That is all
you need to cut in Medicare to make it
solvent, and get the money for that by
eliminating the tax cut for the affluent
Americans.

Very simple. It does not take 8 hours
to figure out what you will do about
this. We do not need people sitting
around with fingernail files and clip-
pers and just ruminating about the
world.

We have 20 hours on this bill. We of-
fered this amendment 8 hours ago. Do
Members know what we are talking
about now? We are talking about an
amendment on Medicare fraud. This
amendment ought to be accepted in a
nanosecond. Want to talk about this
forever? God bless you, come and get
time next week and talk to the whole
world for 40 hours until you are blue.

This amendment is fine. It is not con-
troversial. Why are they talking about
it? Why are they eating up time on this
clock? Because they do not want to
talk about our amendment. They cer-
tainly do not want to vote on our
amendment. And it is not just this
amendment. There are others exactly
like it.

We have family farmers out there
who know that the farm bill is in this
piece of—reconciliation, this reconcili-
ation bill. This budget bill has the farm
bill in it.

We are supposed to write a farm bill
this year. We did not. So what do they
do, they put whatever they have writ-
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ten in this. There are no hearings, no-
body knows what is there, really. I
mean, it is a real a slap in the face for
family farmers. This will cut farm in-
come in North Dakota by 25 percent.
The first time in history they throw a
farm bill in a reconciliation bill —first
time.

What else is here? Oh. a note to fami-
lies in middle-income circumstances
that we want to make it tougher for
you to send your kids to college be-
cause we cannot afford student finan-
cial aid. So we tell the old folks we
cannot afford Medicare. We can afford
a tax cut for the wealthy: cannot afford
Medicare. We cannot afford student aid
for middle-income families whose kids
are about to go off to college. but we
can afford a tax cut for the affluent.
We cannot afford Head Start for 55,000
kids in the appropriations bill, but we
can afford a tax cut for the most afflu-
ent people in the country.

And people over there say. You are
being too sharp in your criticism. Class
warfare." You bet it is class warfare. It
is all here, 1.950 pages of class warfare,
in this bill. And do not take it from
me. take it from your colleague, Sen-
ator SPECTER, who said it on the floor
yesterday. It took a little courage for
him to say it, and I admire him for say-
ing it.

the pain of the spending cuts goes to
the elderly, the young. and the infirm while
allowing tax cuts for corporate America and
those in higher brackets.

You know what he said yesterday,
and in your secret moments you know
what he said was right. He said that if
it were a secret ballot, 20 of you on the
other side of the aisle would vote
against this because you know it is the
wrong priorities.

We have spent 8 hours and have not
had a vote. We have several more peo-
ple who want to speak to the amend-
ment on Medicaid fraud. I compliment
the Senator for offering it. I support it
and think we ought to accept it in 4
minutes. But instead, we will take 2
hours on this, I suppose, because the
other side does not want to vote on an
issue that deals with hundreds of bil-
lions of dollars of Medicare for the el-
derly juxtaposed against tax cuts for
some of the most affluent Americans.

I know there has been a lot of non-
sense on this floor these days, but I
just want one person to bring a chart
to the floor that tells me this statistic
is wrong: on average, the 51 percent of
American families with incomes under
$30,000 get a tax hike in these 2,000
pages. That is a fact. It comes from the
Joint Tax Committee. We do not run
that. Half of the American families, on
average, get a tax hike. Guess which
half—the top half? Oh, no. The bottom
half. the very folks the people who are
pushing this say they want to help. It
is a curious way to help people. in my
judgment, with a tax hike.

Who gets the benefit? For everybody
that finds a loaf someplace, somebody
else is getting it buttered. So who gets
their bread buttered here? The top I
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percent. of course—big tax cuts. I want
somebody to come to the floor in the
next day or so, just to tell me this
chart is wrong and tell me how it is
wrong. You know it is right. Senator
SPECTER knew it was right yesterday
when he spoke. And you can do all the
high-wire acts and you can do all the
half gainers and all the gyrations you
want, build all the word castles in the
sky forever, and it is not going to
change the central facts.

Old folks are going to pay more and
get less health care. They are going to
pay more for it and get less. Family
farmers get the short end of the stick.
Middle-income families are told collee
education is not so important for your
kids. And young kids are told edu-
cation is not a high priority for you--
whether it is Head Start and dozens ef
other programs.

So I just ask people around here,
when are we going to vote on some-
thing we offered 8 hours ago? A simp1
proposition. I do not have to read ft
again. Everybody in here understands
it and everybody here understands why
we are not voting on it. We are goinf
to have 40 or 50 votes, I suppose, on this
bill. But, we are draining off all of this
debate time on a noncontroversial
issue. I understand why, but it is not
right.

The rules provide 20 hours on this
bill. We have limited time to deal with
things that literally affect people's
lives more than almost any measure in
the last 30. 40 years. And we are told we
just cannot vote on these issues up or
down. We want to go talk about Medi
care fraud.

I see Senators on the floor who have
been working on this for a long while,
and I commend them. I have worked on
it. But I tell you, our constituents
would much sooner understand how
this bill affects their lives in a real way
than deal with this noncontroversial
amendment, an amendment we should
have accepted 2 hours ago.

I yield the floor.
The PRESIDING OFFICER. The time

of the Senator has expired. The Sen-
ator from Illinois is recognized.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent. I commend my colleague from
North Dakota for a brilliant state-
ment. He has such a way with words,
and I congratulate him for putting the
issue in context.

Mr. President. at the outset, I want
to make it clear that I am one Senator
who believes that major changes are
critically needed if we are to bring the
federal budget back under control. I
also believe that major changes in our
Tax Code are necessary to help gen-
erate new economic growth and to cre-
ate new jobs.

I do not think any of us should fear
change. Indeed, change is critically im-
portant if we are to succeed in meeting
the challenges the future holds for us,
for our children, and for future genera-
tions. The right kinds of changes can
help create a climate that will produce
the new jobs and economic growth that
all of us want to see. The right kind of
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changes can open up opportunity, and
help make this an America that makes
use of all of the talents of all of its peo-
ple, which benefits us all. The right
kind of changes can help create a cli-
mate that will help Americans provide
for their families and give them what
we have had—the opportunity to live
better than our parents did.

There is no argument but that
change is needed. I strongly agree with
the statement made in a letter written
by the Competitiveness Policy Council
on October 12 when the council issued
its report entitled "Lifting All Boats—
Increasing the. Payoff from Private In-
vestment in the U.S. Economy." The
cover letter, talking about the report's
conclusions, stated: many of the Fed-
eral laws and regulations that influ-
ence private investment decisions were
developed before World War II, and are
Out of sync with current economic and
financial market conditions." That is
exactly right!

Another of the council's recently is-
sued major reports. entitled 'Saving
More and Investing Better—A Strategy
for Securing Prosperity" makes it very
clear why we must change Federal
budget and tax policies, and other Fed-
eral policies. That report found, among
other things, that:

More Americans are employed, yet they
are working longer hours and for less pay:

Productivity growth has improved since
1990. yet it has not translated into higher
compensation for workers;

public dissaving has been reduced by
2 percent of CDP since 1992 through cuts in
the Federal deficit. iyetj the net national
savings rate continues to
fall * * primarily due to the downward
trend in household saving, as Americans cur-
rently consume 97 percent of their household
income:

private investment is growing yet
the stock of existing plant and equipment is
flat: and

* * improvements in product quality and
delivery, lower wages, corporate restructur-
ing. the depreciating of the dollar and gov-
ernment support have helped American
goods and services gain a greater share of
world markets, yet the trade deficit is reach-
ing historic highs.

The council set Out three goals—
goals that I believe make a great deal
of sense—to deal with these and other
problems raised by its reports:

First, doubling productivity growth
to at least 2 per cent per year;

Second, achieving 3 percent annual
GDP growth. in order to reemploy
workers made redundant through pro-
ductivity improvements: and

Third, eliminating our current ac-
count deficit, in order to reduce U.S.
reliance on foreign capital, and helping
ensure that the other goals can be sus-
tained over the long run.

I think these are goals this Congress
must pursue, both through the Tax
Code through Federal spending deci-
sions, and through the other actions of
the Federal Government. One critical
question the Senate should be asking is
whether this reconciliation bill moves
us toward these goals or not. After all,
restoring Federal budget discipline is
not just an accounting game. Changing

October 25, 1995
Federal policies is not just about mak-
ing the numbers line up. The reason we
are want to deal with the deficit prob-
lem, the reason the right kinds of
changes are so important, is what they
will mean to the American people. to
the kind of opportunities our children
will enjoy, and to our collective future
as a nation. Tragically, this reconcili-
ation bill does not move us toward
these goals. It does not pursue the
right changes. It is contentious and
controversial precisely because it is
shortsighted. We currently enjoy solid
economic growth and low unemploy-
ment. Yet Americans are increasingly
anxious about the future.

More and more Americans worry
about whether they will be restruc-
tured out of their jobs. Americans en-
tering the work force worry about
whether there are enough good jobs out
there for them to find. And most Amer-
icans increasingly worry about being
priced out of the American dream.

Unfortunately, there is substantial
cause for this anxiety and this worry.
All too many Americans have been re-
structured into lower paying jobs.
Eighty percent of Americans are not
seeing any real increase in their pay.
Yet between 1989 and 1990:

The average price of a home in-
creased from about $76,000 to almost
$150,000, an increase of almost 100 per-
cent;

The average price of a car went from
about $7,000 to $16000, an increase of
over 125 percent, and the number of
weeks an American had to work to pay
for the average car increased from
about 18 weeks to over 24 weeks, an in-
crease of about one-third;

The cost of a year's tuition at a pub-
licly supported college increased from
$635 to $1,454, an increase of almost 130
percent, and a year's tuition at a pri-
vate college increased from an average
of $3,498 to $8,772, an increase of 150 per-
cent; and

Health care costs increased at close
to or at double digit rates each year.

We have a responsibility to do what
we can to help address the causes of
that anxiety. We have a responsibility
to help ensure that the opportunity to
achieve the American dream is open to
every American—and that the dream is
not priced out of reach for many Amer-
icans. We have a responsibility to en-
sure that Government tax, spending,
and regulatory policies do not under-
mine the opportunity for Americans to
find a good job, to keep a good job, to
be able to provide for their families.
and to help their children get ready to
succeed in an ever more competitive
world economy. We have a responsibil-
ity to adopt policies that encourage,
rather than discourage. the creation of
the new good jobs we so greatly need,
and the kind of solid, sustainable eco-
nomic growth on which our individual
and collective futures so fundamen-
tally depend. We have a duty to ensure
that Government policies help, rather
than hinder. Americans who want
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nothing more—and nothing less—than
what we have all had: the opportunity
to live better than our parents did.

We have to meet these responsibil-
ities based on as complete an under-
standing as possible of the way our
economy works now, and the way it is
likely to work in the future, and not
simply on the way it may have worked
in the past. We have to meet these re-
sponsibilities without falling into the
trap of doing the tax and budgetary
policy equivalents of fighting the last
war. instead of preparing for the next
one.

Yet. that seems to be exactly what
this reconciliation bill is all about. It
does not meet our responsibilities to
our children and to our future. Its rem-
edies are based on a foundation of
myths. and a time that has long since
passed. instead of the economic reali-
ties that the American people live
every single day.

There is no question that our budg-
etary situation has changed dramati-
cally since the Federal Government
last balanced its budget in 1969. In 1969.
the national debt was $365 billion: now
it is almost $4.9 trillion. In 1969, inter-
est on the national debt cost only $12.7
billion: this year, interest alone will
consume over $230 billion—over $40 bil-
lion more than total Federal spending
in 1969. And the future holds even
greater problems. Last year, I served
on the Bipartisan Commission on Enti-
tlement and Tax Reform. Finding No. 1
of the Commission's interim report to
the President made it abundantly clear
what will happen if we do not address
the critical budget problems facing
this country. The chart accompanying
that finding was headlined. "Current
Trends Are Not Sustainable '—a very
understated way of pointing to the
very real crisis we face. If we do noth-
ing. by the year 2012, entitlement
spending and interest expense consume
every single dollar of Federal Revenue.
If we do nothing, by 2030, Federal Out-
lays could consume 37 percent of the
entire U.S. economy, up from 22 per-
cent today. If we do nothing, by 2030,
just paying the interest on the na-
tional debt will take over $1 of every
$10 our economy produces.

The Commission's reports are com-
pelling evidence that we must act to
get the Federal Government's fiscal
house in order. They make it clear that
we cannot afford to act based on any
political party's or interest group's
budgetary mythology. They reinforced
my conviction that an amendment to
our Constitution is good public policy.

That same objective—a balanced
budget. restoration of fiscal dis-
cipline—is the stated objective of the
reconciliation bill we are now consider-
ing. But what kind of message is being
sent, what are the American people
really being told, if the same bill that
takes $893 billion out of the spending
side of the budget over the next 7 years
also takes $245 billion out of the reve-
nue side of the budget. What kind of
message is being sent if a bill that is
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supposed to lower deficits actually in-
creases them by $93 billion over the
next 7 years in order to help finance
tax cuts?

The reason greater fiscal discipline is
important is that we owe more to our
children than a legacy of debt. How is
that consistent with giving ourselves a
tax cut now, thereby creating more
debt for them to repay?

The tax changes now contained in
this bill are very substantial in com-
parison to the deficits we face. They
amount to 15 percent of the $1.6 trillion
in deficits forecast for the next 7 years
if we do not act to put our fiscal house
in order. And they are an even larger
percentage—38 percent—of the $638 bil-
lion in deficits forecast for that period
in the budget resolution we are now
working under. That is why the tax cut
provisions of this bill have such an im-
pact on the deficit reduction objective
that both Democrats and Republicans
want to achieve.

A tax cut right now is inconsistent
with achieving real deficit reduction.
And it is important to keep in mind
that, even if the Senate does not act on
these tax proposals. we would not be
choosing to move toward a balanced
budget by increasing the burden on
American taxpayers. Whether these tax
proposals become law or not. Federal
revenues are not growing faster than
our economy. Federal taxes consumed
19 percent of the U.S. Gross Domestic
Product (GDP) in 1994. That is 1 per-
centage point less of GDP than Federal
revenues accounted for a quarter of a
century earlier, when the Federal Gov-
ernment last balanced its budget, back
in 1969, by the way.

The rationale for tax cuts is that
they will help promote savings, eco-
nomic growth, and the creation of the
kind of new, well-paying jobs Ameri-
cans need. And it is true that $245 bil-
lion in tax cuts sounds like a number
large enough to provide a substantial
opportunity for those kinds of changes
to happen. When compared to Federal
revenues that will total more than
$11.3 trillion over the next 7 years.
however, that figure shrinks dramati-
cally. It amounts to a tax cut of only
about 2.1 percent. And, according to
the Joint Tax Committee, it amounts
to a cut in average effective tax rates
for American taxpayers of only eight-
tenths of 1 percent.

Moreover, even this tax reduction is
illusory for many Americans. The rec-
onciliation bill, to cite one example.
creates a student loan interest tax
credit, an idea I support. This tax cred-
it puts approximately $1.5 billion in the
hands of American taxpayers to help
pay student loan expenses. However,
the reconciliation also contains provi-
sions designed to save $10.8 billion over
that same 7-year period by making stu-
dent loans more expensive. On a net
basis, therefore, families with students
are likely to be worse off, not better
off.

The bill also creates a $500 per child
tax credit for families. But many EITC
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families won't see much net relief, be-
cause once the EITC cuts are fully
phased in, they will lose. on average.
$457 in annual tax relief they are now
receiving. For many of them. therefore,
the effect of the tax provisions in this
bill is simply to move their tax bene-
fits from one line of their tax returns
to another line.

And even middle income Americans
will not receive much relief from the
tax provisions in this reconciliation
bill. Both the Joint Tax Committee
and the Treasury Department agree
that Americans with annual incomes of
$30,000 or less, which is over half of all
Americans. will see no net tax relief at
all from this bill.

In the health care area, the bill calls
for creating medical savings accounts,
providing more favorable tax treat-
ment for long-term care insurance, and
a number of other changes. The benefit
to American taxpayers of these
changes amounts to approximately $12
billion. However, the bill also makes
changes in Medicare and Medicaid that
will take $452 billion out of those two
programs over the next 7 years. The
changes include doubling the Medicare
part B premium. and the Medicare part
B deductible. For most Medicare and
virtually all Medicaid recipients, the
tax relief they will receive under this
bill, therefore, will probably not come
close to covering their increased health
care costs. And if, as many believe, one
result of these Medicare and Medicaid
changes is to put additional upward
pressure on health insurance costs.
than it is not just the elderly. the dis-
abled, and the poor who will see their
tax relief overwhelmed by increased
health care costs, millions of other
Americans who are not currently using
these two health care programs will
also face that same reality.

Cutting taxes is the oldest political
trump card, and it has not lost its
power. And tax cuts are easy to under-
stand. The temptation to promise the
proverbial "chicken in every pot," is
too great for some to resist. But impos-
ing new costs on American families
while only partly offsetting these new
costs with tax cuts does not represent
real tax relief: instead. it is, at best. no
more than a cynical shell game.

And the proposed tax cuts are far
from the only problems with this bill.
The bill makes student loans more ex-
pensive, adding an 85 basis point fee to
the cost of every loan, most. if not all.
of which will be passed on to students.
It adds 100 basis points, or one full per-
centage point, to the cost of what are
called PLUS loans. which could add up
to $5,000 in student loan costs for
American families who use that stu-
dent loan program. It ends the interest
free. 6-month grace period which is de-
signed to provide an opportunity for
students to find a job after they com-
plete their education, which adds an-
other $700 to $2,500 in costs to student
loans. And it actually increases, rather
than decreases. the redtape and admin-
istrative costs associated with student
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loans, by backing away from direct
loans in favor of using the banks to
make student loans guaranteed by the
Federal Government.

The net effect of all of these cuts is
to price college Out of reach for more
Americans. A study by two higher edu-
cation economists—Michael McPhr-
son of Williams College and Morton
Shapiro of the University of Southern
California concluded that each $250 th-
crease in the cost of college will result
in a 1-percent drop in the number of
low-income students enrolling in col-
lege.

And low-income students will not be
the only students affected by these
changes in student loans. Middle class
American families with students in
college or approaching college-age will
also be affected—all too many people
will be unable to meet the new, higher
costs, which means that their childrei
will have their opportunities dimin-
ished by this bill, instead of expanded.
We want a brighter future for our chil-
dren. but if we are simply moving costs
from the Federal balance sheet to the
budgets of American families. w
aren't helping them at all. That kind of
approach does not meet our respon.
sibility to American families or to ow
children, and it does not meet our obli
gation to the future.

These kinds of changes may produce
budget savings in the short run, but
they are not in the long-term interests
of our country: this is not the kind of
legacy we want to leave our children.
After all, our people are the most im-
portant asset our country has. If we are
to compete successfully in the future,
if we are to generate the kind of eco-
nomic growth we need, and if we want
expanded. rather than diminished, op-
portunities for our children—and their
children—we simply cannot skimp on
essential investments in education.

We all know that education is the
one of the most important deter-
minants of the amount our children
will earn in their lifetimes. In this in-
creasingly technological age, education
is ever more important. How, there-
fore, does it make budget sense, or any
other kind of sense, to cut our invest-
ment in education, when one of the top
purposes of this bill is to improve the
legacy we are leaving our children, and
to create a brighter future for our chil-
dren.

The bill's approach to health care is
as shortsighted and misguided as its
approach to education. Advocates of
the bills Medicare and Medicaid provi-
sion argue that the reconciliation bill
does not "cut" either program: what is
actually going on is simply a reduction
in the rate of growth of these two pro-
grams from their current double digit
increases to a bit more than 4 percent
annually. They also argue that action
is required in order to keep the Medi-
care trust fund solvent.

If the only important thing is the
narrow budget numbers themselves.
that argument is correct. If. however.
the economic and health care realities
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behind those numbers are also consid-
ered, the argument collapses.

The truth is that this bill calls for re-
ductions in Medicare of $270 billion—
three times what is needed to protect
the trust fund. And the truth is that
the aggregate spending levels are not
the whole story, but only the beginning
of the story. There are two factors
driving up the cost of Medicare and
Medicaid, and health care costs gen-
erally: demographic change, and cost
inflation. The simple fact is that the
number of older Americans is increas-
ing far more rapidly than the popu-
lation generally, and that the increases
in the number of elderly Americans
will accelerate even further early in
the next century when the 'baby
boomers" begin to hit retirement age.
This fact has profound implications for
Medicare, and also for Medicaid—be-
cause spending for older Americans
takes 70 cents of every dollar spent on
that program. Both Medicare and Med-
icaid must increase substantially just
to keep pace with the increasing num-
ber of Americans using those programs.

Health care cost inflation is a per-
haps even more important factor. Med-
icare and Medicaid inflation rates have
been at double digit levels, or close to
them, for a long time, and it is true
that we have to get that inflation
under control. However, this bill has no
real plan for reducing health care infla-
tion. Instead, its impact will be to re-
duce the quality of care and the health
care choices available to millions of
Americans. Under this bill hospitals
and other health care providers will see
over $200 billion less in reimbursement
for services provided to Medicare pa-
tients, which will literally drive some
of them into bankruptcy, and cause
others to reject Medicare patients:
Medicare premiums will double, as will
deductibles: the two-thirds of all nurs-
ing home residents who depend on Med-
icaid will be thrown into jeopardy: and
almost 9 million people, including al-
most 4'/z million children, could be
thrown off the Medicaid rolls.

Again, what seems to be happening is
that costs are not being eliminated by
making the delivery of health care
cheaper and more cost-efficient, but by
simply transferring costs from the Fed-
eral budget to the budgets of individual
Americans. Medicare beneficiaries will
not only see higher costs from the Med-
icare Program directly, but higher pri-
vate insurance costs, as so-called
Medigap insurance, which involves
higher administrative costs and more
inefficiency than Medicare—becomes
more expensive due to this bill. Medic-
aid recipients will also face higher
costs—the average cost of a year in a
'Iursing home is $38,000—for less health
care. And every American will likely
ee higher health insurance costs, as
hospitals push costs formerly paid by
Medicare and Medicaid over to pri-
vately insured patients. Lewin-VI-lI, an
independent research firm, found that
the $452 billion in Medicare and Medic-
aid changes will force doctors and hos-
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pitals to raise their fees for private pa-
tients by at least $90 billion.

Under this bill, Americans will get
$245 billion in tax cuts, but if even half
of the $452 billion in Medicare and Med-
icaid reductions show up in the budgets
of individual Americans, then Ameri-
cans are not better off at all. They de-
serve more than budgetary shell
games. They deserve real reform—we
need real reform—but all this bill pro-
vides is the rhetoric of reform, instead
of the reality. The only reality it will
deliver is less care and higher costs for
every American. It takes a meat ax ap-
proach to health care system reform
when a scalpel would do a betterjob.

I have focused a lot on the impact
this reconciliation bill will have on all
Americans, Mr. President, but I cannot
conclude without expressing my Out-
rage and my dismay on how it treats
the poorest Americans. The proponents
of this bill say it reforms welfare, that
it ' reforms" the EITC. that it re-
forms' health care for the poor, that it

reforms" nutrition programs, and
that it, along with the appropriations
bills that encompass the rest of the
program advocated by the other side of
the aisle reform the rest of the social
safety net. But these reforms are even
less real than the health care reforms.
Instead, these proposals represent a
shredding of the social safety net. This
reconciliation bill walks away from the
working poor. It walks away from the
welfare recipients who want to work. It
walks away from poor children who
want the opportunity to escape their
poverty.

It walks away from opportunity,
from inclusion, and from making use of
all of the talents of all of our people. It
walks away from the problems of our
cities, and of economically distressed
rural areas.

It calls for further reductions in wel-
fare, even though welfare benefits per
beneficiary have been declining for
years. It fails to recognize the real
problems involving child care, and ac-
cess to jobs, and job training that have
to be addressed in order to make real
progress in reducing our welfare rolls
by bringing people into the workforce.
It ignores the fact that two-thirds of
welfare recipients are children. It di-
vides us from one another, viewing the
poor as a cost to be cut, instead of as
an asset to be developed. I could go on,
and on, and on.

Considering the overall impact of the
bill, one has to ask the question,
What do the supporters of this bill

have against poor people?' After all,
Americans who make less than $20,000
get a tax increase, instead of a tax cut,
under this bill. Americans who make
less than $30,000 get no tax cut at all.
And the poorest 20 percent of American
families have to bear half of the total
cuts in Federal spending. This rec-
onciliation bill is so unbalanced that
the distributional impact is—or should
be —a stunning embarrassment.

It is the long term that I believe
must guide our deliberations. We must



October 25, 1995
deal with Federal budget problems. but
our objective must be to deal with our
budget problems in a way that en-
hances our country's future, and our
children's future. A bill that under-
mines education, that simply transfers
costs from the Federal Government's
balance sheet to the budgets of Amer-
ican families, and that needlessly jeop-
ardizes, instead of reforming, our
health care system. cannot end the
anxiety so many Americans are experi-
encing.

How can making education more ex-
pensive that is already too expensive
be in our long-term national interest?
How can cutting taxes by $245 billion.
at a time when we have $4.9 trillion in
Federal debt outstanding, and at a
time when we are experiencing nine-
figure budget deficits every year. be in
our long-term national interest. And
how does lowering taxes for some
Americans while pushing more health
care costs, education costs, and so
many other costs Onto every American
family help them better meet their
own long-term objectives. Finally, how
is walking away from the poor—and
particularly poor children—consistent
with either our own long-term inter-
ests or our own core values.

The answers are, of course, obvious.
It cannot, it does not, and it is not. It
does not meet the long-term needs of
American families. It does not prepare
our Nation or our children to meet the
challenges the future holds. It does not
include the kinds of reforms we need.
All this bill offers is diminished oppor-
tunities. a loss of competitiveness, and
a continuation of the current anxieties
that so plague the American people.
When it inevitably fails, its only last-
ing result will be to further increase
the already pervasive cynicism that so
poisons our public dialog.

We can and must do better. We have
an obligation to our country, to Amer-
ican families, to our children, and to
their children to enact the kind of re-
forms that will help make our individ-
ual and collective futures brighter.
However, the only way for this Senate
to do the right thing is to first defeat
the wrong one. I therefore urge my col-
leagues to join me in opposing 5. 1357.
the Balanced Budget Reconciliation
Act.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. CHAFEE. Mr. President. I won-
der if the distinguished Senator from
Illinois would answer a question.

The PRESIDING OFFICER. The time
of the Senator from Illinois has ex-
pired.

Mr. CHAFEE. Maybe I could have 5
minutes off the bill. if I might.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CHAFEE. Mr. President, the dis-
tinguished Senator from Illinois is a
member of the Finance Committee. So
she is familiar with some of these
items, obviously. But I heard her say
that under the Republican measure the
Medicare part B premiums are going to
double. What is her source of informa-

tion for that? What is she basing that
on?

Ms. MOSELEY-BRATJN. I am going
to have to find the record. But I would
be delighted to get back to my col-
league with regard to the effect as to
some of the recipients of Medicare. The
premium will double, and those are the
numbers provided for us in committee.
I would be delighted to get the base in-
formation. I do not have it.

Mr. CHAFEE. I wonder if the Senator
from Illinois is objecting to the afflu-
ent testing of the part B premiums.

Ms. MOSELEY-BRAUN. Objecting to
the affluent testing? No. I would say to
my colleague that the point I have
been trying to make in this statement
today is that we are with this bill in all
20 instances robbing Peter to pay Paul,
taking from one pocket to put in an-
other, and that, therefore, the notion
that we are just restraining, restoring.
and saving the program becomes illu-
sory given the overall impact of the
changes that are suggested in this rec-
onciliation bill.

There do have to be changes. That is
the main import of my statement as
well. There have to be changes in the
way that this program works. Cer-
tainly. affluent testing is one. Some
parts of the affluent testing proposed
in the Finance Committee are laudable
and will help the program overall. But
the overall impact on the way we
treated the part B premiums will be to
increase the cost on senior citizens and
will double the costs in some instances.

Mr. CHAFEE. Let me just say this.
As the Senator knows, we both worked
together in the Finance Committee on
the Medicare matters. To say that the
Republicans are doubling the premiums
on part B is an inaccurate statement, if
I may say so to the Senator. We main-
tain the percentage that an individual
pays under the part B premium at ex-
actly the same amount that is there
now, the same amount that was there
under a Democratic administration and
under us. It is 31.5 percent.

Now, if the predictions show that the
costs of the premiums are going up.
that has nothing to do with Repub-
licans being in charge. That is a fact of
costs of health care. But to say it is a
Republican fault is a charge that I
think is a very unfortunate one to
make.

I say to the distinguished Senator
from Illinois that what we have done
on the Medicare Program is justified.
Have there been some deductibles in-
creased? Yes, there have. But the part
B premium remains at exactly the
same percentage that exists now. And
if the distinguished Senator from Illi-
nois objects to the affluence testing.
then she is on a different course than I
am and I think most of the American
public.

Ms. MOSELEY-BRAUN. I would like
to reclaim my time and to read to the
Senator some numbers:

Under this plan, increased premiums alone
will cost every elderly couple an additional
$2,800 over the next 7 years. By the year 2000.
premiums will double to more than $1,100 per
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beneficiary per year. Upper income bene-
ficiaries—

And this gets to the affluence testing
that the Senator mentioned.
will pay even more. For some of them. the
premiums will triple.

It is documented. So maybe—
Mr. CHAFEE addressed the Chair.
Mr. DORGAN. Will the Senator yield

to me?
Ms. MOSELEY-BRAUN. I yield.
The PRESIDING OFFICER (Mr.

SANTORUM). The Senator from Rhode
Island controls the time.

Mr. CHAFEE. It is my time. Mr.
President. I believe I am on my time.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island controls the
time.

Mr. CHAFEE. All right. Now, I would
just say this, that those premiums she
is discussing would go up no matter
which administration and under whose
program you are talking about.

Ms. MOSELEY-BRAUN. But that
does not make my statement in error,
does it?

Mr. CHAFEE. If the premiums are
going up—and who knows what the
costs are going to be Out there because
we do not set forth a dollar amount. as
the distinguished Senator knows. We
stay at exactly the same percentage.
And if health care costs should go
down, then the premiums will go down.
If health care costs go up. then the pre-
miums go up. To blame that on the Re-
publicans and on our Medicare program
is just a charge that I believe is highly
unfair.

Ms. MOSELEY-BRAUN. I would like
to claim my time.

Mr. CHAFEE. I yield back the re-
mainder of my time.

The PRESIDING OFFICER. The Sen-
ator yields back his time.

Who yields time on the amendment?
Ms. MOSELEY-BRAUN addressed the

Chair.
Mr. ABRAHAM. Mr. President, I be-

lieve the previous agreement—
Ms. MOSELEY-BRAUN. Mr. Presi-

dent. I have not yet yielded the floor.
The PRESIDING OFFICER. The time

of the Senator from Illinois has ex-
pired.

The Senator from Rhode Island
claimed time under the Republican
side on the bill and was recognized for
5 minutes. He has yielded back his
time.

Who yields time?
Mr. ABRAHAM. Mr. President. just

as a point of clarification, I believe the
Senator from Nebraska is not in the
Chamber now, but he had previously
sought and obtained consent for the
Senator from New Mexico to proceed at
this point.

The PRESIDING OFFICER. The Sen-
ator from New Mexico is recognized for
5 minutes.

Ms. MOSELEY-BRAUN. Will the Sen-
ator from New Mexico allow me. be-
cause I think we got into a parliamen-
tary pickle here for a second. and Ijust
want 30 seconds.
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Mr. BINGAMAN. I would be glad to

yield 30 seconds to the Senator from Il-
linois.

Ms. MOSELEY-BRAUN. I thank the
Senator.

Again, to Senator CHAFEE. the Office
of Management called. Part B here
more than doubled. That is to be found
on page 8 of the statement of policy.
And I would like to provide that for the
Senator. I did not misspeak. We may
have a different interpretation, but the
statement that I made was factual
with regard to the impact on part B
premiums. I yield the floor, and I
thank the Senator from New Mexico.

Mr. BINGAMAN. Mr. President. let
me speak for just a few minutes about
the Republican tax plan, the plan
which is before us. It is title XII of the
bill. It begins on page 1463 and runs
through page 1949. In case some of my
colleagues have not read all aspects of
it, I have not either, but I do think I
understand the main thrust of it. The
main thrust of it is that it does place
an additional burden on those who ar
least able to pay. In doing so, it pro-
vides tax breaks to those who are doing
the best in our economy.

The Joint Committee on Taxation,
which has been referred to many times
here in this debate, has released some
findings that I think all of us have to
agree are accurate, and those findings
are that people who earn $30,000 a year
or less will be shouldering a heavier
tax burden once this bill becomes law.
The new data are the result of the ef-
fort and the proposal to reduce by $43
billion the earned-income tax credit.

Mr. President, this chart here, I
think, makes the point about as well as
anyone could. We have here the people
who have $10,000 of income or less.
Their taxes will be expected by the
year 2000 to rise 9.6 percent. In the case
of people with $20,000 of income, it is
2.2. In the case of people with 30.000, it
is a smaller percentage. But everyone
in that entire range would see their
taxes increased. At the same time,
those above $30,000 would see a de-
crease.

Mr. President, what we have, which
is a fairly remarkable result, in my
opinion, is a bill that cuts Federal
taxes, reduces Federal taxes by $245 bil-
lion and at the same time increases
taxes on more than half of all Ameri-
cans who pay tax.

Let me point to one other chart here
which I think makes the point very
dramatically.

The Senator from North Dakota ear-
lier was saying that the bottom 50 per-
cent of all taxpayers are the ones who
are going to see their taxes go up. In
my home State—and we have State-by-
State breakdowns of this—in my home
State of New Mexico, it is not the bot-
tOm 50 percent who are going to see
their taxes increased; it is the bottom
70 percent. Because we are a low per
capita income State, we have a sub-
stantial number of people who are in
that income category that puts them
at $30,000 or less. So 70 percent of the
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taxpayers in my State will in fact see
their taxes rise under this bill accord-
ing to the Joint Tax Committee.

What is most disturbing about this is
that this is happening at a point in
American history where the average
American worker is having a tougher
time making ends meet. They are see-
ing their wages, the real spending
power of their wages decline. Families
are increasingly finding themselves
without adequate health care coverage
or pension options. It is a time when
the stock market is at new highs, when
corporate profits have never been high-
er than they are at this time in our his-
tory.

In fact, talking about the stock mar-
ket and corporate profits, there have
been many times n the last month or
so when I wished I owned some stock.
We own very little stock. And I am
sure there are many working families
in this country who look at the rise in
the stock market and wish they had a
piece of that pie. But the reality is
they do not.

What we are doing here is the rich
are taking a bigger share of the Na-
tion's economic pie than ever before.
We are proposing in this bill to reduce
the burden on those who are relatively
well off.

Some have recently argued that the
$500 child tax credit is more than an
adequate offset to those working poor
who will be getting tax increases. This
is simply not true. Clearly, a family
has to have substantial enough income
on which to pay taxes for a $500 credit
to make a difference. More than a third
of the Nation's children will not bene-
fit at all or will only receive partial
credit from this proposal. If we are se-
rious about giving tax relief to the
working poor, then the child tax credit
should be refundable or offset against
payroll taxes, not just against the in-
come tax.

A working family in my State with
two children and $15,000 adjusted gross
income has no Federal tax liability and
thus has no opportunity to receive any
benefit from the child tax credit. This
worker, however, has a real increase in
tax burden by the reduction in EITC
that helps the family keep working,
not falling back into welfare programs.
But this same worker has payroll taxes
of $1,148.00. If the child tax credit were
an offset against these taxes, then this
might do some good.

Mr. President, this Senate has been
here before—in fact, 14 years ago. In
1981, it was the passage of the Kemp-
Roth bill which was a major cause of
the deficit we are now struggling with.
In 1983, 1985, and at other subsequent
times, this Congress has quietly un-
done parts of Kemp-Roth, which cut
taxes during a time when the Nation's
financial circumstances could not bear
the pressure. But we have never recov-
ered—and that is why the budget bal-
ancing process today is so terribly dif-
ficult. It is very unwise to attempt to
cut the programs that we are cutting
toward the noble cause of balancing
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the budget. and at the same time cut
taxes for the wealthy. It was the wrong
thing to do in 1981, and it is the wrong
thing to do today.

Mr. President, if we are going to
promise tax relief, it needs to be equi-
table. We must go back to the drawing
board and reverse these EITC reduc-
tions.

The Republican tax plan, as it now
reads, benefits the wealthy at the ex-
pense of the poor. We would be better
off leaving the whole issue of taxes to
another day when we can afford it, and
when it can be done fairly.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator from Michigan.
Mr. ABRAHAM. Mr. President, at

this time I would like to yield 10 min-
utes of our remaining time to the Sen-
ator from Maine, but before I do Ijust
want to recognize and commend the ef-
forts of the Senator from Maine.

It was Senator COHEN who last year
served as the ranking minority mem-
ber of the Senate Special Committee
on Aging, and it was his staff that pro-
duced the document which I have read
from several times tonight pertaining
to investigations of the kinds of Medi-
care fraud and abuse which the amend-
ment I have brought this evening tries
to address. It was his fraud and abuse
legislation, in fact, introduced earlier
this year, which served as the basis for
the antifraud and abuse provisions con-
tained in the legislation before us. His
earlier legislation had bipartisan sup-
port.

Provisions in the pending legislation
are tough. They are comprehensive and
they are unprecedented in their effec-
tiveness. I believe that this is the first
time health care fraud and abuse provi-
sions have been scored by the Congres-
sional Budget Office as generating sav-
ings.

In fact, according to CBO, these pro-
visions yield over $4 billion in savings.
So, I want to commend the Senator
from Maine for these efforts. They are
productive ones. And I applaud what he
has done. And at this time I turn the
floor over to him.

The PRESIDING OFFICER. The Sen-
ator from Maine is recognized for 10
minutes.

Mr. COHEN. I thank my colleague
and friend from Michigan. I want to
join in support of the amendment that
he has offered to make what I believe
to be very strong antifraud measures
even stronger.

Mr. President, I have listened at
length to the debate today, and I think
the American people are wondering,
why are we here at this point in time
debating this issue in the fashion that
we are debating it?

We are here because there has been a
lot of politics involved in the entire de-
bate. Ever since the release of the
trustees' report on the Medicare trust
fund last spring, Republicans have said,
"We have to do something" I recall
that Senator DOLE, the majority lead-
er, last spring urged that President
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Clinton try to put together- some kind
of a bipartisan commission or commit-
tee or group of Senators and House
Members to see if we could not resolve
this on a bipartisan basis.

There were no takers. There were no
takers at that time. They simply said
there is not a problem. There is no
problem with Medicare. and you Re-
publicans are simply trying to blow it
Out of proportion." Well, there is a
problem. There is a problem that has
to be fixed.

Let me say very candidly, as we talk
about taxes, that I, for one—I may be a
minority of one—do not favor tax cuts
at this time. I think that we should be
balancing the budget, period, at this
time. But I think we have to separate
Out the issue of the reformation of the
Medicare fund itself.

I compare it to a situation of a home
in Maine. by way of example. We are
going into the winter season. We have
a home that needs to be heated. And
there is frost on the walls, and the in-
side of the walls, not the outside. That
is how cold it is. We have a home that
is losing heat. We need to get heat into
the home to keep people warm. The
problem is. you have several holes in
the roof, and the windows are broken.
and we have an inefficient furnace in
the basement.

Now, there are one or two ways that
we can keep warm in that home. We
can try to buy more fuel. We do not
have enough money, so we have to get
a second or third job, assuming you can
find a second or third job. And so we
have to buy more fuel to put more fuel
into the home to keep the frost from
freezing us inside. That is one way of
doing it. That way would be to simply
increase taxes. If you want the analogy
to be made properly. wejust have more
taxes to keep the system going at a
rate of 10 percent growth. That is what
we have to do. increase the taxes.

I have not heard one single person on
the other side call for a 44-percent in-
crease in taxes, in the payroll tax of
part A of the Medicare trust fund. So
we know that we would have to get
more fuel oil or get a second or third
job to buy more fuel oil to put oil in
that house.

Or we could make the house more en-
ergy efficient. We could fix the holes in
the roof. We could fix the windows that
are broken. We could put a new furnace
that is energy efficient in the basement
and conserve energy as opposed to al-
lowing it to go out through the chim-
ney and the holes in the roof and the
windows.

That, basically. is what the Repub-
licans have tried to do in terms of
slowing down the growth of the Medi-
care fund as such to make it more effi-
cient. to stop growing at a rate of 10
percent to 6.3 or 6.5. Now. President
Clinton. to his credit, admitted that we
have a problem. and he suggested that
we slow the growth down to 7.5 percent.

Mr. President. I suggest that there is
room for agreement between our two
parties, between the President and the
Senate and the House. And right now.
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unfortunately. we are in a stage where
we are setting the posture for a poten-
tial agreement sometime down the
line.

But let us not make any mistake
about it. we still need to reform the
Medicare system. Part A and part B
have to be reformed if we are going to
ever stop the growth rate of 10 percent
a year. which cannot be sustained
under anyone's calculations without a
major tax increase. And no one on that
side of the aisle is talking about a
major tax increase.

I would like to come back to a sub-
ject matter which I think has been ad-
dressed earlier but is of great impor-
tance to me because it deals, not with
Medicare. but Medicaid. One of the
mistakes. I believe, that has been made
in the bill as reported Out of the com-
mittee is that we are suddenly waiving
many of the standards and regulations
that have been hard fought in the field
of nursing home care.

One of the first bills that I intro-
duced back in 1973, in December 1973.
was the Nursing Home Patients' Bill of
Rights. That came in the wake of a
number of congressional investigations
into absolutely intolerable conditions
in nursing homes where patients were
tied to their beds or wheelchairs, where
they were medicated and
overmedicated to the point where they
were practically zombies. where a Sen-
ate aging committee called them ware-
houses for the dying.

As a result of the expose of the
abuses that were taking place in the
nursing home industry itself, we were
able to, over a period of time. establish
nursing home patients' rights. Many of
them have been put into place by Exec-
utive order. Finally. under OBRA 87.
the Omnibus Reconciliation Act of
1987, we finally were able to put into
law specific regulations and standards
about how these homes should be run
and maintained.

We have, for all practical purposes,
eliminated that under the bill. I hope
that we can correct that. I believe that
we can correct that. and we should cor-
rect it.

But tomorrow we are holding a hear-
ing in the Aging Committee in which
we will again discuss the reasons why
we need a continuation of the Federal
standards and oversight and enforce-
ment of nursing homes.

Let me give you just a couple exam-
ples. By the way, this is not a new
issue.

I ask unanimous consent to have this
material printed in the RECORD.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:
CONGRESSIONAL HEARINGs AND REPORTS

LEADING UP TO ThE ENACTMENT OF THE
NURSING HOME REFoiM ACT IN 1987
May 1986: Nursing home care: The unfin-

ished agenda—an information paper.
May 21. 1986: Nursing home agenda: The

unfinished agenda. vol. 1.
Feb. 26, 1985: Sustaining quality health

care under cost containment.
July 1985: America's elderly at risk.
July 9, 1985: Health care cost containment:

Are Americas aged protected?
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Sept. 10. 1985: The long term care ombuds-

man program: A decade of service to the in-
stitutionalized elderly.

Sept. 18. 1985: The rights of America's in-
stitutionalized aged: Lost in confinement.

October 1985:Dying with dignity: Difficult
times, difficult choices.

October 1. 1984: Discrimination against the
poor and disabled in nursing homes.

November 1983: Staff data and materials
related to Medicaid and long term care.

February 2, 1982: Medicare coverage and re-
imbursement of skilled nursing facility serv-
ices.

March 22. 1982: Long term care for the el-
derly in Florida.

March 27. 1982: Medicaid fraud: A case his-
tory in the failure of state enforcement.

July 15. 1982: Nursing home survey and cer-
tification assuring quality and care.

July 16. 1982: Nursing home inspections:
New Jersey.

December 9. 1981: Oversight of HHS inspec-
tor general's effort to combat fraud, waste.
and abuse.

May 15. 1980: Medicare and Medicaid fraud.
October 17. 1979: Special problems in long-

term care.
July 25. 1978: Medicaid anti'fraud pro-

grams: The role of state fraud control units.
August 11. 1978: Medicare-Medicaid admin-

istrative and reimbursement reform act.
March 1977: Fraud and abuse in nursing

homes: Pharmaceutical kickback arrange-
ments.

June 8. 1977: The national crisis in adult
care homes.

June 17. 22, 23. 30 and July 1. 1977: Civil
rights of institutionalized people.

June 30. 1977: Kickbacks among Medicaid
providers.

March 1976: NursIng home care in the Unit-
ed States: Failure in public policy.

June 3. 1976: The tragedy of nursing home
fires: The need for a national commitment
for safety.

August 1976: Fraud and abuse among prac-
titioners participating in the Medicaid pro-
gram.

September 1976: The tragedy of multiple
death nursing home fires. The need for a na-
tional commitment to safety.

January 1975: Nursing home care in the
United States: Failure in public policy.

February 1975: Nursing home care in the
United States: Failure in public policy.

August 1975: Nursing home care in the
United States: Failure in public policy.

September 1975: Nursing home care in the
United States: Failure in public policy.

September 26. 1975: Medicare and Medicaid
fraud.

November II. 1975: Society's responsibil-
ities to the elderly.

November 13. 1975: Medicare and Medicaid
fraud.

December 5. 1975: Medicare and Medicaid
fraud.

December. 1974: Nursing home care in the
United States: Failure in public policy—an
introductory report.

December 1974: The litany of nursing home
abuses and an examination of the roots and
controversy, supporting paper #1.

February II, 1965: Conditions and problems
in the nations nursing homes. part-I.

February 15. 1965: Conditions and problems
in the nation's nursing homes. part-2.

February 17. 1965: Conditions and problems
in the nations nursing homes. part-3.

February 23. 1965: Conditions and problems
in the nation's nursing homes. part-4.

August 9. 1965: Conditions and problems in
the nation's nursing homes. part-6.

August 13. 1995: Conditions and problems in
the nation's nursing homes. part-7.
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May 5. 1964: Nursing homes and related

long term care services. part-I.
May 7, 1964: Nursing homes and related

long term care services, part-3.
For a listing of Congressional hearings and

reports related to nursing home care since
1987 and/or for a listing of state and national
reports on nursing home care, please contact
The National Citizens' Coalition for Nursing
Home Reform.

[From the Indianapolis Star, Oct. 10. 1995]
EXISTING PROTECTIONS

The Republican Congress has taken steps
to eliminate burdensome federal regulations,
many of which are unnecessary and costly to
individuals and businesses.

But when it comes to abolishing nursing
home regulations, which protect the health
and safety of elderly citizens, some caution
is in order.

Before repealing a law that has vastly im-
proved conditions at nursing homes in Indi-
ana and nationwide, lawmakers sho.jld study
the sordid history that led to its enactment.
They are likely to find this is one area where
uniform federal standards make sense.

At issue is the Nursing Home Reform Act
of 1987, the final phase of which took effect
just this past July. As part of the move to
turn Medicaid into block grants for the
states, Congress is trying to repeal the law
and drastically reduce funding of the nursing
home enforcement system.

The 1987 law—which requires nursing
homes that receive Medicaid dollars to fol-
low good nursing practices and protect resi-
dents' rights—was the result of years of
study, public hearings and documentation of
abuses, such as the use of unnecessary phys-
ical restraints and excessive reliance on
drugs for behavior control.

The standards have been gradually phased
into effect over the past eight years. As of
July 1, agencies such as the Indiana State
Department of Health have federal authority
to levy fines and ban admissions at homes
that violate the standards. As recent experi-
ence has shown, the law has dramatically
changed how officials police bad facilities.

For example: During the entire 11-year pe-
riod from 1984 to 1995, Indiana assessed only
33 fines against nursing homes for violating
regulations. In the three months since July
1, 28 state fines have been levied, three
homes barred from accepting new residents
pending resolution of problems and four
homes scrutinized by state monitors inside
their facilities. In addition, the federal gov-
ernment denied Medicaid to 12 hOmes and is-
sued 48 civil financial penalties.

If the proposed legislation passes, it is
highly unlikely states will replicate the fed-
eral law. In fact, they will be under intense
pressure from the nursing home industry to
deregulate facilities to compensate for Med-
icaid reimbursement cuts. Beds for those
who depend on Medicaid will become sparse
since long waiting lists are already common.

Scott Severns, an Indianapolis attorney
and president the National Citizens' Coali-
tion for Nursing Home Reform, believes fed-
eral rules may actually save taxpayers
money spent on the elderly. As a result of
the '87 law, he notes, hospitalizations of
nursing home residents have dropped 25 per-
cent, which means less spent through Medi-
care.

"Nursing home residents who are hospital-
ized for broken bones, bedsores and infec-
tions from neglect cost far more than resi-
dents who receive proper care," he says.

If Congress wants a compelling reason to
preserve the federal protection, it need look
no further than Ritter Health Care Center in
Indianapolis.

Last month, state inspectors found Ritter
residents tied with gauze to rails and beds
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and smeared with food and' body wastes.
Some were confined to rooms by greased
door handles because too few staff were
available to supervise. One resident on a liq-
uid diet choked on a piece of food.

Ritter had been cited for numerous viola-
tions since 1993. but never really punished.
Thanks to the new federal tools, the health
department moved swiftly this time. The
owners have been fined and denied Medicaid
eligibility. Tragically, residents must now
move elsewhere because of the facility's fail-
ure to correct its problems.

That is how the federal law was designed
to work. That is how it is working in Indi-
ana. At this point, it would be a mistake to
repeal what isnt broken.

IFrom USA Today, Sept. 27, 1995}
DRoPPING FEDERAL RECS IS AN INVITATION TO

TRAGEDY

Eight years ago, after 15 years of argu-
ment, Republicans and Democrats in Con-
gress got together to correct a public embar-
rassment. They passed a law to stop nursing
home operators from abusing or neglecting
the elderly.

They had ample incentive. Reports of resi-
dents lying in excrement, dehydrated, mal-
nourished or overmedicated were common-
place. State regulation was a failure. Public
outrage was high.

It should be just as high now. The regula-
tions created by that law are about to be
weakened or stripped away—victims of a ide-
ological crusade to curb federal authority,
good or bad.

Control would return to the state, despite
their history of failure.

Those pushing the new plan, House and
Senate Republicans, claim their legislation
is not a repeal. They say the law is ineffec-
tive. And they say it's hugely expensive.

All three claims are fiction.
Not a repeal? Under existing regulations

violators are subject to financial penalties,
decertification, denial of payments or take-
over by temporary managers if they violate
health and safety standards. Proposed
changes would weaken enforcement by states
that are vulnerable to powerful lobby groups.
The Senate wouldn't require inspections,
nurse staffing or protections against re-
straints or medication.

Not effective? A government study of 269
homes in 10 states cited impressive results.
The study found hospitalization of nursing
home residents down 25%, use of restraints
down 25%, and detection and punishment of
abuses increasing.

Too expensive? Quite the contrary. A study
of 9.000 Georgia nursing-home residents re-
ports a monthly $76,738 savings by curtailing
unnecessary drug therapy. thanks to the reg-
ulations. And thats not an isolated case.
The National Citizens Coalition for Nursing
Home Reform, a resident advocacy group.
says the changes saved billions in costs at-
tributed to poor treatment.

Even the American Health Care Associa-
tion. representing nursing home owners, says
costs have not been a problem.

In fact, nursing home owners signed onto
the legislation when it passed in 1987. So did
consumer groups. So did state officials. So
did the Institute of Medicine, research arm
of the National Academy of Sciences, whose
1986 report on nursing home conditions led to
the reform.

No credible evidence exists to justify re-
versing course. If changes are necessary they
should be based on the same kind of thor-
ough study and public hearings that pro-
duced the original regulations.

Seniors are in nursing homes because of
advanced age. mental or physical disabil-
ities, to recover from hospitalization or be-
cause they have no one to care for them.
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They are frail and vulnerable. They deserve
all the protection the public can provide.

IFrom the New York Times, Oct. 18. 19951
KEEP NURSING HOME STANDARDS

In its ongoing effort to give more power to
the states, Congress wants to scrap Federal
standards for quality of care in nursing
homes. Given past abuses that the standards
were designed to guard against, and the fu-
ture need for even more nursing homes, this
is an invitation to trouble. There may well
be room to revise the Federal standards to
make them simpler and less costly. But with
vast changes occurring in the health-care
system, the need for Federal standards to in-
sure minimal quality is greater than ever.

It was only about 20 years ago that a series
of media exposés, state government reports
and legislative hearings revealed widespread
abuses in nursing homes, from unsanitary
conditions and malnutrition to
overmedication, neglect and sexual, and
physical abuse. In 1987 Congress passed the
Nursing Home Reform Act, which set na-
tional standards for staff training, individual
assessments of patients and protection of
basic patient rights, including the right not
to be physically restrained, the right to
voice grievances and the right to be notified
before transfer or discharge.

The law has begun to make a difference. In
the mid-1980's, about 40 percent of nursing
home patients were physically restrained:
now, less than 20 percent are, Improved care
has also led to savings on medications and
unnecessary hospitalizations.

Now Congress is trying to reshape the
health-care system by sharply cutting Med-
icaid, which provides about 60 percent of
nursing home funding, and shifting the
money to state control through block
grants. Congress wants to cut $182 billion out
of Medicaid over seven years, which would
likely lead to reduced reimbursement rates
for nursing home services and facilities.

Many states are insisting that, if they are
to assume control of a reduced pot of money,
they must have the power to set their own
nursing home standards to eliminate need-
less costs, House and Senate committees
have separately passed bills that would give
states primary responsibility for setting
quality-of-care standards for nursing homes,
with Washington offering only general cat-
egories to be covered. Nursing home provid-
ers could lean on states to cut back on
standards that they will not be able to live
up to for lack of funds.

Nearly two million people now reside in
nursing homes. But with an estimated 43 per-
cent of people over 65 years of age likely to
spend some time in a nursing home. and an
aging baby-boomer population. the demand
for these facilities will only grow. To aban-
don national standards now may invite a re-
turn to the nursing home disasters of the
past.

Mr. COHEN. We have had over 50—at
least 50—congressional hearings and re-
ports over the years dealing with nurs-
ing homes, going back all the way to
1965. This only starts in 1986. We have
had many more since that time.

But let me just cite you some exam-
ples of what is taking place, even as I
speak.

Recently in Maryland. a resident ex-
pired due to strangulation from an op-
posing restraint because the resident
was not properly wearing a restraint.

In Ohio, we had a resident who died
due to strangulation from a vest-type
restraint that was incorrectly applied.
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In Florida. we had a resident who was

sexually assaulted by a nurse's aid.
In Indiana, a resident was found with

maggots in wounds.
In Ohio. a resident was being fed with

a syringe and aspirated. The staff was
unaware what to do. The resident be-
came cyanotic and was subsequently
hospitalized.

In Louisiana. we had a resident who
was left unattended in a geriwalker
and fell. She hit her head and required
hospitalization.

In Texas, a resident was force fed
with a syringe and aspirated and was
hospitalized.

In Maine. we had a resident die of
pressure sores.

In Indiana. a resident fell down the
stairs and was killed.

In Indiana, a resident in respiratory
distress was left unattended for 7

hours. The resident died.
In North Carolina. a resident re-

quired thickening liquids to prevent
choking. It was not provided. The resi-
dent developed aspiration pneumonia.

In Indiana, a resident was missing
from the facility. He was found two
blocks away.

I could go on for some length this
evening, which I will not do. I suggest
we have to make modifications to this
legislation to make sure that we tell
the States. No, we are not simply
turning it all over to you, that, be-
cause Medicaid has been turned over in
the form of a block grant as such, we
still expect some standards and over-
sight and enforcement on the part of
the Federal Government.'

This is not something that the States
can say. Wait a minute. This is a Fed-
eral mandate here." We have $800 bil-
lion going to the States in the next 7
years. $800 billion. That gives us some
right, it would seem to me. to say that
there ought to be standards that have
been set. They ought to be enforced.
and we ought to maintain a level of
oversight that will, in fact, make sure
that we do not have a repetition of
some of the things that I have outlined
here tdnight. These are just sympto-
matic; these are just a small sample.

I know my friend from New Mexico is
sensitive to this. He served with me on
the Aging Committee. The Presiding
Officer sitting in the chair also serves
in that committee. And we will hear
more about this. We need to make sure
that when you finally come to that po-
sition in life where you have to take a
parent or a grandparent and turn them
into the arms of those who run our
nursing homes—that is just the begin-
ning—we have to make sure that those
facilities are well run, they are well
managed, that the residents are prop-
erly cared for, so that the people who
have entrusted their loved ones into
the hands of these individuals who are
running the nursing homes do, in fact.
treat them with loving care, and make
sure that we are satisfied that that is
so.

Now. Mr. President. I will not take
the time this evening—I have, I think.
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just a few moments remaining—other
than to indicate that my friend from
New Mexico is aware of my concern
about this. I know that he and others
are working along, hopefully. with oth-
ers on both sides to make sure that
this is corrected. I believe it is a defi-
ciency. We need to correct it. And it
should be done, if not this evening, cer-
tainly tomorrow before we proceed fur-
ther. And I yield back.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI addressed the Chair.
Mr. DOMENICI. I yield 2 minutes to

the Senator from California.
Mrs. BOXER. I thank the Senator

very much.
I would like to commend the Senator

from Maine for his words about a hid-
den part of this bill.

It is a very large bill, and in it is a
repeal of Federal nursing home stand-
ards. In the Budget Committee on
which I serve. I raised this issue. I have
spoken about this issue on the floor. It
is truly music to my ears to hear you
speak about this as eloquently as you
have,

I am sure you are aware that Senator
PRYOR has put together an amendment.
I know he was looking forward to
working with you on it, and I am a co-
sponsor of that amendment.

I happen to have had the sad cir-
cumstance of losing my mother a few
years ago. and she died in a nursing
home. Even with the Federal stand-
ards, I say to my friend, it is an aw-
fully difficult situation. The people are
so vulnerable. They are as vulnerable.
in many ways. as little babies. It just
tears your heart out.

To think that we would allow 50 sep-
arate legislatures and 50 separate Gov-
ernors to say. "Well, gee, maybe we
don't have enough money in this,
maybe we do," I think is just too im-
portant.

I am so pleased to hear the Senator
from Maine say that the Senator from
New Mexico. my chairman, is con-
cerned about this matter. I hope we
can reach across the aisle and maybe
restore those national standards.

I think it is something we did be-
cause there was a crying need. I agree
that change is wonderful, but some-
times it does not make sense to change
something when we learned how rough
it was out there in those nursing
homes.

I want to thank my friend very
much. I yield the floor.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. Mr. President. do I
have time remaining?

The PRESIDING OFFICER. Two
minutes and twenty-two seconds.

Mr. DOMENICI. Mr. President. I
yield myself 3 minutes off the bill.

I want to thank Senator COHEN for
his statement tonight and his efforts in
the past on the Aging Committee. He
has done excellent work. Everybody
knows the committee is a factfinding
committee, but you have turned it into
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more than a factfinding committee be-
cause much legislation has come from
the hearings you held.

We had one in the recent past. which
you actually brought forth. with ref-
erence to fraud. saving money. some
abuses on the side of the SSI Program.
which were clearly brought out by your
committee. I thank you for that. and I
can assure you we have your concerns
under our serious consideration, as we
move through in an effort to get a good
bill that passes the Senate and goes on
its way to a conference in the House.

Let me also compliment Senator
ABRAHAM for this particular amend-
ment that we are now addressing. Ac-
tually. nothing bothers senior citizens
more than what they consider to be a
rat's nest as they look at their bills
and they look at the processes and
they receive documentation on what
they owe and what Medicare owes or
what Medicaid owes—total confusion,

Some of them try to find out if they
have been gouged. Some try to find out
if they have been overcharged or even
that they have been charged for some-
thing they do not remember getting.

Frankly, it is so complicated that
they give up. We are losing because of
that, One of the most credible and reli-
able ways to control costs is by having
an informed patient concerned about
costs. In fact, I think that everyone
would agree that over the past 30 years,
one of the reasons that health care
costs have spiraled is because we are
developing a culture where the recipi-
ent of the benefits pays so little or
nothing that they never challenge the
bills and. as a result. if it goes unchal-
lenged long enough. it gets pretty
loose. to be kind of modest in one
statement.

This amendment says we want to
take back the patient, the senior citi-
zen and make them part of the army
that polices fraud and abuse, This says
if, in fact. the senior finds that they
are going to share. by way of a portion
of the recovery that is made, it will be
an incentive to them,

This is new and different. Some
might say it will not work but. frank-
ly. what we have been doing is not
working. So it seems to this Senator
that what we ought to do is adopt this
amendment, make sure it becomes part
of the law. and as we move through our
reform, give seniors more choice which
is going to permit them to be more se-
lective, more concerned and to gain
more from watching the bills. This
ought to become part of the sub-
stantive law of the land.

Mr. President, I yield back the re-
mainder of my time, and I suggest the
absence of a quorum.

Mr. HARKIN. Before the Senator
puts in a quorum call, I hope he will
yield for a question.

Mr. DOMENICI. Without losing my
right to the floor I will,

Mr. HARKIN. This Senator came to
the floor in good faith because I
thought that when time was through.
then there would be an opportunity for
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an amendment. I was going to offer a
second-degree amendment. I wonder
why that is not appropriate to do at
this time.

Mr. DOMENICI. Mr. President. I
humbly apologize. What is the Sen-
ators question again? I was trying to
get your question answered, but I did
not listen to you. So that is not very
good.

Mr. HARKIN. My question was. I
thought under the rules, after the time
on the amendment ran Out, that it
would be open for amendment. I had a
second-degree amendment I was going
to offer. I was going to do it at this
time.

Mr. DOMENICI. Mr. President, let me
tell you what I understood the situa-
tion was, and we have the minority
leader here. I think what we said is the
Abraham amendment will be second-
degreed, and you all can amend it. but
we would like to see the amendment
before we agree to that. I just got the
amendment, and I would like very
much just to look at it for a minute
and get right back to you, during
which time I will ask for a quorum
call. I reinstate my request.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOLE. Mr. President, I ask unan-
imous-consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

UNANIMOUs-cONsENT REQUEST

Mr. DOLE. Mr. President, let me sort
of outline here what we have agreed to
do. I want to thank the Democratic
leader and the Senator from New Mex-
ico and others who have been working
on this, along with the Senator from
Kentucky, Senator FORD.

As I understand it, we have laid aside
the Rockefeller Medicare amendment
and the Brown amendment to Rocke-
feller. The Abraham amendment is
pending. and that will be second-
degreed by Senator HARKIN. After that
debate. that will be laid aside. and then
the Senator from New Jersey LMr.
BRADLEYI will offer a motion to recom-
mit EITC, and Republicans will offer a
first-degree amendment.

Following that, we will recess for the
night, leaving approximately 8 hours
remaining. Then tomorrow morning,
the Senator from New Jersey will have
an additional 20 minutes or 30 minutes
starting at 9 o'clock on the EITC.

Mr. DOMENICI. How much time is
Senator BRADLEY getting? Is he getting
a special privilege or the regular time?

Mr. DOLE. The regular time. He will
save 30 minutes of his allotted time.

Mr. DOMENICI. I think the Senator
should speak tonight. The whole world
will turn him on and turn the baseball
game off.

Mr. BRADLEY. If the Senator will
yield. I think the Senator is quoting
me in my conversation with him. and
he should attribute that to me.

Mr. DOMENICI. I was merely repeat-
ing what the Senator said.
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Mr. DOLE. Anyway, there will be 30

minutes. and then after that, that
would be laid aside and then there
would be a motion to recommit Medic-
aid. and there will be no first-degree
amendments to that. That will be fol-
lowed by either an amendment or a
motion on education. and then a
amendment or motion on deficit reduc-
tion, or an amendment or motion on
rural restoration.

That takes us to approximately 12:30.
at which time we hope to be able to say
that we have worked Out some agree-
ment, where they will have either up or
down votes on their first-degree
amendments or motions to recommit,
and we will have up or down votes.
There will not be any second-degrees
on. say, the Abraham amendment, or
on the other amendments, but vote on
or in relation to, and motions to table.
I think that fairly well covers it. In
other words, if we reach an agreement.
Republicans may withdraw all second-
and first-degree amendments and have
votes in relation to the major amend-
ments. Democrats will do the same on
the amendments pending. That will
take us to 12:30 p.m. tomorrow. Do I
properly State the understanding, I ask
the Democratic leader?

Mr. DASCHLE. Mr. President, that
clearly articulates, I think. the agree.
ment that we have. We will have a se-
ries of amendments tomorrow morning.
I urge all Democratic Senators to be on
the floor to offer the amendments and
participate in the debate. We will con-
tinue to negotiate during that time,
with an expectation of having some
final understanding of whether or not
we can reach an agreement by tomor-
row noon. And then we will work from
there.

Mr. DOLE. That would. in effect.
take care of your so-called tier I

amendments.
Mr. DASCHLE. That is correct.
Mr. DOLE. I make that request. Is

there any objection to my request?
The PRESIDING OFFICER. Is there

objection to the request?
Without objection. it is so ordered.
Mr. DOMENICI. Mr. President, it has

been accepted. but might I ask both
leaders this. It is clear that if we do
not have an agreement and all of the
first-degree amendments that were of-
fered by the Democrats that have been
set aside. we can offer our second-de-
grees to them. is that understood?

Mr. DOLE. That is the understanding
of the two leaders. Hopefully. we can
reach an agreement where they can get
up or down votes or motions to table
and we can have the same. If we can-
not, we are back to square one and we
start voting.

Mr. DOMENICI. Mr. President. might
I thank the minority leader and those
who worked with him. including Sen-
ator ExON and others. We offered you
something a little different than that
and. frankly. I think this accommo-
dates both. and we are very pleased you
were able to help us work it Out. I
thank you very much.

Mr. FORD. Mr. President, may I ask
the distinguished majority leader.
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when do we vote? Are all the votes
going to be stacked? It appears to this
Senator that once you debate an
amendment, you debate the second-de-
gree. you ought to vote on it and then
we lose—maybe that is what you want
to do—but it seems to me that once an
amendment is debated. if there is a sec-
ond-degree amendment. that is debated
and. at that point. we ought to vote on
it rather than keep stacking. I know
you are trying to work out an arrange-
ment here, but something is going to
be retroactive based on whatever the
agreement might be.

Ijust hope that at some point we will
get to where we can vote and get that
part behind us. We understand prob-
ably the numbers of the votes. but
there might be a surprise or two in
this.

Mr. DOLE. I do not disagree with the
Senator. But I think until we have an
agreement, it probably would not
work, because we would be forced. in
effect, to offer amendments and may
not want to offer amendments. We will
keep that in mind. I think you are
right, we ought to have the amendment
and second degree. and then vote. I
think while we are trying to work this
out—well. we should know by 1 o'clock
tomorrow.

Mr. DASCHLE. In addition to that.
Mr. President, I share with the distin-
guished minority whip that it is our in-
tention to try to utilize the time we
have and to avoid second-degrees. if it
is at all possible. to allow us more op-
portunities to offer our amendments.

I ask the majority leader, we have
shared the first and the second tier
with the leader. I am wondering if you
might have the list of Republican
amendments that you are planning to
offer so that we might have the
evening to take a look at them. If that
could be accommodated, that would be
helpful.

Mr. DOLE. The majority whip is
working on a list and when it is avail-
able. we can do that. I think the major-
ity whip is working on that list as I
speak.

Is there any objection?
The PRESIDING OFFICER. It has

been agreed to.
Mr. DOLE. That will be the last vote

today. There will be no more votes
today or during the evening.

AMENDMENT NO. 2957 TO AMEND?NT NO. 2950

(Purpose: To strengthen efforts to combat
Medicare waste, fraud, and abuse)

Mr. HARKIN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Iowa [Mr. HARKINI pro-
poses an amendment numbered 2957 to
amendment No. 2950.

Mr. HARKIN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.
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The PRESIDING OFFICER. Without

objection, it is so ordered.
(The text of the amendment is print-

ed in today's RECORD under "Amend-
ments Submitted.")

Mr. HARKIN. Mr. President. this
amendment is an amendment to the
amendment offered by the Senator
from Michigan, Senator ABRAHAM. and
it deals with waste, fraud, and abuse in
the Medicare system. I might just say
at the outset that while I have no real
disagreements with the amendment of-
fered by the Senator from Michigan—it
is not a bad amendment—it just does
not go very far. There is a lot more
that I think needs to be done in the
whole area of waste, fraud, and abuse
than is encompassed either in the un-
derlying bill or the amendment offered
by the Senator from Michigan.

Mr. President, for the last several
years, I have been privileged to chair
the Appropriations Subcommittee on
Labor, Health and 1-luman Services.
Education and Related Agencies.

In that capacity. at least once a year,
I had a hearing on the issue of waste.
fraud, and abuse in Medicare. Just
about every year I asked the GAO to do
a study on one facet or another of the
waste, abuse, or fraud in the Medicare
System.

We have had several of those, and
two or three inspector general reports
on that subject also during that period
of time.

It seems that every year we would
uncover something and try to take
some action to stop it, and it would
only pop up in another place and be
even worse.

I became convinced over the last cou-
ple of years that major changes had to
be made in the way we address the
issue of waste. fraud, and abuse in the
Medicare Program.

Mr. President, these GAO reports
that we have had done are available to
Senators. Here is one that we had on
medical supplies that was done over
the last year. issued in August 1995.

Let me say for the record what the
GAO found in their study of the pur-
chase of medical supplies. They went in
and did a random sample of supplies
that were paid for by Medicare. They
went behind the supplies to get an
itemized list.

When they looked at it. the result
was startling. The GAO found that 89
percent of the claims should have been
partially or totally denied: 61 percent
of the money paid Out should never
have been paid Out.

That is a lot of money. Mr. Presi-
dent, because last year Medicare paid
out about $6.8 billion for medical sup-
plies. If that sample that GAO took
was representative, and I believe it
probably was. you are talking some-
where in the neighborhood of $4 billion
going for wasteful, duplicative. and
fraudulent spending.

While we may not get all of that. we
certainly ought to be able to get a good
share of that money back for our tax-
payers who are paying this money in.
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There are a lot of other programs.

The computer system that HCFA used,
for Health Care Financing Administra-
tion, the computers are outdated. It is
as if we were all using manual type-
writers, that is how outdated their
hardware and software is. Here is an-
other report we had from the GAO Out-
lining that.

Very briefly, what the amendment I
have offered does is add to the amend-
ment offered by the Senator from
Michigan. Basically, it strengthens the
sanctions against providers who rip-off
Medicare. Those convicted of health
care fraud and felonies would be kicked
Out of Medicare. Maximum fines would
be increased. What we also did, Mr.
President, I think the heart and soul of
the whole thing, is that we have to go
to competitive bidding.

We found, for example, that Medicare
was paying up to 86 cents for a bandage
that the Veterans Administration only
pays 4 cents for. We found in durable
medical equipment that Medicare was
paying up to $3,600 a year for an oxygen
concentrator that only costs $1,000. The
Veterans Administration was reim-
bursing at only about $1,200 a year—
one-third of what Medicare was reim-
bursing. Same for oxygen equipment
and everything.

Time and again, we have found the
Veterans Administration was substan-
tially below what Medicare was paying
for the same items. The reason for that
is because the Veterans Administration
competitively bids for durable medical
equipment, services, and for supplies;
Medicare does not.

Usually, when I tell audiences that.
they cannot believe it, They cannot be-
lieve we would not do something so
simple and straightforward and so mar-
ket-oriented as to require competitive
bidding for supplies, services, and dura-
ble medical equipment.

This started when Medicare first
came in 1965—a fee schedule was set up
for the items, and it has rolled on year
after year after year.

Quite frankly. Mr. President. I say in
all candor, those entities, those compa-
nies involved in this, have had a sweet-
heart deal. They have opposed efforts
in this Congress and in other Con-
gresses to do away with the fee sched-
ule and go to competitive bidding. I
can understand why—because they are
really ripping off the system.

Mr. President, we had a study done
on duplicative claims. Case after case
where a doctor put in for, say. two X
rays; the GAO found Out he should have
only been paid for one X ray. On and
on.

Again, this is because GAO's comput-
ers could not pick it up. We had testi-
mony from one private insurance car-
rier who also did the billing for Medi-
care. They had one set of computers
and software for their private side of
what they did; they had another set for
what they did for Medicare.

The examples were astounding about
how for the same claims. covering the
same items, under the private side the
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computers and their programs would
pick up duplicative claims and spit
those Out So they would not pay it. On
the Medicare side, because of the old
software and computers, they would
not catch it and Out would go the
money for two X rays when only one
was required.

So our amendment, the amendment I
offered, requires competitive bid. That,
I believe—we can do anything we want
to Medicare. Want to cut money. want
to save money in Medicare you can do
all you want to and jimmy the system,
but until we have competitive bidding
we are really not going to get to the
bottom of the extensive amount of
money that goes Out.

What are we talking about? GAO es-
timates that up to 10 percent of Medi-
care spending goes for waste, fraud,
and abuse. You figure $170 billion this
year in Medicare, if we took 10 percent,
that is $17 billion a year. We are talk-
ing about 7 years here. Mr. President,
$17 billion a year for 7 years, and you
have more than enough to take care of
fixing up the Medicare system just by
clamping down on waste. fraud, and
abuse.

I realize we cannot get all of that but
if we could just get half of it. if we
could just get half of it. we would save
our taxpayers and we would save the
beneficiaries from having to pay more
money.

Our amendment provides for that
competitive bidding. It would specifi-
cally prohibit also Medicare payments
for a number of items clearly not relat-
ed to quality patient care.

For example, we found, Mr. Presi-
dent, that Medicare was paying for
tickets to sporting events. personal use
of automobiles, and we even found that
they were paying for travel to Italy to
examine art to be put into a hospital,
Medicare was picking that up. Our
amendment expressly prohibits that.

Another part of our amendment
clamps down on improper payment for
ambulance services. Again, another
GAO report that we had done shows
that ambulance services are charging
the highest rate for ambulance services
even though they are not using all of
the equipment or they are not using
the more expensive ambulance services
when they go out to pick up a patient.

Also, our amendment. as I said, puts
funds in there so they can get updated
computers, so they can stop the double
billing.

GAO estimated that if this amend-
ment, this part of the amendment that
we offered. to require Medicare to em-
ploy the commercial software that is
available and to do it within 6
months—and GAO said they could do it
within 6 months—that in the first year
we could save $600 million just by em-
ploying this software.

Mr. President, our amendment would
strengthen the criminal penalties and
also provide rewards up to $10,000 to in-
dividuals who report violations of the
law which result in criminal convic-
tions for health care fraud.
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Our amendment also provides for uni-

form application process for health
care providers seeking to participate in
Medicare and Medicaid. Right now.
there is just too much paperwork. Our
amendment says one standardized form
for the submission of claims under
Medicare and Medicaid. Again. Mr.
President, that would save countless
millions of dollars.

So. in sum. Mr. President, this
amendment builds on what the amend-
ment offered by the Senator from
Michigan does and what is in the bill.
What is in the bill, and even with the
amendment offered by the Senator
from Michigan, really does nbt get to
the real problem.

I repeat for emphasis' sake, the real
problem in Medicare is lack of com-
petitive billing. All of those who be-
lieve in the market system and who be-
lieve the market system gets you the
best services and the best prices, you
ought to be for this amendment. We
ought to, for once and for all, require
competitive bidding for Medicare just
like we do the Veterans Adrpinistra-
tion.

Mr. President. I yield the floor.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President. I

yield myself such time as I may use to
briefly comment on the amendment be-
fore us. and then I will yield further
time to other Members on our side.

Mr. DOMENICI, Will the Senator
yield 5 minutes to me first and then
proceed?

Mr. ABRAHAM. I will.
The PRESIDING OFFICER. The Sen-

ator from New Mexico is recognized for
5 minutes.

Mr. DOMENICI. In the short time-
frame of this evening, not even an
early part of the day. because I did not
keep tabs on all times. but Senators on
the other side of the aisle—this evening
it was Senator DORCAN and my col-
league. Senator BXNGAMAr'a—took to the
floor and talked about the distribution
of the tax cuts. And Senator DORGAN
said nobody has disavowed and dis-
proved that 50 percent goes to the very
wealthy people.

Mr. President, the truth of the mat-
ter is that was first reported in the
Wall Street Journal article, and the
Joint Tax Committee writes the chair-
man of the Finance Committee a letter
on October 24. Let me read a para-
graph.

No factual basis exists for the assertion
(since retracted) contained in the Wall
Street Journal of last week asserting that
one-half of all households would experience a
tax increase under the Senate Finance Com-
mittee revenue [package].

In other words, it was retracted by
the Wall Street Journal but it contin-
ues to be used. And in this letter the
Joint Tax Committee states the follow-
ing. and let me read it. Calendar year
1996. without EITC changes.

Some will say wait. you have to have
EITC in it. I will put it in. Just a
minute.

For 1996. it says, Under $75,000 is 77
percent: under $I00.D00 is 90 per-cent."
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In 1996, they confirm that the tax cut,
that 77 percent goes to people under
$75,000 in earnings.

In the year 2000, because there are
some changes—let us put it all on the
table—68 percent of the then-completed
tax cuts go to $75,000 and under. and 83
percent to $100,000 and less.

Now, let us use EITC, since Chairman
ROTH asked them: Check about the
EITC. So we make sure we got that.
With the EITC tax changes, this con-
firmation letter says the following. In
1996. the tax distribution is as follows:
"Under $75,ODO, 75 percent. Under
$100,000, 89 percent." It has been
changed by 1 percent. from 90 percent
to 89 percent.

In the year 2000, with the EITC tax
changes. 65 percent of the distribution
is wage earners under $75,000 and 81
percent under $100,000.

If you are talking about taxes. that
is the authentic story, from the au-
thentic source. And this one, even the
President has decided not to do his
own. Everybody uses the Joint Tax
Committee. And they are saying this.

So, when anyone comes down on the
other side and says nobody has dis-
proved it, disavowed it, we are going to
put the letter in the RECORD.

I ask unanimous consent it be print-
ed in the RECORD at this point, the let-
ter dated October 24, and I yield the
floor.

There being no objection. the letter
was ordered to be printed in the
RECORD, as follows:

CONGRESS OF THE UNiTED STATES,
JOINT COMMITFEE ON TAXATION.

Washington, DC, October 24, 1995.
Hon. WILLIAM V. ROTH, Jr.,
Chairman. Senate Finance Committee,
Senate 0/lice Building. Washington, DC.

DEAR CHAIRMAN ROTH: I am writing in re-
sponse to your letter of October 23. 1995. in
which you asked me to address several ques-
tions with respect to the revenue rec-
ommendations approved by the Senate Fi-
nance Committee on Thursday, October 19,
1995, and previously approved reforms to the
Earned Income Credit ('EIC"). The high-
lights of my response to your questions are
set forth immediately below. Detailed an-
swers to each of your questions are provided
in the supplemental submission which ac-
companies this letter.

No factual basis exists for the assertion
(since retracted) contained in the Wall
Street Journal of last week asserting that
one-half of all households would experience a
tax increase under the Senate Finance Com-
mittee revenue recommendations—even if
one were to include the effects of the EIC re-
forms previously approved by the Senate Fi-
nance Committee.

The Joint Committee on Taxation did not
change its distribution analysis of the Sen-
ate Finance Committee's revenue rec-
ommendations. Our analysis of this set of
proposals indicates:

PERCENTAGE OF TAX REDUCTION ID INCOME CLASSES

Pcent
Calendar year

Under Under
$75000 $100,000

1996 77 90
2000 68 83

The distribution analysis does not change
significantly if one also includes the EIC re-
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forms (including the EIC outlay reductions)
approved by the Senate Finance Committee
in a separate mark-up (as requested by Sen-
ator Moynihan):

PERCENTAGE DF TAX REDUCTION TD INCOME CLASSES

Percent

• Calendar year
Under Ur1er

$15000 $100,000

1996

2000
12
61

88
79

At Senator Nickles' request we also pre-
pared an analysis of the Senate Finance
Committee's revenue recommendations, in-
cluding the effects of EIC reforms previously
approved by the Senate Finance Committee,
but limited to the revenue effects of the EIC
reforms, i.e., excluding the outlay or spend-
ing portion of the proposed EIC reforms.
That analysis indicates the following:

PERCENTAGE OF TAX REDUCTION TD INCOME CLASSES

Percent

Calendar
Under Under

$15000 $100,000

1996...... ..

2000
IS
6S

89
81

With respect to the Senate Finance Com-
mittee's previously approved EIC reforms,
our analysis of the combined effects of the
Senate Finance Committees EIC reforms,
the $500 child credit and marriage penalty re-
lief for 1996 indicates that less than 1.5 per.
cent of all households will have in income
tax increase as a result of the EIC reforms.
Other key points to consider include: 3.6 mil-
lion households without children would no
longer receive an EIC beginning in 1996. This
reform reinstates the pre-1993 policy of pro-
viding an EIC only to families with children.
Approximately 1.2 million households will
owe income taxes as a result of this change.

Of the remaining 14.7 million households
with children who would be eligible for the
EIC. approximately 14 million would not
have an increase in their income taxes over
current law. Approximately 700.000 house-
holds would owe income taxes because of the
Senate Finance Committee's EIC anti-fraud
and illegal alien provisions and the affluence
reforms that count certain types of income
in determining eligibility for the EIC.

Families who are currently eligible for the
maximum EIC (families with children and
having adjusted gross income under $12,000)
will receive an even larger EIC next year and
thereafter. For example: (i) The maximum
EIC for a family with one child will increase
from $2,094 in 1995 to $2,156 in 1996. (ii) The
maximum EIC for a family with two or more
children will increase from $3,110 in 1995 to
$3,208 in 1996.

In addition. since these families would not
owe any taxes under the Senate Finance
Committee's revenue recommendations, the
full amount of their EIC would represent an
outlay payment from the Federal govern-
ment.

Families living at or near the poverty line
(one-child families with earnings under
$12,500 and two-child families with earnings
under $15,500) would continue to receive an
EIC in excess of the familys Federal payroll
taxes (employee and employer shares).

Even after the Senate Finance Commit-
tee's EIC reforms. the cost of the EIC would
exceed $20 billion in 1996 and thereafter.

The share of federal taxes paid by higher
income individuals under the Senate Rec-
onciliation bill would actually increase as
compared with Federal taxes paid under cur-
rent law.
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If you have any questions about this infor-

mation. please do not hesitate to Contact
me.

KENNETh 3. KIES.
Chief of Staff

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. ABRAHAM. Mr. President. I
yield myself as much time as I may
need just to make a couple of com-
ments on the second-degree amend-
ment to the first-degree amendment.
and then I will yield the balance of
time on that point.

The Senator from Iowa commented
that the first-degree amendment was a
good amendment, but not nearly ade-
quate to deal with the issues of fraud
and abuse in the Medicare system. I do
not disagree with that point. It was not
intended to be the comprehensive solu-
tion to fraud and abuse problems with
Medicare.

Indeed, we do not need that in my
amendment because the reconciliation
bill includes a whole variety of projects
and sections which try to address these
problems.

First, the Senate Republican pro-
posal directs the Secretary of HHS.
through the inspector general, and the
Attorney General to establish a joint
program to coordinate Federal, State,
and local law enforcement efforts to
combat health care fraud and abuse.

Second. our bill creates a new health
care antifraud and abuse account to
cover the cost. of this coordinated
health care antifraud and abuse pro-
gram between the inspector general at
HHS, the FBI, State fraud control
units, and Department of Justice pros-
ecutors. All moneys collected in the
form of penalties, fines, forfeitures,
and damages from health care fraud
cases will be turned back over to the
Medicare hospital insurance trust fund.

Third, the bill establishes new health
care antifraud and abuse guidelines re-
lating to safe harbors, interpretative
rulings, and special fraud alerts. For
instance, under this provision, any per-
son may request the HHS inspector
general investigate and issue a special
fraud alert informing the public about
suspected fraudulent activities against
Medicare or Medicaid.

Fourth, the bill strengthens current
sanctions by requiring the Secretary of
HI-IS to exclude from receiving Medi-
care or Medicaid payment individuals
and entities against whom there have
been convictions for fraudulent activi-
ties.

Fifth, we create intermediate sanc-
tions for the Secretary of HHS to use
against Medicare HMO's which fail to
live up to contractual responsibilities.
Civil monetary penalties range from
$10,000 to $100,000.

Sixth, our bill establishes a national
health care fraud and abuse data col-
lection program and requires the infor-
mation collected be made available to
Federal and State government agencies
and health care plans.

Seventh, this proposal increases the
amount of civil monetary penalties for
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current law, adds new offenses to those
subject to civil monetary penalties,
and requires that all civil monetary
penalties be used to reimburse the
Medicare or Medicaid program and any
remaining dollars be returned to the
health care fraud account.

Eighth, for the first time, a health
care fraud section is added to the
criminal code.

Ninth, this measure extends the au-
thority of State health care fraud con-
trol units by allowing the Units to in-
vestigate other Federal fraud abuses
and allowing investigation and pros-
ecution in the case of patient abuse in
non-Medicaid board and care facilities.

Finally. Mr. President, the 10th rea-
son the Senate Republican bill is tough
on fraud and abuse is that it will clar-
ify existing provisions of the criminal
antikickback law in the areas of dis-
counting and managed care related to
Medicare choice plans. Direct the Sec-
retary of HHS to study the benefits of
volume and combination discounts to
the Medicare Program and develop reg-
ulations based on the findings of such a
study.

And Ijust conclude my statement by
saying we have worked hard already in
this legislation to address the areas of
fraud and abuse in Medicare to try to
save the taxpayers dollars. I would
just add this point. As I inspected the
things that we had already done. it
struck me the one missing ingredient,
important missing ingredient was to
provide an incentive whereby the Medi-
care beneficiaries themselves could
help us to solve these problems in the
years ahead and to provide an incen-
tive for the Medicare beneficiaries to
help us solve these problems in the
twin approaches which we have Out-
lined in our amendment.

That said, at this point—
Mr. HARKIN. Will the Senator yield

just to engage in a 2-minute colloquy?
Mr. ABRAHAM. I committed time at

this point to other Members. Maybe
they would be able to yield at this
point, but I have to, at this point, yield
my time to the Senator from New
Hampshire.

Might I make an inquiry as to how
much time we have left?

The PRESIDING OFFICER. The Sen-
ator has 22½ minutes.

Mr. HARKIN. I just wanted to ask
one very small thing.

Mr. ABRAHAM. Sure.
Mr. HARKIN. The Senator was very

thoughtful. As I said, I do not really
have much argument with what is in
the bill. I am not trying to undo what
is in it. nor the Senator's amendment.
But I still think the heart and soul of
this is competitive bidding. I hope the
Senator will think about that. Maybe
we might reach some agreement on
this. But I think the time is long past
when we should put out competitive
bidding just like they do in the Veter-
ans Administration. I hope your side
might take a look at that.

I thank the Senator.
Mr. ABRAHAM. At this point, I

would like to yield 12 of our remaining
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minutes to the Senator from New
Hampshire, to be followed by 10 min-
utes to the Senator from Idaho.

The PRESIDING OFFICER The Sen-
ator from New Hampshire is recognized
for 12 minutes.

Mr. GREGG. Mr. President, I thank
the Senator from Michigan for yielding
this time. I think it is important at
this juncture in the debate, because so
much has been discussed relative to the
impacts of the Medicare activity with-
in this bill and all these numbers that
have been put on the floor, to maybe go
back and review where we are. espe-
cially in the context of this amend-
ment that has been brought forward by
the Senator from Michigan. which is an
excellent amendment, and the amend-
ment which has been brought forward
by the Senator from Iowa, because the
Senator from Iowa keeps referring to
the fact that the essence of cost con-
trol in Medicare should be competitive
bidding.

If that is the Senators position, and
that is the position of the Members on
the other side of the aisle, then they
should be embracing with enthusiasm
the proposal for strengthening Medi-
care which we have put forward in this
bill because our proposal is competi-
tive bidding. What we are saying to the
senior citizens of this country is today
you are locked into a single-source pro-
vider, or approach called fee for sei-v-
ice. But we are going to open the mar-
ketplace up to you. We are going to
give you. the seniors of this country.
choices—essentially the same choices
in concept that Members of Congress
have. We are going to allow you to
choose between groups of doctors prac-
ticing together in what is known as
PPO's. and doctors practicing together
with hospitals in what is known as
HMO's, and groups of doctors and hos-
pitals practicing together in all dif-
ferent kinds of imagination for which
we do not have names and titles for,
euphemisms, initials. and titles for:
medical savings accounts, and your
present fee-for-service proposal which
you can participate in. We will not
limit your ability to participate in
that. But we will open the marketplace
to competitive bidding for your dollars
that you are spending on Medicare
today and on your health care.

That is the essence of our proposal. It
is to bring the marketplace into the
Medicare system. something that has
been ignored over the last 20 years as
we have seen Medicare evolve.

The impact of doing that is essen-
tially what the Senator from Iowa has
mentioned. He thinks the impact of
bringing competitive bidding into a
narrow band of purchasing activities
on Medicare. the impact of bringing
competitive bidding to the entire con-
cept of health care and the market-
place into the Medicare system. is to
control the rate of growth of costs of
the Medicare system. Why are we doing
this? We are doing it because if we do
not control the rate of growth for the
Medicare system we have been told by

Sincerely.
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the Medicare trustees that the Medi-
care system will go bankrupt. Unfortu-
nately, earlier today we heard about
the fact that statements were made on
the other side of the aisle from some of
the Members that we. in controlling
the rate of growth of the Medicare sys-
tem, are undermining the Medicare
system: the fact we are trying to keep
the Medicare system from growing at
the 10-percent rate of growth, which
the trustees have said is going to lead
to bankruptcy, is being construed on
that side of the aisle as somehow irre-
sponsible.

I find it very difficult to follow the
logic of that argument because, as the
trustees have told us. a 10-percent rate
of growth is not sustainable, and will
lead to bankruptcy. How can you come
forward on the floor of this Sepate and
say that, when we are trying to control
that rate of growth and allow a rate of
growth which is sustainable which al-
lows the trust fund to remain solvent.
we are being irresponsible?

The irresponsibility lies with those
who continue to allow the costs to es-
calate uncontrolled at a 10-percent rate
of growth and, therefore, would lead to
bankruptcy of the system. The way we
are planning to control those costs is
through competitive bidding, using the
marketplace, giving seniors options
which they presently do not have, to go
Out and choose different forms of
health care delivery: being absolutely
clear at the same time that, if they
want to stay in the system they want
today, if they want to stay in fee for
service, they can do that.

What has been the experience that
leads us to believe that by giving sen-
iors more choices we will end up being
able to control the rate of growth in
health care costs? It is what has hap-
pened in the private sector. The private
sector, over the last 5 years especially,
has seen a major move of employee. in-
sured groups going from fee for service
into some sort of coordinated care de-
livery. some sort of fixed cost insur-
ance program. The experience has gen-
erated some fairly clear guideposts for
us in the public sector as we attempt
to give our seniors who are getting
Medicare today the same type of op-
tions that those of us in the Senate
have, and that many people in the pri-
vate sector have, which is the oppor-
tunity to choose different types of
health care delivery services.

This chart that I have here reflects
what has happened in the private sec-
tor as we have seen a movement of ap-
proximately 60 percent of the popu-
lation from fee for service into dif-
ferent types of coordinated care, or
care with a fixed cost paid up front.
This red line is the rate of inflation in
health care costs. The blue bars indi-
cate the rate of enrollment in managed
care types of plans. As you see with the
managed care enrollment going up, the
rate of health care costs, inflation, has
gone down. In fact, it has dropped by
about 50 percent. It has dropped so
much that, for example, in the Federal
employee plan, which is the plan that
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basically we are tracking at least in
concept—not specific but in concept—
with what we are going to offer senior
citizens, last year the Federal em-
ployee plan had no health care infla-
tion. This year it will have no health
care inflation. Last year it actually
had a drop in health care inflation. So
there was actually a negative increase
in premium costs.

That is why we believe that when we
give seniors the option to participate
in a marketplace. why when we bring
the marketplace forward to compete
for the seniors' dollars, we will see the
type of efficiency which is inherent in
a capitalist system. in a marketplace
system. in the type of approach which
the Senator from Iowa has said will
work in a narrow band. It will work in
a broad band also.

Therefore, under our plan we are es-
sentially going to be able to address
not just the narrow costs of how much
a bandage costs but the broad costs,
the overall health care delivery system
cost for our senior citizens. That, of
course, should be our goal. Why should
it be our goal? Let us get back to why
that should be our goal—controlling
the rate of growth of health care costs.
Because, if we do not control that rate
of growth, once again it is important
to emphasize the fact that the hospital
trust fund goes broke. It goes bank-
rupt.

Once again, I want to point Out that
I keep hearing this number on the
other side of the aisle that all we need
is $89 billion to adjust the Hospital
Health Care Trust Fund. That number
is simply not accurate according to the
trustees' report. The trustees' report
was very definitive in stating that in
order to get actuarial solvency of the
hospital trust fund of the most mini-
mal nature, the absolute bare mini-
mum actuarial solvency, you need an
adjustment that amounts to $387 bil-
lion over 7 years. not $89 billion.

So by using the method of creating
competition for seniors, we expect to
be able to control the rate of growth of
costs. And we are really not control-
ling it all that much, quite honestly.
We are talking about still allowing the
rate of growth of Medicare to be 6.5
percent. essentially the same rate of
growth of health care that the Presi-
dent wanted. As pointed Out earlier by
Senator NICKLES on this floor, the
President's budget, as it was sent up,
allowed for a rate of growth in Medi-
care which was essentially the same as
our rate of growth in Medicare.

Why did the President send those
numbers up? Because the President un-
derstands or at least his trustees un-
derstand that a rate of growth which
we are presently suffering from—the
10-percent rate of growth—is
unsustainable, and will lead to bank-
ruptcy. You have to slow that rate of
growth. But a 6.5-percent rate of
growth is a huge—an absolutely huge—
infusion of money into the Medicare
system. That infusion of money—I will
return to another chart which I had
earlier—which represents $349 billion of
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new spending on Medicare over the
next 7 years will be the type of dollars
necessary to generate competition in
the marketplace for our senior citizens
as they go Out in the marketplace and
look for different types of health care
to obtain.

How much time do I have remaining?
The PRESIDING OFFICER. The Sen-

ator has 1 minute and 6 seconds re-
maining.

Mr. GREGG. I am running Out of
time. I probably will not have time to
touch on it. But let me simply say in
concluding on this point that the plan
which we as Republicans have put for-
ward is a plan which fundamentally
strengthens the Medicare system.

It says to seniors that we are going
to give you an opportunity to partici-
pate in similar programs that Members
of Congress and Federal employees
have, the opportunity to go Out in the
marketplace and look at different
health care plans and decide which one
is best for you.

And remember, we also say in our
plan that if you, the senior, happen to
purchase a health care program which
costs less than what it presently costs
us as a Federal Government to pay for
your fee-for-service health care, we are
going to let you keep the savings.

For example, in New England, for the
average senior we are paying about
$5,000. To the extent that senior is able
to go Out and find a health care plan
that has to supply the same basic bene-
fits and will probably supply many
more—eyeglasses, some sort of drug
benefit—to the extent that senior gets
that plan because the marketplace
prices that plan at a lower price, say
they get it for $4,500 instead of $5000.
we are going to let the senior under our
plan keep up to a minimum 75 percent
of that $500 or possibly the whole $500,
which is another huge marketplace in-
centive to control costs because it
makes seniors thoughtful and, yes,
cost-conscious purchasers of their
health care.

It also creates in the marketplace a
tremendous dynamic to compete for
those senior dollars, which is the whole
theory behind what we think is known
as capitalism and what we think will
generate, first, better and higher qual-
ity care and, second, care which will be
more cost-effective and therefore will
be affordable and therefore will guar-
antee the solvency of the trust fund.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. GREGG. I thank the Chair.
The Senator from Idaho.
Mr. CRAIG. Mr. President, Ijoin my

colleagues tonight to debate this most
important provision of the Senate rec-
onciliation bill that is before us and
the Republican proposal that I am so
proud to support because of the kind of
elements that we have put before the
American public as truly positive
change, while at the same time rec-
ognizing I think some of the very real
needs that many of our citizens have.
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The one that the Senator from New

Hampshire has just addressed and the
one I will spend some time with this
evening that I think is critical for us
to understand, of course, is Medicare
and the changes we are proposing to
bring stability and strength to the sys-
tem and the kind of choice and inde-
pendence that the seniors of this coun-
try. who are the recipients. the bene-
ficiaries of this program. have expected
and deserve to expect from their Medi-
care program.

The Senator from Iowa this evening
has introduced a competitive bid bill in
the antifraud and abuse provision of
Medicare reform, and for a few mo-
ments this evening I think it would be
very important to spend some time
with that and to understand it.

The Senator from Michigan has put
forth an amendment that addresses
many of the provisions and adds to
many of the provisions of the Repub-
lican proposal as it relates to Medicare
reform; that I think is a tremendously
positive approach; that in combination
with the 10 reforms already in our leg-
islation, when scored by the Congres-
sional Budget Office, represents a pro-
posed savings to Medicare of $4.1 bil-
lion.

Now, I must say that I am told the
amendment of the Senator from Iowa
has not been scored, and I wish he were
in the Chamber so that I could seek
that Out with him, and if he returns I
will ask him that question. because as
we strive to balance the budget and
keep ourselves on course as the Amer-
ican people have asked us to, it is im-
portant that amendments that come to
the floor, if they are credible, if they
really want to vote on them, ought to
be scored. Ours has been, and it does
represent a $4.1 billion savings.

What is significant about that is rep-
resentative of what is going on in
health care delivery today in this coun-
try and the fact that there are dedi-
cated efforts at defrauding both the
American taxpayer and the consumer
of Medicare benefits.

Senator COHEN was in the Chamber
this afternoon or later this evening. He
serves as the chairman of the Senate
Special Committee on Aging. I have
the privilege of serving on that com-
mittee with him. Over the last several
years, both he and Senator PRYOR, who
chaired that committee before him,
and I and others who have served on
that committee have held a series of
hearings to try to ferret out and under-
stand the kind of waste, fraud. and
abuse especially being perpetrated on
the seniors of this country that would
have the kind of impact on Medicare
that it currently has.

Let me give you a couple of figures,
Mr. President. As much as 10 percent of
U.S. health care spending or about $100
billion is lost each year to health care
fraud and abuse. That is a phenomenal
figure. And yet we believe it is reason-
ably accurate. Over the last 5 years, es-
timated losses from these fraudulent
activities have totaled $408 billion.
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Now, that is not the only program or

benefit that would have gone to the
senior. That is tax money. That is the
hard-working, tax-paying American
citizen's dollar that some charlatan is
making off with because they have
learned to game the system and be-
cause we have not been able to catch
them in gaming the system, or at least
we certainly have not caught them at
the level that I think all of our tax-
payers would want.

So the 10 provisions that are in our
Medicare reform bill, that were spoken
to earlier this evening, along with the
additional provision in the amendment
from the Senator from Michigan, will
register a savings of about 5 to 6 bil-
lion. and that is significant. That is big
dollars where I come from, big dollars
in anybody's estimation, and when it
comes to delivering health care needs
to our seniors, those are truly impor-
tant dollars.

One of the things that is most signifi-
cant in all of this, while we create
brand-new bureaucratic schemes to fer-
ret out all of this. i the very simple
concept with which the Senator from
Michigan has come forward. That is
that individual Medicare beneficiaries
report suspected fraud and abuse and
we create an incentive program to
allow them to do that.

Let me tell you why that is impor-
tant. I think if every Senator would
stop for just a moment, they could re-
member almost instantly that within
the last several months they have had
1, 2. 3, 5, 10 letters from Medicare re-
cipients in their State questioning
whether their bill was accurate, wheth-
er they had been bilked out of a service
that was not delivered and whether in
fact their account had been charged.

Mr. President. less than 3 months
ago, a former citizen from my State,
who now lives in California. called my
office one day. I had not heard from
this man in years. He had happened to
be from my hometown. He is now re-
tired and living in California. and he
had major surgery. and he is on Medi-
care. For some reason. he thought
something was wrong with the billing:
that he not only had been overcharged
but there were fraudulent charges in-
volved.

He sent me all of his material and
said, "Senator, I know I no longer live
in your State but we have known each
other over the years. Would you look
into it?"

Mr. President, we looked into it. It
was thousands of dollars of billing that
he was questioning. Within a period of
about a month, we had discovered, in
working with HCFA and working with
Medicare. that this was. in fact. fraud-
ulent billing.

Now, that is only one example, and I
have chosen not to use his name to-
night because I did not ask his permis-
sion. but I have done that on many oc-
casions in working with my constitu-
ents, and I know nearly every Senator
in the Senate has. We recognize with-
out question that the current structure
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of Medicare simply cannot get at the
kind of waste, fraud, and abuse that is
current and prevalent within the pro-
gram, and in trying to secure it, trying
to make it stable, being able to turn to
our citizens and say to them that Medi-
care will be there in the out years,
strong and ready to serve them and
their needs. we must get at these pro-
grams. They must result in the kinds
of savings, more importantly, the kind
of tightening up of it, that I think is so
critically necessary.

So the 10 provisions we have talked
about, certainly the one that the Sen-
ator from Michigan has offered that
creates the incentives for the bene-
ficiaries themselves to become in-
volved, working with Federal, State,
and local law enforcement units to
combat especially the fraud sides of
the program, are going to be increas-
ingly valuable, and this is what I am
proud to say we have offered. It has
been scored. It saves $4.1 billion over
the period of this legislation, and that
is of critical need to all of us.

Mr. President, may I inquire how
many minutes are remaining in my
time?

The PRESIDING OFFICER. The Sen-
ator has 1 minute.

Mr. CRAIG. As we continue the de-
bate over the next 12 to 14 hours, Mr.
President, I hope that those citizens of
our country who are watching will rec-
ognize the importance of what we do:
and that is, for the first time in my
time in public service for the State of
Idaho, that this Congress will truly
bring about a balanced budget pro-
posal, and one that will set our Govern-
ment in motion toward a balanced
budget.

This is exactly what the American
people were asking for last November.
They were asking us not only to
change the way Government thinks
and acts, most assuredly the way Con-
gress thinks and acts, but to do the
kinds of things that we are doing in the
Medicare reform, to clean it up. to sta-
bilize it. to give them choice. to give
them the freedom of not just fee for
service, but the kinds of options that
the private citizen of this country has.
and to keep the program.

We know we can balance the budget
and allow these programs to continue
to serve the truly needy in our country
and those that are direct participants,
like the Medicare beneficiaries, and to
do so in a way that allows the program
to remain strong and assures that in
the long term we will be able to have a
balanced budget, turn to the American
people and say, "We've done it. Your
debt is now under control." Let us then
begin to work on debt structure.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Who yields time?
Mr. BRADLEY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Jersey.
Mr. BRADLEY. Mr. President. I ask

unanimous consent to lay the pending
amendment aside.
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The PRESIDING OFFICER. Without

objection, it is so ordered.
MOTIOr'J TO COMMIT

Mr. BRADLEY. Mr. President. I send
a motion to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The legislative clerk read as follows:
The Senator from New Jersey [Mr. BRAD.

LEYI moves to commit the bill 5. 1357 to the
Committee on Finance with instructions
that the Committee on Finance report the
bill back to the Senate within 3 days (not to
include any day the Senate is not in session)
with identical language. except that the
Committee on Finance shall strike sections
7462, 7463, 7464. and 7465 of the bill. The Com-
mittee on Finance shall also include provi-
sions which offset the revenue losses from
the striking of such sections with an elimi-
nation of corporate tax welfare provisions.

The PRESIDING OFFICER. The Sen-
ator from New Jersey is recognized for
one-half hour.

Mr. BRADLEY. Mr. President, I
know that this debate is being held op-
posite the eighth inning of the World
Series. And I will keep all Members in
the Senate guessing as to what the
score is, so we can focus on the issue
before us. which is the earned-income
tax credit.

Mr. President, the earned-income tax
credit is a way to provide tax relief to
working Americans of modest income.
It is the most significant tax relief pro-
vided to working Americans of modest
income that we have seen in the last 20
years. It has given many who are striv-
ing to make a better life for them-
selves and their families under very
difficult circumstances the money they
need to send their kids to parochial
school, the money they need to maybe
buy a little bigger apartment. pay the
utility bills. It gives them the money
that allows them to continue up the
ladder of upward mobility.

Mr. President. the bill that we are
considering now raises taxes on those
working Americans. It essentially de-
fers the third year of the tax cut that
was passed in 1993 for those working
Americans. In 1981, we passed a tax cut
that benefited disproportionately the
wealthy, and Democrats constantly
made the debate that we should defer
the third year of that tax cut because
the wealthy did not need more tax re-
I ief.

We now have a proposal where the
third year of a tax cut is about to be
provided to working Americans of mod-
est income, and the Republicans are at-
tempting to defer that tax cut for
working Americans of modest income.

Mr. President, I oppose this effort. I
opposed it in the committee. I think
that it is shortsighted. I think that it
is not progrowth. I think it is not
profamily. I think to raise taxes on
families earning under $28,000 a year in
income is an antifarnily, antigrowth
measure.

Mr. President. in this bill, according
to the Department of the Treasury. al-
most 50 percent of the tax breaks go to
people making more than $100,000 a
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year: at the same time, families with
incomes below $30,000, which represent
over 40 percent of the American fami-
lies, face a tax increase.

Now, Mr. President, if this were the
only measure in this bill, this tax in-
crease on working families, I would op-
pose it. If it were the only measure in
the bill, I would oppose it. But it is not
the only measure in the bill. There are
many other provisions that benefit
many special interests, but there is one
provision, in addition to this tax in-
crease on working Americans of mod-
est income, that I think draws the dis-
tinction between the parties very
clearly, and that is the estate tax pro-
vision in this bill.

The estate tax is, of course, a tax as-
sessed when one passes one's estate on
to one's heirs. There is a $600,000 ex-
emption, meaning that if you have an
estate, when you pass away, if it is
under $600,000 you pay no estate tax.
Every year only 1 percent of those who
die pass on estates of more than
$600,000. Only 0.2 percent of those who
die in a year pass on estates of more
than $2 million.

Embodied in this bill that increases
taxes on families working and earning
under $30,000 a year, is a tax cut for es-
tates of $5 million, a tax cut of $1.7 mil-
lion on average. Let me repeat that. In
this tax bill is a tax cut of $1.7 million
for estates valued at $5 million.

Once again. Mr. President. the dis-
tinction is stark. While on the one
hand, a $1.7 million tax cut is given to
estates of $5 million, we have a tax in-
crease on families earning under
$30,000. I personally cannot understand
the politics of this. I do not understand
the politics of why. I do not understand
the politics of really to whose advan-
tage it lies, except those who get the
$1.7 million tax cut.

So. Mr. President, the amendment
that I have offered says, Let's not in-
crease taxes through eliminating the
earned-income tax credit.' I will get to
that in a minute.

But the other thing that this tax cut
does is, frankly, increase the national
debt. Let me repeat that. This tax cut
increases the national debt. This is a
deficit reduction package. A deficit re-
duction package is for the purpose of
reducing the national debt. This in-
creases the national debt.

Why? Because in the budget resolu-
tion, there is a provision that says if
there is an economic benefit from all
this budget cutting, then that eco-
nomic benefit, in its total amount, will
be spent as a tax cut. That is what the
budget resolution said.

The CBO says if we enact this budget
with these budget cuts that it will save
about $170 billion that according to the
budget resolution, over a period of 5 to
7 years, would be used for a tax cut.

But this tax cut costs $221 to $224 bil-
lion. So this tax cut adds about $54 bil-
lion to the national debt over this pe-
riod. There is no disputing those num-
bers. There are no mysterious letters
from the Joint Tax Committee. There
are no nuances on words, no playing on
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the difference between income. Social
Security, and excise. There is just a
stark number, a $54 billion more in-
crease of the national debt.

So it seems to me that on two
grounds. this is not merited. First, be-
cause it gives it away to estates of $5
million a $1.7 million tax cut and raises
taxes on families earning under $30,000.

In addition to that, it increases the
national debt by $54 billion over the pe-
riod of this bill. But that is not the
worst when it comes to the question of
the national debt. because immediately
after the window of 7 years, there is an
explosion of debt.

For example. the capital gains provi-
sion will cost about $40 billion in the
first years. which is about $5 to $6 bil-
lion a year. but in the remaining years,
it costs $30 billion. So it jumps from $10
billion, $11 billion. $12 billion a year. Or
take the IRA proposal; the backloaded
IRA cost $7 million in the first 7 years.
and $12 billion, a little less than $2 bil-
lion a year, and in the next 3 years
costs $21 billion, which is another $7
billion a year.

So talking about the budget deficit.
this is an explosion of the debt, an ex-
plosion of the debt in the outyears. On
both those grounds. I strongly oppose
these provisions.

The question is. is this a tax in-
crease? We have a very skillful maneu-
vering being exercised by the other
side. The distinguished Senator from
New Mexico reported his numbers that
for people earning under $75,000, 72 per-
cent of the tax cut goes to people earn-
ing under $75,000 a year. True. But let
us look a little deeper. The bulk of that
goes to people earning between $30,000
and $75,000. The tax increase on fami-
lies earning under $30,000 is still there.

In other words, what the distin-
guished Senator from New Mexico said
can be true and still not refute the fact
that there is a dramatic tax increase
on families earning under $30,000.

Then, of course. we have this famous
joint tax study which concludes that
less than 1.5 percent of all households
will have an income tax increase as a
result of EITC reforms. 'There it is,"
says the Senator from New Mexico and
the Senator from Delaware. 'only 1.5
percent have an income tax increase."

Maybe, but what about Social Secu-
rity taxes? If you are earning $25,000 a
year, the income tax is going to be a
big problem; you are going to pay it.
The big tax you pay is a Social Secu-
rity tax, and the earned income credit
is for the purpose of offsetting taxes
and Social Security taxes. So every-
thing that the Joint Tax Committee
says in their letter can be true and a
$20 billion increase in Social Security
taxes can still be valid.

So, Mr. President, anyway you cut
this, this results in a tax increase for
families earning under $30,000 a year.
In my State. which has the second
highest per capita income, that means
about 13 percent of the families in my
State will have a tax increase.
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I saw the distinguished Senator from

New Mexico on the floor saying 40 per-
cent of the families in his State would
have a tax increase because they earn
under $30000 a year. That is because
their per capita income is lower.

So, Mr. President, we are going to
hear a lot about errors and yet in the
opponents provision, only $1.6 billion
deals with anything related to compli-
ance. If they are so interested in fraud
and error, why are they not doing more
to deal with compliance?

In the amendment I have suggested. I
keep $1.6 billion in compliance meas-
ures. And then, of course. the other
side will show a graph. This is a gi-
gantic explosion of growth in this pro-
gram, an explosion of growth.

Mr. President, when you give some-
body a tax cut. you lose revenue. In
1993. we chose to give families earning
under $30,000 a year a 3-year tax cut.
which means that tax cut grows. So
when you see the chart that they
might show that shows a figure with a
line going up saying "Growth of
EITC,' translate in your mind: In-
creasing tax cut for families earning
under $30,000 a year. Yes, and if you do
not want to give them a tax cut, then
you would support the Republican posi-
tion. If you believe they should have
the third year of their tax cut, just as
the wealthy had the third year of their
tax cut under the bill passed in 1981,
then you would support the Demo-
cratic position. Do we want to raise
taxes on working families or not?
Which is the progrowth, profamily pol-
icy? I do not think that there is much
of an argument on the other side.

They will say, "Oh. no. we have a
child credit." Bravo. Let me com-
pliment them. I wish they had sup-
ported my amendment in the Finance
Committee that would have stricken
everything in this bill except the child
credit, the adoption credit, the student
loan interest deduction. They voted
against it. Why? Because you want to
have that other provision in the bill.
the estate tax provision.

Remember? A $5 million estate gets
an average tax cut of $1.7 million. That
is why you did not support the amend-
ment and simply have a tax cut for
working families, because you wanted
the tax cut for estates of $5 million.
Strike it from the bill, show us that
you want only tax cuts for working
families. If not, admit to what this
game is all about.

I reserve the remainder of my time.
The PRESIDING OFFICER. Who

yields time? The Senator from Dela-
ware.

Mr. ROTH. I yield myself 10 minutes.
The PRESIDING OFFICER. The Sen-

ator is recognized for 10 minutes.
Mr. ROTH. Mr. President. you have

heard a great deal of demagoging dur-
ing the past few days from the Presi-
dent. from congressional Democrats,
and from the Treasury Department, a
lot of bogus claims about our tax pack-
age. We are here this evening to bring
you the truth about the Republican tax
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package. The bottom li'ne is this:
American families will be better off
next year under our tax package than
they are today. Our tax relief package
is the biggest tax cut for middle-in-
come families in more than a decade.

Mr. President, I agree with the Presi-
dent of the United States when he says
that the tax increase of 1993 was a mis-
take—the largest tax increase in the
history of this country. I would hope
that there would be bipartisan support
for our tax cut, in view of the Presi-
dent's message.

Under our reform, more than 98 per-
cent of all U.S. households will receive
either a tax cut or no tax increase. And
this includes our reforms to the earned
income tax, the $500 per child credit,
and the marriage penalty relief in the
Senate Republican bill. Those are the
facts.

I challenge the Administration and
Congressional Democrats to prove
their assertion that 51 percent of all
taxpayers would receive a tax increase
under our bill. This assertion has no
basis in fact, and it seriously strains
the credibility of the Treasury Depart-
ment. The Joint Tax Committee arialy-
sis, released today, shows that the
facts are on our side. Republicans are
focusing the earned income credit on
the working poor with children—the
people for whom it was originally in-
tended. We give a tax cut to most fami-
lies that pay income tax, and we pre-
serve the EIC for those who need it the
most. The indisputable fact is that
more than 98 percent of all U.S. house-
holds will either receive a tax cut or
have no tax increase with the Senate
Republican bill.

The earned income credit program
started in 1975 in an environment fo-
cused on reforming welfare policies for
families with dependent children. Sen-
ator Long was a driving force behind
the establishment of the earned income
credit program. and this program pro-
vided cash assistance to working low-
income families with children. The Fi-
nance Committee report on the Tax
Reduction Act of 1975 stated that the
program should be of importance in in-
ducing individuals with families receiv-
ing Federal assistance to support
themselves. There is no doubt that
since the inception of the earned in-
come credit, its focus has been on hard-
working, low-income families with
children.

In 1993, the program strayed from its
original intent of helping working fam-
ilies with children, when President
Clinton expanded the program to in-
clude childless, able-bodied working
adults. My colleagues across the aisle
often point out that President Reagan
supported the program. Yet. when
President Reagan lauded the earned in-
come credit, the program only covered
working parents of children and cost
about $2 billion in 1986.

Today. the program makes payments
to childless adults, and its costs have
skyrocketed to over $20 billion. The re-
forms of the earned income credit con-
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tamed in the Republican Senate bill
will return the program to its original
goals, those lauded by Senator Long
and President Reagan. of a welfare pro-
gram focused on low-income working
families with children.

My colleagues across the aisle should
realize that this will help children.
Under our bill, the earned income cred-
it will be available only to individuals
who are eligible to work in the United
States. Illegal aliens will no longer
benefit at the expense of hard-working
taxpayers.

Make no mistake about it, Mr. Presi-
dent, EIC is a cash transfer program. a
welfare program, administered through
the Tax Code, rather than through a
Federal agency like the Department of
Labor. If Congress were to reduce the
amounts paid to food stamps, no one
would say that Congress is raising
taxes. Changes to the EIC are the same
as changes to the Food Stamp Pro-
gram. We are not raising taxes on EIC
recipients.

The Democrats are arguing that
changes to the EIC will raise peoples
taxes. In response to these concerns, I
have asked the Joint Committee on
Taxation to perform a detailed analysis
of the Senate proposal to reform the
EIC. This information is now available,
and I released it earlier today to the
public.

Mr. President. the purpose of the
changes in EIC is to focus the program
on the working poor with children. We
do make four policy changes. We elimi-
nate any EIC payment for individuals
with no children. As I indicated, this
program was intended to help families
with children, and that should con-
tinue to be the policy of this program.
We also prevent illegal aliens from ob-
taining this benefit. We also provide
that outside income should be consid-
ered in determining whether or not one
is eligible for the EIC. Why is tax-free
interest not considered in determining
eligibility? Why is tax-free Social Se-
curity or pensions not considered in de-
termining eligibility for the earned in-
come credit? Fourth. we take steps to
eliminate the fraud and abuse in this
program. Unfortunately. this program
has had deplorable rates of fraud and
abuse. as high as 30 to 40 percent a
year. Recently. there has been, hope-
fully, some improvement in that. But
it is estimated that it could still be as
high as 20 percent. People are outraged
and shocked with the waste, fraud, and
abuse in food stamps or AFDC. but
they only amount to 5 to 6 percent. In
this program—the EIC—it amounts to
as high as 20 to 30 percent.

Now, some Democrats have claimed
the EIC reform results in those in the
lower-income brackets—51 percent or
less—paying higher taxes. That is to-
tally false. inaccurate, and misleading.
As I mentioned, I recently wrote the
Joint Committee on Taxation to an-
swer a number of questions. I pointed
Out that on Thursday. October 19, 1995,
an article appeared in the Wall Street
Journal entitled Tax Analysis Now
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Shows GOP Package Would Mean In-
crease For Half the Payers.'

Is there any validity to the assertion
that the Senate Finance CQmmittee
revenue recommendations would result
in a tax increase for one-half of all
households?

In responding to this question, please
consider the impact of the earned in-
come credit reforms approved by the
Senate Finance Committee in a sepa-
rate markup last September.

We received the answer, and the an-
swer says. "No factual basis exists for
the assertion, since retracted, con-
tained in the Wall Street Journal of
last week asserting that one half of all
households would experience a tax in-
crease under the Senate Finance Com-
mittee revenue recommendations.'

Even if one were to include the ef-
fects of the EIC reforms previously ap-
proved by the Senate Finance Commit-
tee, our analysis indicates that less
than 1.5 percent—let me repeat that,
1.5 percent—of all households would ex-
perience an income tax increase.

I think that shows the falseness of
the claim that 50 percent of the Amer-
ican families would suffer a tax in-
crease because of this package we are
considering today.

Now, during the Senate Finance
Committee's markup of revenue rec-
ommendations on October 18-19. 1995.
various assertions were made with re-
spect to the impact of the EIC reforms
previously approved by the committee.

I asked the Joint Committee on Tax-
ation to address the following ques-
tions: Would any households receiving
an EIC today pay more income taxes
under the combined efforts of the Sen-
ate EIC reform. $500 per child credit,
and marriage penalty relief? If so. pro-
vide how many households will be im-
pacted in this manner and explain why.

The answer is that. 'with respect to
the Senate Finance Committee's pre-
viously approved EIC reform. our anal-
ysis of the combined effects of the Sen-
ate Finance Committee EIC reforms,
the $500 child credit, and marriage pen-
alty relief for 1996 indicate that less
than 1.5 percent of all households will
have an income tax increase as a result
of the EIC reforms."

Would families with children who are
currently eligible for the maximum
EIC—that is, families with earnings
under $12,000 —continue to receive in
future years at least as much EIC as
they now receive?

Again, the answer is. 'families who
are currently eligible for the maximum
EIC with children and having adjusted
gross income under $12000 will receive
an even larger EIC next year and there-
after. For example, the maximum EIC
for a family with one child will in-
crease from $2,094 in 1995 to $2,156 in
1996. The maximum EIC for a family
with two or more children will increase
from $3,110 in 1995 to $3208 in 1996."

This is illustrated here on the chart.
It shows, for example. that a family
with children that has income of $10000
would receive this year $3,110: that
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would go up to $3208 in 1996. The same
is true for a family with children that
has income of $15000. This year they
would get $2360: that would rise to
$2,488 in 1996. Not only would they con-
tinue to get EIC, but it would continue
to increase.

Mr. President. let me just again em-
phasize that the claim that people with
incomes below $30000 would have a tax
increase is totally false. First. what
the Democrats are doing is calling a re-
duced welfare check a tax increase.

The PRESIDING OFFICER. The time
of the Senator is expired.

Mr. ROTH. I yield myself 5 additional
minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. Second. if someone re-
ceives a check from the Government
for $50 in 1995, and then in 1996 under
our reforms receives a check for $75,
that is $25 higher. Republicans and
most people would call that a bigger
check from the Government. But the
people on the other side of the aisle
call it a tax increase if the person was
supposed to receive a check for $100 in
1996.

What we are doing is slowing the rate
of growth of this program. In the last
10 years this program has grown some-
thing like 1,000 to 1.200 percent. The
tax credit which was 14 percent plus 5
years ago is now 36 percent.

What we are trying to do is to slow
down the rate of growth so that we can
balance the budget.

Now, I listened. Mr. President, with
great interest to my Democratic col-
leagues description of what we are
doing. People are saying that they do
not like the tax package. They make
fun of the changes in the estate taxes.
Just let me say. as I have gone around
back home and talked to the family
farmer or to the owner of a family
farm, as I talk to the owner of a small
business, one of their greatest concerns
is that they are not going to be able to
turn over that farm or that business to
their children.

What we are seeking to do in our
changes in the estate taxes is to make
that possible, make it possible for the
family farm to continue as it has in the
past, or to make it possible for the en-
trepreneur who is successful in creat-
ing a small business to leave it to his
children.

We think our package is a humane
package. We are proud of the fact that
it means tax cuts for the American
people. We agree with President Clin-
ton when he says that the big tax in-
crease of 1993 was too high.

Mr. President, I yield back the floor.
Mr. BRADLEY. Mr. President, I yield

5 minutes to the distinguished Senator
from Massachusetts.

Mr. KERRY. Mr. President. at the
outset of the comments of the Senator
from Delaware, he talked about telling
the truth versus bogus claims. Then he
refers to a Joint Taxation Committee
study to try to refute some comments
made by the Senator from New Jersey.
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If we want to talk about bogus

claims. the Joint Taxation Commit-
tee—which I might add is chaired by
the majority party —sends a statement
saying there is no linkage and no in-
crease. but refers only to income tax.

Here you have another sleight-of-
hand, bogus effort to avoid the reality.
the same way the reality is being
avoided right now with the debate on
the thousands of pages that takes place
during the World Series, It is a great
way of avoiding accountability.

The fact is that the earned income
tax credit is a credit not just against
income tax but also against the payroll
tax. The Joint Taxation Committee
says nothing about the payroll tax im-
pact. So. in effect. it is another sleight
of hand.

If you want to talk about bogus—you
just heard the chairman of the commit-
tee say. Mr. President, that we are
going to slow down the rate of growth
of the program.

What is the program? The program is
a tax cut for working poor—by his own
admission—when what he has come to
the floor and said is we will slow down
the capacity of working poor Ameri-
cans to participate because we are not
going to give as much of a tax cut to
them. It is that simple. This is not
complicated. We are going to slow
down the rate of growth in the tax cut
for working poor Americans, but we
are going to increase the tax break for
people who have it already in America.
That is what this is all about.

If you happen to have a $5 million es-
tate, you are going to get a $1.7 million
tax break. But if are a working poor
person—and I have 194.000 families in
Massachusetts that will be affected by
the cut in this program. 194.000 families
in Massachusetts are going to pay $370
more in taxes because they want to
slow down the rate of growth in the
program. That may not be a lot to the
person who has a $5 million estate, but
let me tell you something. for some-
body who is working. working, work-
ing—which is what we all talk about
here—to get off of welfare and make it,
$370 is a lot of money. People count
those nickels and dimes when they are
in that position. It is whether or not
they are riding on the T.

There was a front-page story in the
New York Times, I think last Monday.
It talked about the impact of the
earned income tax credit on working
people. Here was a woman in New York
City who, because she got the tax cred-
it for working. was able to cut back on
her apartment rent. She went back and
got rid of a $700 rent. went down to a
$400 rent so she could add it to the
money that she got from the earned in-
come tax credit. Do you know what she
did? She bought herself a 15-year-old
car so she could drive outside of the
area that is served by public transpor-
tation so she could get a better job
that earned more money. And that is
exactly what she did. She broke Out of
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poverty by making hard choices be-
cause she had the earned income tax
credit.

Our friends are coming along here.
They are giving people who earn
$300000 a very nice. fat break. And they
are taking away from the people who
earn $30000 or less.

There is no way for them to Cut it
any other way. Is there some fraud in
the program? Yes, there is some fraud
in the program. Can we cure that with-
out reducing the program for eligible
people? Sure we could. But that is not
what they are choosing to do. They are
going to throw everybody in the pot of
fraud.

I keep hearing about illegal immi-
grants. That is a nice hot button in
America now. I do not know many peo-
ple who think illegal immigrants ought
to be getting a lot. But that has now
entered into this debate. That is not
what we are talking about here.

It just is beyond comprehension that
in this country we are going to play
such games with definitions and reality
when everybody understands what the
reduction means.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. KERRY. Mr. President. I really
hope we are going to have a better
sense of fairness here than is being ex-
hibited in this approach to people who
are working arid trying to break out of
the cycle of poverty.

The PRESIDING OFFICER. Who
yields time? The Senator from Dela-
ware.

Mr. ROTH. Mr. President, if I might
just yield myself 1 minute?

The PRESIDING OFFICER. The Sen-
ator is recognized for 1 minute.

Mr. ROTH. The one question we
asked of the Joint Tax Committee is:

Would families with children living below
the poverty line continue to receive an EIC
in excess of the family's Federal payroll
taxes?

And the answer is that:
Families living at or near the poverty line,

one-child families with earnings under
$12,500 and two-child families with earnings
under $15,500, would continue to receive an
EIC in excess of the family's Federal payroll
taxes, including both employee and employer
shares.

So the answer is that EIC more than
offsets the payroll and other taxes of
the family.

I yield the floor.
Mr. BRADLEY. Will the Senator

yield at that point for a question?
Mr. ROTH. Yes.
Mr. BRADLEY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Jersey.
Mr. BRADLEY. The Senator said—

would the Senator read again, once
again, what was it the Joint Tax Com-
mittee said about the various taxes
that were offset?

Mr. ROTH. The question was:
Would families with children living below

the poverty line continue to receive an EIC
in excess of the familys Federal payroll
taxes?

And the answer is:
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Families living at or near the poverty line.

one-child families with earnings under
$12,500 and two-child families with earnings
under $15.000. would continue to receive an
EIC in excess of the familys Federal payroll
taxes, employee-employer shares.

Mr. BRADLEY. Mr. President. no one
disputes what the Senator has just
said. EIC is available for families under
to $28,000. He is saying at the same
time this is nothing but a welfare pro-
gram. He is saying, fine, we will keep
the welfare part of this. But if you
start to make it a little bit—sorry. We
will not offset your payroll taxes.

I mean, that is not an answer to the
problem that we posed. Yes, they posed
it so that if you have poverty and you
are right at the poverty level and you
have family now, you have kids—not if
you are single and poor. but if you have
kids. then, yes. it will offset the Social
Security earned income. Of course, you
do not pay a whole lot of income taxes
in poverty. You pay virtually no in-
come tax when you are in poverty.

So you only have Social Security. So
the earned income would offset Social
Security in poverty. But not at $28,000.
Not when the family starts to make a
little money. Not when they are mak-
ing $20,000, $25,000. $28,000. $29000. Not
there, no, no, no. That way. you pay
more taxes. Welcome to the middle
class, the Republican middle class.

You are middle class. You begin to
make it? Pay more taxes. If you have
that estate of $5 million. you get a $1.7
million tax cut. That is the story here.
There is no other story. It has not been
refuted. A 3-year tax cut in 1993 for
working families? Republicans say do
not give them that third year. Do not
give them that third year of tax cut.

Pro-family? Pro-growth? Hardly.
The PRESIDING OFFICER (Mr.

BROWN). The Senator from Oklahoma is
recognized.

Mr. NICKLES. Mr. President. how
much remains on this amendment?

The PRESIDING OFFICER. There
are 10 minutes and 8 seconds remain-
ing.

Mr. NICKLES. Mr. President, I would
like to answer my colleague from New
Jersey. He said, "What about a family
that makes $28,000." Under current law
they have a great big earned income
tax credit of $116. But, look out, they
pay income taxes of $1665.

Under our proposal they are going to
get a $1,000 tax cut. Under the proposal
of the Senator from New Jersey, they
get $165. My figures calculate they
come out better by $835. under our pro-
posal. And that is only dealing with
the tax credit for children. It does not
include the fact we are reducing the
marriage penalty. so that gives them
another $100, I will just tell my col-
league from Massachusetts said you did
not calculate the fact that you are off-
setting payroll taxes.

My friend is wrong.
Mr. KERRY. Will the Senator yield

for a question?
Mr. NICKLES. He will not yield.
Mr. KERRY. Will he yield for a cor-

rection?
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Mr. NICKLES. I will not. I want to

answer a couple of allegations that
were made. When somebody said you
did not refute it. I want to refute a
couple of them.

Mr. KERRY. Will the Senator yield?
Mr. NICKLES. No.
The PRESIDING OFFICER. The Sen-

ator is advised that the request should
be made through the Chair, when ad-
dressing another Member.

The Senator from Oklahoma.
Mr. NICKLES. Mr. President. a cou-

ple of statements were made that the
Republicans do not know that the EIC
is used to offset payroll costs. That is
wrong. This program not only offsets
income taxes and payroll taxes. in
most cases it offsets them and gives a
check back.

In looking at incomes of less than
$15,000—my colleague from New Jersey
is right—in most cases, income tax li-
ability is zero. But this not only offsets
income tax, but it also offsets the so-
called FICA, or payroll taxes.

Does it offset what an individual
pays? That is 7.65 percent of their pay-
roll. Yes. but it also offsets what the
employer pays. That is 15.3 percent.

So not only does it offset all payroll
taxes. but it offsets it them by 233 per-
cent.

This is a program that is writing Out
checks. This is a program, Mr. Presi-
dent. that will cost $23 billion this
year. $3 billion of it offsetting taxes.
and $20 billion were cash payments—
Uncle Sam writing checks. This cash
outlay program now exceeds the cost of
Aid for Families with Dependent Chil-
dren, a program that costs $18 billion.
This program costs $20 billion.

Families making $25,000 pay income
taxes. For families that are paying in-
come taxes, we give a tax cut. If they
have children, we give $500 per child.
That is pretty easy to figure. You have
two children. That is $1,000. If they
have four, that is $2,000. So our tax cut
is very family friendly and very posi-
tive.

I want to mention some of the re-
forms that we make on EITC because
they are long overdue, and they are
part of our overall budget plan. We do
have a budget. We have a budget that
is balanced. President Clinton's budget
is not balanced. We had a vote on it.
thanks to my colleague from Penn-
sylvania. His budget is not balanced.
We use the Congressional Budget Office
for estimating purposes. He said he was
going to use the Congressional Budget
Office. and they say at the end of 7
years his budget has a deficit of $210
billion. At the 7 years. our budget has
a $13 billion surplus.

We will have a balanced budget.
President Clinton does not have one,
certainly not by using the Congres-
sional Budget Office. My colleagues on
the Democrat side do not have one.
They disowned the President's budget.
They do not have their own budget. It
is nonexistent.

Mr. SANTORUM. Will the Senator
from Oklahoma yield for a question
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just so I understand the point he just
made? It is an interesting point. I am
not too sure I was fully aware of it.
What the Senator is suggesting is that
the earned income tax credit for low-
income Americans actually pays Out
money in excess of all their Federal tax
obligations. Is that correct?

Mr. NICKLES. That is correct.
Mr. SANTORUM. The new definition

of what is a tax increase is when the
Federal Government does not pay out
more money to you. and you already do
not pay. that is a tax increase. So if
you are entitled to get more welfare—
let us call it what it is. It is a welfare
check. It is a check not to offset taxes.
but it is a cash payment to families or
to individuals. If you were expected to
get more money. then by not giving
them more money. we are giving them
a tax increase even though they do not
pay taxes.

Mr. NICKLES. The Senator is exactly
right.

Mr. SANTORUM. That is an amazing
statement. How can anyone call not
getting more money from the Federal
Government when you pay no taxes a
tax increase?

Mr. NICKLES. I appreciate the state-
ment.

Mr. SANTORUM. I would 'ove the
Senator from New Jersey_-I know he is
a Rhodes scholar—but redefine for me,
please, how someone who does not pay
taxes——

Mr. NICKLES. I say to my colleague
that I have the floor.

Mr. SANTORUM. On his time, I
would love to have him answer that
question.

Mr. NICKLES. I only have 6 minutes.
I have several points that I want to
make. The point being when someone
says they are offsetting FICA, the
amount not only offsets FICA, but 200
percent. actually 235 percent of FICA.
and that includes employer and em-
ployee. The employees actually only
pay half of that amount. In reality, it
is about four and a half times what an
employee pays on FICA.

The cost of this program is explod-
ing—my colleague from New Jersey
said he knows the Senator is going to
stand up and show how this program
has exploded. I grinned at him because
I am. This program cost less than $2
billion in 1985; in 1986. less than $2 bil-
lion. Today the program costs $23 bil-
lion. That is 11 times what it cost in
1986.

This is an entitlement program.
What is the definition of an 'entitle-
ment program? It is when you pass a
law under which, if you met certain
criteria, you are going to get a check.
That is what the EITC is. It is a cash
payment program—$23 billion in pay-
ments.

Actually. I will give the exact figure.
In 1995. the figure is $23.7 billion, over
$20 billion of it is a cash outlay with
Uncle Sam writing checks—not reduc-
ing somebody's cash income taxes andl
or payroll taxes on a monthly basis. It
is Uncle Sam. in 99 percent of the
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cases, writing a check on'ce a year, a
cash outlay program that I mentioned
before which exceeds Aid for Families
with Dependent Children. AFDC is paid
Out in a monthly basis to help low-in-
come families. This is a lump-sum pay-
ment that is paid Out at the end of the
year at a cost of $20 billion.

This program was lauded by Presi-
dent Reagan and others when it was a
$2 billion program and when the maxi-
mum benefits were $435. The maximum
benefit in 1985 was $550. By 1990. it had
increased to $953. It was actually $1,500
in 1992. and President Clinton doubled
it again. It went up to $3,110.

So we are talking about a program, if
you have two or more children. where
your maximum benefit went from $500
to over $3,000,

Some people said these Republicans
have just slashed this program, and
people are going to receive less. I saw a
program on CBS tonight, they inter-
viewed a woman who had a couple of
kids. She had a couple of jobs. I com-
pliment her. They made her think that
she was going to get less money than
she got this year. The facts are, if she
is getting $3,110 this year, next year
she gets over $3,200, and the next year
she gets over $3300. Under our proposal
the benefit rises from $3,110 to $3,888,
an increase of over $700 in the next 7
years.

So we did not freeze this program. We
did not cut it. We do say some people
should not be eligible because we found
hundreds of thousands of people that
make over $30,000 a year who are quali-
fying for it. They should not be. We
found Out that illegal aliens are receiv-
ing benefits. and they should not. So
we eliminate them.

Frankly. we agree with Senator Rus-
sell Long that we should drop the bene-
fit for individuals without children.
This program was always formulated
with the idea of helping individuals and
families with children.

We are reforming the system. We are
trying to target the assistance to those
people who really need it. But then we
allow the system to grow. That is my
point. It really is bothersome to have
individuals stand up and say. you are
increasing somebody's taxes when I
know what the facts are. I will read the
figures. If you have two or more chil-
dren, the maximum benefit today is
$3,110. The maximum benefit next year
is $3208. The maximum benefit the
next year is $3,312. And. again. it in-
creases over $100 per year to the maxi-
mum benefit. In the year 2002, it is
$3,888, a significant increase every sin-
gle year. It grows with inflation.

So how can people say, 'Well, you
are increasing taxes"? It does not
make sense.

The PRESIDING OFFICER (Mr.
SANTORUM). The Senator's time has ex-
pired.

Mr. NICKLES. Has all time expired
on our side on this amendment?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. NICKLES. I will wait until my
colleague from New Jersey concludes.
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At that point in time. I will send an
amendment to the desk.

The PRESIDING OFFICER. The Sen-
ator from New Jersey has 5 minutes, 20
seconds remaining.

Mr. BRADLEY. Mr. President, the as-
sertions by the other side that the
child credit is more generous than the
earned income tax credit for families
with children at all income levels be-
wilders me. I have four kids. I make
$15000 a year. I have a very tiny in-
come tax liability. very tiny. The child
credit is not refundable. I get no bene-
fit at all from the child credit—zero. I
lose about $3,500 in benefits with the
loss in the EITC at $28,000.

The Senator picks the absolute per-
fect number. Why? Because the earned
income tax credit loses its value the
higher the income level. So when it
gets to $28,000, it is not worth any-
thing. At that point, clearly the child
credit is more valuable. That is not
policy. That is mathematics.

Then the issue of—well, the chart
that the Senator had with the growth
of the EITC, it grows because we are
giving them bigger tax cuts. That is
why it grows. So you put that chart up,
and you see the bars go higher and
higher. That means a bigger tax cut for
families earning under $28000 a year. If
you do not want a tax cut, then you
want to support the program that
would curtail this. Deny the third year
of the tax cut. That is what you are
saying essentially.

Basically. the tax cut for working
families was put in in 1993. It was
phased in over 3 years and the other
side is saying do not give the third
year.

That is why it grows. Once you get to
the next year, it is flat because the tax
cuts will have been provided. There
will be no more tax cut in the fourth
year. It is not some kind of conspiracy.
It is mathematics. You give a bigger
tax cut. you lose more revenue. We
chose to give a big tax cut to offset So-
cial Security, to offset income taxes
for working families. And you know
what. There are a lot of provisions in
the Tax Code that say you get a credit
against income. They are largely cor-
porate. The other side is not calling
that welfare. That is not welfare. But
somehow when it offsets the income of
a working family with kids. that is
welfare.

Mr. President, it is beyond me: 78
percent of the earned income tax credit
goes to offset Social Security and in-
come tax. The other portion is a re-
fundable credit to those families mak-
ing $13,000, $14,000 a year who otherwise
would not get anything.

The distinguished Senator from
Pennsylvania is correct. If you want to
give those families something because
they are working. but they do not pay
any income tax and they are at a low
enough income, they do not pay
enough Social Security tax, you have
to make it refundable and then you
have to appropriate the money.
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That is what we do here. And this

vast amount of money that is appro-
priated, as the distinguished Senator
from Oklahoma says. is appropriated
because there is not a way to offset the
Social Security taxes. It is pretty sim-
ple. It is not complicated. And it boils
down to whether you want to give a
break to families with children or
whether you do not.

There is the big deal about families
that do not have children. We do not
want to give them anything. If you are
making $16000, $17,000 a year. you do
not have any kids, somehow or another
you do not get anything here, Forget
it. You are not worth it. You are strug-
gling. You are working hard. But some-
how you do not qualify for this. In fact.
we do not care about it. We do not care
what your Social Security taxes are.
Somehow you are a nonentity.

We do not think that. We think that
if you earn under $28,000 a year. you
ought to get a break, particularly in a
bill that gives $1.7 billion in relief for
estate taxes.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator from Oklahoma.
AMENDMENT NO. 2958

Mr. NICKLES. Mr. President. I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:
The Senator from Oklahoma (Mr. NICK-

LESJ, for himself and Mr. BRos. proposes an
amendment numbered 2958 to the instruc-
tions of the BRADLEY motion to Commit S.
1357 to Finance Committee:

Strike all after Finance and insert:
"With instructions to report the bill back

to the Senate forthwith including a provi-
sion stating:

"The maximum earned income credit for a
family with one child will increase from
$2094 in 1995 to $2,156 in 1996 and the maxi-
mum earned income credit for a family with
two or more children will increase from
$3,110 in 1995 to $3,208 in 1996.'':

'And the effective date for section 7461,
Earned income credit denied to individuals
not authorized to be employed in the U5,
shall be moved to taxable years beginning
after December 31. 1994.

The PRESIDING OFFICER. Who
yields time?

Mr. NICKLES addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Oklahoma.
Mr. NICKLES. Mr. President, this is

an amendment offered by myself and
Senator BROwN that tried to clarify a
couple things.

One, we want to state very clearly
exactly what we did in the bill and that
is an increase in the eat-ned income
credit for individuals with one child
from $2,094 in 1995—that is present
law—to $2,156 in 1996.

That is an increase of about—what-
ever the difference is—$60 some-odd.
and an income credit for a family of 2
from $3,110. to $3208. That is an in-
crease of about $l00—$98. So we make
that very clear.

The second part of that is we say we
want to deny benefits to illegal aliens
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and make the effective date December
31. 1994. Some people are shocked to
find Out that they were eligible. I was
surprised. But I looked at a GAO re-
port, and it said:

Illegal alien receipts. IRS expects more
than 160.000 illegal aliens received the EIC in
1994.

We ought to stop that. Right now it
is legal.

It says:
The Internal Revenue Code does not pro-

hibit illegal aliens from receiving EIC if they
meet prescribed eligibility requirements.

Well, they should be, and so let us
make that illegal. If they are here ille-
gally, why in the world should we be
giving them a check, especially a
check if you are talking about to the
tune of $3,000. So let us tighten that up.
That is a loophole that needs to be
tightened. We need to tighten up loop-
holes.

Senator ROTH mentioned several. I
compliment Senator ROTh because he
has shown great courage and leadership
in trying to tackle the fastest growing
entitlement program in Government.
No other program is growing as rap-
idly. as fast as the so-called EIC. No
other program costs over 10 times as
much as it did 10 years ago and contin-
ues to explode. So it needs to be re-
formed. And no other program that I
know of has error rates and fraud rates
at such astronomical levels as the EIC.

This is a GAO report that is dated
March 1995: Earned Income Credit
Targeting to the Working Poor."

Well, we should target. I just read
from a couple of their highlights. It
says the IRS did a study in 1994 on elec-
tronic returns only. They said 29 per-
cent of the returns received too much
EIC, and 13 percent were judged to have
received intentional errors. In other
words, that is fraud. It also mentioned,
it says that the most recent taxpayer
compliance measured showed that
about 42 percent of EIC recipients re-
ceived too large a credit and about 32
percent were not able to show that
they were entitled to any credit. One
Out of three in the comprehensive
study were not able to show they were
entitled to any credit. And that is
about 34 percent of the total EIC.

What other program has a 34 percent
failure rate, or 30 some-odd-percent
error rate? This program does. And
part of it is because the cost has just
exploded. You have a program that
grows at 10 times the rate it was just a
few years ago. and you have a program
where the maximum benefit is six
times what it was 10 years ago, you re-
alize you have a program that is rife
with fraud and needs to be reformed. It
has not been yet. The IRS is trying to
tighten down around the edges. but
they have not been totally successful.
They may have reduced it somewhat.
and I compliment them, but they have
a long way to go if you have an error
rate of 30, 40 percent. And so we need to
make some changes. Senator ROTH has
made many of those changes.

We say that we must count almost
all income. We find hundred of thou-
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sands of people who receive benefits
that make a lot more than the income
eligibility called for. people making a
lot more than $30000. some making
more than $50000. They have interest
income that is tax free. It does not
count toward their income eligibility
and therefore they can continue receiv-
ing EIC benefits.

Mr. President. we need to make some
reforms and we need to make clear
that we want to target these benefits
to those people who are truly needy.
That is the kind of reforms that we are
making today.

I want to answer my colleague from
New Jersey. He said. what about the—
maybe I could get his attention. My
friend from New Jersey asked about a
couple that made $15000. Well, in 1995,
they received an EIC of S2.360. In 1996.
under our reform proposal, they are
going to have an EIC of $2,488. That is
a $128 increase.

Now. my colleague from New Jersey
would like that increase to be $400, but
we have it increased by $128. They have
an increase. And, again, they did not
pay any income taxes. They are getting
a return in excess, or at least 100 per-
cent of all their FICA taxes, including
what their employer paid, and we are
giving them $100 more than they had
last year. That is not a tax increase.

My colleague from Pennsylvania
said, "Well, how in the world can you
call something a tax increase if you are
giving somebody $3000. and next year
you are going to give them $3,200? How
can you call that a tax increase?'

Well, let us just take. for example,
that you have a rich uncle. The rich
uncle wants to encourage certain be-
havior. saying if you work a little bit.
he is going to give you a bonus. If you
work about $10,000 or $12,000 worth, he
is going to give you a $3,000 bonus be-
cause he wants you to work. Is that not
nice?

The uncle says. "I'm going to give
you $3,000. Next year I am planning to
give you $3,500." But your uncle's board
of directors said you cannot afford
that. you are breaking the bank. So in-
stead, they gave you $3,000 next year—
actually $3,100 next year instead of giv-
ing you $3,500. "We cannot afford it.
Let's give him $3200. Lets keep it to a
more moderate growth. Give him an in-
crease, $100, but not $400 or $500. Don't
do that; the program is growing too
fast. But it is a bonus."

It does not have anything to do with
taxes. This is far in excess of any tax
liability, either FICA or income tax.
That recipient said. "You increased my
tax base. I hoped I was going to get
more money." I do not think so.

This body is going to show, I believe,
that we have the courage to curtail the
growth of Medicare, which is a very
popular entitlement program. And we
are going to have that program grow
about 7 percent per year. We have a
program here that continues to grow.
The total growth in the EIC program is
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going to grow about 10 percent over the
next few years. The out-of-pocket costs
in fiscal year 1995 are about $20 billion.
It will be about $23 billion in the year
2002. That is an increase of 15 percent
in 7 years.

That is an increase in outlays. so the
program grows. It does not grow as fast
as some people would like. President
Clinton and others would like it to
grow up to $30 billion. Well. frapkly. we
cannot afford that. We can never bal-
ance the budget if we do not have the
courage to at least control th growth
of entitlement programs. And this is
the fastest, most fraudulent entitle
ment program in Government.

We need to curtail its growth. That is
what we are trying to do. We allow the
EIC benefits to go up for individuals
with two or more children. They do not
grow as fast as some people would like.
President Clinton and others would
like it to grow faster. We cannot afford
it. So we allow the benefit to go up by
over $100 a year.

For individuals who have one child,
we make no change. Individuals that
have one child get the exact same ben-
efit as they get under present law.
under our proposal or President Clin-
ton's proposal. We did not make a
change. We did eliminate the benefits
for individuals without children.

And I think about that. I have kids
that could qualify. Other people do. We
are expanding eligibility by several
million people. How much money are
we talking about? We are talking about
$308, I think, this year, giving that ben-
efit to lots of people. And yu say,
Why do you care about that? That is

a small amount of money."
Well, look at what this program cost

a few years ago. The maximum pay-
ment on families with two or more
children was $500 in 1985. Today, 10
years later, it is $3,000. What is the ben-
efit going to be for that individual that
happens to be $300 or $400 today? Ten
years from now maybe it is $3,000. We
will have a program again that contin-
ues to escalate.

This program, Russell Long men-
tioned it. I have an article in which he
states this program should not have
been expanded. Russell Long was one of
the fathers of this program. He said it
should not have been expanded for indi-
viduals without children.

I might mention in the 1993 tax bill.
there was no Republican that voted for
it. and when it passed the Senate it did
not have a benefit for individuals with-
out children. That was added on in the
House. And. unfortunately. the Senate
concurred with the House in con-
ference. But it was not in the bill that
passed in the Finance Committee in
the Senate nor in the bill that passed
on the floor of the Senate. It was added
in conference. That was a mistake. It
was a massive expansion of entitle-
ment, added entitlement to several
million people.

So we changed that. We eliminate il-
legal aliens. And we say we should
count almost all income. You should
count tax-exempt interest as far as de-
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termining who is eligible for this pro-
gram. You should count other income
in determining who is eligible. We
allow eligibility, and the amount of in-
come to determine eligibility, to in-
crease.

Right now you qualify for this pro-
gram if you have income up to $26673.
Some people say, You really cut that
back.' No. The facts are, under our
proposal. by the year 2002 you can have
income up to $29,200 and qualify.

Now, that does not grow quite as fast
as President Clinton would like for it
to. He allows people to receive the ben-
efit if they have income equal to
$34600. Let us think about that. Are we
going to have Uncle Sam writing
checks—remember, 85 percent of this
program is Uncle Sam writing a check,
not reducing anybody's taxes, but writ-
ing checks—for families that have in-
comes less than $34,000. You are going
to be talking about a majority of
American families. And old Uncle Sam
is going to be paying people. So we use
this income for a massive income redis-
tribution program.

Contrast that to what we are trying
to do on the Republican side. We are
saying, "No. We are going to give a tax
cut for families, a tax cut for people
who pay taxes," not just come up with
schemes to have a negative income tax
and have Uncle Sam write big checks
at the end of the year. No. We are
going to try to reduce all families pay-
ing taxes, reduce their taxes so they
can take the tax reduction on a month-
ly basis and keep more of their own
money. That is what we are talking
about doing. That is what is fair.

Then my colleague from New Jersey,
or one of my colleagues, was denigrat-
ing the fact that we made some
changes on the inheritance tax, said
how terrible that was. Maybe they
should come into my State and talk to
some of the members of the Oklahoma
Farm Bureau or Farmers Union or
some of the wheat growers, because
you have a situation where inflation
has built up the value of some of these
farms and ranches, estates, machine
shops, whatever, to say they are worth
something.

Uncle Sam comes in and says, "We
want to—" Somebody dies. They want
to pass the property on to their family,
and Uncle Sam says, Well, we want 18
percent of it or we want 55 percent of
it," That makes it very difficult to
pass on to succeeding generations.

So what did we do? Well, we said for
a family estate, let us increase right
now the exemption from $600,000 and
increase that over 6 years to $750,000.
We increased that amount $25,000 per
year. And then we also say if it is a
family-held business, we want to en-
courage that. We happen to be
profamily, and we happen to be
probusiness. We want to encourage
family-owned corporations, whether it
is a janitor service or whether it is a
car dealership or whether it is an in-
surance company. We want to encour-
age family ownership, whether it is a
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farm or a ranch or a dairy operation.
We want to encourage that.

We say, if they are going to pass the
property on to their own heirs, they
should be able to have a better deal. So
we raise that estate exemption up to
$1.5 million. And we cut the rate down
for those between $1.5 million and $5
million so they can keep it in the fam-
ily and not have to sell it. not have to
sell a family businessjust to pay an in-
heritance tax. I think that is a fair and
a good idea.

I think that is profamily and that is
going to encourage growth and encour-
age a father, instead of saying. 'Well, I
might as well spend the money because
I cannot pass it on. I do not want to
give it to Uncle Sam." we want to en-
courage people to build up businesses.
to expand, to hire more people. to cre-
ate more jobs, and give that to their
children, and let their children build it
up and be second, third, fourth, fifth
generations in some of these family-
owned operations or businesses.

Now, we limit it really to the lower
size family operations. We did not help
the people that have the very largest
estates. But I think we were very fam-
ily friendly. And I think this entire tax
bill is very family friendly. And again
I want to compliment the chairman for
crafting, I think, a very good. targeted
approach, one that has 70-some-odd
percent—three-fourths of this package
is very family friendly. If you look at
the tax credits for children, you look
at the gradual reductions in the mar-
riage penalty, you look at the estate
tax exemptions that we make for fam-
ily-owned farms and ranches and busi-
nesses, this is a very family friendly
tax bill, probably the most profamily
bill that Congress has ever seen.

I would encourage my colleagues to
support it and to reject those who say
we should not make any reduction
whatsoever in the growth of EIC. which
is the fastest growing, most fraudulent
program that we have in Government
today.

Mr. President, I reserve the remain-
der of my time.

The PRESIDING OFFICER. Who
yields time?

Mr. NICKLES. Mr. President. I sug-
gest the absence of a quorum, and I ask
unanimous consent that the time be
equally charged.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The clerk will call the roll.
The bill clerk proceeded to call the

roll.
Mr. NICKLES. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

uNANIMOUs-cONsENT AGREEMENT
Mr. NICKLES. Mr. President. I ask

unanimous consent that when the Sen-
ate resumes consideration of the rec-
onciliation bill tomorrow, that the
Democrats have 5 hours remaining on
the bill and the Republicans have 3
hours and 15 minutes remaining.
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The PRESIDING OFFICER. Without

objection. it is so ordered.

MORNING BUSINESS
(During todays session of the Sen-

ate, the following morning business
was transacted.)

TARGETED JOBS TAX CREDIT
Mr. BAUCUS. Mr. President. I want

to ruminate for a few minutes about
the Work Opportunities Tax Credit.
now called the WOTC. which is the sub-
stitute for the Targeted Jobs Tax Cred-
it, which expired at the end of last
year.

Mr. President. the TJTC had some
problems, but let me tell you. it got
the job done. It encouraged employers
to put kids and young adults to work.
Youth who probably would not have
gotten their first job but for TJTC.

I have a letter, Mr. President, from a
good friend of mine in Montana. W.E.
Hainline operates 4 B'S Restaurants
across Montana and several other
Western states. They serve good food
and employ a lot of young adults.

Bill has had a lot of experience in the
TJTC area. In fact, the 4 B'S is nation-
ally recognized as a leader when it
comes to hiring disadvantaged and
handicapped youth. many of whom had
their firstjob with 4 B's.

Bill can tell you about these kids and
how they went on to other jobs and to
success in many fields. In fact, that is
what TJTC was about, and what we
want to achieve with WOTC—we want
to move kids off of the streets, off of
welfare and we want to keep them Out
of the criminal justice system.

Bill is concerned, as am I Mr. Presi-
dent, that the WOTC is currently con-
tained in the Reconciliation Bill before
us. will not do the job. Bill notes in his
letter that WOTC:

As written, virtually eliminates most com-
panies from participating in IWOTCI by ig-
noring the youth group (18 to 24 year olds)
not located in an empowerment Zone.

Mr. President, Ijoined with Senator
MOSELEY-BRAUN last week in an
amendment that would have expanded
WOTC to create two new categories of
youths which employers could hire
under WOTC: individuals 18 through 24
receiving or living with families on
food stamps: individuals 18 through 24
who are non-custodial parents of a
child residing in a family receiving
AFDC or successor programs; and indi-
viduals 18 through 24 who are receiving
Supplemental Security Income.

Senator MOSELEY-BRAUN and I are
working with Joint Tax to find the
money to include these youths in
WOTC.

Mr. President, as always, Bill
Hainline hits the nail on the head. I re-
quest that his letter to me be printed
in the RECORD. Bill has the credentials.
He has used the TJTC program. He
knows what it takes to make it work.
I would encourage my colleagues to
read their letter and to heed what he
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has to say. Replacing TJTC with WOTC
will accomplish little if employers, like
Bill, do not utilize the WOTC program.

If that happens. kids are the big los-
ers.

There being no objection. the letter
was ordered to be printed in the
RECORD, as follows:

RESTAURANTS, INC.,
Missoula, MT. October 17, 1995.

Hon. MAX BAUCUS.
U.S. Senate.
Washington. DC.

I understand that the Senate Finance Com-
mittee is proposing a new TJTC bill, which
was similar to the one developed by the
House Ways and Means Committee.

Their bill, as written, virtually eliminates
most companies from participating in the
new program by ignoring the youth group (18
to 24 year olds) not located in an
empowerment zone, not to mention the in-
creased retention period from 120 hours to
500 hours.

Those two changes would preclude most
Montana companies from participating in
the proposed program as there are no des-
ignated empowerment zones in our state
that I am aware of. nor would the proposed
tax incentive offset the expense of tracking
an eligible employee for 400 hours. After all.
the objective of the program is to give people
on government assistance, job training to
take advantage of all employment opportu-
nities, Why should the initial employer train
those types of people for other employers to
receive the tax credit?

In my opinion, the proposed bill eliminates
all employers, not located in an
empowerment zone, from participating in
the new program. The cost of identifying
new hires eligible under the remaining cat-
egories. and the expense of tracking those el-
igible for 500 hours, would far exceed the tax
benefits proposed.

The only way our company could effec-
tively participate in the new program would
be with the inclusion of 18 to 24 year olds
that were "means tested", and the retention
period is lowered to either 200 or 250 hours.

The above changes to the program would
allow all Montana employers to participate
equally with large city employers and insure
that all people, with employment barriers,
have an equal opportunity to seek employ-
ment for any profession they choose.

I would greatly appreciate you informing
me if these changes can be effected.

Sincerely.
WE. HAINLINE.

President.

THE SUMMIT BETWEEN PRESI-
DENT CLINTON AND CHINA'S
PRESIDENT JIANG ZEMIN
Mr. PELL. Mr. President. I rise today

to call attention to yesterday's summit
meeting between President Clinton and
Chinese President Jiang Zemin in New
York.

Last summer, relations between the
two countries fell rapidly and unex-
pectedly to their lowest point since the
Tiananmen massacre, largely over the
visit of Taiwan President Lee Teng-hui
to Cornell University, his alma mater.
Most of us in the Senate, myself in-
cluded, supported that visit as a pri-
vate one for a distinguished alum. I
continue to believe that the Chinese
leadership in Beijing overreacted to
the visit and allowed the bilateral rela-
tionship to unravel unnecessarily. I
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was sorry that Beijing chose to react
to Lee's visit by withdrawing the Chi-
nese ambassador to the United States.
suspending ongoing bilateral discus-
sions on proliferation, canceling visits
of United States officials to China and
visits of Chinese officials to the United
States, and by canceling bilateral dis-
cussions with Taiwan. But now, after
several months of discord. it appears
we have the opportunity to bring some
stability back to the relationship and I
support the President's decision to
hold this summit in New York.

I did not believe that this summit
meeting would produce a significant
breakthrough on any of the issues with
which we continue to disagree with
Beijing. including Tibet, ballistic mis-
sile proliferation, nuclear testing, sup-
pression of dissent in China, and trade
issues. It did not. Recent press reports
state that Chinese leaders had de-
manded certain concessions from the
United States, such as written assur-
ances that members of Taiwan's top
leadership will never again be granted
a visa to the United States or that the
United States will refrain from criti-
cism of China's human rights record in
international fora. The administration
rightly gave no such assurances. These
are important policy issues, with sig-
nificant domestic and international
ramifications for both governments.
Both governments seem convinced that
the other is being unreasonable and ob-
stinate. It is unrealistic to expect any
major accords could have come under
current circumstances.

This is an unfortunate state of affairs
between two of the world's most influ-
ential countries and hopefully a pass-
ing one. But for the time being we
must focus on keeping the relationship
steady and effective. That is why a
summit meeting between the two presi-
dents was so important at this time.
The United States raised all of the is-
sues that we believe to be important
and let the Chinese leadership know
our commitment to them, and we
should continue to do so. But it was
also right to listen to President Jiang's
concerns and to strive for mutual un-
derstanding. if not mutual agreement.
Those who criticize our President for
failing to win major concessions likely
fail to recognize the realities of the
current relationship and the necessity
of strengthening contacts at all levels
that will outlast this period and carry
forward a stronger relationship in the
future. I commend the President for
holding the summit yesterday and hope
that this meeting will mark the begin-
ning of a more solid and productive pe-
riod of United States—China relations.

THE BAD DEBT BOXSCORE

Mr. HELMS. Mr. President, before
discussing today's bad news about the
Federal debt, how about another go. as
the British put it. with our pop quiz.
Remember? One question. one answer.
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Senate
The Senate met at 9 am, and was

called to order by the President pro
tempore [Mr. THURMOND}.

THE BALANCED BUDGET
RECONCILIATION ACT OF 1995

The PRESIDENT pro tempore. The
clerk will report the bill.

The assistant legislative clerk read
as follows:

A bill (S. 1357) to provide for reconciliation
pursuant to section 105 of the concurrent res-
olution on the budget for fiscal year 1996.

The Senate resumed consideration of
the bill.

Pending:
Rockefeller motion to commit the bill to

the Committee on Finance with instructions.
Brown modified amendment No. 2949 (to in-

structions of motion to commit), instruc-
tions that the committee should consider the
findings of the trustees of the Federal Insur-
ance Trust Fund.

Abraham amendment No. 2950. to establish
beneficiary incentive programs to collect in-
formation on fraud and abuse against the
Medicare Program and to collect informa-
tion on program efficiency.

Harkin amendment No. 2957 (to amend-
ment No. 2950), to strengthen efforts to com-
bat Medicare waste, fraud, and abuse.

Bradley motion to commit the bill to the
Committee on Finance with instructions.

NicklesfBrown amendment No. 2958 (to
Bradley motion to commit the bill), to in-
crease the earned income tax credit for fami-
lies.

Mr. WELLSTONE addressed the
Chair.

The PRESIDING OFFICER (Mr.
ASHcROFF). The Senator from Min-
nesota.

MOTION To cOMMIT

Mr. WELLSTONE. Mr. President, I
am proud to be an original cosponsor of
the motion by Senator BRADLEY. Let
me start out by saying, last night I
think we had a good technical discus-
sion and an important policy discus-
sion. I must say. I think all of my col-
leagues are enormously impressed with
Senator BRADLEY'S mastery of the ma-
terial.

Mr. President, what I would like to
do today in the 5 minutes that I have.

is to talk about this vote before us in
a slightly different context. I say to
my colleague from Wisconsin, my good
friend, I have been thinking about the
first class I will teach again at the col-

lege or university, community college,
or University of Minnesota. In this

class, which I hope to teach in 7 years
from now, the first lecture is going to
be about this week. It is going to start
out with a definition of politics, and I

am going to say politics is, in part,
about values and what we all care

about, and we can have honest dis-
agreements.
The second part of the lecture I am

going to give when I go back to teach-
ing is going to be titled: Who decides?
Who is asked to sacrifice? And how do
these decisions take place? That really
summarizes this motion that the Sen-
ator from New Jersey has offered,
which I am so proud to be a cosponsor
of.

A question: Who decides that we are
going to have $245 billion of tax give-
aways to people already high-income
and wealthy, least in need of those
breaks? And whose parents. or whose
children, go without adequate health
care? It is that simple. Or, Mr. Presi-
dent—and this refers to some amend-
ments that I will later on make sure
that colleagues vote on—who decides
that we are going to, essentially, leave
untouched this area of corporate wel-
fare, that if you have a $5 million es-

tate, you are going to get a tax cut, as
my colleague from New Jersey pointed
Out last night, to the tune of $1.7 mil-
lion?

But at the same time that you have
that kind of tax giveaway, at the same
time you have special tax loopholes
and breaks for oil companies, or insur-
ance companies, or you have citizens
who work abroad in other countries
that do not have to pay any taxes on
the first $70,000 they make, or special
breaks for pharmaceutical companies
and, at the same time. Mr. President—
and there is no better example—a $5
million estate. How many people ever
have that, and you get a $1.7 million
tax break.

Who decides that we are going to
have that kind of tax giveaway to the
wealthiest of the wealthiest citizens in
this country, and not those whose chil-
dren go hungry and whose children are
not able to afford a higher education?

In the lecture that I give, when I
teach again, I am going to continue to
raise these questions. I will ask the
question: Who decides that we are
going to raise taxes for more than
200.000 people in Minnesota, families in
Minnesota, with incomes under $30,000
a year. hard-pressed people and, at the
same time, we are going to let the one
person in my State—or maybe two—
with a $5 million estate get $1.7 million
in a tax giveaway?
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We make choices here, and Ihese are

the questions: Who decides? Who bene-
fits? Who is asked to sacrifice?,

In my State of Minnesota. 1 say to
my colleague from New Jersey. we
have an interesting situatioti where
back in 1991 we decided that we would
have a 15-percent EITC at tIie State
level, tied to the Federal EITC. So
working families in Minnesoti get an
added benefit.

The final point in my lecture: How
did this decision get made? I would tell
you that what we have going on here in
the U.S. Senate is deficit reduction
based on the path of least political re-
sistance. deficit reduction in inverse
relationship to economic justic. If you
have the big bucks. if you have a $5
million estate, you get the tax breaks.
If you are low or moderate income.
your taxes are raised, or you cannot af-
ford health care, or you cannot afford
to send your kid to college.

Mr. President, it is clear that the big
givers are getting their way. The heavy
hitters are getting their way. All these
large financial institutions and cor-
porations are not asked to tighten
their belts at all. Mr. President, what
we have here is decisionmakipg. de-
mocracy for the few, not democracy for
the many.

This motion brings back sone fair-
ness and justice to this process.

Mr. BRADLEY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Jersey.
Mr. BRADLEY. Mr. President, I yield

5 mrnutes to the senior Senator from
Wisconsin.

Mr. KOHL. I thank the Senator. Mr.
President, I rise today as a strong sup-
porter and original cosponsor of Sen-
ator BRADLEY'S motion. It presents a
straightforward tradeoff to the Senate.
It says restore the tax credit for lower
income working families in exchange
for cutting some of the tax breaks
available to healthy corporations.

Before I get into the arguments for
this motion. I want to say a brief word
on this budget. in general.

Mr. President. like many of my col-
leagues, I cannot agree with the prior-
ities established in the budget bill be-
fore us today. But what I find more dis-
turbing than the bill itself is the par-
tisan and destructive direction the de-
bate over this budget has taken.

We have polarized in extreme politi-
cal positions firing slogans and half-
truths at each other. The two parties
agree on many basic principles that
could underpin a balanced budget plan.
There are billions of dollars and miles
of middle ground between the Demo-
cratic and Republican budget battle
stations. Yet we have chosen to stay
locked in our traditional partisan posi-
tions.

I want to use the few minutes I have
today to talk about the ample room for
compromise in the current budget de-
bate. I want to remind my colleagues
about the principles that bring us to-
gether as public servants—rather than
those that drive us apart into our par-
tisan political camps.
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First, we believe in balancing the

budget. This is a year in which a ma-
jority of the Senators voted for a bal-
anced budget amendment to the Con-
stitution and a vast majority voted for
a 7-year balanced budget plan. Whether
we talk about 7 or 10 years, most of us
agree it is time to stop adding to our
national debt. Whether we cut defense
or domestic programs, most of us agree
that Government should spend less.

Second, we believe that the growth of
spending on Medicare and Medicaid
must be restrained and doing so will in-
volve difficult cuts. I have heard no one
deny that the aging of our population
and out-of-control health care costs
have put into jeopardy these two basic
health care programs. I do not think
anyone is seriously suggesting that we
can continue to let them grow at their
current rates.

How much we cut this year, how
much we put back into Medicare and
Medicaid, how we make those cuts are
all legitimate items for debate. Wheth-
er cuts need to occur at all is not de-
batable.

Third, 'e believe that our economy
needs to grow and grow in a manner
that rewards families who choose work
over welfare. A huge majority of this
Senate just voted for a welfare bill—a
bill included in the budget before us—
that radically changes welfare into a
flexible program that moves people
intojobs. A majority of those who have
served in this and past Congresses have
support the earned income tax credit, a
tax incentive for families that work.
Encouraging work—rewarding work—
supporting working families. These
ideas are not Democratic or Repub-
lican. They are American.

On these three points of agreement
alone,- we could build a credible bal-
anced budget plan. And if we did that.
this Congress would be praised for its
responsibility, its leadership, and its
service.

Furthermore, producing a bipartisan
budget plan—without partisan bicker-
ing, without vetoes, without shutting
the government, without press con-
ference—would respond to what people
outside the beltway are demanding I
strongly believe that Americans want
to see us debate the budget, not use it
to divide our country.

Americans are sickened by the hos-
tile rhetoric, the blind partisanship.
the misleading use of figures and facts.
They are demanding some honesty,
some comity, and some real attempts
to craft a balanced budget that a huge
majority of themand us can support.

That said. Mr. President, the budget
before us is not the place to start a
fruitful debate on balancing the budg-
et. It has been written without the
input of our party, the President. or
any outside witnesses brought in for
public hearings. It contains too many
tradeoffs that I believe are unfair and
unbalanced—and that I believe most
Americans would believe are unfair and
unbalanced.

Mr. President a report recently re-
leased by the Census Bureau showed
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the gap between our wealthiest fami-
lies and low-income families growing
to the widest point recorded since the
Bureau began taking such measure-
ments in 1967. That income disparity is
a cancer that is eating away at eco-
nomic productivity and the standard of
living in this country. Any responsible
balanced budget plan would take it
into account and would certainly not
make it worse.

The budget before us makes it worse.
The bottom 51 percent of tax filers—
those with incomes of less than
$30,000—would be worse off under the
Senate package than under current
law, according to Joint Tax Committee
data. Further, wealthy taxpayers—
those with incomes above $200,000—
would gain an average of $5088 per tax-
payer in the year 2000. How can I jus-
tify asking a sacrifice from so many
while I myself would get a big tax
break under this bill?

Mr. President. this basic unfairness—
this basic unbalance—is the primary
reason I will vote against this budget,
and why I do not believe it can form
the basis for the compromise we so
sorely need. I can and will ask and
stand for sacrifices for the common
good as long as they are shared sac-
rifices. But I will not support a bill
that imposes real pain on many to pro-
vide gain for a few.

Mr. President. I am afraid that we
are missing an historic opportunity be-
cause of our focus on short-term politi-
cal benefit. If we gave up our infatu-
ation with sound bites and brinkman-
ship, we have the chance to pass a bal-
anced budget. to undo the economic
damage of the last decade. As this de-
bate proceeds. I urge my colleagues on
both sides to move toward the position
most Americans have already taken:
Stop tearing each other down and start
building a future for this country with
a bipartisan and fair balanced budget.

Mr. President, like many of my col-
leagues. I cannot agree with the prior-
ities established in the budget bill be-
fore us today. But what I find more dis-
turbing than the bill itself is the par-
tisan and destructive direction the de-
bate over this budget has taken. We
have polarized in extreme political po-
sitions. firing slogans, and half-truths
at each other. Americans are sick of
the blind partisanship and misleading
use of figures and facts. They are de-
manding some honesty, some coopera-
tion. and some real attempts to craft a
balanced budget that a huge majority
of them and us can support.

That said. Mr. President. the budget
before us is not the place to start a
fruitful debate on balancing the budg-
et. It has been written without the
input of both parties, the President. or
any outside witnesses brought in for
public hearings. It contains too many
tradeoffs that I believe are unfair and
unabalanced—and that I believe most
Americans would believe are unfair and
unbalanced.

Mr. President. this basic unfairness—
this basic unabalance—is the primary
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reason I will vote against this budget.
and why I do not believe it can form
the basis for the compromise we so
sorely need. I can and will ask for sac-
rifices for the common good as long as
they are shared sacrifices. But I will
not support a bill that imposes real
pain on many to provide gain for a few.
I cannot justify asking for a sacrifice
from so many when I, myself. would
get a big tax break under this bill.

Our time is limited, so let me offer
three brief arguments for the amend-
ment on the earned income credit be-
fore us.

First, the amendment would make
the balanced budget plan more fair. Ac-
cording to Joint Tax Committee data.
the budget before us makes most tax-
payers with incomes of $30000 or less
worse off than they are under current
law. Compare that with the top 1 per-
cent of taxpayers—those with incomes
above $200000—who would receive a tax
break of an average of $5088 under this
budget plan.

The primary reason for this imbal-
ance is the cut in the earned income
tax credit [EICJ—the only tax break
targeted to low-income working fami-
lies,

No one here would claim that bal-
ancing the budget is easy or can be
done without sacrifices by many peo-
ple. However, how can we ask a major-
ity of the taxpayers to accept a bal-
anced budget plan in which they lose
and a small, wealthy minority wins?
That is not balanced, and, once it is
fully understood, I do not believe it
will be supported by most Americans.

Second, the amendment before us
keeps a bipartisan promise we made to
working families. The EIC was enacted
during the Ford administration and
supported by every President since
then. The EIC represents a bipartisan
commitment to keeping low-income
working families with children above
the poverty line. In short, the EIC
makes work pays better than welfare.

I have heard almost every Member of
this body talk about the importance of
moving people from welfare to work.
And we need to do that in a manner
that is not bureaucratic and not bur-
densome to business. The EIC does
this. If we cannot agree in this body to
keep our promise to working families
by preserving the EIC. I am afraid
there is going to be very little we can
agree on.

Finally, the amendment before us
cuts fat without cutting muscle. Some
have characterized the EIC as a pro-
gram plagued by uncontrolled growth
and fraud. If that were the case, we
should certainly cut it back dramati-
cally. But that is not the case.

Only 5 percent of the cuts in the EIC
proposed by the budget are related to
fraud—and our amendment keeps those
cuts intact. The rest of the cuts re re-
ductions in taxes that go directly to
working families.

The average annual Federal tax hike
proposed in this budget for the 262.000
Wisconsin families who get the EIC

would be $457. No one. I hope, is claim-
ing those families—many of whom
make around $12,000 a year—are de-
frauding the Government. No one, I
hope, is suggesting that their one tax
credit ought to be first on the budget
chopping block.

Mr. President, we are all agreed that
we have to balance the budget, and to
do that, we have to reduce entitlement
spending. But we have to do so in a way
that makes sense and is fair. Cutting
an established bipartisan tax credit
that encourages work over welfare does
not make sense. Cutting it while in-
creasing tax breaks for corporations
and the wealthy is not fair. I urge my
colleagues to support the Bradley mo-
tion.

Ms. MIKUL5KI. Mr. President, I rise
today to speak Out against the Repub-
lican proposal to raise taxes on work-
ing families and in support of the
Democratic amendment. The Repub-
lican tax plan raises taxes on families
making $30000 while give a big fat tax
cut to people with $5 million estates.

We talk a lot about getting people off
welfare. But I believe if we are serious
about moving people from welfare to
work, then work must pay them
enough to pay the bills. When mom or
dad works 40 hours a week they should
be able to pay the bills. They should be
rewarded for working hard. The earned
income tax credit does that, it rewards
hard work by families. It allows these
struggling families to have hope for a
better future.

Yes, we talk a lot about welfare re-
form. We talk a lot about family val-
ues. But look what we do. I believe
what we explicitly state as our values
we should implicitly reflect in our pub-
lic policy. What is our public policy?
This Senate is already on record
against even debating an increase in
the minimum wage. And now this Sen-
ate is about to approve cutting a tax
credit that helps these very same
working men and women who depend
on the minimum wage.

What are we saying to these families?
We are saying even as you struggle and
work hard, we are going to raise your
taxes. And why? Is it because we want
to balance the budget? That is what
the Republicans say, but that is not
the truth. The only reason we are rais-
ing taxes on working families and
slashing Medicare is so that the Repub-
licans can pass a big tax cut for people
making $100,000 or $200,000 a year.

Mr. President. In order to fund a cap-
ital gains tax cut for the wealthy, the
plan before us would cut the earned in-
come tax credit by $42 billion and call
it reform. It would increase the tax de-
ductioris for capital gains by $33 billion
and call it fair.

The earned income tax credit is de-
signed to reward work. For every dol-
lar a low income worker earns at a job,
he or she receives a tax credit. The size
of the credit ranges from 7 cents to 36
cents per dollar, based on your family
size. This credit is gradually phased-
Out as income rises so that there is al-
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ways an incentive to earn more and
work more. In short, the EITC helps to
offset the heavy burden that taxes can
place on a family that counts every
single penny. It is tied only to income
that is earned on a job. It provides a
tax break to those who need it most.
low-wage earners.

But all of this is being changed by
this reconciliation bill. Single workers
will be cut off. Families with one or
two kids will have their credit reduced
and their taxes increased.

And what does this mean? To the
people of my State of Maryland it
means tougher times. These cuts in the
EITC mean that over 270.000 Maryland
taxpayers will pay more while those at
the top pay less. These cuts in the
EITC mean that by 2002, people of my
State will pay an average of $345 more
in taxes. It means that 120,000 Mary-
land families with two kids will have
their tax bill go up by $474 a year.

Lets talk about what this tax in-
crease means to real people. For
Rhonda Clark, a 26-year-old mother
from Baltimore, it means that even
though she has worked hard to get off
welfare and to raise her two young
kids, even though she has played by
the rules, life is about to get harder.
For Rhonda, this tax increase means
she will have less money to pay for
child care for her two young kids. In-
flation will go up, but Rhonda's tax
credit will be reduced in 1996 by $367.

The EITC has a long history of bi-
partisan support. But that is about to
change too, This tax credit has been
endorsed and expanded by Presidents
and Congresses of both parties. Presi-
dent Ronald Reagan called it, "The
best antipoverty, the best profamily,
the best job creation measure to come
Out of Congress." This credit rewards
work. It is a bonus for the good guys
because it is based on hard work. We
should be praising it today. Not at-
tacking it. Not cutting off workers,
cutting off families, and cutting off
hope.

Let us reflect in our public policy
what we have stated as our values. Let
us keep faith with working families by
supporting the earned income tax cred-
it.

Mr. KENNEDY. Mr. President, the
earned income tax credit is a valuable
tax credit for our working families. As
enacted by the Congress in 1993, the
EITC would provide a tax credit for
over 21 million workers and their fami-
lies this coming year. Working families
with earnings of up to $28,500 per year
would be eligible. These are families
who play by the rules and work hard
each day to get by. These are the same
families who are disproportionately af-
fected by the Republican cuts in do-
mestic spending.

The earned income tax credit is the
result of a bipartisan effort to create a
disincentive to people from remaining
on public assistance rather than work-
ing at lower wage jobs, and was hope-
fully a major aspect of welfare reform.
President Reagan called it the "best
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antipoverty, the best pro-family, the
best job creation measure to come Out
of Congress.' Reagan proposed a sig-
nificant expansion of the credit in the
1986 tax reform bill.

The House of Representatives has
proposed a $23 billion tax inçrease on
these same families by repealing the
1993 earned income tax credit expan-
sion for families with two or more chil-
dren, and by denying the EITC to fami-
lies without children. Fourteen million
EITC recipients—nearly half of the
EITC recipients with children—would
be adversely affected. Families with
two or more children would be hardest
hit.

The proposal before the Senate
makes even more severe cuts. The pro-
posal would increase taxes on 17 mil-
lion households to raise $42 billion. A
report by the Treasury Department
shows that under the Senate proposal,
21 percent of families currently eligible
for the EITC would lose their eligi-
bility by the year 2005.

On a national level, the proposal will
mean an immediate $300 average tax
increase. For the 7.4 million families
with twO or more children, a $410 tax
increase will occur. And the average
tax increase will continue to go up over
time, reaching $644 by the year 2005.
These families include 18.5 million chil-
dren.

In Massachusetts. 194000 working
families would face an average tax in-
crease of $321 in the year 2002. For fam-
ilies with two or more children, the in-
crease would reach $440.

Two-thirds of the proposed tax in-
crease in the EITC would be achieved
by repealing the final phase of the 1993
expansion for families with two or
more children—an expansion promoted
by President Reagan in 1986 and Presi-
dent Bush in 1990.

Also included in the Republican bill
is a proposal to tax social security pay-
ments received by approximately one
million widowed, retired, and disabled
taxpayers who care for about 2 million
of their own children, grandchildren, or
other children. These social security
recipients would face an average in-
crease of $850.

The 1993 expansion was designed to
keep a family of four with a parent
working at the minimum wage above
the poverty level, assuming the family
also received food stamps. And we still
haven't been able to achieve that.

The standard of living of working
families has continued to deteriorate
since 1979. In 1996, the real value of the
minimum wage will decline to its low-
est level in 40 years. Without an in-
crease in the minimum wage, the EITC
must do thejob of raising the after tax
incomes of working families.

We have heard too much rhetoric
about the level of fraud and abuse. The
facts do not bear out these accusations.
Any fraud and abuse that had taken
place has been largely eliminated
through steps taken by the IRS to re-
duce erroneous claims. There is no
more fraud and abuse with this credit
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than there is in capital gains claims of
the rich.

Other improvements to the credit
have been made consistently over the
past several years. Most recently, it
was altered to deny eligibility to those
with $2500 or more of taxable interest
and dividends.

There has also been too much rhet-
oric about the fact that the rate of
growth of the EITC is out of control.
That is not the case. With the 1996 ex-
pansion, the CBO projects that the
EITC will grow at less than 4.5 percent
per year. This growth is due largely to
inflation. As a percentage of gross do-
mestic product, the cost of the EITC
will decline after 1997.

Mr. LEAHY. Mr. President, I rise in
strong support for the amendment of-
fered by the distinguished Senator
from New Jersey.

It restores $43 billion in cuts over the
next 7 years in the earned income tax
credit in the Senate Republican rec-
onciliation bill.

At a time when many working Amer-
icans are struggling to make ends
meet, the Senate Republican budget
would hike Federal taxes on low- and
moderate-income working families. It
would also raise some State taxes on
these same working families.

This is a double whammy on working
families.

This Federal tax increase will also
raise taxes in seven States that have a
State earned income tax credit tied to
the Federal credit, including my home
State of Vermont.

This bill will raise both State and
Federal taxes on 27,000 Vermont work-
ing families earning less than $28,500 a
year.

As a result of this double tax jeop-
ardy. working Vermonters will lose $64
million in Federal earned income tax
credit benefits and an additional $16
million in State earned income tax
credit benefits over the next 7 years.

On average, about 63 percent of Ver-
mont taxpayers would see their taxes
rise under this bill because of these
earned income tax credit cuts.

Under the Senate bill, a Vermont
family of four earning $15,610 a year.
the 1995 poverty line, would lose $4,500
of earned income tax credit benefits
over the next 7 years—$3,600 cut in the
Federal earned income tax credit and
$900 cut in the State earned income tax
credit.

A Vermont family of four making
$22,000 a year would fare even worse—
suffering a loss of $1,208 in State earned
income tax credit and a loss of $4,831 in
Federal earned income tax credit over
the next 7 years.

It is very doubtful that the Vermont
General Assembly can afford to in-
crease the State earned income tax
credit to make up this loss, with even
more Federal cuts on the way.

Workers are treading water or worse
against the rising tide of inflation and
low wages. Now is not the time to cut
a tax credit that will raise Federal and
State taxes on low- and moderate-in-
come families.
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Instead, I urge my colleagues to sup-

port this amendment to restore the
earned income tax credit.

Mr. AKAKA. Mr. President, as the
Senate debates 5. 1357, the fiscal year
1996 budget reconciliation bill. I am
concerned that the tax changes and
spending priorities put forward seek to
balance the budget on the backs of sen-
ior citizens, working families. the
working poor, and our Nations chil-
dren. The Republican proposal for a
$270 billion cut in Medicare, a $182 bil-
lion reduction in Medicaid, and a $43
million tax hike for families earning
under $30,000 a year to finance $245 bil-
lion in tax giveaways—over half to in-
dividuals earning over $100,000 annu-
ally—clearly outlines the number one
priority of the Republican plan: tax re-
lief for a privileged few.

The details of the legislation stand in
stark contrast to the intended goal of
reducing the Federal budget deficit.
The fears I expressed during debate on
the budget resolution have been con-
firmed: the brunt of deficit reduction
in this bill comes at the expense of our
responsibility to make work pay. the
education and well-being of our youth,
the retirement security of our parents,
and our commitment to long-term in-
vestments in productivity, education,
and job training. This approach is
shortsighted and threatens to reverse
progress made in genuine deficit reduc-
tion and tax fairness over the past
years.

The tax increases contained in the
reconciliation bill hit hardest on work-
ing American families. In particular,
the $43 billion reduction in the earned
income tax credit [EITC] will raise
taxes for 17 million working Americans
and their families. The most effective
way to improve the economic well-
being of the middle class and working
poor is to promote policies that reward
work and lessen dependency. Resources
should be focused on economic policies
and public investments that enhance
productivity, create well-paying,
skilled private sector jobs. and restore
economic mobility and prosperity to
working Americans.

Yet the Republican plan cuts the
earned income tax credit by $43 billion
over 7 years; reversing longstanding bi-
partisan support for policies that make
work pay. The earned income tax cred-
it helps low-and-middle-income work-
ing families who have seen their wages
decline since the 1980s and serves as a
safety net for middle-class families
confronted with a sudden loss of in-
come. The EITC helps these families
through economic difficulties and en-
courages policies that make work pay.

Mr. President, despite the tremen-
dous number of new jobs created last
year and the 2-year decline in the na-
tional unemployment rate, the earn-
ings of many Americans have remained
stagnant. In fact, over the last decade
most working families have seen their
standard of living erode. People are
working harder and longer to make
ends meet. The number of working
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poor- families and individuals living at
or- below the poverty line continues to
grow.

The 1993 expansion of the EITC was
designed to lift a family of four, in
which a parent works full-time, year-
round at the minimum wage, to the
poverty line. This $43 billion tax in-
crease on millions of working fami-
lies—many just above the poverty line
who are struggling to work, raise their
families, and avoid welfare, will de-
stroy an important incentive that en-
courages work and self-sufficiency. The
proposed cut in the EITC would in-
crease Federal income taxes on mil-
lions of low-income working families
with children. The Treasury Depart-
ment estimates that 17 million low-in-
come American taxpayers will see an
immediate tax increase averaging $281
per year under the Republican pro-
posal. When fully implemented, the Re-
publican proposal would boost the av-
erage tax bill for working taxpayers by
$457 per year.

In 1996. working families with more
than one child will see their EITC re-
duced by $270. A working family with
two children earning $20,000 or less
would see a $372 tax hike. Working poor
families with one child and taxpayers
without children also will see a tax in-
crease under the GOP plan. The elder-
ly, disabled, and retired who receive
Social Security and have an average
income under $10,000 will see their
taxes climb by an average of $859 under
the Republican plan. Over 1 million
low-income working families—and over
2 million children—would suffer as a di-
rect result of this proposal.

Working families with children that
have low and moderate incomes face
three strikes under this bill. The reduc-
tion in the earned income tax credit,
cuts in Medicaid. and ineligibility for
the $500 per child tax credit will hit
millions of working families and mil-
lions of children hard. Over 30 million
children, 44 percent of our Nations
young people, would receive no benefit
or only partial credit and not the full
$500 proposed.

Mr. President. what message are we
sending to working men and women?
By raising income taxes on millions of
Americans struggling to make ends
meet and committed to work over wel-
fare and making tax breaks para-
mount, the Republican reconciliation
plan establishes disincentives to hard
work and threatens the economic secu-
rity of millions of American families.

I urge the defeat of 5. 1357.
Mr. BRADLEY. Mr. President, I yield

4 minutes to the distinguished Senator
from Washington State.

Mrs. MURRAY. Thank you, Mr.
President. It is always a pleasure to be
working with my colleague from New
Jersey, Senator BRADLEY. It is unfortu-
nate. though. today, that what we are
trying to do is to fix the Republican
budget and attempt to restore the
earned income tax credit.

Mr. President, this Republican budg-
et will cut $43 billion from the earned

income tax credit, and in so doing. this
budget will be raising taxes on those
earning less than $30000 a year.

I have to tell you. this is totally in-
comprehensible to me that while the
Republicans are touting this budget
and all the glory of its tax cuts, they
are raising taxes on hard-working
American families.

Where is the logic in this? As one of
my colleagues recently stated, this is
nothing more than reverse Robin
Hood—taking from the poor in order to
pay for tax breaks for the most
wealthy in America.

The impact of this proposal is as-
tounding. The numbers are staggering.
This budget will raise taxes on 17 mil-
lion families across America. In my
home State. low-income working fami-
lies with two children will see a $452
tax increase in 2002 and a $522 tax in-
crease in 2005.

What kind of message does this pro-
posal send to our hard-working fami-
lies? Does it provide security and hope?
Or does it tell them they are on their
own? Does it tell these families that
are working to stay above the poverty
line that we no longer reward hard
work and support their efforts?

Mr. President. the EITC has always
received bipartisan support because it
is a commonsense tax credit. It re-
wards work. It provides a real incen-
tive. It gives people the means to move
from the welfare rolls to the work
force.

As we all know, in 1986. Ronald
Reagan praised the EITC. I remember
him saying, "It is the best antipoverty,
best profamily, best job creation meas-
ure to come Out of Congress."

As in President Reagan's day. many
of today's hard-working American fam-
ilies are trying to make end's meet,
send their kids to school and provide
some hope for the future. Average
Americans are worried today about
their jobs. They are anxious about
their cost of education. And there is
genuine concern Out there about the
costs of health care. It is astounding
that the other side has chosen this
time to reduce the EITC.

Mr. President. this tax increase is
not a big deal to some of our colleagues
here in the Senate. but, believe me.
these are real increases to average
Americans.

As I have said many times through-
out this budget process—I will say it
again now—this budget has no con-
science nor provides any hope. It hurts
the little guy, those who need help,
those who are struggling to make a liv-
ing and provide for their children, and
it rewards the rich.

Taking away this tax credit adds in-
sult to injury. The EITC keeps people
off welfare. It offsets other forms of
formal assistance. It gives American
parents the security they need to enter
the work force.

We cannot balance the budget on our
working poor, our elderly and our chil-
dren. and we cannot justify cutting
taxes for the wealthy while increasing
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taxes on the poor. We should put things
back in perspective and help those who
really need our help.

Mr. President, I urge my colleagues
to support this amendment. It tells
working families we are in their cor-
ner. It says we are against increasing
their taxes and we are for insuring
their financial security.

I commend my colleague from New
Jersey and urge all of Our colleagues to
support this sound, commonsense
amendment,

Mr. BRADLEY, Mr. President, in
1993, Congress decided to give a 3-year
tax cut to families earning under
$30,000 a year. That is the earned in-
come tax credit,

What the other side attempted to do
is to say. "Do not give these working
families earning under $30,000 a year
the third year of their tax cut." That is
essentially what this debate is about.

As I said last night, I would oppose
their effort to raise taxes on families
earning under $30,000 a year if it was a
free-standing amendment; but in the
context of this debate it is virtually
unconscionable because of the estate
tax provision in this bill. I have not
heard anyone on the other side defend
this provision. If you have a $5 million
estate you pay $1.7 million less in es-
tate tax because of the changes in this
bill, I have not heard one person on the
other side of the aisle stand up and
credibly defend why we should give less
than one-tenth of 1 percent of the es-
tates in this country a $1.7 million tax
cut while we are raising taxes on fami-
lies earning under $30,000 a year. I have
not heard that defense. Maybe it exists.
I have not heard it,

The distinguished Senator from New
Mexico read a letter from the Joint
Tax Committee, as if the letter
clinched the case. And the letter of
course says that 72 percent of the tax
benefits in this bill go to families earn-
ing under $75000 a year. That is true.
One does not dispute that. But that is
not a refutation of the fact that taxes
are increased on families earning under
$30,000 a year. It means that the tax
cut for those with incomes between
$30,000 and $75000 is large enough to
offset the tax increase for those earn-
ing under $30,000.

Then, finally, there was this nice
phrase here in the letter from the Joint
Tax Committee. Only 1.5 percent of
all households will have an income tax
increase;" an income tax increase.

Mr. President, people who earned
under $30,000 a year last year paid $114
billion in Federal taxes. Guess how
much of the $114 billion was income
tax? It was $12 billion. Mr. President
$12 billion out of the $114 billion was
income tax.

What other taxes do they pay? They
are working people. They pay Social
Security taxes. For years we heard
from the other side that the cruelest
tax of all is the tax on working Ameri-
cans, the Social Security tax. What
they are doing is essentially raising
the effect of the Social Security tax on
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those working people. because the
earned income tax credit offsets Social
Security taxes and income taxes and
excise taxes paid by families earning
under $30000 a year. And the Joint Tax
Committee did not refute that. The let-
ter refers only to income taxes, not So-
cial Security taxes.

So let us be clear here. Let us be
clear. There has not been one refuta-
tion of the fact that the earned income
tax credit offsets Social Security
taxes. And when you repeal it. you are
essentially raising Social Security
taxes on families earning under $30000
a year. Why do this in the context of a
bill where estates of $5 million get a
1.7 million tax cut? Tell me how is
that good policy.

Then, of course. we are going to see a
chart later, the famous growlh chart,
that will show that the earneç! income
tax credit has increased dramatically
in the last 3 years. how it is exploding
since 1986. Every time. Mr. President.
every time we hear that argument
about the earned income tax credit ex-
ploding. remember. Mr. and Mrs. Amer-
ica. what they are saying is that work-
ing families are getting a bigger and
bigger tax cut and they do not like it.
Republicans want to reduce their tax
cut. They want to raise taxes on work-
ing families.

So when you see that chart going up,
that is not a chart of the growth of the
earned income tax credit. That is a
chart of taxes going down for working
families in this country.

So when the distinguished Senator
from Oklahoma puts that chart up—
and I hope he puts that chart up at
some point today—remember those
bars that go higher and higher: Lower
taxes on working families in America.

Mr. President. this is one of those
moments that is so clearly qefining
that it really is even reachable by my
own rhetorical skills. You do not have
to be a great speaker when you have all
the facts on your side. when you have
no refutation on the other side, and
when the choice is so clear—a $1.7 mil-
lion tax cut for estates of $5 million?
That is less than one-tenth of 1 percent
of the estates in this country in any
given year. So the contrast is clear: a
tax cut of $1.7 million for estates ver-
sus a tax increase on working families.

The other side says "We did not in-
crease it on families. We only increased
it on single people earning under
S30.000." Well it is true that single peo-
ple are clearly getting a tax increase.
That is true. But I can also give you
plenty of examples of where you in-
creased taxes on working families.
Anybody who is single under 30, yes,
you get a big tax increase—a big tax
increase. Not a small one, a big one.
And for many families, it is also true.

Mr. President. this is an issue that I
think bears a very a strong vote in sup-
port of our effort to protect this tax
cut for working families. Mr. resi-
dent, I am prepared to yield 3 minutes
to the distinguished Senator fron West
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Virginia. who is on the floor now in
support of this amendment.

Mr. ROCKEFELLER. The distin-
guished Senator from New Jersey is
kind as always.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President. I
am going to be on the floor again today
because the Republican rhetoric is not
matching the reality and the Repub-
lican rhetoric is that the children's tax
credit will help families.

In reality, too many families will be
excluded from this credit because it is
not refundable,

In fact. over 20 million children will
not receive the full benefit. And these
children are in families earning less
than $30.000. families that need tax re-
lief the most to make ends meet on a
tight family budget.

To add insult to injury, not only do
Republicans deny the credit to such
hard working, low-wage families, Re-
publicans are paying for it by imposing
a tax increase on them with a $43 bil-
lion cut from the earned income tax
credit [EITCJ.

The Republican leadership continues
to claim that their tax package helps
middle-class American families. And
this sounds good. but I want to know
how they define the middle class?

In my State of West Virginia, we be-
lieve that parents who go to work
every day. and struggle to raise their
children are middle class, admirable.
and deserving of support and encour-
agement. Over 65 percent of our tax-
payers are working hard but earn less-
less than—$30,000. For such families
they will lose, not gain under this bill.

West Virginians have a basic sense of
fairness and common sense. They will
know that this package and its claim
of middle class tax relief are false when
they fill Out their tax forms in April
1997.

Just 2 years ago. these working fami-
lies were promised tax relief. Now Re-
publicans are reneging on that deal and
raising taxes on families earning less
than $30,000. For families with two or
more children, their taxes will go up an
average $483. For families with one
child, taxes will go up an average of
$410. This will hit over 77.000 families
with children in my State of West Vir-
ginia alone.

But such numbers can be numbing.
Let us get beyond the rhetoric, and
look at real families.

A real family. like the Helmick fam-
ily of New Milton, West Virginia, will
be worse off, not better. The Helmick
family has 6 children, ranging in age
from 15 to 4. Mr. Helmick works full-
time as a truck driver for a local con-
struction company. and Mrs. Helmick
is a full-time homemaker. In the past.
they have used their EITC to buy baby
furniture and to buy a used truck so
Mr. Helmick has reliable transpor-
tation to get to work. Mr. Helmick will
not get to claim the full tax credit for
his children. and he will lose EITC ben-
efits under the Republican plan.
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This is a real working family that

will be hurt. not helped.
And families like the Helmicks who

can not claim the child credit and are
hurt by the cuts in EITC, probably will
not be claiming capital gains tax
breaks either. For them, this package
does little more than renew their cyni-
cism since it reneges on promises made
just 2 years ago when we told families
to play by rules, go to work instead of
welfare and we will offset your payroll
taxes so that you do not have to raise
your children in poverty.

I feel badly for 65 percent of families
in West Virginia who will be hurt rath-
er than helped by the Republican tax
proposal.

I thank the distinguished Senator
from New Jersey.

Mr. BRADLEY. Mr. President, how
much time remains?

The PRESIDING OFFICER. The Sen-
ator from New Jersey has 3 minutes
and 18 seconds remaining.

Mr. BRADLEY. Mr. President, I have
one final point.

The purpose of the earned income
credit was to offset income taxes that
working families pay—working pe 0-
pIe—and Social Security taxes that
working families pay, and excise taxes
that working families pay. That is the
purpose of it.

The other side has said this proposal
that they have offered does not in-
crease income taxes on 98 percent of
the people.

What about Social Security taxes?
What about excise taxes? Are they say-
ing those are not taxes? Are they not
saying that a working family at the
end of the mpnth has less money in
their pockets because they paid those
taxes? A working family has less in
their pockets after this proposal passes
because of the Social Security taxes
that they do not have offset, and the
excise taxes that they do not have off-
set. And if you are a working single
person. forget it. You are going to have
a serious increase in taxes. Those are
the facts. Those are the facts.

One repeat of a statistic: Of the $114
billion in Federal taxes paid by fami-
lies and individuals earning under
$30,000 a year, only $12 billion of the
$114 billion are income taxes. We offset
all the others. They offset only the $12
billion.

In the context of a tax bill, where an
estate of $5 million gets a tax cut of
$1.7 million, I really want to hear the
other side defend that estate tax provi-
sion.

I want to hear them make the argu-
ment about the family farm because I
will have an amendment later that will
protect the family farm, and it will
cost $700 million as opposed to $3 bil-
lion over 5 years. Then we will be able
to see the difference between the two
parties. Even on that issue, one wants
to protect the family farm. and the
other, of course, wants to give a little
bit more benefit to business corpora-
tions, and not only the family farm. I
can understand why that is good poli-
tics for some. It certainly is not good
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politics. And it is certainly not good
policy in the context of a bill that
raises taxes on working families that
deserve a tax cut, not a tax increase.

Mr. WELLSTONE. Mr. President. is
there any time left?

The PRESIDING OFFICER. There
are 27 seconds remaining.

Mr. WELLSTONE. If I could amplify
a point made by the Senator from New
Jersey, it is not good politics either be-
cause people in the country—in case
anybody has not noticed—yearn for a
political process that they can believe
in, a political process where they think
they are represented. This does not
look like such a process. This looks
like something good for big players,
heavy hitters, those who have all of the
influence, with the vast majority of the
people shut Out. This is not a regular
person's standard with this kind of
break.

Mr. EXON. Mr. President, for the
record, I would like to have the Chair
advise the Senate of the time remain-
ing on both sides overall.

The PRESIDING OFFICER. There
are 3 hours left for the Senator from
New Mexico, and there are 4 hours and
45 minutes remaining for the Senator
from Nebraska.

Mr. EXON. I thank the Chair. As I
understand it. we have now used up all
time and completed debate on the
amendment offered by the Senator
from New Jersey. As I understand it.
we are about then, per the previous
agreement, ready to take up an amend-
ment that I understand is to be offered
by the Senator from Florida who I be-
lieve is in or near the Chamber with re-
gard to Medicaid funding.

Is that the understanding that has
been tentatively agreed to as far as the
other side is concerned?

Mr. ABRAHAM. It is my understand-
ing that Senator NICKLES reserved 10
minutes of time to speak on this topic.
I am trying to ascertain whether he in-
tends to use it.

Mr. EXON. On the EITC issue.
Mr. ABRAHAM. That is correct.
Mr. ,EXON. Then we would go to the

Medicaid amendment.
Mr. ABRAHAM. That is my under-

standing.
Mr. EXON. I thank my colleague.
Mr. ABRAHAM. We are trying to de-

termine if that reserved 10 minutes will
be used or not.

Mr. EXON. Since Senator NICKLES is
not here, in order to conserve time.
could we temporarily set that aside
and allow the Senator from Florida to
proceed with his presentation?

Mr. ABRAHAM. We would be happy
to enter into a unanimous-consent
agreement, and we wish to reserve the
10 minutes of time for Senator NICKLES
for whatever time later that he might
be available.

I move that we temporarily lay aside
the EITC motion so that we might pro-
ceed to the next motion. I believe it is.
while reserving 10 minutes of debate on
our side for the EITC.

The PRESIDING OFFICER. Is there
objection?
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Mr. BRADLEY. Mr. President, re-

serving the right to object. what was
the request on the EITC?

Mr. ABRAHAM. I do not think it is a
request, simply a confirmation of an
agreement reached last night for 10

minutes reserved for Senator NICKLES
to comment further on the motion that
the Senator from New Jersey has of-
fered.

Mr. BRADLEY. There was a motion
made last night? I do not think there
was a motion last night relating to any
time allotted to the other side.

Mr. ABRAHAM. The motion I believe
is the motion of the Senator from New
Jersey. I believe the agreement with
regard to time on that motion is 10

minutes had been reserved.
Mr. BRADLEY. Reserving my right

to object, my understanding is Senator
NICKLES' amendment was on a second-

.degree amendment, and Senator NICK-
LES chose to withdraw his second-de-
gree amendment. I do not think there
was ever an agreement on time.

Mr. ABRAHAM. Mr. President, I pro-
pose to have Senator GRAHAM proceed.
If he chooses to take time off the bill.
we will for Senator NICKLES.

Mr. BRADLEY. Mr. President. I have
no objection to time off the bill.

Mr. EXON. Mr. President, we can
then proceed at this time in the usual
fashion. I am pleased to yield 1 hour off
the bill of time to be controlled by the
Senator from Florida who wishes to ad-
dress the matter, and I hope the Chair
will recognize the Senator from Flor-
ida at this time.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. GRAHAM. Mr. President, could I
ask the ranking member a question? Is
the 1 hour under the control of the
Senator from Florida, or is it 1 hour
equally divided?

Mr. EXON. Under the usual proce-
dures. there is 1 hour under the control
of the minority. I have just yielded
that 1 hour to the Senator from Flor-
ida, and, of course, there is also 1 hour
for the Senator from Georgia.

The PRESIDING OFFICER. The
Chair would inform the Members of the
Senate that, since this is a motion, it
is 1 hour equally divided between the
sides. That would be 1 hour equally di-
vided between the proponents of the
motion, Senator GRAHAM, and 1 hour
for the opponents under the control of
the Senator from Michigan.

Mr. GRAHAM. Thank you, Mr. Presi-
dent.

Mr. President, in light of the limita-
tions under which we will debate this
matter, I will make a few opening com-
ments, and then yield 5 minutes to my
colleague from Minnesota.

Mr. President, one of the most sig-
nificant but not adequately focused
upon aspects of this debate is the im-
pact which this reconciliation will
have on the most important Federal-
State partnership in existence, which
is the Medicaid program. This program
represents for most States——
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The PRESIDING OFFICER. The

Chair would inquire: Has the Senator
sent the motion to the desk?

Mr. GRAHAM. I have not but I shall
in a moment.

This represents for most States 40
percent, or more, of all of their Federal
grant in aid programs for highways,
education, and law enforcement. Forty
percent of all of the funds which come
from the Federal Government to assist
States in providing services to their
people come through this one program
of Medicaid.

It is the safety net under our entire
health care system. While it represents
well under 10 percent of health care
spending in terms of the Federal com-
mitment to Medicaid, it represents the
safety net for virtually 100 percent of
our health care system.

Yesterday, I heard some speakers
talk about the fact that we are in-
volved in this reform not just because
we need to balance the Federal budget,
which many of us. including this Sen-
ator. strongly support and have voted
consistently for measures that will
move toward the balanced budget and
are very pleased at the report yester-
day that for the third consecutive year
we have reduced the degree of the Fed-
eral deficit, but beyond that goal of
balancing the Federal budget, we need
to rid ourselves of failures, of programs
that were not functioning, that in
some cases were even counter-
productive.

Mr. President, while I will suggest
some areas in which I believe the Med-
icaid Program can be improved. I will
state emphatically this program is by
no definition a failure. In one very dra-
matic area. infant mortality, this pro-
gram has contributed substantially to
a dramatic reduction in infant mortal-
ity in virtually every State. It has re-
sulted in more babies being born at
term, at full birthweight, fully able to
begin the developmental process. and
then it has helped poor mothers to be
able to continue the health care for
those babies after they were birthed.

This program is a program which has
had flexibility to respond to changing
circumstances which range in every de-
gree from changes in population to
changes in economic circumstances to
natural disasters that impose unantici-
pated burdens upon a particular State.

I will talk later about my concern of
the proposals in this reconciliation bill
for the severe cuts in the Medicaid pro-
gram. cuts which will reduce the an-
nual average increase to 1.4 percent in
comparison to the private sector's esti-
mate that over this 7 years, private
sector health care will increase at 7.1
percent per American citizen over each
of the next 7 years: that that kind of
disparity represents not a fine tuning
of the Medicaid Program but. frankly.
a collapse of the Medicaid Program and
its ability to serve as the safety net.
And finally, that the allocation of
funds among the 50 States in the rigid
block grant formula is inequitable, per-
petuating inequities in distribution



S 15714
which exist in the current law as well
as rendering the program unable to re-
spond to changes in circumstances
among our 50 States.

MOTION To coMMIT
Mr. GRAHAM. Mr. President. with

those introductory comments. 1 send to
the desk a motion to commit with in-
structions.

The PRESIDING OFFICER. The
clerk will report the motion.

The assistant legislative clerk read
as follows:

The Senator from Florida [Mr. GR,&iw1]
moves to commit the bill S. 1357 to the Com-
mittee on Finance with instructions: to re-
port the bill back to the Senate within 3
days (not to include any day the Senate is
not in session) making changes in legislation
within that Committee's jurisdiction to
eliminate reductions in the Medicaid pro-
gram over the seven year period beyond
$62,000,000,000 and reduce revenue reductions
for upper-income taxpayers by the amount
necessary to ensure deficit neutrality. In ad-
dition, the Committee is instructed to
achieve the Medicaid savings through imple-
mentation of a Medicaid per capita cap with
continued coverage protections and quality
assurance provisions for low-income chil-
dren. pregnant women, disabled, and elderly
Americans instead of through implementa-
tion of a Medicaid block grant.

Mr. GRAHAM. Thank you. Mr. Presi-
dent. I yield 5 minutes to the Senator
from Minnesota.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. I thank the Chair.
I thank my colleague from Florida. I
rise to support this motion and ask
unanimous consent to be included as
an original cosponsor.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. WELLSTONE. Mr. President. I
say to my colleague from Florida. I do
not have much confidence about this
2,000 pages plus and what it is going to
mean for people in my State of Min-
nesota that I represent.

The other day in the Chamber of the
Senate I had an amendment. I did not
mean for it to be symbolic. I thought
there would be 100 votes for it. My
amendment said that if by virtue of ac-
tion we take in this reconciliation bill
there are fewer children with medical
coverage, also more children that are
hungry, then we will revisit what we
have done over the next year and we
will take action to correct this dam-
age. I could not get votes for that. I re-
ceived 45 votes.

I come from a State with 425.000 Med-
icaid—we say medical assistance—
beneficiaries, projected to be. I say to
my colleague from Florida. 535.000 by
the year 2002. My State of Minnesota
does not have the slightest idea what
in the world we are going to do in re-
sponse to anywhere from $2.5 billion to
$3.5 billion—we do not even know yet—
of cuts in medical assistance. And I can
tell you right now, in all due respect to
my wonderful colleagues. in my not so
humble opinion, I come from the great-
est State in the United States of Amer-
ica. We have done some wonderful
things. We are a compassionate State,
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and we will not walk away from the
most vulnerable citizens.

So this a shell game for Minnesota.
and for all too many of our States it is
a shell game.

Mr. President. 300.000 children are
medical assistance beneficiaries in my
State of Minnesota. many of them in
working families. We will not walk
away from those children. So the coun-
ties are going to have to pick up the
cost. It will be the property tax. Min-
nesotans.

In my State of Minnesota. we have
done some wonderful things to make
sure that people in the developmental
disabilities community can keep their
children at home, do not have to be-
come indigent and poor to get assist-
ance: that people with developmental
disabilities may live lives with dignity.
But I will tell you what is going to
happen. With draconian cuts in medical
assistance, my State will not walk
away from this community. It all gets
put back on the State. all gets put
back on the counties. This is nothing
but a shell game.

In my State of Minnesota. 60 per-
cent—60 percent—of our medical assist-
ance payments go to our nursing
homes. I have been to a lot of those
nursing homes, and a lot of the people
who are the care givers ask the follow-
ing question: Senator, what are we
going to do with these reductions? We
cannot live with these reductions and
live up to standards. Are we going to
let staff go? Are we going to redefine
eligibility? Are there going to be fewer
benefits?

This is notjust the elderly. These are
the children and the grandchildren as
well.

This amendment really cuts right to
the heart and soul of what we are about
here. I was in a debate earlier. We have
an estate relief tax break. For those
Minnesotans who have $5 million in an
estate, they are going get a tax break.
I say to my colleague from North Da-
kota. of $1.7 million. Those are the
kinds of giveaways we have. But at the
same time we have draconian cuts in
medical assistance for people with dis-
abilities, for children and for elderly
citizens. And in many ways. I say to
my colleague from Florida, I think
these reductions are perhaps the most
problematical for the States we rep-
resent, the most problematical, the
most awful, the most god-awful for the
counties and local communities that
we represent, because in my State of
Minnesota we are not going to walk
away from the citizens. Somebody is
going to have to pay the bill. We are
going to have to do it Out of the local
property tax, and that is going to be
the most difficult way of all.

This makes no sense at all. This is.
as I have said 1,000 times in the Cham-
ber of the Senate, a rush to reckless-
ness. This is a fast track to foolishness.
and I wish my colleagues would look at
their language and look at their statis-
tics and look at their charts and read
their sentences and understand what
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the consequences are going to be for
the lives of the people we represent.

Let us have deficit reduction, but let
us go after some other folks that can
tighten their belts. Let us look at the
subsidies to the oil companies. coal
companies. pharmaceutical companies,
insurance companies. estate breaks,
and all the rest.

Let us not cut medical assistance to
the point where we are denying quality
health care for the people we represent.
This is an extremely important mo-
tion. It is about fairness. It is about
economic justice. And I say to my col-
leagues, it is also about good health
care policy. The numbers should drive
the policy. We need to have deficit re-
duction, but we cannot be reckless
with the lives of the people we are here
to represent.

The PRESIDING OFFICER (Mr.
THOMAS). Who yields time?

Mr. GRAHAM. Mr. President. I yield
2 minutes to the Senator from Mary-
land.

The PRESIDING OFFICER. The Sen-
ator from Maryland.

Ms. MIKULSKI. Thank you, Mr.
President.

I rise in strong support of the Demo-
cratic leadership amendment, the Gra-
ham motion. My Republican colleagues
constantly remind us of how important
family values are. And I think family
values are fantastic, especially the one
that says. Honor thy father and thy
mother" I think it is not only a good
commandment to live by. I think it is
a good public policy to implement.

I believe when we say, "Honor thy fa-
ther and thy mother,' we should have
this in our Medicare Program and in
our Medicaid Program. A substantial
part of the Medicaid Program goes to
services to the elderly who are in nurs-
ing homes. We have watched this pro-
gram grow. And it is an important
safety net to the American middle-
class families. We must preserve Med-
icaid to be a safety net for the people
who have no other resources for long-
term care and also for those who are
disabled, disabled Americans who rely
on Medicaid because they cannot get
private health insurance.

My dear father died of Alzheimer's, I
could not reverse the tide of him dying
one brain cell at a time, but I vowed I
would devote my life to fighting for a
long-term care policy. That is what the
Spousal Impoverishment Act was, a
protection. and what we passed in 1988.
I am glad that we do not repeal spousal
impoverishment. And I hope it does not
erode.

I regret that we are now going to
cancel Out the protections of nursing
home grants that looked Out for people
who were in nursing homes, who were
too sick to be able to protect them-
selves. the laws that prevent restraints
and the laws that prevent abuse, that
mandates standards, so that when peo-
ple who have Alzheimer's or Parkin-
son's or other dementia diseases where
we need long-term care, even though
we cannot change the course of the dis-
ease, we can ensure that they are in a
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safe, secure environment. We can be
sure of a lot of things if we pass the
Graham motion.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. GRAHAM. I yield 5 minutes to
the Senator from Massachusetts.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. KENNEDY. Mr. President, it is
entirely appropriate that today we
focus on the other real aspect of the
Medicare debate, and that is Medicaid.
Medicare reduces the support for our
seniors by 22 percent. The Medicaid
legislation reduces it by some 30 per-
cent. Today I want to talk for just a
few moments about the children who
are going to be adversely impacted by
the current legislation that is before
the Senate, unless the Graham amend-
ment is passed.

Among the children—in 1993—9.5 mil-
lion were uninsured. The best estimate
is that, under current law, the number
of uninsured children will increase to
12.6 million in the year 2002. Under the
Republican proposal. 4.4 million addi-
tional children will be uninsured in
2002 for a total of 17 million. Even
under current law, there will be an up-
ward flow in the number of children
who lack health insurance coverage.
but the Republican plan makes it even
worse.

Just 2 years ago, on a bipartisan
basis, under the leadership of Senator
ROCKEFELLER, Senator R1EGLE, and
others, the Finance Committee passed
a program to provide comprehensive
health services for children up to the
age of 18 who were at or below 185 per-
cent of poverty. We have one interven-
ing election and look what happens?
We basically pull the rug out from un-
derneath the children of this country.
Eighteen million of them now have
coverage under Medicaid. Ninety per-
cent of those children are in families
that are in the work force, either full
time or part time. These are hard-
working men and women at the lower
level of the economic ladder that abso-
lutely depend on this program for the
range of health services that are pro-
vided under the Medicaid Program.
And effectively, under the Republican
proposal that is before us today, we are
saying, No longer will there be the
guarantees of the prescreening serv-
ices. no longer will there be the range
of different health services for the chil-
dren in this country.' And why are we
doing it? To provide tax breaks for the
wealthiest companies and corporations
in this country and the wealthiest indi-
viduals in this country.

Not only are we pulling Out the rug
from underneath the children in this
country, but, again, we are pulling out
the rug from underneath the seniors by
eliminating Federal standards in nurs-
ing homes. I was here in 1987 during the
time that Congress held some of the
most shocking hearings that we have
ever had in the U.S. Senate, when we
found out what was happening to our
parents in nursing homes across this
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country. We found that there were
shocking conditions. And Republicans
and Democrats got together and passed
minimal standards in order to make
sure that our seniors were going to be
able to live in nursing homes with
some peace and dignity and quality
care.

Under this Republican proposal, ef-
fectively. we are taking out those guar-
antees and taking out those standards
and at the same time failing to provide
the assurance for those seniors and
those parents that there will be decent.
quality care in the nursing homes of
this country.

Mr. President. this makes no sense
for the same reasons that the cuts in
Medicare make no sense. The Repub-
licans are taking the funds out of the
protections for children and out of the
protections for the seniors of this coun-
try. and using it for tax breaks for the
wealthy individuals and corporations
of this country. And. Mr. President, in
order to remedy that. we should em-
brace the Graham motion. That
amendment offers us the best oppor-
tunity to do so.

Medicaid is the companion program
to Medicare, and the Republican as-
sault on Medicaid is even more cruel
and unfair than their assault on Medi-
care. The Republican plan would cut
Medicaid by $187 billion over the next 7
years.

The country is up in arms over Medi-
care cuts that would mean a 22-percent
reduction a year by the end of the
budget period. By the end of that same
period. Medicaid will be cut by a stag-
gering 30 percent a year.

In large measure, the Republican
cuts in Medicaid will strike another
blow at the same groups hurt by the
Republican cuts in Medicare—senior
citizens and the disabled. Ten million
elderly and disabled Americans are en-
rolled in Medicaid. Twenty-three per-
cent of them—nearly one in every
four—will lose their coverage. Seventy
percent of all Medicaid spending under
the program is for these two groups—
the elderly and disabled—and much of
it is for long-term nursing home care.

But there is also another group who
will be especially injured by the Repub-
lican cuts—America's children. Sev-
enty percent of Medicare spending is on
the aged and disabled—but 70 percent
of the people rely on Medicaid are chil-
dren and their parents—a total of 18
million children and 8.1 million par-
ents.

Every child deserves a healthy start
in life. But under the Republican pro-
gram, millions of families who have
adequate medical care today will be
forced to go without such care tomor-
row. One in every five children in
America depends on Medicaid. One in
every three children born in this coun-
try depends on Medicaid to cover their
prenatal care and the cost of delivery.
These children are also guaranteed pre-
natal care, immunizations, regular
check-ups, and developmental
screenings. And, they are guaranteed
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the physician care and hospital care
they need.

The vast majority of Medicaid-cov-
ered children—90 percent—are in fami-
lies with working parents. Most of
these parents work full time—40 hours
a week, 52 weeks a year. But all their
hard work does not buy them health
care for their children, because their
employers don't provide it and they
cant afford it on their own. Even Med-
icaid fills only part of the gaps. Over 9
million other children are uninsured.
and each day the number rises. Soon.
less than half of all children will be
covered by employer-based health in-
surance.

We tried to address this problem last
year. but Republicans said no. Now.
they are trying to undermine the only
place where families without employer-
provided coverage can turn for health
care.

The Republican cuts in Medicaid will
add 4 to 6 million more children to the
ranks of the uninsured. When they are
done—one in four American children
will have no insurance at all.

These cuts will drastically increase
the number of uninsured children.
They will eliminate all the standards
of quality that protect children today.
The guarantee of prenatal care is gone.
The guarantee of physician care is
gone. The guarantee of hospital care is
gone.

Under the Republican plan, senior
citizens and the disabled are on the re-
ceiving end of a deadly one-two punch.
Deep Medicare cuts, and even deeper
cuts in Medicaid. Not only will one in
four lose their Medicaid coverage, but
they will be victimized by one of the
cruellest aspects of the cuts—the
elimination of any Federal quality
standards for nursing homes.

Strong Federal quality standards for
nursing homes were enacted by Con-
gress with solid bipartisan support in
1987, after a series of investigations re-
vealed appalling conditions in nursing
homes throughout the Nation and
shocking abuse of senior citizens and
the disabled.

Elderly patients were often allowed
to go uncleaned for days. lying in their
own excrement. They were tied to
wheelchairs and beds under conditions
that would not be tolerated in any pris-
on in America. Deliberate abuse and vi-
olence were used against helpless sen-
ior citizens by callous or sadistic at-
tendants. Painful, untreated, and com-
pletely avoidable bedsores were found
widespread. Patients had been scalded
to death in hot baths and showers, or
sedated to the point of unconscious-
ness, or isolated from all aspects of
normal life by fly-by-night nursing
home operators bent on profiteering
from the misery of their patients.

These conditions, once revealed,
shocked the conscience of the Nation.
The Federal standards enacted by Con-
gress ended much of this unconscion-
able abuse and achieved substantial
improvements in the quality of care for
nursing home residents.



S 15716
Yet the Republican Medicaid cuts

eliminate these Federal standards. It
does not modify them. This bill does
not reform them. It eliminates them.
The House bill even repeals the nursing
home ombudsman program that pro-
vides an independent check on condi-
tions in nursing homes.

In addition, the cuts in Medicaid are
so deep that even conscientious nurs-
ing home operators who want to main-
tain high quality care will be hard-
pressed to afford the staff and equip-
ment necessary to provide it.

It is difficult to believe that anyone,
no matter how extreme their :ideolo,
would take us back to the harsh nurs-
ing home conditions before 1987. But
that is exactly what the Republican
plan will do.

The Republican plan for Medicaid is
an outrage. It says that society does
not care about the most vulnerable
groups in our country—senior citizens,
children and people with disabilities.

In a very real way. Medicare and
Medicaid is a lifeline for tens of mil-
lions of Americans who have nowhere
else to turn. Without access o Medi-
care andMedicaid, many healthy chil-
dren and many senior citizens will be-
come sick and many will die. This bill
can fairly be called The Sick Child and
Dead Senior Citizen Act of 1995.

It is wrong, deeply wrong. to put mil-
lions of our citizens at much greater
risk of illness and death in order to pay
for tax breaks and special favors for
the wealthy and powerful. Greed is not
a family value. Republicans in Con-
gress who intend to vote for these
harsh and extreme cuts should think
again before they wash their hands of
their responsibility for the con-
sequences of their votes.

These Republican proposals are too
harsh and too extreme. They are not
what the American people voted for
last November. They should be rejected
out of hand by Congress.

I withhold the balance of my time
and yield it to the Senator from Flor-
ida.

The PRESIDING OFFICER, Who
yields time?

Mr. ABRAHAM. Mr. President. at
this time I would yield 10 minutes to
the Senator from Missouri.

The PRESIDING OFFICER. The Sen-
ator from Missouri.

Mr. ASHCROFT. Mr. President,
thank you very much.

I think it is important to put the re-
forms that are proposed by the major-
ity into context here and to try and
speak about those reforms in rational
language, instead of the panic and par-
anoia that has been expressed regard-
ing those reforms.

It has been represented on the floor
of the Senate today that the block
grant program for Medicaid as pro-
posed would be a collapse of the Medic-
aid system. I think that is an over-
statement by a substantial amount.

Let me just address the issue of what
kind of collapse could happen in the
event we were to have the block grant
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program. We began in the State of Mis-
souri, my home State. in which I had
the privilege of serving as attorney
general for 8 years and Governor for 8
years. a total of 16 years. During that
timeframe we began to use managed
care under a special waiver from the
Federal Government to deal with the
needs of those who needed assistance in
regard to their medica' needs.

And as a result of our experience
with that, we have come up with some
idea of how much we could do if we
were given a block grant compared to
what we were able to do under the Fed-
eral system of bureaucratic
intermeddling and a one-size-fits-all
Washingtonian Medicaid Program.

Now, it should be noted after I left
the Governor's office almost 3 years
ago now, my successor, who is a Demo-
crat, maintained largely the same set
of professionals to run the program, so
that the individuals who will talk
about the program from that experi-
ence are not partisan individuals. Ear-
lier this year. the director of the pro-
gram in the State of Missouri indicated
if they had a block grant, they could
increase the number of individuals cov-
ered from 600.000 under the Federal
plan, to 900,000 if they had the flexibil-
ity of doing with the funds what a
State could do under the flexibility of
a block grant.

Now, I do not call the extension of
medical services to an additional 50
percent a collapse of the system. I call
this an empowerment of State arid
local governments to be able to do
something that they may or may not
deem necessary. It gives them the
flexibility to meet the needs of the in-
digent rather than to define this in
terms of a collapse.

I was interested with the statement,
particularly because it was now a
statement from an individual in a
Democratic administration of a Mid-
western State. And after it appeared in
the newspapers around my State last
January. I inquired of the individual
who came to my office to talk about
these proposals in the summer. And I
asked him point blank. 'Is this the
fact that you could increase the cov-
erage from 600.000 people to 900.000 peo-
ple if you were absent the redtape. if
you had the same amount of money on
a block grant?' His direct testimony
was •yes."

Now, that is not a collapse of the sys-
tem. Now, it may be politically expedi-
ent to talk about scare tactics and to
talk about collapses. but the truth of
the matter is. we are not going to pro-
vide the basis for a collapse. We are
going to provide the basis for meeting
needs, and meeting them effectively.
And just a few moments after we had
the collapse theory expressed on the
floor here today. we had the we would
not have the slightest idea of what to
do theory expressed on the floor today.

I cannot believe that a State as pro-
foundly well disposed as Minnesota
would not have the slightest idea in
terms of how to meet the needs of their
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citizens. It is stunning to me. As a
matter of fact, they could look to the
State of Missou-i, or a number of other
States, to find out.

Let me just tell you some of the Mis-
soi.iri experience. As a matter of fact,
even if we do not have this major re-
form. Missouri is going to try and con-
tinue to expand its ability to serve
through managed care. Next year. Mis-
souri would have half of all of its re-
cipients on managed care.

What does the system look like?
What does the system look like if
States have the right to design the sys-
tem, because they have been given a
partial right in my home State? Here is
what it looks like in St. Louis.

Last year. they decided to offer to
Medicaid individuals the option for
managed care. They asked companies
that can provide that managed care to
provide proposals. There were eight or
nine companies that competed to pro-
vide proposals. Seven of them were au-
thorized as a menu so that the people
who have needs could get those needs
met in a managed care system.

People choose the HMO. People
choose the provider system that they
want. Nine Out of every ten recipients
of the program make a choice. The
other 10 percent have to be assigned by
the State. They do not have enough in-
terest in their medical care to even
make their own choice. but they are
assigned

What is interesting to me is this:
That at the end of every year. includ-
ing our pilot program in Kansas City
and St. Louis. individuals have a right
to switch from one system to another.

If this were a draconian system, if
this were an abusive system. if this
were a system where there was lots of
dissatisfaction. you would expect to see
a lot of people switching at the end of
every year. You would expect to see
people trying to find a better way.
looking for a different company. find-
ing a different provider. You would ex-
pect to see a tremendous outpouring of
rejection of the system of managed
care that the block grant would really
endow every State with the capacity to
implement.

Do you know what? Do you know
what the rate of changing providers is
every year at the end of the year in the
State of Missouri? The rate is 1 per-
cent. There is a 1-percent dissatisfac-
tion rate, individuals—well. they may
not be dissatisfied, they may just try
something else or they may move to a
different part of the city so a different
provider would be more convenient for
them.

A 1-percent—i percent—change rate
does not indicate a system which is in
collapse. It does not indicate a system
which is in chaos. You do not have a 1-
percent change rate if your system is
one where they do not have the slight-
est idea about how to meet the needs.
When you have a I-percent change rate,
you are really doing well.

I cannot imagine a federally operated
system where 99 percent of the people
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were lauding the system and endorsing
it by their sticking with the program.
in spite of the fact they had six or
eight other options from which to
choose.

It has been said this is a shell game.
Well. Mr. President. I say to my col-
leagues. it is a shell game all right to
propose that this is chaos or this is col-
lapse. We are not talking about reduc-
ing our commitment to individuals
who are medically needy. We are talk-
ing about our ability to provide for
ways of meeting their needs more sub-
stantially. If in Missouri we could ex-
pand from 600.000 to 900.000. just with
ripping Out the red tape, it is a shell
game to say that we want to keep the
old system.

Forty percent growth over the next 7
years in the resources—and if you
could have a 50-percent increase in the
number of recipients with the current
amount of funds and you provide a 40-
percent growth. this is empowerment,
this is not shell, this is not collapse,
this is not chaos, this is compassion,
and I mean that seriously.

I just want to say that when we hear
these arguments indicating that, Oh.
we're not going to be doing enough;
there are children that are going to"—
we have a system which is in collapse.
We have a system which is in chaos, It
says if to endow States with the capac-
ity to correct the errors is going to
promote collapse or chaos, we have col-
lapse and chaos. That is what has hap-
pened in the welfare system of the
United States. It not only collapsed fi-
nancially, it has collapsed in terms of
its humanity, and it is wasting re-
sources. It is supporting in my State
600.000 people when the same resource
could be supporting 900.000 people for
medical care.

I might add that in the State of Mis-
souri, this is not a State where we have
to spend a whole lot of money to get
the 99-percent satisfaction rate. Mis-
souri is far below the national average
when it comes to the kind of resources
that are required to meet the needs of
the medically needy.

So let us just try to set the record
straight for a moment. Giving States
the right and the opportunity to have
cost reduction does not mean they are
going to reduce the services. It may
mean we are going to improve. It has
in the State of Missouri, and I think it
can in every other State.

Asking States to exercise their inge-
nuity in their capacity to rescue a
failed system from the Federal Govern-
ment does not mean we do not have the
slightest idea about how we can meet
the needs of individuals. I think that is
an overstatement, even for Minnesota.
I believe they will have a good idea,
and I believe they can make it work.

This is an opportunity we have to
change a failed system and to move
from a failed system to a system that
can succeed. It is not a tightfisted op-
portunity. It is not an opportunity that
does not recognize that there will be
additional needs. It is a system which
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provides for reasonable growth. but not
unbridled expansion.

I thank the Chair.
The PRESIDING OFFICER. Who

yields time?
Mr. GRAHAM. Mr. President. I yield

2 minutes to the Senator from West
Virginia.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President. I
thank the distinguished Senator from
Florida. and I certainly support his
motion to commit.

Mr. President, what happens to par-
ents who are struggling to try to bal-
ance the raising of children and. at the
same time, caring for aging parents
under the Republican proposal? If a
working family gets a new child tax
credit but loses Medicaid nursing home
coverage for an aging parent. what is
the overall effect on that family? The
child tax credit is $500 for some fami-
lies. Not in West Virginia where two-
thirds of our families would not get it.

Let us say for some families it is $500
a year, but the loss of Medicaid nursing
home coverage in West Virginia would
cost from $25,000 to $35000 per family,
because that is what a nursing home
costs if you have to pay it yourself.

An example, Julie Sayers of Charles-
ton. WV, cares for her mother who. as
the Senator from Maryland was talk-
ing about, suffers from Alzheimer's dis-
ease. and she cared for her as long as
she could at home, as children want to
do. but when it came to the point that
she could not care any longer, she had
to take her mother to a nursing home.

Julie in this case gets a partial child
tax credit. much less than $500 under
the Republican package. but she can-
not get Medicaid coverage for her
mother in the nursing home. So what
good is it. the child tax credit? What
damage does the Medicaid cut do—$182
billion, $187 billion for a tax break for
the wealthy.

Julie and her family are going to be
a lot worse off under the Republican
proposal. not better off. but worse off.
and this is a real person caring for a
real mother with Alzheimer's in West
Virginia today.

Mr. President, I understand Medicaid
needs reform. and Senator GRAHAM rec-
ognizes that there are responsible ways
to reduce the rate of growth in Medic-
aid spending, but we really should not
get down to the business of throwing
seniors out of nursing homes. We really
should not do that. That, in my judg-
ment. is what the Republican amend-
ment does.

The PRESIDING OFFICER. The time
of the Senator has expired.

The PRESIDING OFFICER. Who
yields time?

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President. par-

liamentary inquiry. How much time re-
mains?

The PRESIDING OFFICER. The Sen-
ator from Michigan has 20 minutes.
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The Senator from Florida has 13 min-
utes.

Mr. ABRAHAM. Thank you. Mr.
President.

At this time. I will yield 10 minutes
to the Senator from Tennessee. Sen-
ator FRIST.

Mr. FRIST. Mr. President. I rise to
speak against the amendment and in
support of the underlying bill before
us. I wish to take a few minutes to Out-
line where we are going with Medicaid
today. I have had the opportunity to
spend some time in the private sector
on Medicaid. and we have huge chal-
lenges there—challenges before me as a
physician. before hospitals, before the
beneficiaries and groups of people that.
all too often. could fall through a safe-
ty net. and. in fact. today are falling
through safety nets. Why? Because of
excessive and burdensome regulations
we put on the States that prevent the
States from carrying out their man-
date to provide that safety net through
this joint Federal and State program
called Medicaid.

The program is not working today. In
fact, as most people know, only about
half of the people under the poverty
level are served by Medicaid today. It
was Gov. Bill Clinton speaking before
the House Operations Committee, in
December of 1990, who said it, laid it
out, clearly—as clearly as any of us
could today. He said. "Medicaid used to
be a program with a lot of options and
few mandates. Now it is just the oppo-
site."

The problem is that a well-inten-
tioned program—once again, now 30
years old—has layered mandate upon
mandate, regulation upon regulation.
where we have tied the hands of our
regulators. State governments, where
they cannot carry out this important
goal of serving people who are in need.
or who cannot provide for themselves
otherwise. The problem is crystal
clear.

Again, it is one of these problems
which has been laid out before us,
which our Governors have told us
about. which anybody who has partici-
pated in the system at a doctor-patient
level. or at a level this Congress could
recognize or should recognize. This un-
derlying Republican plan will go a long
way toward resolving that problem.
The problem is that Federal spending
has doubled over the last 5 years. It has
doubled the amount of money that is
put in from the Federal Government.
without any observable improvement
in services delivered.

The problem at the State level is
that 20 percent, on average. of a State
budget now goes to a Medicaid pro-
gram. and that 20 percent is growing
faster and faster and crowding out
other State responsibilities.

Third. and probably most important.
is the excessive regulation we impose
by running this program and
micromanaging this program out of
Washington. DC, which results in
waste. which some resources could be
translated into very effective care for
populations in need.
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Now, the Republican Medicaid plan

basically does one thing. It says we
cannot micromanage the health care
for the populations that have been de-
fined Out of Washington. DC. We have
failed. We have not been able to control
costs, and are only serving about 50
percent of the people under the poverty
level.

What we have said overall in this bill
is that we are going to give that re-
sponsibility to the States. to the peo-
ple who are closer to home, who can
identify the individual needs, strip
away the thousands and thousands of
regulations which tie the State's
hands, and say you address the problem
in the way that you see fit. But there
are certain ramifications and certain
general, broad areas that we say it is
important to target.

In this bill we have said that 85 per-
cent of current spending levels for
mandatory services are for three dis-
tinct populations: One, families with
pregnant women or children: two, indi-
viduals with disabilities; and, three,
the indigent seniors.

The transformation of Medicaid will
be, again, very simple. If we compare
the old Medicaid to the new Medicaid
program, in the past Medicaid has had
an open-ended entitlement. Under the
new Medicaid, we will move toward
this concept of block grants. allowing
States to control their dollars. Under
the old Medicaid, we had Federal man-
dates with micromanagement. coming
Out of the beltway, Out of the bureauc-
racy here in Washington. And under
new Medicaid. we give States the flexi-
bility to design the types of plans they
think best identify the needs and meet
the needs of their citizens.

Under the old Medicaid, it is expendi-
ture-driven, increasing at a 'ate of
about 17 percent a year. again and
again. Under the new Medicaid, it will
be needs-driven. Under the old Medic-
aid, there have been unlimited growth
rates.

In my State of Tennessee, Medicaid
grew by 40 percent just 3 years ago.
There is no tax base that can keep up
with 40-percent growth. Under the new
Medicaid, Medicaid will continue to
grow—continue to grow on a base year
of 1995, in our particular plan. and grow
at a rate of 7 percent next year. and
then it will vary thereafter, according
to formulas developed by the States.

Again, looking to my own State of
Tennessee, what is one of the fun-
damental problems? On this chart is
the Medicaid expenditure growth from
1986 Out to 1993. You can see that, on
average, as illustrated by the red going
across, the growth in Tennessee has
been about 22 percent. And remember,
this growth of 20 percent is competing
in a State budget for other issues,
whether it is infrastructure or edu-
cation: it is crowding Out other State
expenditures. In 1992. you can see, in
one State we had growth rates in Med-
icaid of 44 percent. It was about 14 per-
cent in fiscal year 1993.
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Well, in Tennessee, we looked at

three solutions: No. 1, raise taxes again
and again and again. That is what we
have done a number of times over the
last decade. The American people have
said, "We do not want to have our
taxes raised again and again."

Second, we can go through massive
health care reductions. In Tennessee.
we said 'no. Or we can undergo fun-
damental change. Tennessee is one of
six States who got a waiver from HCFA
in order to carry out a plan. The plan
has had mixed results. Let me show
you what the results have been overall.
It was a program called TennCare.

Given the flexibility we want to give
all 50 States—and only 6 have it
today—there were 12 competing man-
aged care organizations who, through a
total demonstration project, assumed
the care for about I million people in
Tennessee. Primary care access has
been improving over time under the
program compared to the old Medicaid
system. Nonemergency use of emer-
gency rooms has gone down over time.
The number of in-patient hospital days
has gone down over time. And the over-
all budgetary expenditures have been
met. In fact, growth there has been
flat. But the exciting thing is that the
quality of care has increased by overall
objective standards and, not only that,
the number of people covered has been
markedly increased.

In 1993, before this reform plan, if
you took the overall population of Ten-
nessee, coverage was 89 percent. By
using those Federal dollars sent to the
State more wisely, more effectively,
with all of the Government regulations
stripped away, we were able to improve
our overall coverage for all people
across Tennessee from 89 percent to 94
percent.

So when you hear that by giving
States more flexibility we are, in some
way, decreasing access, you can look to
Tennessee and say that we are one
State that had regulations stripped
away and were given that freedom to
carry Out a program that they thought
best identified and covered the needs,
and we were able to improve access
across the State from 89 percent to 94
percent.

If we look at overall expenditures by
allowing one State the flexibility to
carry Out their program, stripped away
of the Federal regulations, we can see,
when you compare Medicaid versus the
new program called TennCare, which is
in yellow here, the overall Medicaid
projections growing at 20 percent a
year, which are in the color red. The
year is along the axis here. Starting
from 1987, 1995 to 1998, we can see we
have had this progressive growth up to
1995. If we had done nothing in Ten-
nessee, the growth would have contin-
ued at 20 percent a year. But having an
element of coordinated care, growth
has been restrained over time. This is
translated into savings for the Amer-
ican people, again, with good quality of
care, and expanded coverage, in terms
of the number of people covered.
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So the final question is: Why can ev-

erybody not do what Tennessee did?
Well. Oregon might want a different
type of system: Hawaii might want an-
other type of system; Missouri might
want another system. Let us let people
closer to home decide that, but we have
to strip away the regulations.

In addition. the other comment
might be, well, why cannot people get
waivers like Tennessee did—and I par-
ticipated in that process so I can tell
you it is a huge burden to get the waiv-
er.

In fact. on September 22, in a letter
sent to the commissioner of the depart-
ment of finance and administration in
Nashville, TN, there are another 9

pages of terms and conditions for Ten-
nessee to try to adhere under. We
would do away with those regulations
under the Medicaid proposal.

For all these reasons, I support the
underlying bill and speak against the
proposed amendment.

Mr. GRAHAM. I yield 2 minutes to
the Senator from California.

Mrs. BOXER. Mr. President, I cleared
it with the managers that I can have 2
minutes off bill debate time and I ask
unanimous consent that I be allowed to
do that.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mrs. BOXER. Thank you, Mr. Presi-
dent. I will speak to this issue for 4
minutes.

Mr. President, today we learned on
the news that America is finally get-
ting it. Mr. President, 57 percent of the
people in the latest national poll say
that the Republicans are gutting Medi-
care to pay for a tax cut for the rich.

It has taken awhile for the message
to come through but people are waking
up to the truth. The Republicans are
gutting Medicare. They are gutting
Medicaid. They are raising taxes on
those who earn less than $30,000 a year
to help fund a tax break for the
wealthiest Americans. Those who earn
over $350,000 a year dojust great.

By the way. if you are one of those
lucky people to have a $5 million es-
tate, pop open that champagne because
unless we Democrats prevail you are
going to get millions of dollars back.

Today. the Senator from Florida is
giving all Members a chance to modify
this radical and extreme budget as it
relates to Medicaid.

I have listened very carefully to Sen-
ator FRIST. to Senator AsHCR0Fr, and
neither of them address the main issue
addressed in this amendment, which is
the devastating nature of these cuts,
the very size of these cuts.

Let me put it into perspective. In
America today. the Medicaid Program
costs $90 billion a year. The Repub-
licans want to cut $187 billion out of
that. That is 2 years—more than 2
years of expenditures of the Medicaid
program over a 7-year period. They are
cutting 2 years of Medicaid out of 7
years.

I ask, as a person who works for a liv-
ing, over a 7-year period, could you af-
ford to be unemployed for 2 years?
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Could you afford to lose that much in-
come and pull your family together? I
think it is clear that the answer is no.

Do you know what the cuts mean to
California? Mr. President, $18 billion.
Millions of children will not be served.
Millions of working poor will not be
served. Emergency rooms will close.
Trauma centers will close.

My friends say. oh. there is so much
room to be more efficient. California is
the most efficient in the Nation. How
do we get more efficiency Out of a sys-
tem that is already the most efficient?

The answer is that people will be
kicked off the program. Who are these
people who are on Medicaid? We should
look at them. Who are these people on
Medicaid? They are the most disabled
people among us, the most disabled
children among us—children with spina
bifida. children with cystic fibrosis.
They are the working poor who cannot
get insurance. They are the down and
Out who maybe lost their job and need
help.

By the way, they are the seniors.
Two-thirds of the seniors in nursing
homes are on Medicaid. I do not know
if you have been to a nursing home
lately, but buried in this bill is a provi-
sion to repeal national standards for
nursing homes.

We are not only cutting all of this,
we are gutting the standards.

Now, I heard Senator ROTH. the dis-
tinguished chairman of the Finance
Committee, on the radio this morning
saying. 'These Democrats, they do not
want change. They want the same old
thing."

I want to respond to that. We Demo-
crats want change. but there is a dif-
ference. We want good change. We want
change that is good for America.

President Clinton has a record of
change—more jobs. less unemploy-
ment, AmeriCorps. lower deficit for the
first time 3 years in a row since Harry
Truman. That is good change.

This is evil change. This is bad
change. This is greedy change. Support
our friend from Florida.

Mr. ASHCROFT. Mr. President. the
Senator from California spoke as if
there were going to be decreases in the
amount of funding.

I think it is important to just call to
the attention of the American people
that when we refer to cuts here in
Washington we are referring to cuts in
the amount of increase. We are not
going to take 2 years out of the funding
of the next 7 years. We are going to re-
duce the level of increase. We will still
have a 40-percent increase in the
amount of resource available.

It is important that we define the sit-
uation in terms that the American peo-
ple would normally use. In that re-
spect. we have a 40-percent increase in
funding.

Mrs. BOXER. Will the Senator yield
on that point?

Mr. ASHCROFT. Your comment re-
ferred to my argument and I choose
not to yield.

The second thing that the Senator
from California said, how can you get a
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system more efficient? r think it is
clear, we allow States to develop the
efficiencies that provide for as much as
a 50 percent increase in the delivery of
services.

The fact of the matter is, that is
what has been shown in the pilot
projects in Missouri. Our director of
Medicaid says that if he could just get
rid of the Federal regs he could move
from 600.000 people to 900.000 people
with the same amount of money. That
is how you get more efficient—take the
onerous one-size-fits-all Federal Gov-
ernment Out of the picture.

I yield 6 minutes of our remaining
time to the Senator from Wyoming.

The PRESIDING OFFICER (Mr.
FRIST). The Senator from Wyoming.

Mr. THOMAS. Mr. President, would
it not be interesting to be some kind of
out-of-touch observer and walk Out and
listen to the last day or so, the con-
versation. It is not a debate. It is pos-
turing conversation.

I just walked in and listened. It
would be pretty hard to follow. It
would be pretty hard to try and estab-
lish from listening here what the goals
were and what the purpose was, par-
ticularly from our friends on the other
side of the aisle.

I think you have to conclude cer-
tainly we are not all coming from the
same base of facts. I think you have to
conclude that in some cases there is
not even any clearly deflned goals that
are being pursued on that side of the
aisle.

I think you would have to conclude
there is quite a different philosophy—a
philosophy of maintaining the status
quo. of attacking the proposals without
any particular plan, to continue the
growth of Government and the size of
spending. That would have to be the
goal that you would assume from the
conversation.

You would be confused when you
hear constantly time after time this
idea that you are reducing Medicare so
that we can increase tax cuts.

The fact of the matter is that part A
of Medicare is financed by withholding
from wages. It goes into a trust fund.
You have two choices when it is grow-
ing at 10.5 percent. You can either do
something about the cost and reduce
that rate of growth or you can add
more to the withholding.

I do not hear that proposition being
done. Those are the choices. It has
nothing to do with taxes. It has noth-
ing to do with balancing the budget. If
the balanced budget was not in the pic-
ture. you would be talking about how
do you take care of part A in Medicare.
You do not hear that. That is a fact.
That is a fact.

You can probably balance the budget
it we stop using all the charts that we
have Out here, for one thing.

We do have a plan. The Republicans
do have a plan. The plan is to balance
the budget instead of more debt. A re-
sponsible thing we need to do for our
kids as we go into another century. we
have a plan to have some middle-class
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tax cuts instead of increasing—the
largest increase we ever had—like last
year.

I hope we get on into this earned-in-
come tax credit, this 50 percent of peo-
ple's taxes going up. That is just not
the case. You might be reducing some
of the payments that have been going
under earned-income taxes—it is not
increasing taxes. We know that.

We ought to be talking about Medi-
care solvency. That is what our pur-
pose is. We ought to be talking about
jobs and opportunity, instead of wel-
fare dependency. That is what we are
talking about here. making some
changes that have not been made for
years. My friends start by saying yes.
we need changes. and then resist them.
That has become the pattern here.

Let me tell you just a little bit about
Medicaid in Wyoming. Republicans
surely have taken a historic approach
to it. In Wyoming. spending will rise on
Medicaid from $110 million in 1996 to
$168 million in the year 2002. That is
not really a cut. is it? On an individual
basis, the average Federal grant for
each person in poverty will grow from
$2,188 to $3263, hardly a cut.

Certainly we need more flexibility.
We have heard from some of the former
Governors. We heard, of course, from
the Governors in the States who say
give us more flexibility and we can
take these dollars and more effectively
run the program. The Governors have
asked for more flexibility. The Repub-
lican bill mandates benefits for low-in-
come pregnant women, children up to
12, elderly and disabled as defined by
the State—those are mandates that are
there that, indeed, some of the Gov-
ernors are objecting to.

Medicaid. as the Senator from Ten-
nessee indicated, has exploded in terms
of its growth rate; an annual rate of
19.1 percent between 1989 and 1994. You
cannot sustain that kind of growth. So
you need to look for ways to deliver
the system. to deal with the core prob-
lems and that is helping to reduce the
costs by giving more flexibility to
States to shape their programs. The
program in Wyoming for the delivery
of Medicaid needs to be quite different
than the program in West Virginia or
Massachusetts. and we need the flexi-
bility to do that.

So. Mr. President. we have talked
about the benefits. States will meet a
minimum spending level of Medicaid.
For low-income pregnant women, chil-
dren up to 12. elderly and disabled as
defined by the State. States will be re-
quired to spend at least 85 percent of
the amount they spend in 1995. They
will be allowed to put together pro-
grams like AFDC and Food Stamps if
they choose, to put together a package
of benefits.

Regarding nursing home standards,
the committee responded to the Gov-
ernors' requests by granting them au-
thority to write standards under Fed-
eral guidelines. States must establish
and maintain standards for quality
care, which must be promulgated
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through their State legislatures—peo-
ple, I suppose, who have no caring for
the elderly. I do not believe that. Most
of you have served in State legisla-
tures. Do not tell me the States do not
care. I cannot believe what I hear from
time to time about that.

So. we do need to make changes if we
want to continue to have a program
that delivers services. That is what it
is all about. I think we ought to take a
little look at the long-term goals and
the breadth of the goals that are in
this bill. They have to do with bal-
ancing the budget. They have to do
with job opportunities. They have to do
with dealing with some of the problems
which have brought us to where we are.

I really wish we could talk just a lit-
tle bit more about the facts. For in-
stance, this tax business that we hear
every time someone stands up. Tell me
a little bit about part A of Medicare
and how that gives a tax offset. I would
like to know more about that.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. TI-IOMPSON. I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. GRAI-IAM. Mr. President. I yield

90 seconds to the Senator from Ala-
bama.

Mr. HEFLIN. Mr. President, I want
to make a few remarks about the ef-
fects of the proposal to reduce pro-
jected Medicaid expenditures by over
$186 billion over 7 years on those in
Alabama—poor mothers and children,
the disabled, and the elderly—who
count on Medicaid for their medical
and long-term care.

First, and most importantly. the Re-
publicans proposal, if adopted, would
immediately place the Alabama Medic-
aid Program in a state of utter chaos.
It would place a gun to the head of the
Governor and State legislature. They
would be forced to make immediate.
savage cuts—about 21 percent—in the
program. These cuts, over $386 million,
would have to be imposed the current
fiscal year, starting in the second quar-
ter of the year.

Let me be very clear about this.
These cuts would be imposed on the
Medicaid budget that has been in effect
since October 1. 1995. The only alter-
native available to these cuts would be
an immediate major increase in taxes
on the people of Alabama. This would
not happen given the no new taxes"
pledge of our Republican Governor.

My second observation is that this
sudden cut is only part of the almost $3
billion hit the Republican bill would
impose on Alabama. I know the other
side claims that Alabama and other
States can easily handle these cuts by
achieving greater efficiencies in the
program. Well. sure they can, and I can
tell you how. They can cut poor people
off the program by restricting eligi-
bility. For those who remain, access to
care can be cut by simply reducing
payments to providers, doctors, hos-

• pitals. and nursing homes, below the
costs of their services. At that point.
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these services will no longer be avail-
able.

Finally, Mr. President, our Repub-
lican colleagues repeatedly assert that
all of these cuts are not real, they are
simply reductions in the rate of in-
crease. 1-lowever, as we have finally had
an opportunity to examine the details
of the bill. we find that in some impor-
tant instances this is simply not the
case. For example, the Medicaid pro-
posal cuts funds going to hospitals that
care for a disproportionate share of pa-
tients that do not have insurance or
other means to pay for their care as re-
duced immediately by 56 percent. I re-
peat. this is a real cut of $185 million.
According to Dr. Claude Bennett,
President of UAB, almost 30 percent of
Alabamians are medically indigent and
responsibility for providing care to
them falls largely upon their Univer-
sity 1-lospital. Dr. Bennett is correctly
concerned that it can continue to
shoulder this burden which will surely
increase in the face of these cuts.

Now. I know, Mr. President, that in
the backrooms the majority is continu-
ing to cut deals in an effort to fix up
this disaster. States are pitted against
States. If Alabama gets its situation
improved, which it must, the poor in
some other States will suffer. The bot-
tom line is this—these Medicaid cuts
are simply too much, too soon. Our
State will not be able to cope without
hurting people. We must rethink what
we are doing.

REAL FAMILIES VERSUS
REPUBLICAN RHETORIC

Mr. ROCKEFELLER. Mr. President,
Republican rhetoric is that working
families will be helped, but I question
if this will be true for real families in
West 'irginia.

This Republican package seeks to cut
Medicaid funding by a whopping $187
billion over 7 years. But people deserve
to understand what such harsh cuts
mean. Medicaid covers poor children,
pregnant women, the disabled, and low-
income seniors who need nursing home
care. What happens to these people and
their families when we slash Medicaid
funding? -

Coming from West Virginia, when I
think of a family, I think about the
children, parents, and grandparents.
What happens to parents struggling to
balance raising children and caring for
aging parents?

If a working family gets a new child
tax credit but loses Medicaid nursing
home coverage for an aging parent,
what is the overall effect on that fam-
ily? The child tax credit is $500 a year
for some families lucky enough to
qualify, but the loss of Medicaid nurs-
ing home coverage will cost those same
families $16,000 to $30,000 a year.

For example, Julie Sayres of Charles-
ton. WV cared for her mother who suf-
fers with Alzheimer's disease as long as
she could at home. But as her mother's
illness got worse, she had to move to a
local nursing home where Julie can
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visit her daily. Julie may get a partial
child tax credit of $500 under this pack-
age, but if she cannot get Medicaid cov-
erage for her mother in the nursing
home when her mother's meager sav-
ings are exhausted. Julie and her fam-
ily will be much. much worse off. That
child tax credit will not cover even a
month of nursing home care for her
mother.

This is real story about a family
hurt. not helped by this package.

In my State of West Virginia. over 21
percent of our residents rely on Medic-
aid, and I worry about what will hap-
pen to them and the health care sys-
tem in my State as it tries to absorb
more than $4 billion in cuts—West Vir-
ginia simply cannot afford this.

A headline from the Charleston Daily
Mail last week reads: "[Medicaid] Cuts
May Affect Infant Mortality."

This catches one's attention. It de-
mands closer scrutiny and careful
thought. The article reports:

With the help of Medicaid-funded pro-
grams. West Virginia's infant mortality
death rate decreased from 18.4 deaths per
1,000 in 1975 to 6.2 deaths per 1.000 in 1994.
better than the national rate of 8.0 deaths
per 1.000 births.

Medicaid has greatly increased poor wom-
en's opportunities to get medical care. said
Phil Edwards. the administrative assistant
for the Bureau of Public Health's Division of
Women's Services. 'By making them eligi-
ble, they go in for prenatal care earlier than
they would otherwise," he said. Every dol-
lar you spend on this side in prevention. you
save four on the other side where you don't
have to treat an at-risk patient." Diane
Kopcial of the state maternal and child
health office said.

Mr. President, I believe this article
should make us all stop and think be-
fore we impose such cuts in Medicaid.
Do we really want to jeopardize nurs-
ing home care for seniors? Do we really
want to slide backward on infant mor-
tality?

I do not want to go backward. I un-
derstand that Medicaid needs reform
and our amendment recognizes that
there are responsible ways to reduce
the rate of growth in Medicaid spend-
ing. But we should not throw seniors
out of nursing homes, deny poor moth-
ers access to prenatal care and possibly
return to times when our infant mor-
tality rate rivals some Third World
countries. or turn our backs on the dis-
abled.

We should think about the real fami-
lies in West Virginia and cross this
country who depend on Medicaid for
basic, vital health care.

Mr. President, I ask unanimous con-
sent that the full article from the
Charleston Daily Mail, be printed in
the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

IFrom the Charleston Daily Mail. Oct. 20,
19951

Cw's MAY AFFECT INFANT MORTAUTY
The state Medicaid Crisis Panel began

wrapping up its work as health officials ex-
pressed concern that federal cuts in the pro-
gram could reverse progress the state has
made reducing infant deaths.
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The panel appointed by Coy. Gaston

Caperton will recommend ways to cut $200
million Out of the Medicaid program this
year to balance the budget. It recommend
long-term changes that should prepare the
program to handle likely federal cuts.

Medicaid is a health care program for the
poor and disabled. The federal government
pays 75 percent of the cost and the state pays
the rent.

At the insistence of Administration Sec-
retary Chuck Polan, the Department of
Health and Human Resources will prepare a
priority list of money-saving measures it al-
ready is taking and those it thinks the state
should take.

The list, with the amount each change
would save, will be presented at the panel's
meeting next Thursday.

The group will begin discussing its rec-
ommendations then, but will meet final time
on Oct. 29 to reach an agreement, said Chair-
man from Haywood.

Meanwhile, state health officials and wor-
ried that proposed federal Medicaid cuts
could increase infant mortality.

With the help of Medicaid-funded pro-
grams. West Virginia's infant death rate de-
creased from 18.4 deaths per 1000 births in
1975 to 6.2 deaths per 1000 births in 1994. offi-
cials said. The national rate is 8.0 deaths per
1,000 births.

Diane Kopcial of the state maternal and
child health office said that when Medicaid
expanded in the l980s the state:

Recruited physicians to care for Medicaid
patients.

Built a referral system with hospitals in
Charleston. Morgantown and Huntington.

Began the Right from the Start program to
serve Medicaid-eligible woman during their
pregnancies and 60 days after they give
birth. It also serves infants up to age 1. The
program provides nutritional counseling.
parenting education, and transportation to
medical appointments.

The Women. Infants and Children program
also provides nutrition and health education.
free food and breastfeeding information for
women and children under 5.

Medicaid has greatly increased poor wom-
en's opportunities to get medical care, and
Phil Edwards. the administrative assistant
for the Bureau of Public Health's Division of
Women's Services.

"By making them eligible, they'll go in for
prenatal care earlier than they would other-
wise." he said.

'Every dollar you spend on this side in
prevention, you save four on the other side
where you dont have to treat an at-risk pa-
tient,•' Kopical said.

Mr. SARBANES. Mr. President, I rise
today to join my Democratic col-
leagues in opposition to the Republican
proposal to replace the joint Federal-
State Medicaid Program with a block
grant to the States.

Medicaid currently guarantees that
36 million low-income pregnant
women, children, disabled, and elderly
Americans have access to hospitals,
physicians, nursing homes, and other
basic health care. The Republican plan
would eliminate this guarantee and cut
Medicaid by $182 billion by the year
2002.

What the Republicans are proposing
is to cut Medicaid and then lower the
standards States must meet because
they know that the standards cannot
be met with the lower level of funding.
In a recent letter to Members of the
Senate, the National Association of
Counties expressed quite correctly the
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natural consequence of this proposal. I
quote from that letter:

We do not believe that States will find
enough budgetary efficiencies without reduc-
ing eligibility. The flexibility given to
States in the operation of the proposed re-
structuring will trickle down to counties in
the form of flexibility to raise property
taxes, cut other necessary services or further
reduce staff.

The Republican plan endangers the
future health. well being, and produc-
tivity of millions of low-income preg-
nant women, poor children, and dis-
abled Americans. It jeopardizes the
long-term care of millions of our elder-
ly. And these sweeping policy changes
have been proposed. passed Out of com-
mittee—and may well be passed by the
Senate—without one official public
committee hearing.

Because of this, I joined with a num-
ber of my Democratic colleagues ear-
lier this month in convening several
hearings on the Medicaid and Medicare
programs. We wanted to hear from the
people who will be affected by the pro-
posed changes. During those hearings,
we heard some very moving testimony
regarding the impact the Republican
plan to cut Medicaid will have on the
lives of average. hard working middle-
class Americans. Since many Members
were unable to hear this very moving
testimony, I would like to insert in the
RECORD one of the more compelling
statements presented at these hearings
by Ms. Mary Fitzpatrick from Dickson,
Tennessee.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, so follows:

TESTIMONY OF MARY FITZPATRIcK

My name is Mary Fitzpatrick. I live In
Dickson, Tennessee, about 50 miles outside
of Nashville. Once again. I am in Washington
to speak on behalf of the rights and needs of
citizens in nursing homes. I use the word
• again' because it was eight years ago that
I sat before members of Congress and de-
scribed a pattern of neglect and poor care
that led to my mother's death in a nursing
home in 1984. I spoke then because I wanted
to do whatever I could to prevent another
human being from the pain and denial of dig-
nity that my mother. Maggie Connolly, en-
dured. I did not want any other family to
have to bear the agony of watching a loved
one suffer because of lack of basic services
and a system that fails to protect frail, vul-
nerable people. And I want to spare others
the despair my family felt trying to persuade
the state of Tennessee to enforce nursing
home standards.

The account I gave eight years ago helped
achieve bipartisan support for the 1987 Nurs-
ing Home Reform Act. Imagine my shock in
learning of the current proposal to under-
mine this law.

I cannot believe Congress would consider
returning to a system that renders quality
nursing home care an option for states. espe-
cially when I know what the state did for my
mother—absolutely nothing.

Obviously, lawmakers in Washington are
Out of touch with ordinary people. And thats
who people in nursing homes and their fami-
lies are—ordinary individuals seeking a safe
setting and adequate services during en emo-
tionally. physically trying time.

Ordinary people understand the need to
control the federal deficit. Ordinary people
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realize the importance of ensuring account-
ability for public dollars paid to the nursing
home industry each year.

What is beyond our comprehension is how
elected officials can support a proposal that
will hurt people who can not speak Out for
themselves

As I explained in 1987. after my mothers
admission to the nursing home, my daily
routine soon became one of cleaning up my
mother's waste, bathing her and changing
her linen as soon as I arrived each afternoon.
The facility denied my mother this basic
care. I even had to fight for the supplies to
provide that care myself.

My mother raised three children, and until
a stroke at age 47 had worked in a bag manu-
facturing plant. Prior to her admission to
the nursing home, she suffered from Parkin-
sons disease and congestive heart failure and
lost her ability to speak. In 1983, her condi-
tion quickly deteriorated. After a two week
hospital stay, she became incontinent and
her doctors advised us she would need to go
to a nursing home. I favored a nursing facil-
ity near my home. Unfortunately, my moth-
er's source of payment, Medicaid, was not
preferred by that facility which refused her
admittance.

Upon recommendation and a tour of the
chapel, lunchroom and some of the residence
floors, we chose a facility then called the
Belmont Health Care Center, From day one.
my brother, sister and I visited mother regu-
larly. My brother even changed shifts so that
he could see her each afternoon,. I would
come by directly from work, missing dinner
to stay until 8:30 or 9:00 p.m. Weekends also
involved regular visits from family and
friends, There was never a day during my
mother's nursing home stay that she did not
receive care and attention for several hours
from family members or friends. Still, the
problems began almost immediately.

On the third day of my mother's nursing
home stay. I found her seated in her own
waste in a wheelchair. Giving up on finding
any staff to assist me. I changed mother's
clothing and cleaned her up myself. Soon
after I was unable to find any clean linens
and was informed of a new policy allowing
each residents just two sets of linens. I was
persistent and was able to obtain some fresh
linens. But there was always a shortage of
supplies and on many days, I had to search
the linen closets on several floors to find a
single set of clean bed linens.

Within six weeks my mother developed her
bed sore. Eventually the sores covered her
body. making it impossible for her to lie
without pressing on the painful skin ulcers.
By the time she died eight months later at
the age of 75, one of the original sores meas-
ured about three inches across and nearly
two inches deep. The staff never carried Out
the instructions on regularly repositioning
her. My brother, sister and I would turn her
while we were there, but she was supposed to
be turned every two hours around the clock.
Nor was there sufficient staff to properly
care for my mother's bed sores. Two nurses
showed me how to clean the bed sores and
told me where to purchase special medical
dressing. I bought and used them regularly.
but the nursing home administration contin-
ued telling me that they couldn't find Out
whether the pharmacy carried these
dressings.

There were other problems. Residents like
my mother who were unable to reach out for
water could go for many hours without any-
thing to drink. My mother's roommate told
us how my mother once had dabbed a Klee-
nex and spilled water on a tray and held it in
her mouth to relieve her thirst. Throughout
this ordeal none of the family or friends car-
ing for my mother knew where to go for
help. Finally a friend located someone on the
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Tennessee Department of Health and Envi-
ronment Nursing Home Inspections staff. I
called him and explained our concerns about
retaliation. He promised confidentiality and
said someone would be out within the next
few days. But it wasn't until a few weeks
that a state inspector came. One of my com-
plaints involved getting proper care for my
mothers bed sores.

Then two days after the state inspector's
visit I came to the facility and found my
mothers sheets soaked in blood. She was
lying on her side crying. I pulled back the
covers and saw her bed sores had been
debrided, which means surgically cut to re-
move the dead tissue. I was shocked to find
that the procedure had been performed at
the nursing home instead of the hospital.
Given the seriousness of the bed sores, she
must have been in agony. But when I asked
what they could do for the pain, I was told.
"Tylenol is all we can give."

I think mother probably went into shock.
But, in any event, she died two days later on
July the 7th, 1984. When I was getting ready
to go to the funeral home the state inspector
called me to say that they had been Out a
few days before to investigate my allega-
tions of three weeks ago. He said I would be
pleased to know that most of my complaints
had been substantiated. I told him it was too
late. My mother was dead.

The undertaker told me he had never seen
a body is such bad condition, and that he had
to enclose the lower half of mother's body in
a plastic bag. One of the most disturbing
things about this whole ordeal is that my
mother was aware of what was going on.
even though she could not express herself,
other than through gestures and facial ex-
pressions. And, all the while, I was haunted
by the fact that other people in nursing
homes, both young and older. weçe going
through the same hell that my mother went
through.

It has been very difficult to have to relive
this experience the second time around. But,
it is even harder to accept the fact, Congress
is preparing to destroy a law that would
have saved my mother and so many others,
so much pain and suffering. Thank you for
the chance to speak. I would be glad to try
and answer any questions.

Mr. SARBANES. Mr. President, Ms.
Fitzpatrick laid out before us in detail
commonly found nursing home condi-
tions before passage of Federal nursing
home minimum quality standards. The
Republican plan we are considering
would repeal the minimum quality
standards for nursing homes. In my
view, such a proposal is mean spirited
and illogical.

Morton Kondracke in a recent col-
umn described the consequences of this
proposal:

The Republicans need to face up to the fact
that, if they go through with their planned
reforms in poor people's healthcare, in-
stances of abuse, neglect, broken bones.
urine-soaked beds and filthy surroundmgs
will multiply in the years to come.

Mr. President, those were the very
conditions that led to the enactment of
the 1987 legislation. And now they want
to repeal these standards. They want
to repeal them because they know that
without them some nursing home—
some, not all—but some nursing homes
will be able to absorb the reduced fund-
ing by lowering their standards o care.
They will return to the old days of mis-
treatment and nontreatrnent which
Mary Fitzpatrick and Morton
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Kondracke described as a means of cut-
ting costs to respond to the slashed
funding. Other nursing homes—the
ones that do not lower their stand-
ards—may simply stop serving those
families which cannot afford to pay
$50.000—$60,000 a year for nursing home
care. And who will this affect? The 4
million elderly who depend on Medic-
aid for their nursing home care and
their families.

Mr. President, our Government
should not renege on its commitment
to ensuring that millions of needy, dis-
abled, and elderly Americans receive
essential basic health care. The Repub-
lican proposal, which would eliminate
such guarantees, could have disastrous
consequences for many citizens, and I
would strongly urge my colleagues not
to go down this path.

Ms. MIKULSKI. Mr. President, I rise
today in strong support of the Demo-
cratic leadership amendment to restore
over $125 billion to the Medicaid Pro-
gram.

Our Republican colleagues con-
stantly remind us how important fam-
ily values are to them. I think that's
great. Families are the backbone of our
society. They provide nurturing and
loving environments for our children.
They provide stability and safety. and
foster values we need to become better
people and a better society.

What are family values? I'll tell you
what I think they are. I think family
values are honoring your mother and
father. I think family values are hon-
esty—keeping promises. Family values
are care and dedication to the well-
being of those you love.

Family values are not breaking
promises, they are not telling your
mother and father that they'll have to
do without medical care, and they're
absolutely not about risking the safety
of your parents when you can no longer
provide the care they need and have to
put them in a nursing home.

Mr. President, there are 18 million
children in the United States who de-
pend on Medicaid. There are more than
900,000 elderly people who depend on
Medicaid for their nursing home care.
There are 6 million disabled Americans
who depend on Medicaid.

The wealthy won't be affected by
these draconian cuts, It's likely that
the vast majority of the 100 Senators in
this room won't be affected, nor will
most of the 435 Members of the House.

The people who are affected are nor-
mal, regular, everyday Americans. Not
big-time lobbyists; not big-money cam-
paign contributors. The people who are
affected are people like my neighbors,
my mom, and the kids who go to St.
Stanislaw's Catholic School right down
the street from me.

Mr. President, there are 6 million dis-
abled Americans who rely on Medicaid
because they cannot get private health
insurance. It's not because they don't
want it. It's not because they can't af-
ford it. It's because no private insur-
ance company will cover them. With-
out Medicaid, where will they go? I be-
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lieve that I am my brothers keeper.
We have a responsibility to our fellow
women and men. Make no mistake
about it.

Mr. President, Medicaid is a program
that benefits a broad spectrum of
Americans. One in five children in
America—18 million kids—receive their
health coverage through Medicaid. One
in five. Healthy children are the first
step to a strong America. The next
generation must be healthy in body
and mind in order to make the large
contribution to our society that we're
all trying to prepare them for.

These kids don't understand Medic-
aid. They don't understand the process,
and, quite frankly, they probably don't
care. But their parents do. Their par-
ents worry themselves sick about
whether or not were going to take
away their ability to get medical care
for their kids,

I worry myself sick about that too.
But there's a difference. I have a vote
on this floor, and I have the bully pul-
pit. And I want them to know that I'm
on their side. I'm fighting for them. I
want the parents of the 18 million chil-
dren on Medicaid to know that I stand
ready to help them help themselves.

I'm glad this legislation does not re-
peal the Spousal Impoverishment Act.
I authored this act in 1988. And I'm
here to tell you I'm standing sentry to
make sure this critical protection is
maintained.

My dad died of Alzheimer's disease.
My mom, my sisters and I made use of
a long-term care continuum in Mary-
land. We took Dad to a geriatric eval-
uation center at Johns Hopkins to be
sure we knew what was wrong with him
and how to keep him at home with us
longer. We used adult day care to
stretch out his ability to stay with us
and to help with respite care for my
mother—a heart bypass survivor. But
we reached a point when we knew we
couldn't give him the level of care that
he needed. And we had to bring him to
a nursing home.

I visited my dad all the time at his
home. It wasn't a Cadillac, Gucci-style
nursing home. Dad would have hated
that. It was a real nursing home with
real patients who had real families.

Over time I got to know those fami-
lies. I listened to their stories—to their
trials and their tribulations. I heard
stories about how you had to spend
down your life savings to $3,000 before
you could qualify for help. Families
had to go into bankruptcy while they
were trying to practice family respon-
sib ility.

My dad wasn't the kind of guy who
wanted a fancy tombstone. He wanted
to make sure that what he left behind
would help others. I made a promise
that I'd try to change the cruel rules of
Government that penalize families who
have saved all their lives.

I'm so proud that with the help of
great men like Lloyd Bentsen, George
Mitchell, TED KENNEDY, and the mem-
bers of the Finance Committee, we
changed that law so that now you can
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keep your home, you can keep assets
up to $15,000, and the spouse at home
can have an income of up to $1,000 a
month. So, I'm glad that this won't be
repealed, and I want to make sure it
never, ever is. I want all Senators to
know that in this regard. weve done
well by the American people.

Unfortunately. I cannot say the same
for the rest of the bill. In this legisla-
tion we are repealing nursing home
safety standards! That is horrific.

As I just said, my father was in a
Chevy Cavalier nursing home—not a
Cadillac nursing home. But we all
knew that he would be fed, he would be
taken care of, he would receive his
medication, we wouldn't have to worry
about restraints, we wouldn't have to
worry about abuse. We knew that be-
cause of the standards, dad would be
safe.

In 1983 Congress commissioned a
study by the Institute of Medicine at
the National Academy of Sciences.
This study revealed shocking defi-
ciencies in nursing home care. In 27
States, at least one-third of facilities
had care so poor that it jeopardized
health and safety.

Some nursing home residents have
been treated in conditions which are
worse than prisons. Worse than prisons!

In 1987 Senator PRYOR led the charge
to enact the standards which now pro-
tect nursing home residents. He's still
leading that charge, and I thank him
for that.

Now we want to repeal those stand-
ards? Not this Senator. I will not.
under any circumstance, allow anyone
in this body to put the lives of men
like my father at risk.

Saying yes' to this amendment
says yes to keeping promises, it tells
our seniors, our children and the dis-
abled that we care about their well-
being. That we will help them if
they've played by the rules and if
they're making the effort to help them-
selves. And that we will not let those
few nursing home profiteers put them
at risk in the name of turning a buck.

I urge my colleagues to support this
amendment.

Mrs. FEINSTEIN. Mr. President, I
rise today to support the amendment
offered by Senator GRiiM.

The bill before us creates a Medicaid
block grant, a blank check, to States
with virtually no rules, no specified
benefits, no rules of eligibility.

The amendment would retain the
current Medicaid Program, but impose
a spending limit per individual recipi-
ent, an individual cap. This approach
would hold down cost increases with-
out undermining Medicaid as a health
insurance program.

MEDICAID IN CALIFORNIA

Medicaid, called Medi-Cal in my
State. pays for health care for 6 million
Californians. Out of these 6 million, 38
percent are children. Medicaid pays the
bills of over 60 percent of children in
California's children's hospitals. At
Oakland Children's Hospital, it pays
for 70 percent.
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Medicaid provides 70 percent of hos-

pital care to the poor in my State.. Of
total Medicaid dollars, over 59 percent
is spent on the elderly and disabled and
41 percent to families.

One million Americans are infected
with HIV/AIDS. In California. there are
over 150.000. Medicaid provides health
insurance for 40 percent of all people
with HIV/AIDS, including 90 percent of
all HIV-infected children. In California,
Medicaid pays for 50 percent of all HIV/
AIDS care. Medicaid pays for 55 per-
cent of HI V-related public hospital
care and 41 percent of private hospital
care.

In my State. Medicaid paid $719 mil-
lion for emergency services for illegal
immigrants, last year, according to the
California Department of Health Serv-
ices.

Medicaid is a fundamental health
safety net in California. insuring ev-
erything from basic inoculations for
poor children to sophisticated ad-
vanced treatment for AIDS.

MEDIcAID COST INCREASES

As a former mayor. I know the dif-
ficulty of balancing budgets and keep-
ing costs under control. And there is no
doubt that Medicaid costs, along with
general health care inflation, have
grown at double digits, creating tre-
mendous pressure on government budg-
ets at all levels.

The amendment before us reins in
Medicaid's growth. but instead of cut-
ting $187 billion, it cuts $62 billion, one-
third of the cut in the Republican bill.
WHY THE GRAHAM AMENDMENT 15 BETrER THAN

ThE ROTh BILL
Why is this approach preferable to

the committee bill?
First, it does put restraints on spiral-

ing costs.
Second. it preserves coverage for

those who cannot get health insurance
on the private market because of costs
or the individual's health condition.

Third. a per capita cap can respond
to changing conditions—population
growth. recessions. base closings, natu-
ral disasters, immigration.

cALIFORNIA AND FLUCTUATIONS

The per capita cap approach in this
amendment would enable my State to
respond to all the economic fluctua-
tions that we live with daily.

Unemployment in California has not
dropped below 7 percent since 1990.
While the country added 3 million jobs
between 1991 and 1993, California lost
nearly 450.000.

Base closures and realignments have
erased more than 200,000 jobs. sucking
$7 billion out of the States economy.
Defense and aerospace industries are
downsizing.

Some 6.5 million or 23 percent of our
nonelderly population are without
health insurance. In some urban areas.
the uninsured rate is as high as 33 per-
cent. Over half, 58 percent of the unin-
sured, are children and young adults.

Employer-provided health insurance
is declining. Two-thirds of Californians
employed by firms with fewer than 25
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employees do not receive health insur-
ance.

California is home to 38 percent of all
legal immigrants in the U.S.

A flat block grant with a fixed pool
of money cannot respond to changing
needs like this. A formula that is re-
sponsive to numbers of beneficiaries.
like this amendment, can.

NURsING HOME cARE

The amendment before us would pre-
serve nursing home standards, stand-
ards that 5. 1357 eliminates.

Responding to a National Academy of
Sciences report, Congress in 1987 en-
acted nursing home standards to pro-
mote quality of life of nursing home
residents and to prevent abuse and ne-
glect. This bill repeals those standards.
rules designed to prevent bedsores, de-
hydration. malnutrition, infection;
rules designed to protect privacy and
human integrity. These standards have
reduced injury and cut the use of chem-
ical restraints. which in turn has re-
duced costs.

In California, 65 percent of our 113,000
nursing home residents rely on Medic-
aid. This is 113,000 elderly and disabled
people. patients with. for example. Alz-
heimer's, AIDS. and ventilator needs.

Twenty-one percent of nonelderly
nursing home residents are disabled.
Seventy-five percent of nursing home
residents are women. The typical nurs-
ing home resident is an 83-year-old
widow with multiple chronic condi-
tions, such as crippling arthritis or
osteoporosis.

We should not take away these mini-
mal protections for the most frail and
make them victims again.

MEDICAID—A flDDLE-CLAss PROCRAM
Medicaid is health insurance for low-

income Americans and the disabled.
But it is important to understand the
implications Medicaid has for the mid-
dle-class. Nursing home standards,
which are required as a condition of re-
ceiving Medicaid payments. benefit
every nursing home resident of what-
ever income.

By cutting Medicaid, we add to the
rolls of the uninsured which means
that more people show up in emergency
rooms with exacerbated illnesses. We
all pay for that.

Medicaid reimbursement to our pub-
lic hospitals enables these hospitals to
have up-to-date trauma centers and
emergency rooms which serve Medicaid
and non-Medicaid patients. These are
critical institutions in many commu-
nities on which we all depend. Indeed,
these institutions are at the economic
core of thousands of communities and
they provide jobs.

A BASIC PROTECTION

The committee bill makes drastic
cuts in Medicaid and it revamps the
program in a way that cannot respond
to the growing needs of California and
changes a steadfast program of health
insurance to an arbitrary, ill-defined
block of Federal funds.

The bill purports to transform Medic-
aid. I'm afraid that it destroys Medic-
aid.
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I oppose the committee bill. I com-

mend my colleague from Florida for
his amendment and I support him.

The PRESIDING OFFICER. Who
yields time?

Mr. GRAHAM. Mr. President. I yield
the Senator from Washington 2 min-
utes.

The PRESIDING OFFICER. The Sen-
ator from Washington.

Mrs. MURRAY. Mr. President, I
thank my colleague from Fl9rida for
this very important amendment he has
brought before us today. It seems, so
often when we come out on the Senate
floor, we get caught up in the charts
and graphs and Senatese" tetms that
we hear so often and we forget what we
are doing affects very real people and
very real families across this country.
I want to talk about one of those very
real people. He is a young child. He is
21 months old. He lives in my State.
His mother wrote me a desperate letter
saying. "Please do not take away Med-
icaid."

Her son, Abe. was born with a severe
medical disorder. He needs a modified
ventilator to breathe 22 out of every 24
hours. In his short 21 months, he has
had many surgeries to help put; fingers
on his hands, to help him breathe, to
help him live. His mother said, without
Medicaid. Abe would not be her?.

This mother is desperate because she
knows, as all of us do, that if we
change this bill in the way that is
being proposed by the Republicans, she
will have to fight for Medicaid cov-
erage with everyone else in my State
who is desperately going to be looking
for help. and it is very likely that Abe
will not have his ventilator once this
goes to our States.

I went out and I talked to hundreds
of parents in my State who have chil-
dren at Children's Orthopedic Hospital
in my home State. These are parents
who did not expect to have a child with
a severe medical disorder. They did not
expect to have a child with asthma,
who was in the hospital every other
week. They did not expect to have a
child who had leukemia. And they did
not expect that they would have to
quit their job to stay home and take
care of that child. They did not expect
that their own medical insurance
would run out within a very short time
because of the limits on insurance. And
they never expected to have to turn to
the Federal Government to ask for
help.

But I can tell you everyone of those
parents needs our help and this amend-
ment will send that assurance back to
them. I urge my colleagues to support
it.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Who yields time7
Mr. ABRAHAM. Mr. President, how

much time is left on each side?
The PRESIDING OFFICER. Two

minutes for the Senator from Michigan
and 7 minutes and 30 seconds the Sen-
ator from Florida.

Mr. ABRAHAM. I would prefer not to
use our 2 minutes at this point.
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Mr. GRAHAM. Mr. President, I ask

unanimous consent that off of the gen-
eral debate on the bill there be 3 miii-
utes yielded, one of which will be yield-
ed to the Senator from Wisconsin as
well as 1 minute for debate of this mo-
tion.

The PRESIDING OFFICER. The Sen-
ator from Wisconsin.

Mr. FEINGOLD. I thank the Senator
from Florida and I thank the Chair. If
we do not make changes very quickly.
I am very concerned that older people
in our society are going to get the mes-
sage from this budget that we have
changed our attitude toward their con-
tributions in building this society.
What other impression are senior citi-
zens supposed to get. when a huge per-
centage of balancing the budget is
based on enormous. and I think in
many cases unjustified. changes in
Medicare, changes that will increase
the premiums of seniors in this coun-
try well beyond what they would have
been.

Equally bad is something that is
being discussed. as we sit here today,
over in the Senate Aging Committee,
namely the completely unjustified
elimination of the Federal nursing
home regulations from OBRA 1987.
What fiscal or other justification is
there for saying to older people who
now must be in a nursing home after a
hard life, a life of work and contribu-
tion to country and family. that we are
not going to be sure on a national level
that people are protected from
unhealthy and unsafe conditions?

Those of my colleagues who served in
State legislatures, or served as Gov-
ernors of their State, will certainly
confirm that Medicaid makes up a huge
portion of the State budget.

And, Mr. President, if they have any
passing knowledge of their State's
Medicaid program. they will also con-
firm that the bulk of the Medicaid
budget. and the source of the greatest
growth in that budget, is probably the
growing demand for long-term care
services, typically nursing home care.

This is certainly true for Wisconsin.
But, Mr. President, in Wisconsin,

back in the late 1970's, we came to the
realization that unless significant re-
forms were enacted, the rapidly in-
creasing nursing home use would be
too heavy a load for the States' budget
to sustain prudently.

Through a bipartisan effort—and Mr.
President, I stress bipartisan because
Governors and legislators from both
parties supported the effort—we made
some significant reforms to our long-
term care system.

The centerpiece of that reform was
the creation of a home and community-
based program, called the Community
Options Program. or COP.

COP provides flexible. consumer-ori-
ented and consumer-directed services
that help keep the disabled of all ages
in their own homes and communities.

It builds upon the existing set of so-
called informal supports—the
caregiving done by family members
and friends.
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Mr. President, the results have been

dramatic.
Between 1980 and 1993, while Medicaid

nursing home use increased by 47 per-
cent nationally. in Wisconsin Medicaid
nursing home use actually dropped 15
percent.

Mr. President, long-term care reform
is the key to taming our Medicaid
budget.

But that is not the route pursued in
this bill.

Instead of a comprehensive reform
that would help States cope with the
growing population of those needing
long-term care services, this bill cuts
and runs.

It cuts the Federal Government's
share of this growing burden by $182
billion over the next 7 years.

It runs away from the problem of a
mushrooming population needing long-
term care by block granting the pro-
gram and dumping responsibility in the
laps of State policymakers.

Mr. President, this is a prescription
for disaster.

For 30 years, States have made policy
decisions based on one set of rules.

Based on those rules, over those 30
years an infrastructure of long-term
care has evolved that is heavily skewed
toward expensive. institutional care.

That was not by accident.
The system that developed in that

time produced the incentives that re-
sulted in this institutional bias.

But. Mr. President, that infrastruc-
ture cannot change overnight.

And it certainly will not change sim-
ply because the Federal Government
slashes funding and runs away from the
problem.

Just the opposite is likely to happen.
Today. Medicaid is essentially a pro-

vider entitlement.
Providers of specific services are

funded. and that infrastructure, which
has been so influential at both the
State and Federal level in writing the
rules which produced the system we
have today, is not going to disappear.

That skewed infrastructure is well
situated at the State level to win the
fight for the pool of resources this bill
greatly reduces.

This bill is not reform; it merely
makes a flawed situation even worse.

The same problems that exist in Med-
icaid today will exist under this bill.

Mr. President, I urge my colleagues
to support this motion to commit. and
let the Finance Committee craft a
product that will let States wean
themselves off of their addiction to ex-
pensive institutional services and in-
stead move toward helping families
keep their disabled loved ones at home,
utilizing consumer-oriented and
consumer-directed home and commu-
nity based care. So I hope we support
the Graham amendment.

The PRESIDING OFFICER. Who
yields time?

Mr. GRAHAM. Mr. President, I wish
to reserve the balance of our time in-
cluding the additional 2 minutes which
were yielded for my close.
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I yield to the Senator from Michigan

for any final debate in opposition to
the motion.

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President, I

yield myself 1 minute to just recapitu-
late the point that has been made on
our side in the last hour of debate.

Our position is quite simple—that if
States are given the kind of flexibility
that has in part been given for waivers
to run Medicaid Programs, they can
bring down the rate of growth of these
programs far more effectively than a
Federal bureaucracy in Washington;
that, indeed, the growth rates are
growth rates that decrease but growth
in spending that has been outlined in
the reconciliation bill can still provide
the sorts of benefits that all of us want
to see for our citizens, if we let the
States, the people closest to those in
need, run these systems.

In my State of Michigan, our Gov-
ernor, our legislature, and our depart-
ment of social services insist that they
can make our program even more effi-
cient at the rate of growth that is pro-
posed in this legislation if they are
simply given the opportunity to do so.
We have come to a point when health
care costs are skyrocketing in the pub-
lic sector but are being brought under
control in the private sector through
such things as competition and other
market factors.

Let us give the States the chance to
do some of the same things this legisla-
tion does. That is the reason we have
included this approach and State flexi-
bility in the reconciliation package.

At this point, I yield the remainder
of our time to the Senator from Mis-
souri.

The PRESIDING OFFICER. The Sen-
ator from Missouri.

Mr. ASHCROFT. Mr. President. I ask
unanimous consent to have printed in
the REcoio an article from the St.
Louis Post-Dispatch from January 31,
1995. which bears testimony to the fact
that:

Missouri also wants to start a managed
care system for its 600.000 Medicaid recipi-
ents. It would use the money saved to pro-
vide medical coverage to another 300,000 Mis-
sourians who do not qualify for Medicaid
coverage now and who also cannot afford in-
surance.

So it would really provide insurance
for about half of the individuals who
currently are uninsured in the State.
That is what the promise of this poten-
tial is.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
(From the St. Louis Post-Dispatch, Jan. 31,

1995]

GOP GEARS U To GRAPPLE WrrH MEDIcAID:
STATES CoULD DESIGN OWN PROCRAMS

(By Kathleen Best)
Republican Congressional leaders said they

would take up legislation in the next few
weeks that could dramatically change the
way states provided medical services to the
poor.
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Illinois Coy. Jim Edgar said after a meet-

ing with GOP Congressional leaders that
they were willing to consider giving states
lump-sum -payments and letting them design
their own health-care programs for the poor.

Let us determine who's going to be in the
program," Edgar said. 'If the money's not
there, then we'll have to make some tough
decisions."

In return for greater state flexibility, the
states would have to agree to hold down fu-
ture costs, which they split with the federal
government.

'They seemed very sympathetic and agree-
able to giving us flexibility." Edgar said.
'And they said they would like to try to get
this thing going within the next few weeks."

Edgar. a Republican, is the lead negotiator
of Medicaid for the Republican Governors
Association. He met Monday with Sen. Rob-
ert Packwood of Oregon, head of the Senate
Finance Committee, and with Rep. John Ka-
sich of Ohio, the House GOPs point man on
the federal budget.

Edgar said no firm agreements came Out of
the meeting. But he said both House and
Senate GOP leaders are willing to move
much quicker than we had hoped for." in
part to try to hold down increasing costs for
the program.

Medicaid is now the third largest entitle-
ment program in the nation after Social Se-
curity and Medicare. The health benefits to
the poor cost states five to eight times more
each year than providing cash, food and
other benefits to poor mothers with children.

For the last few years, Medicaid also has
been one of the fastest.growing programs. Il-
linois. for example, now spends more on Med-
icaid than it does on education. And Mis-
souri spends more on Medicaid than on any
other program.

Both states are seeking permission from
the Department of Health and Human Serv-
ices, to change their Medicaid programs. But
those requests—both pending for months—
remain unanswered.

Illinois wants to move to a managed care
system that would encourage the poor to get
medical treatment from health maintenance
organizations or a designated family physi-
cian rather than seeking more expensive
care in emergency rooms.

Missouri also wants to start a managed
care system for its 600,000 Medicaid recipi-
ents. It would use money save to provide
medical coverage to another 300,000 Missou-
rians who do not qualify for Medicaid cov-
erage now and who also cannot afford insur-
ance.

Edgar said the reforms that he would push
for would do away with the need for states to
seek federal permission to make such
changes. Such permission is now required be-
cause the federal government pays for 50 per-
cent of Medicaid costs in Illinois and 60 per-
cent of the costs in Missouri.

Federal reimbursement rates are based on
the per capita income of a state, which
means poorer states get more federal money.

One of the major things driving the Con-
gress right now is the bottom line—how do
you balance the budget." Edgar said. You
can't balance the budget unless you attack
the Medicaid problem.

'Were not talking about just throwing
people off the roUs, but creating a more effi-
cient program.' he said.

Although Medicaid affects millions of poor
Americans and accounts for billions of dol.
lars in annual spending. the issue had re-
mained on the sidelines of the welfare reform
debate while Congress focused on changing
the programs that provided cash, food and
housing to mothers with children.

The discussion of welfare reform has been
far too narrow. Missouri Gov. Mel Carnahan
said. "It really comes from some of the anec-

S 15725
dotal talk about the welfare queen and all
this sort of thing as opposed to really think-
ing through what you want to do—lifting
people up to self-sufficiency and work,"

President Bill Clinton, in a meeting Mon-
day morning with the National Governors'
Association, said he would be willing to con-
sider some changes in Medicaid. but he pro-
vided no specifics, participants said.

Clinton promised the governors more flexi-
bility in their welfare programs but insisted
on safeguards for children.

Donna Shalala. secretary of health and
human services, said later that if the federal
government did not give states permission to
experiment with Medicaid, then we will
have failed with welfare reform.

Edgar said he planned to meet again next
week with GOP congressional leaders to
work Out a consensus on what needed to be
changed. In the meantime, he said, he would
talk to both Democratic and Republican gov-
ernors.

He predicted that changes in Medicaid
would not set off the same kinds of partisan
wrangling that have kept the nations gov-
ernors from reaching an agreement on food,
housing and cash assistance to the poor.

Welfare is important, but if you really
want to get to what drives most governors
up the wall, its Medicaid," he said,

Mr. ASHCROFT. Mr. President, I also
ask unanimous consent to have printed
in the RECORD, another St. Louis Post
Dispatch article, published on the 24th
of November of last year. which is
similar:

State officials estimate that that provision
would result in health insurance coverage for
300000 people who cannot afford it today—
about half the State's uninsured.

That provision referred to is one
which would waive Federal regulations
and allow the State to design its own
program.

I thank the Chair.
There being no objection, the mate-

rial was ordered to be printed in the
RECORD, as follows:

IFrom the St. Louis Post-Dispatch)
GOP PLAN MAY LET MissouRi ALTER MEDIc-

AID—WAIVER WoULD ALLoW COVERAGE OF
HALF OF STAm's UNINSURED

(By Kathleen Best)
A promise by congressional Republicans to

give the states more flexibility could help
Missouri win federal approval of a dramatic
shift in the way it provides medical services
to its poor.

'Since this is a request for state flexibil-
ity. it is in line with the Republican agen-
da," said Donna Checkett, director of the
Missouri Division of Medical Services.

Missouri wants a waiver of federal regula-
tions that would allow it to rein in the cost
of providing medical services to the poor at
the same time it expands the program to in-
clude about half of the states uninsured.

Health care for the poor would be provided
through a new. managed-care system de-
signed to hold down costs by, for example,
encouraging people to seek treatment from
family doctors, rather than going to emer-
gency rooms, which are more expensive.

The state would contract with doctors.
hospitals and health maintenance organiza-
tions to care for the state's 600.000 Medicaid
participants.

In addition, Missourians who now earn too
much to qualify for Medicaid but too little
to buy private health insurance would be al-
lowed to buy into the state-run program at
reduced rates.

State officials estimate that that provision
would result in health insurance coverage for
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300000 people who cannot afford it today—
about half the states uninsured.

Before Missouri can put the new system in
place, it needs approval from the U.S. De-
partment of Health and Human Services.
With Republicans poised to take control of
federal purse strings, department officials
are likely to be encouraged to look favorably
on such waiver requests.

Missouri made its formal application for a
waiver last summer and is now answering
questions about its proposal.

Checkett said the most nettlesome prob-
lems reso've around how to provide care for
poor people with chronic mental illness.

There have been a lot of questions—both
from Washington and in the state—about
whether individuals who are chronically
mentally ill should go into managed care.
she said.

We're concerned about how to balance the
protections we need to provide (for the men-
tally ill) with cost control,"

The mentally ill tend to need lots of expen-
sive medical care. But the nature of their ill-
ness often makes managing that care nearly
impossible as some move in and Out of insti-
tutions, sometimes living on the streets and
occasionally disappearing from the system.

"Managed care is tricky with basically
health people,' Checkett said. 'It's more
challenging when you are dealing with the
Medicaid population. When you are dealing
with the mentally ill, you need to strike a
balance very carefully and be very certain
how appropriately you have balanced the
cost interest with protecting a vulnerable
population."

The state originally proposed setting up a
pilot project that would carve out a package
of behavioral health services for everyone on
Medicaid that would be managed by a behav-
ioral health organization.

But that approach resulted in howls of pro-
test from mental health advocates and oth-
ers. and has been, in effect, scrapped.

Chekett said no alternative plan had been
decided, although negotiations were under
way.

"Missouri is not alone in wrestling with
this. I can guarantee you," said Checkett,
who is chairman of the association rep-
resenting state Medicaid directors.

'If you were to poll other states, you
would find this issue of how to treat individ-
uals with chronic mental illness has been a
big one. It's been the hardest project I've
ever worked on."

A final decision on the mental illness ques-
tion will be made by Coy. Mel Carnahan and
is expected by Jan. 15. when the state plans
to present its answers to 259 questions posed
by federal regulators.

Checkett said the other difficult questions
on the list centered on how the state would
provide managed care in rural areas of Mis-
soun. where there are few doctors and fewer
opportunities to impose cost controls.

"Those are questions we have ourselves
and are working on." she said. "We hope we
will be able to pay better rates for primary
care under a managed care system, which
would encourage more doctors to take on
more Medicaid recipients.

Some doctors in rural areas now limit the
number of poor patients they will see be-
cause the state pays proportionately higher
rates for treating the poor at hospitals and
in emergency rooms.

"Now, we spend $2.5 billion a year with a
heavy bias toward institutional settings."
she said. 'We want to change that."

Checkett said she hoped that if all the an-
swers are submitted by mid-January. the
state can begin negotiating details of final
approval in the spring. That schedule would
coincide with a review by the Missouri Legis-
lature. Legislators must appropriate the
funds to pay for the revamped program.

CONGRESSIONAL RECORD — SENATE
But the same Republican majority in

Washington that may make it easier for the
states to experiment with new approaches
may also throw a wrench into carrying Out
such plans.

GOP legislators already have begun talk-
ing about major changes in Medicaid and
welfare funding. which could force Missouri
back to the drawing board.

'1 am concerned, just looking at Medicaid.
that there will be serious discussion about
entitlement caps,' Checkett said. "I don't
know what it means,"

The PRESIDING OFFICER. Who
yields time?

Mr. ASHCROFT. Mr. President, I ask
unanimous consent that an editorial
which appeared in the St. Louis Post
Dispatch entitled 'Missouri's Wise
Shift to HMOs," be printed in the
RECORD.

It states, in part:
The Carnahan administration made the

right move in deciding to use HMOs to pro-
vide medical care for the 154.000 St. Louis
area residents eligible for Medicaid.

The potential of a waiver is similar
to what we would have in a block
grant.

There being no objection, the edi-
torial was ordered to be printed in the
RECORD, as follows;
[From the St. Louis Post Dispatch. Oct. 14,

1995]

MISsOURI's WISE SHIFT To HMO's
Regional Medical Center appears to have

won big in Missouri's decision to shift all
Medicaid recipients in the St. Louis area
into health maintenance organizations. The
state itself is a winner. too,

The Carnahan administration made the
right move in deciding to use HMOs to pro-
vide medical care for the 154,000 St. Louis
area residents eligible for Medicaid, Other-
wise, these patients would be cared for under
fee-for-service programs with few ways to
control costs. HMOs, by contrast, agree to
treat patients for a fixed monthly fee, re-
gardless of the services the patients require.

HMOs do this profitably by stressing pre-
vention and managed care that denies pa-
tients access to unneeded and costly medical
specialists, procedures and tests. The
Carnahan administration estimates that the
shift to HMOs could save the state as much
as $11.6 million in the first 12 months, That
may seem like a mere ripple in a Missouri
Medicaid budget of about $2 billion, about
half of which comes from state funds, but
these savings mark an important step to-
ward improved cost control.

Seven HMOs have contracts with Missouri
to treat the state's Medicaid patients. Their
monthly per-patient fees vary. The fee for
Medicaid-eligible women between the ages of
21 and 44. for example, ranges from $120.30 to
$127.35. The monthly per-patient fee for chil-
dren between the ages of 7 and 13 ranges
from $42.95 to $46.39.

Regional is a big winner because at least 33
percent of the 121.890 Medicaid patients have
enrolled in HealthCare USA. the HMO co-
owned by Regional. Two other HMOs also are
using Regional as the preferred provider of
services under their plans. Some officials es-
timate that Regional could end up providing
care for nearly half the Medicaid-eligible pa-
tients in the St. Louis area.

Whether these numbers will be sufficient
to help Regional balance its budget and pro-
vide care for the uninsured is uncertain, In
the last fiscal year. the hospital provided $40
million in care to indigent patients. This
year. the hospital is facing a shortfall of at
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least $11 million because of reductions in fed-
eral funds for indigent care, In all prob-
ability. the city and county. which set up
Regional. will have to cover this deficit.

Ideally, Regional's entry into the HMO
business will help it pay more of its bills
without having to rely on local subsidies.
But the city and county must keep in mind
that lots of the community's indigent pa-
tients don't have access to Medicaid. In
other words. St. Louis and St. Louis County
will continue to have an obligation to assist
Regional in providing care for these patients.

Mr. ASHCROFT. Mr. President. I also
ask unanimous consent to have printed
in the RECORD an article from the Ten-
nessean. published on October 24. 1995.
which praises the success of Missouri's
use of managed care for its Medicaid
population.

I thank the Chair.
There being no objection. the mate-

rial was ordered to be printed in the
RECORD, as follows:

FROM THE TENN'ESSEAN. OCT. 24. l995
TENNCARE COULD TAKE SOME NOTES

COVENTRY EXEc cOMPARES PLANS

(By David A. Fox)
Tennessee may be in the vanguard of Med-

icaid reform with its TennCare program, but
Missouri is the state that is pulling off Med-
icaid privatization most successfully. a local
managed care executive said yesterday.

With a more incremental approach. Mis-
souri has managed so far to avoid some of
the problems that have plagued Medicaid re-
form here and in Florida, said Philip Hertik.
chairman of Conventy Corp. Nashville-based
Coventry. which does not participate in
TennCare. is one of seven organizations that
last month began enrolling St. Louis Medic-
aid members in private managed care plans.

In a speech to a national conference of the
Health Industry Manufacturers Association
at Loews Vanderbilt Plaza Hotel. Hertik
cited several strengths of the Missouri plan
to provide health care to the poor at a con-
tained cost. Among them:

Missouri initiated its plan injust one area,
rather than throughout the entire state.

It put the managed care contracts out for
bid.

It prohibited marketing of the private
plans directly to Medicaid beneficiaries.

A neutral company was chosen to gather
data from each plan and distribute the infor-
mation to Medicaid members for use in mak-
ing their selection.

Missouri geared its plan only to the poor.
beginning with people in the Aid to Families
with Dependent Children program.

By contrast. TennCare began in January
1994 covering both the poor and uninsured
statewide, at predetermined rates with ag-
gressive marketing to Medicaid members. As
a consequence. the $3.1 billion program serv-
ing 1.1 million residents started with great
confusion among its members. with griping
by providers whose reimbursements were
slashed and with some apparently improper
member-recruitment practices by at least
one private health plan.

Hertik called the privatization of Medicaid
"the biggest thing in managed care in the
past 15 years" and one of several trends re-
vamping the industry. With the companion
trend toward privatizing Medicare. he fore-
cast that market leverage increasingly will
shift to managed care organizations and
away from hospitals and other providers.
such as home health. which traditionally
have received a majority of their payments
directly from government programs.

Probably the most obvious trend facing
managed care organizations is the wave of
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mergers and acquisitions. But Hertik said
this trend differs from consolidation waves
in other industries that frequently are
sparked by efforts to achieve operating effi-
ciencies from such things as volume buying
and the elimination of redundant services.

All of this is aimed at market leverage.
rather thanjust economies," he said.

The deals, including health maintenance
organizations buying traditional indemnity
insurors, are intended to increase the mem-
bership in local managed care plans.

'But having sheer size on a national scale
and strong balance sheets don't necessarily
make you the high-quality, low-cost provider
in local markets where the purchasing deci-
sions are made,' he said. "It's just a little
troubling knowing that its market leverage
at the base of this consolidation:

Hertik also identified two other trends:
The reaching of an inflection point' her-

alding "price competition as more the rule
of the day" instead of boom-and-bust cycles
in health insurance underwriting.

An emphasis by managed care companies
in managing care, rather than just costs, by
establishing clinical guidelines, practicing
disease management and measuring Out-
comes,

The PRESIDING OFFICER. Who
yields time?

Mr. GRAHAM. Mr. President, has the
Senator from Michigan completed his
presentation?

The PRESIDING OFFICER. There
are 14 seconds remaining for the Sen-
ator from Michigan, and 7 minutes and
30 seconds remaining for the Senator
from Florida.

Mr. ABRAHAM. Mr. President, I
yield the remainder of my 14 seconds.

Mr. GRAHAM. Mr. President. there is
time we received, 3 minutes of general
debate and 1 minute which was used by
the Senator from Wisconsin. And I ask
for the other 2 minutes. as well as the
balance of our time on this amendment
for my closing remarks.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. GRAHAM. Thank you, Mr. Presi-
dent.

Mr. President, it has been an illu-
minating debate but almost as illu-
minating by what has not been said as
what has been said.

What are some of the things that
have been omitted? One of the major
omissions is, how did the majority
party arrive at the figure of $187 billion
as the basis of its reduction in Medic-
aid expenditures by the Federal Gov-
ernment over the next 7 years? What
was the source of that number? How
was the calculation of the efficiencies
and flexibilities that were going to be
incorporated in this program used to
derive the ultimate number of $187 bil-
lion?

The reason that there has not been
an answer to that question is because
there is not an answer to that question.
The $187 billion was derived. not by a
rational assessment of what would be
the needs of the program or what will
be the per capita increase in costs in
delivering health care, but rather as a
means of deriving a set of dollars to
fund a tax cut for the wealthiest of
Americans.

The fact is that the Medicaid Pro-
gram has been operating at a per cap-
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ita level of expenditure less than the
national average in terms of all private
sector health care spending. 7.1 percent
in the private sector. 7 percent in Med-
icaid. This is what has been the level of
Medicaid expenditure per capita. Under
this bill. the proposal is to slash Medic-
aid from a 7 percent growth to a 1.4
percent growth.

Mr. President. I would defy anyone to
say that is not going to result in a sig-
nificant collapse of the Medicaid sys-
tem's ability to serve the most vulner-
able population in our country.

The second question that has not
been discussed is, why has the Medicaid
Program been growing at the rate that
it has been growing?

Let me suggest three reasons, one
that we ought to be very proud of, and
that is that we are doing as a Nation a
much better job of helping the poorest
and most at risk of our children. Infant
mortality in the United States has
dropped by over 21 percent in the last
decade. Infant mortality in America
has dropped by over 21 percent in the
last decade. We ought to be proud
about that, and it has occurred because
in large part we have extended Medic-
aid coverage to more and more at-risk
mothers, and we have provided the
kind of appropriate health care imme-
diately after birth. We should not be
ashamed of that.

Second, Medicaid has increased be-
cause of the aging of Americans. What
has not been pointed Out iS that 60 per-
cent of the Medicaid expenditures do
not go to poor children and their moth-
ers. Sixty percent of the expenditures
go to the disabled and particularly to
the frail elderly. In my State, 70 per-
cent of Medicaid expenditures go to the
disabled and the frail elderly.

That happens to be the segment of
our population which is growing at the
fastest rate. In most States the fastest
growing generational component of the
population is people who are over the
age of 80—the very population that is
most likely to need Medicaid assist-
ance for long-term care.

The third reason for the increase in
the number of persons on Medicaid has
been the decline in private insurance
coverage particularly for children. In
1977. 71 percent of the children of work-
ing Americans had their health care
covered through their working parents.
Today, in 1993, that number is down to
57 percent and projected in the year
2002 to be 47 percent. There has been al-
most a 1-to-i increase in the poor chil-
dren on Medicaid as there has been a
decline in poor children covered
through a parent's health care policy.

Those are three basic reasons why
Medicaid has been increasing over the
last few years. not because of oppres-
sive Federal regulations.

Another thing that has not been dis-
cussed is the allocation formula. Would
you like to see the allocation formula
among the States? There it is. That is
the arithmetic allocation formula con-
tained in the Republicans' Medicaid
proposal.
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This formula, when you get through

all the algebra, says that those States
which today are receiving 4 and 5 times
as much per capita as other States will
continue to receive 4 to 5 times as
much. We are seeing a pattern. We saw
it in welfare reform and now we are
seeing it in Medicaid, and that is iden-
tify the problem. decry the status quo.
and then retain the funding formula of
the current program. We did it in wel-
fare reform, and we are about to do it
again in Medicaid.

It would be like George Washington.
after having won the American Revolu-
tion, saying. 'but we are going to con-
tinue to pay tribute to George III."
The very reason that we fought the war
would have been forgotten.

Mr. President, we need to have a
funding formula that treats all Ameri-
cans fairly wherever they live, This bill
of the Republicans continues basically
the current funding formula into the
indefinite future.

What is going to be lost under the
Republican proposal? We are going to
lose the flexibility of an effective
State-Federal partnership—those
States that experience growth, those
States that experience economic de-
cline, those States that experience a
natural disaster. We had 12.000 people
added to the Medicaid role in Florida
within days after Hurricane Andrew be-
cause not only were their homes blown
away, their jobs were blown away and
they became eligible for Medicaid. And
they needed it because of the disaster
through which they just lived, That
flexibility is going to be lost in this
program. We are also going to lose the
adequate funding of a Federal partner,
and we are going to lose national
standards particularly in the area of
nursing homes.

It is not surprising that President
Reagan said that the Medicaid Pro-
gram should not be turned over to the
States but that the Medicaid Program
should be federalized in order to have a
national standard of health care.
Where are the voices for President
Reagan today? This great advocate of a
strong national program to protect the
health of our children needs to be
heard today.

I close by saying there is a better
way. We are proposing in this motion,
first, that we have a rational reduction
in Medicaid. What we essentially are
saying is that we will propose to re-
strain Medicaid to 1 percentage point
less than the private sector rate of
growth in health care spending. And
with that 1 percent restraint, that is,
that the per capita for Medicaid will be
6.1 percent per year over the next 7
years. we will save $62 billion. We
think that we can make that kind of a
change without ravaging the system,
and we would distribute the money
through a per capita cap.

This maintains the individual enti-
tlement to Medicaid coverage and cre-
ates incentives to maintain health care
coverage. It provides for funding into
each of the four categories of principal
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Medicaid populations, that is, poor
children, their mothers, the disabled,
and the frail elderly, so that we will
not create what is, I believe, an inevi-
table result of the block grant ap-
proach which is going to be a war at
the State level among those four
groups of beneficiaries.

We would also allow for a continu-
ation of innovative programs such as
the program in the State of Tennessee.
We believe that the kinds of flexibility
that we would provide, which would
make it easier for States to move into
managed care and easier for States to
use community-based services to meet
the needs of the elderly, will produce
some real economies and therefore re-
duce the rates of expenditure over the
next 7 years, an attainable goal with.
out collapsing the system.

It is interesting, Mr. President, that
the proposal that I make today, the per
capita cap alternative to block grants,
is the proposal which was introduced in
the Senate on June 29, 1994, by our dis-
tinguished majority leader, cospon-
sored by 39 Republican Members. A
similar program was introduced by our
colleague, the senior Senator from
Texas, and the junior Senator from
Rhode Island, also promoting a per cap-
ita cap on Medicaid as a means of re-
forming the system.

Mr. President. I believe that we have
a program that will achieve significant
savings without sacrificing the safety
net that Medicaid has represented. We
can have these reforms while retaining
a program that is vital to 37 million of
our most vulnerable Americans. What
we will sacrifice is a little piece of the
tax break that we are about to give to
the wealthiest of Americans in order to
assure minimal health care standards
for the poorest and most vulnerable of
Americans.

The PRESIDING OFFICER. The Sen-
ators time has expired.

Mr. GRAHAM. Mr. President. I ask
unanimous consent that statements
from scores of organizations in opposi-
tion to the Republican plan and in sup-
port of the proposal that is before us be
printed in the RECORD and that an
analysis of the mandates which are
contained in the Republican proposal
also be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

MAY 3, 1995.
DEAR SENATOR: The undersigned organiza-

tions are opposed to eliminating the entitle-
ment status of individuals under the Medic-
aid program. The Medicaid program provides
basic health and long term-care services to
over 33 million American men, women, and
children. Eliminating the entitlement status
would jeopardize coverage for these seniors.
families, children, and persons with disabil-
ities. at a time when employers are dropping
coverage and the number of uninsured per-
sons continues to rise.

We understand that, in the interest of defi-
cit reduction, savings must be achieved in
the Medicaid program. However, extreme
and disproportionate cuts in the Medicaid
program will result in more Americans unin-
sured and in poor health, disincentives for

providers to serve this population. and un-
tenable cost shifting to state and local gov-
ernments, providers and private payers. We
stand ready to work with you on ways to
achieve reasonable levels of savings without
endangering the access of millions of bene-
ficiaries to essential health care. We do not
believe that ending the entitlement nature
of the Medicaid program would achieve these
objectives.

Sincerely yours.
AIDS Action Council.
Alzheimer's Association.
American Academy of Family Physicians.
American Association of University

Women.
American Civil Liberties Union.
American College of Physicians.
American Federation of State. County &

Municipal Employees.
American Federation of Teachers, AFL-

ClO.
American Geriatrics Society.
American Network of Community Options

and Resources.
American Nurses Association.
American Public Health Association.
American Speech-Language-Hearing Asso-

ciation.
Americans for Democratic Action.
Association for the Care of Children's

Health.
Automated Health Systems. Inc.
Bazelon Center for Mental Health Law.
Bridgeport Child Advocacy Coalition.
Catholic Charities USA.
Catholic Health Association.
Center for Community Change.
Center for Science in the Public Interest.
Center for Women Policy Studies.
Center on Disability and Health.
Children's Defense Fund.
Coalition on Human Needs.
Connecticut Association for Human Serv-

ices.
Consumers Union.
Council of Women's and Infants' Specialty

Hospitals.
County Welfare Directors Association of

California.
Families USA.
Family Service America.
Human Rights Campaign Fund.
International Ladies' Garment Workers'

Union.
International Union of Electronic. Elec-

trical. Salaried, Machine and Furniture
Workers.

International Union of United Auto Work-
ers.

Legal Action Center.
Legal Assistance Resource Center of Con-

necticut.
Mennonite Central Committee, Washing-

ton Office.
National Association of Child Advocates.
National Association of Children's Hos-

pitals and Related Institutions.
National Association of Counties.
National Association of Developmental

Disabilities Councils.
National Association of Homes and Serv-

ices for Children.
National Association of People with AIDS.
National Association of Protection and Ad-

vocacy Systems.
National Association of Public Hospitals.
National Association of School Psycholo-

gists.
National Association of Social Workers.
National Citizens Coalition for Nursing

Home Reform.
National Coalition for the Homeless.
National Community Mental Health Care

Council.
National Council of Senior Citizens.
National Easter Seals Society.
National Education Association.

October 26, 1995
National Family Planning and Reproduc-

tive Health Association.
National Jewish Community Relations Ad-

visory Council.
National Mental Health Association.
National Treatment Consortium.
National Women's Law Center.
Neighbor to Neighbor.
NETWORK: A National Catholic Social

Justice Lobby.
0MB Watch.
Planned Parenthood Federation of Amer-

ica.
Protestant Health Alliance.
Service Employees International Union.
Spina Bifida Association of America.
The Alan Gutmacher Institute.
The American Geriatrics Society.
The Arc.
United Cerebral Palsy Associations.
West Virginia Developmental Disabilities

Planning Council.
Women's Legal Defense Fund.
World Hunger Year.
YWCA of the U.S.A.

OcToBER24. 1995.
DEAR SENAToR: As groups deeply concerned

with the health and well-being of America's
children and families, we are writing to ex-
press our fundamental opposition to the pro-
posed House and Senate reconciliation bills'
Medicaid provisions.

The physical and mental health of Ameri-
ca's children today determines the social and
economic health of the whole nation in the
future. Unfortunately, our children's health
is already at risk: we lag behind many other
industrialized and some developing nations
on key indicators like infant mortality. low
birthweight. prenatal care, and immuniza-
tions. The Medicaid proposals in the rec-
onciliation bills will make this situation far
worse.

Already, nine and a half million U.S. chil-
dren lack any health insurance. Even though
just as many parents as ever are employed.
children have been losing private, employer-
based insurance at a rate of 1 percent a year
for more than a decade. Medicaid has been
making the difference, as its increased cov-
erage of children from working poor and near
poor families has kept the number of unin-
sured children from skyrocketing.

But as the drop in private insurance con-
tinues, if Medicaid shrinks instead of picking
up some of the slack, children will lead in
paying the price. With a $182 billion Medic-
aid cut, in the seventh year of the cut 6½
million children would lose eligibility if the
cut is translated into eligibility reductions
applied proportionately to all groups (e.g..
children, people with disabilities, the elder-
ly, and other adults). Then 19 million chil-
dren would be uninsured in 2002. In fact, we
fear that political conditions in state cap-
itals will lead children to bear a dispropor-
tionately large share of any Medicaid cuts,
so the number of uninsured children would
be even larger.

The United States can invest now—in im-
munizations. preventive care and early
treatment—or it can pay later in more ex-
pensive remedial care and the high social
and productivity cost of children growing up
unhealthy. We all support fiscal responsibil-
ity in the federal budget, but to balance the
budget on the backs of children and destroy
a system of assured health care that is fun-
damental to the health of millions of Ameri-
ca's children and pregnant women is unac-
ceptable.

Sincerely,
Action for Families and Children (DE),
Adolescent Pregnancy ChildWatch, Los

Angeles County (CA).
Advocates for Children and Youth. Inc.

(MD).
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Advocates for Youth.
Advocates for Connecticuts Children and

Youth (CT).
Agenda for Children (LA).
Aids Foundation of Chicago (IL).
Aids Policy Center for Children. Youth,

and Families (NJ).
Alaska Childrens Services, Inc. (AK).
All Saints Church. Pasadena (CA).
American Academy of Family Physicians.
American Academy of Pediatrics, Con-

necticut Chapter (CT).
American Academy of Pediatrics. Utah

Chapter (UT).
American Federation of State. County and

Municipal Employees.
American Medical Student Association)

Foundation.
American Nurses Association.
American Occupational Therapy Associa-

tion.
American Public Health Association.
American Speech-Language-Hearing Asso-

ciation.
Americans for Democratic Action.
Anacostia/Congress Heights Partnership

(DC).
APPLEServices/Crjsjs Center of

Hillsborough County, Inc. (FL).
Arkansas Advocates for Children and Fam-

ilies (AR).
Arkansas Childrens Hospital (AR).
A Sign of Class (MN).
Asian and Pacific Islander American

Health Forum (CA).
Association of Medical School Pediatric

Department Chairs.
Baystate Medical Center Children's Hos-

pital (MA).
Bazelon Center for Mental Health Law.
Beckland Home Health Care, Inc. (MN).
Belfast Area Child Care Services, Inc.

(ME).
Bellefaire (OH).
Berkeley Oakland Support Services (CA).
Bread for the World.
California Children's Hospital Association

(CA).
Cash Plus (IN).
Catholic Charities Office for Social Justice

(MN).
Center for Human Investment Policy (CO).
Center for Law and Human Services. Inc.

(IL).
Center for Multicultural Human Services

(VA).
Center on Disability and Health.
Center for Public Policy Priorities (TX).
Center on Work & Family at Boston Uni-

versity (MA).
Central Nebraska Community Services

(NE).
Chatham-Savannah Youth Futures Au-

thority (GA).
Chicago Coalition for the Homeless (IL).
Child Abuse Coalition. Inc. (FL).
Child Advocacy/Palm Beach County. Inc.

(FL).
Child Advocates, Inc. (TX).
Child Care Connection (AK).
Child Care Connection (FL).
Child Welfare League of America.
Childrens Action Alliance of Arizona (AZ).
Children's Advocacy Institute (CA).
Childrens Defense Fund.
Childrens Health Care (MN).
Children's Home Society of Minnesota

(MN).
Childrens House, Inc. (NY).
Childrens Medical Center of Dayton (OH).
Childrens Memorial Hospital (IL).
Childrens Rights, Inc. (NY).
Citizens Committee for Children of New

York (NY).
Citizen's for Missouris Children (MO).
Citizens Committee for Children of New

York (NY).
Citizenship Education Fund.
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City of Alameda Democratic Club (CA).
Coalition for a Better Acre (MA).
Coalition for Family and Childrens Serv-

ices in Iowa (IA).
Coalition for Mississippis Children (MS).
Coalition on Human Needs.
Coleman Advocates for Children and Youth

(CA).
Colorado Association of Family and Chil-

drens Agencies. Inc. (CO).
Colorado Council of Churches.
Colorado Foundation for Families and

Children (CO).
Community Action Program of Palm

Beach County (FL).
Community Concepts. Inc. (ME).
Community Empowerment Concepts (MD).
Community Psychologists of Minnesota

(MN).
Concerned Graduate Students in Public

Health in Seattle (WA).
Congress Park Plaza Apartments Resident

Services (DC).
Connecticut Association for Human Serv-

ices (CT).
Coordinated Child Care of Pinellas. Inc.

(FL).
Corpus Christi American Federation of

Teachers (TX).
Council on Womens and Infants Specialty

Hospitals.
Courage Center (MN).
Covenant House (NY).
Council of the Great City Schools.
Crossroads Program. Inc. (NJ).
Driscoll Childrens Hospital of Corpus

Christi (TX).
Elim Transitional Housing. lnc. (MN).
Elks Aidmore Childrens Center (GA).
Episcopal Community Services. lnc. (MN).
Equality Press (CA).
Face to Face Health and Counseling Serv-

ice. Inc. (MN).
Families USA.
Family and School Support Teams (FL).
Family Resource Coalition (IL).
Family Resource Schools (CO).
Family Support Network (MO).
Family Voices.
Firstlink (OH).
Florida Legal Services. Inc. (FL).
Food Research and Action Center.
For Love of Children.
Fremont Public Association (WA).
Friends of Children (WI).
Friends of the Family (MD).
Friends of Youth (WA).
General Board of Church and Society. The

United Methodist Church.
General Federation of Womens Clubs.
Georgians for Children (GA).
Greater New Brunswick Day Care Council

(NJ).
Hathaway Childrens Services (CA).
Health and Welfare Council of Nassau

County. Inc. (NY).
Healthy Mothers/Healthy Babies. Florida

Association (FL).
Hinds County Project Head Start (MS).
Hispanic Human Resources (FL).
Johns Hopkins Child & Adolescent Health

Policy Center.
Indiana Coalition on Housing and Home-

less Issues (IN).
Institute on Cultural Dynamics and Social

Change. Inc. (MN).
Interhealth (DC).
Jack and Jill of America. Inc.
Jacksonville Area Legal Aid, Inc., (FL).
Juvenile Law Center (PA).
Kansas Action for Children (KS).
Kansas Association of Child Care Resource

and Referral Agencies (KS).
Kansas Association for the Education of

Young Children (KS).
Kern Child Abuse Prevention Council, Inc.

(CA).
Kids Public Education and Policy Project

(IL).
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Lakeside Family and Childrens Services

(NY).
Lawyers for Children, Inc. (NY).
Legal Assistance Resource Center of Con-

necticut (CT).
Los Alamos Citizens Against Substance

Abuse (NM).
Los Angeles Coalition to End Homelessness

(CA).
Louisiana Maternal and Child Health Coa-

lition (LA).
Lucille Salter Packard Childrens Hospital

(CA).
Lutheran Children & Family Services of

Eastern Pennsylvania (PA).
Masschusetts Advocacy Center (MA).
Mennonite Central Committee. Washing.

ton Office.
Mental Health Association in Texas (TX).
Merrie Way Community for Arts and Hu-

manities (CA).
Michigan Coalition for Children and Fami-

lies (MI).
Michigan Council for Maternal and Child

Health (MI).
Michigan League for Human Services (MI).
Minnesota Association of Community Men-

tal Health Programs (MN).
Minnesota State Council on Disability

(MN).
Mississippi Human Services Coalition

(MS).
Montana Low Income Coalition (MT).
Mothers Protecting Children, Inc. (CT).
Multnomah County Chair Beverly Stein

(OR).
National Association of Child Advocates.
National Association of Counties.
National Association of County and City

Health Officials.
National Association of Homes and Serv-

ices for Children.
National Association of Public Hospitals.
National Association of School Nurses.
National Association of Social Workers.
National Association of Developmental

Disabilities Councils.
National Center for Clinical Infant Pro-

grams (Zero to Three).
National Center for Youth Law.
National Committee to Prevent Child

Abuse.
National Community Mental Healthcare

Council.
National Council of Jewish Women.
National Council of Senior Citizens.
National Easter Seal Society.
National Education Association.
National Family Planning and Reproduc-

tive Health Association.
National Mental Health Association.
National Parenting Association.
National Perinatal Association.
National Puerto Rican Coalition, Inc.
National Safe Kids Campaign.
National Women's Law Center.
Neighbor to Neighbor.
New Orleans Bread for the World (LA)
Nome Receiving Home (AK).
North American Council on Adoptable

Children (MN).
North Carolina Advocacy Institute (NC).
Oklahoma Healthy Mothers, Healthy Ba-

bies Coalition (OK).
Oklahoma Institute for Child Advocacy

(OK).
Orange County Parent Child Center (VT).
Panhandle Assessment Center (TX).
Parent Action of Maryland. Inc. (MD)
Parent to Parent of Vermont (VT).
Parents Anonymous, Inc. (CA).
Parry Center for Children (OR).
Penn State University, Allentown Campus

(PA).
Pennsylvania Association of Child Care

Agencies (PA).
Pennsylvania Partnerships for Children

(PA).
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Philadelphia Citizens for Children and

Youth (PA).
Planned Parenthood Federation of Amer-

ica.
Planned Parenthood of Palm Bech County

(FL).
Presbyterian Child Advocacy Network

(KY).
Preventive Services Coalition of Erie

County (NY).
Priority '90s: Children and Families (MI).
Project HOME. (PA).
Public Welfare Coalition of Illinois (IL).
Redlands Christian Migrant Asociatjon

(FL).
RESULTS.
Richland County Children Services (OH).
Rise. Inc. (MN).
Robins Nest. Inc. (NJ).
Same Boat Coalition (NY).
Sasha Bruce Youthwork. Inc. (DC).
Southern Regional Project on Infant Mor-

tality.
Spina Bifida Association of America.
State Communities Aid Association (NY).
Statewide Youth Advocacy. Inc. (NY).
Support Center for Child Advocates (PA).
The Adaptive Learning Center (GA).
The Arc.
The Child Care Connection (NJ).
The Children's Alliance (WA).
The Childrens Health Fund (NY).
The Coalition for American Trauma Care.
The Connecticut Alliance for Basic Human

Needs (CT).
The Council for Exceptional Children.
The Episcopal Church.
The Foundation for the Future of Youth.
The Health Coalition for Children and

Youth (WA).
The Kitchen. Inc. (MO).
The National Association of WIC Directors.
The Ohio Association of Child Caring

Agencies (OH).
The Presbyterian Church (USA), Washing-

ton Office.
The United States Conference of Mayors.
The Urban Coalition (MN).
TransCentury (VA).
Tulsa Area Coalition on Perinatal Care

Community Service Council (OK).
Ucare Minnesota (MN).
United Child Development Program (NC).
University of Vermont Department of So-

cial Work MSW program (VT).
Unitarian Universalist Association Wash-

ington Office.
Unitarian Universalist Service Committee.
United Cerebral Palsy Associations.
Utah Children (UT).
Vermont Center for Independent Living

(Vfl.
Vermont Head Start Association (VT).
Voices for Illinois Children (IL).
Voices for Children in Nebraska (NE).
Washington State Child Care Resource and

Referral Network (WA).
Westchester Children's Association (NY).
Wisconsin Council on Children and Fami-

lies (WI).
Women Leaders Online.
Women's Committee of One Hundred.
Women's Legal Defense Fund.
World Institute on Disability (CA).
Wyoming P.A.R.E.N.T. (WY).
Youth Law Center.

OCTOBER 24. 1995.
DEAR SENATOR: On behalf of the nations

pediatricians and children's hospitals, the
American Academy of Pediatrics and the Na-
tional Association of Children's Hospitals
urge you to make sure that regardless of how
Medicaid is restructured Congress includes
basic protections for the health coverage of
children and adolescents.

This is the message we are seeking to bring
to all members of Congress and the public in

a new paid advertisement we are running
this week in the national press. We are en-
closing a copy for you. It outlines the protec-
tions children and adolescents need in cov-
erage. medically necessary and preventive
care, access to pediatric care, and immuniza-
tions under a restructured Medicaid pro-
gram.

These kinds of protections make good
sense, because children and adolescents rep-
resent over half of all recipients of Medicaid.
In fact, Medicaid pays for the health care of
one fourth of the nation's children and ado-
lescents as well as one third of the countrys
infants. Protecting their health coverage, re-
gardless of the state in which they live, is a
low cost but high return investment not only
in children's well-being today but also in the
health and productivity of at least one third
of the nation's future work force. Medicaid
coverage for a child averages only one-eighth
the cost of coverage for a senior citizen.

We were heartened by the bipartisanship of
the Senate Finance Committee in addressing
the need for children's coverage. It would re-
quire all states under a restructured Medic-
aid program to cover poor children and preg-
nant women. We believe most members of
Congress share in this conviction.

Your vote on Medicaid legislation this year
may be the single most important vote you
will cast for the health of our nation's chil-
dren in this decade. Please vote to protect
America's most important resources: our
children

Sincerely,
JOE M. SANOEP5, Jr., M.D..

Executive Director,
American Academy
of Pediatrics.

LAWRENCE A. MCANDREWS,
President and CEO.

National Association
of Children 's Hos-
pitals.

Enclosure.
How To MAKE SURE THEY'RE STILL SMILING

AFTER CONGRESS GETS THROUGH Wim MED-
ICAID.

It should go without saying that the key to
having a healthy America in the future is
keeping children healthy today.

Those of us who spend every moment of
our working lives keeping children healthy
want to say it anyway.

Because at this moment, Congress is mak-
ing drastic changes to the Medicaid program,
the most serious side effect of which is that
the health care needs of millions of children
will not be sufficiently guaranteed.

CONGRESS IS TAKING ThE 'AID" OUT OF
MEDICAID

The Congressional block grant proposals
could leave it to the States to determine who
is eligible to receive benefits and what kind
of benefits will be offered.

Today's system at least guarantees specific
preventive health care benefits vital to the
health and well-being of many children from
poor and working families.

CONGRESS MUST BUILD IN CERTAIN BASIC
GUARANTEES

Regardless of how Congress changes Medic-
aid overall, the following protections should
be included:

1. Children and adolescents from low-in-
come families must maintain guaranteed
Medicaid coverage.

2. Medically necessary care, including pre-
ventive services, must not be compromised.

3. Children and adolescents must retain ac-
cess to appropriately trained and certified
providers of pediatric care.

4. children should be guaranteed all age ap-
propriate immunizations.

Let's protect America's most important.
most vulnerable resources: our children.
Let's help keep them healthy. And smiling.

October 26, 1995
IFrom Consortium for Citizens with

Disabilities]
A MESSAGE TO CONGRESS

CONGRESSIONAL MEDICAID "REFORM" PROPOS-
ALS WILL HARM CHILDREN AND ADULTS
DiSABILITIES AND THEIR FAMJLIES

Member organizations of the Consortium
for Citizens with Disabilities Health and
Long Term Services Task Forces are ex-
tremely concerned about the impact that
both the House and Senate Medicaid 're-
form ' proposals will have on the lives of
children and adults with disabilities and
their families. We strongly urge you not to
support these proposals and to carefully re-
consider how to 'reform" the Medicaid pro-
gram so that children and adults with dis-
abilities and other individuals with low and
very low incomes are not harmed.

The proposals reported out of the House
Commerce and Senate Finance Committees
make harmful. fundamental changes to the
Medicaid program—a program which now is
the largest source of federal and state fund-
ing for services and supports for individuals
with disabilities, It has been access to criti-
cally needed health and related services and
to essential community-based long term
services and supports—provided through the
Medicaid program—that have enabled fami-
lies to stay together and children and adults
with disabilities to live fuller and more pro-
ductive lives in their communities,

Specific CCD concerns relate to the follow-
ing issues:

While the Senate proposal maintains a
guarantee of health care coverage for low in-
come individuals with disabilities, the House
proposal completely eliminates the current
individual entitlement status of Medicaid for
people with disabilities,

Neither the Senate or House proposals
would require states to provide any specific
services, except for childhood immuniza-
tions.

Medicaid is no longer an entitlement and if
there is no requirement for the provision of
a full range of services, people with disabil-
ities will lose access to critical health and
long term services, and supports. For people
with disabilities and serious health condi-
tions, the lack of access to health and
health-related services and supports will
lead to an exacerbation of existing health
problems and/or disabilities, as well as the
emergence of additional health problems and
secondary disabilities, For people with long
term care needs, the lack of Medicaid cov-
erage will lead to the loss of services and
supports that help them to live more inde-
pendent lives in the community_-.in some
cases leading to homelessness and inappro-
priate institutionalization. In addition. fam-
ilies of children with disabilities will have
their economic security undermined as they
try to pay for essential health and long term
services. It is important to remember—espe-
cially in a nation where the number of indi-
viduals insured through their employer con-
tinues to decrease—that for many people
with disabilities, Medicaid has been the only
health care coverage available.

While both proposals include state level
'set-asides" for certain vulnerable popu-
lations, i.e. families with pregnant women
and children, elderly individuals, and low in-
come people with disabilities under age 65.
the proposed funding formula for these set-
asides would mean that states could not con-
tinue to provide the full range of services
and supports that they now provide for chil-
dren and adults with disabilities.

States would be permitted—within these
broad categories—to determine what serv-
ices to provide. According to the House pro-
posal. for each set-aside category, states
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would have to spend 85 percent of the aver-
age percentage of the state's Medicaid spend-
ing from FY 1992 through FY 1994 devoted to
mandatory services (what the state now
must cover) for people in that category. Ac-
cording to the Senate proposal, for each set-
aside category, states would have to spend 85
percent of the states Medicaid spending in
FY 1995 on mandatory services for people in
that category.

This formula does not take into consider-
ation spending on optional services (what
the state now chooses to cover). For people
with disabilities, this is a major blow. Cur-
rent optional services are the ones most like-
ly to be of critical importance to children
and adults with disabilities and dollars cur-
rently spent towards them would not be
counted towards the disability set-aside. op-
tional services include the following: speech.
physical, and occupational therapy. psycho-
logical services, clinic services, prescription
drugs. dental services. eyeglasses. prosthetic
devices, rehabilitative services, home and
community based services. ICF-MR services.
personal care services, respiratory care serv-
ices, and case management.

In addition to the loss of the personal enti-
tlement to specific required services and the
weak funding formula, both the House and
Senate proposals eliminate consumer and
quality assurance protections and federal
oversight in Medicaid services or Medicaid
funded facilities,

This includes elimination of federal nurs-
ing home and ICFIMR regulations and even
the minimum requirement that funds be
spent on active treatment for individuals in
institutional settings rather than merely
custodial care. While Congress continues to
speak of the value of devolution and state's
rights, the CCD remembers when states
could not or would not provide needed serv-
ices and supports for children and adults
with disabilities and their families. There
are well warranted and deep-seated fears in
the disability community that the loss of
minimum federal standards coupled with in-
tensifying fiscal pressures will mean that
some states return to institution-based cus-
todial care with the consequent loss of indi-
vidual freedom, rights, and quality of life,
The public policy and the original intent be-
hind federal oversight requirements cur-
rently attached to funding for certain Medic-
aid long-term services must be remembered
and respected. The proposals also permit the
states to move more people into managed
care plans while at the same time removing
current consumer protections related to
managed care.

The CCD strongly urges you to carefully
reconsider how to 'reform' the Medicaid
program and not to support the passage of
the provisions in the Medicaid Trans-
formation Act of 1995 as part of the budget
reconciliation bill, We ask you not to evis-
cerate a program that has allowed millions
of children and adults with disabilities to
live fuller and more productive lives in the
community because they now have access to
both acute health care and needed long term
services and supports. The CCD does not sup-
port the status quo on Medicaid. We do be-
lieve. however, that there are changes to the
program that can be made that will not pe-
nalize those who now benefit from the pro-
gram. These include the elimination of the
current incentives for institutional care and
the provision instead of incentives for home
and community-based long term services and
supports.

Finally, the CCD supports efforts to reduce
the federal deficit. However, the CCD strong-
ly believes that it is unfortunate that most
of the programs on the table for deficit re-
duction are those of importance to children
and adults with disabilities—such as Medic-
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aid, children's Supplemental Security In-
come. housing, social services, jobs. and edu-
cation. It is also unfortunate that Congress
is endeavoring to balance the budget using
only 48% of the federal budget and that 48%
comes at the expense of programs of critical
importance to the lives of people with dis-
abilities.

The CCD asserts that the individual enti-
tlement status of Medicaid to a mandated
set of benefits for children and adults with
disabilities must be maintained.

The CCD asserts that federal reimburse-
ment should be maintained for the full range
of acute and long term services and supports
that are presently available. including op-
tional services which states now choose to
provide through their Medicaid programs. In
addition. the states should be required to
continue to contribute at least their current
share of funds to finance Medicaid services
and supports.

The CCD asserts that the federal require-
ments that states meet certain standards of
care and continue appropriate quality assur-
ance measures, as well as due process and
other consumer protections must be main-
tained.

The CCD asserts that managed care should
be an - 'option" and not the only avenue of
services for people with ,disabilities and that
strong consumer protections, including time-
ly and appropriate access to all necessary
services. supports, and providers must be en-
sured.

The CCD asserts that current incentives
for institutional care built into the Medicaid
program must be eliminated and replaced
with incentives for the provision of home
and community-based long term services and
supports.

1995 CC HEALTH AND LONG-TERM SERVICES
TASK FORCE MEMBERS

Adapted Physical Activity Council.
Alliance of Genetic Support Groups.
American Academy of Child & Adolescent

Psychiatry.
American Academy of Neurology.
American Academy of Physical Medicine

and Rehabilitation.
American Association for Respiratory

Care.
American Association of Children's Resi-

dential Center.
American Association of Spinal Cord In-

jury Psychologists & Social Workers.
American Association of University Affili-

ated Programs.
American Congress of Rehabilitation Medi-

cine.
American Foundation of the Blind.
American Horticultural Therapy Associa-

tion.
American Network of Community Options

& Resources.
American Occupational Therapy Associa-

tion.
American Orthotic and Prosthetic Associa-

tion.
American Physical Therapy Association.
American Psychological Association.
American Rehabilitation Association.
American Speech-Language-Hearing Asso-

ciation.
American Therapeutic Recreation Associa-

tion.
Amputee Coalition of America.
Association of Academic Physiatrists.
Association of Maternal and Child Health

Programs.
Autism National Committee.
Bazelon Center for Mental Health Law.
Brain Injury Association.
Center on Disability and Health.
Children's Defense Fund.
Children & Adults with Attention Deficit

Disorders.
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Epilepsy Foundation of America.
International Association of Psychosocial

Rehabilitation Services.
Joseph P. Kennedy. Jr. Foundation.
Mental Health Policy Resource Center.
National Alliance for the Mentally Ill.
National Association for Music Therapy.
National Association for the Advancement

of Orthotics and Prosthetics.
National Association of the Deaf.
National Association of Developmental

Disabilities Council.
National Association of Medical Equip-

ment Suppliers.
National Association of People with AIDS.
National Association of Protection and Ad-

vocacy Systems.
National Association of State Directors of

Developmental Disabilities Services.
National Association of State Directors of

Special Education.
National Association of State Mental

Health Program Director.
National Center for Learning Disabilities.
National Community Mental Healthcare

Centers.
National Consortium on Physical Edu-

cation and Recreation for Individuals with
Disabilities.

National East Seal Society.
National Health Law Program, Inc.
National Industries for the Blind.
National Mental Health Association.
National Multiple Sclerosis Society.
National Organization for Rare Disorders.
National Organization on Disability.
National Rehabilitation Association.
National Spinal Cord Injury Association.
National Therapeutic Recreation Society.
NISH.
Paralyzed Veterans of America.
President's Committee on Employment of

People with Disabilities.
Research Institute for Independent Living.
The Accrediation Council on Services for

People with Disabilities.
The Arc.
United Cerebral Palsy Associations.
World Institute on Disability.

OcTOBER 24. 1995.
DEAR SENATOR DOLE: As providers of long-

term care services, we are concerned that
the current Finance Committee proposal to
impose a block grant financing mechanism
for Medicaid fails to ensure that adequate re-
sources will be made available to meet the
needs of our nation's elderly. disabled, and
infirm. We fear that the proposed annual in-
creases in federal Medicaid funding for state
programs will be insufficient to meet the
quality of care needed by residents of long-
term care facilities and subsequently reduce
access to services. Furthermore, the failure
to meet the resource needs anticipated in fu-
ture years for these services will negate the
many advances made in this area as a result
of the enactment of the nursing home reform
provisions of OBRA '87.

We urge you to support the retention of
federal oversight of nursing home quality
linked to a statutory provision ensuring that
adequate financial resources are made avail-
able to meet prescribed levels of service. Al-
though this linkage can take several forms,
the current formulation which backs the
nursing home reforms of OBRA '87 to a stat-
utory direction that payors of services (both
federal and state) must ensure the payment
of adequate rates has proven a workable
mechanism and should not be repealed.

Federal nursing home reform standards,
joined with existing reimbursement stand-
ards have resulted in a steady improvement
in the quality of long-term care services.
Without such a linkage, this quality of care
cannot be sustained. It is our sincere desire
to move forward with the quality of care pro-
vided in nursing homes. and recognize that
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the ability to do so is dependent upon the
provision of adequate financial resources.

Sincerely.
American Health Care Association

(Al-JCA); American Association of
Homes and Services for the Aging
(AAHA); Catholic Health Association:
InterHealth; Horizon CMS: Clinton Vil-
lage Nursing Home, Oakland. Califor-
nia: Qualicare Nursing Home, Detroit.
ML Westmoreland Manor. Greensburg.
PA; Services Employees International
Union (SEIU); American Federation of
State. County. and Municipal Employ-
ees (AFSCME); United Auto Workers
(UAW).

NATIONAL ASSOCIA11ON OF COUNTIES.
Washington. DC. October 24. 1995.

DEAR SENATOR: The National Association
of Counties (NACo) strongly opposes the
block granting of Medicaid and the loss of a
federal guarantee to benefits. Counties will
be saddled with significant cost shifts as a
result of capping the federal contribution to
Medicaid.

We do not believe that states will find
enough budgetary efficiencies without reduc-
ing eligibility. The flexibility given to states
in the operation of the proposed restructur-
ing will trickle down to counties in the form
of flexibility to raise property taxes, cut
other necessary services or further reduce
staff. In many states, counties are required
to serve individuals with no private or public
health insurance. The cuts to the program
will have the effect of increasing the costs of
that state mandate.

Individuals will continue to have health
needs, regardless of the payor source. That is
why we have always supported the intergov-
ernmental nature of the Medicaid program
and the assurance that there is some mini-
mum level of coverage guaranteed to eligible
individuals, regardless of the state in which
they reside. While we support the increased
use of managed care and the further
targeting of the disproportionate share pro-
gram. we believe that provisions in the bill
overall will harm many current recipients
and the counties which serve them.

If you have any questions about our posi-
tion. please call Tom Joseph, Associate Leg-
islative Director, at 202/942—4230.

Sincerely.
LARRY E. N.xE,

Executive Director.

BUREAUCRACY BY THE GOP
MEDICAID PLAN

In the Medicaid debate, the GOP has
stressed that offering states block grants
will reduce federal and state bureaucracy.
However, a review of the GOP Medicaid Plan
indicates that it creates as much bureauc-
racy as it purports to reduce. Some of the
bureaucratic initiatives included in the plan
are important and necessary: however, the
argument that the GOP plan reduces bu-
reaucracy just doesn't add up. The following
is a very conservative estimate of the total
number of new bureaucratic requirements
created by the GOP Medicaid plan:
Number of new requirements for each

submitted Medicaid plan 32
Number of States and District of Co-

lumbia (times) 51

Total number of new require-
ments for all plans (=)

Additional committees, advisory pan-
els. demonstration projects. etc. (+)

Total number of new bureau-
cratic requirements (=) 1.647

F'Jote: The total does not include drug provider
pricing reports or other federal zrnd state drug-relat-
ed reports.
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Specifically. the proposal requires:

SECTION 2100

Page 2—A state plan is required for reim-
bursement under this bill.

The state plan must be approved by Sec-
retary.

SECTION 2101

Page 4—State must establish performance
measures to evaluate Medicaid plan.

Independent review required of state per-
formance.

Page 5—Strategic objectives and perform-
ance goals in state plan must be updated not
later than every 3 years.

SECTION 2102

Page 5—Extensive annual reports must be
prepared by states and submitted to Con-
gress.

SECTION 2103

Page 6—Every third year. each state must
provide for an independent review of the
state Medicaid plan.

SECTION 2104

Page 12—Each state Medicaid plan must
provide a description of the process under
which the plan shall be developed.

SECTION 2105

Page 13—States required to provide public
notice and comment on their Medicaid plan.

Page 14—States are required to established
advisory committees for the establishment
and the monitoring of the Medicaid plan.

SECTION 2106

Page 16—The Secretary shall provide for
the establishment of a Medicaid Task Force.

Page 16—An advisory group to the Medic-
aid Task Force shall be created comprised of
representatives from seventeen national
health care organizations.

Page 18—The task force shall report to
Congress by April 1. 1997. with recommenda-
tions regarding objectives and goals for
states in the implementation of a Medicaid
plan.

Page 19—Creation of an Agency for Health
Care Policy and Research.

SECTIOF'J 2111

Page 19—Each state Medicaid plan must
meet certain Federal eligibility and benefit
requirements.

SECTION 2113

Page 31—States may set up premium and
cost sharing mechanism including co-pay-
ments and deductibles.

SECTION 2114

Page 35—If a state contracts with a
capitated health care organization, the state
must annually provide before the beginning
of the contract year—public notice and an
opportunity for public comment on amounts
spent.

SECTION 2115

Page 37—Each state will develop its own
criteria for providing benefits and geo-
graphic coverage.

SECTION 2117

Page 40—Establishment of new income
rules for institutionalized spouse in deter-
mining eligibility for Medicaid. Also, rules
establish a hearing process relating to a
monthly allowance for the non-institutional-
ized spouse.

SECTION 2121

Page 59—Establishment of complex for-
mula for the allotment of block grant funds
to states.

Page 84—By April 1. annually, the Sec-
retary shall compute and publish in the Fed-
eral Register proposed obligation and outlay
allotments for each State.

Page 85—GAO shall report to Congress an-
nually a report of preliminary allotments.
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GAO shall submit an annual report analyz-

ing allotments.
SECTION 2122

Page 87—Quarterly reports shall be filed by
the States estimating the total sum to be ex-
pended in such quarter.

Page 90—Procedure established for dis-
putes with respect to overpayment to the
States.

Page 97—States given authority to impose
health care taxes on providers.

Page 111—Limits established on the
amount that a state may use a grant to
carry out a program for which a waiver was
granted.

SECTION 2123

Page 113—Limits on payments for
nonlawful aliens, abortions and assisted sui-
cides. States must establish procedures that
funds not be used for unauthorized purposes.

SECTION t24

Page 119—Methodology for grants to be de-
termined by HHS.

SECTION 2131

Page 119—Separate state audit required an-
nually. Additional "verification" audit re-
quired if first audit not acceptable. Audit re-
ports must be available to both HHS and the
public. Each State must adopt fiscal control
measures to insure compliance. State or pri-
vate plans must provide HHS with records of
any audit conducted by anyone on any pro-
vider offering services through he plan.

SECTION 2132

Page 121—Each state is required to develop
separate fraud prevention procedures. Addi-
tionally. if an individual or provider is ex-
cluded due to a violation of this section. a
state must file a separate notification of the
violation with the appropriate state licens-
ing board and HHS.

SECTION 2133

Page 123—States must create a mechanism
that notifies the Secretary of HHS of any
formal proceedings, including outcome.
against an individual provider or provider
entity. Additionally, the State must provide
the Secretary of HHS with documentation of
these formal proceedings. HHS must notify
all relevant federal agencies. providers under
contract, licensing boards. State agencies.
utilization and quality control peer-review
organizations, State Medicaid Fraud Units,
hospitals and other providers, the Attorney
General, and the Comptroller General. Pro-
gram to be coordinated through HHS.

SECTION 2134

Page 127—Each state required to provide a
separate State Medicaid Fraud Unit. This
unit must be attached to the State Attorney
General or other appropriate state agency.
The State must establish formal procedures
for referral of fraud, patient "abuse and ne-
glect" complaints, and overpayment cases to
the State Attorney General.

SECTION 2135

Page 131—Each State must develop proce-
dures for determining when a third-party
payor is legally obligated to pay. a claim,
when beneficiaries acquire the rights, when
they may assign those rights, and laws that
mandate coverage of children. Any denial of
benefits to a child must be documented,
States must also create a procedure for
wages or tax return garnishment.

SECTION 2137

Page 142—Each State must develop sepa-
rate 'Quality Assurance Standards for Nurs-
ing Facilities," consisting of separate treat-
ment standards, administrative policies and
procedures, operational bylaws. Quality As-
surance systems, resident asessment proce-
dures, staff qualifications, and utilization re-
view procedures. These standards are subject

1.632
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to public comment before acceptance by the
State legislature.

Each State must also create a nursing fa-
cility certification program, whose records
must be available to the public. This pro-
gram must be audited every four years.

SECTION 2138

Page 150—Requires public access to any
compliance survey conducted by any state
agency. Each state must create separate
record-keeping requirements.

SECTION 2151

Page 151—Each state must submit separate
"Part C" Medicaid plans.

SECTION 2152

Page 151—Allows for amendment of a
States Medicaid plan "at any time.'

SECTION 2153

Page 153—Requires HHS to "promptly" re-
view (within 30 days) any plan or amendment
submitted. Requires notice non-compliance,
and a state response or revision of the plan
must follow. Creates administrative hearing
procedure for determination of non-compli-
ance if requested by the state. If dissatisfied,
state may appeal to the appropriate U.S.
court of appeals. Any decision may be ap-
pealed to the U.S. Supreme Court.

SECTION 2173

Page 174—If a state has an Indian Health
Program, the state plan must separately de-
fine who and what will be eligible.

SECTION 2175

Page 182—Requires HHS (or each state sep-
arately) to reach separate rebate agreements
with each eligible drug manufacturer before
reimbursement. Any exceptions must be sub-
mitted for review and approved by HHS. If a
rebate agreement is in place at the time this
Act is passed, the state has the burden of
showing that Such rebate agreement saves as
much or more money as the requirements of
this new Act.

Page 192—Requires each state to submit a
report of the total number of covered drug
units used, including form, dosage. and pack-
age size.

Page 193—Drug manufacturers must sub-
mit a report listing the "average' price of an
eligible drug sold for at the beginning of a
rebate period. Drug manufacturers are also
required to submit a report at the end of a
rebate period noting both the "average' and
the 'best' price the drug sold for.

Page 199—Secretary and states both have
authority to resolve conflicts over rebate
amount.

Page 200—Secretary or state must compute
rebate formulas for each separate drug. man-
ufacturer, and rebate agreement.

Page 07—Any State may subject any drug
to a Separate prior authorization program
prior to filling a prescription.

Page 208—Secretary required to periodi-
cally update the list of ineligible drugs.

Page 209—Each state may set up separate
formularies if approved by HHS.

Page 211—Outlines the specific require-
ments of a state 'Prior Authorization Pro-
gram."

Page 212—HCFA required to establish re-
imbursement limits for 'therapeutically
equivalent drugs.

Page 213—Secretary must "encourage"
states to establish an electronic claims proc-
essing system.

Page 214—Requires HHS to submit an an-
nual report to the Senate Finance Commit-
tee and House Commerce Committee outlin-
ing individual and total drug costs, the im-
pact of inflation of such costs, any signifi-
cant trends in drug pricing, and the adminis-
trative costs of compliance with the drug-re-
bate program.

Page 24—Requires HHS to establish a
"Medicaid Drug Rebate Task Force.'
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SECTION 7194

Page 228—Requires HHS and HCFA to de-
velop a classification system for children
with special health care needs.

Page 229—Creates a grant program for
demonstration projects using the criteria de-
veloped for classifying children with special
health needs. Requires these projects to sub-
mit annual and final reports to HHS.

Page 232—Requires CBO to conduct an an-
nual analysis of the impact of the new Med-
icaid amendments and to submit a report to
the Senate Finance Committee and House
Commerce Committee.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I congratu-

late the excellent statement and argu-
ments that have been made by my dis-
tinguished colleague from Florida on
the matter at hand. I believe we are
about ready to come down to the end of
this and go on to the education amend-
ment. But before we proceed. I wish to
yield 1 minute to the Senator from
Connecticut.

Mr. DODD. I thank our colleague
from Nebraska.

Mr. President, I apologize for being
tied up in the Committee on Banking
and Housing. I think as we look at this
legislation people have to ask the fun-
damental question of who is being hurt
by this proposal. No one is suggesting
we ought not to make reforms in these
programs to make them more efficient.
But when 4.4 million children over the
next 7 years, as the estimates say, will
lose the kind of protection that Medic-
aid has provided, that in my view goes
too far. I think the American people
are responding to that. It is extreme.
Clearly, corrections need to be made,
but this goes way beyond what most
Americans think is right and fair.

If we are going to invest in the future
and promote growth, then these young
children who have no other safety net
to protect them are going to be lost in
that process. It is bad enough to place
at risk 12 million Americans, 8 of
whom are in effect adults with long-
term care needs. But for almost 5 mil-
lion children who may lose Medicaid in
this country who are born into these
circumstances and will start their lives
in this way, I think is wrong headed: I
think it is extreme; I think it is unfair;
and I think it is dangerous for this
country's future.

I thank my colleague for yielding.
Mr, EXON. Mr. President, after con-

versation with several Senators, in-
cluding my distinguished colleague
from Michigan, I think we have general
agreement now that we will, under the
previous order, move to the next order
of business, which is the so-called edu-
cation amendment.

The time under that amendment will
be controlled by the Senator from Mas-
sachusetts, Senator KENNEDY, who I
think is ready to offer the amendment,
In the interest of conserving time—we
have had a general agreement—and I
ask unanimous consent at this time
that instead of the 2 hours, 1 hour each
side, on the education amendment,

S 15733
that the time be reduced to 90 minutes
or 45 minutes per side. I propose that
as a unanimous consent request.

The PRESIDING OFFICER (Mr.
BURNS). Is there objection?

Mr. ABRAHAM. Mr. President. the
majority does not object. We support
the 90-minute time agreement.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. EXON. I thank the Chair. I hope
at this time the Chair could recognize
the Senator from Massachusetts,

Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Massachusetts.
AMENDMENT NO. 2959

(Purpose: To strike those portions of the
Committee on Labor and Human Resources
reconciliation title that impose higher stu-
dent loan costs on students and families,
by striking the 85 percent fee imposed on
colleges and universities based on their
Student loan volume, restoring Federal in-
terest payments on subsidized student
loans during the 6-month grace period in
which graduates look for jobs. eliminating
interest rate increases on parent (PLUS)
loans, and eliminating the 20 percent cap
on direct lending. and to provide an offset
by striking the provisions that dilute the
alternative minimum tax)
Mr. KENNEDY. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration,

The PRESIDING OFFICER. The
clerk shall report the amendment.

The bill clerk read as follows:
The Senator from Massachusetts Mr. KEN-

NEDY] for himself. Mr. SIMON. Mr. PELL. Mr.
DODD, Mr. HARKIN. Ms. MI}UjLSKI, Mr.
WELLSTONE, Mrs. FEINSTEIN and Mrs. MUR-
RAY, proposes an amendment numbered 2959.

On page 1409, beginning with line 8. strike
all through page 1410, line 25.

On page 1421. beginning with line IS. strike
all through page 1423, line 13.

On page 1424, beginning with line 2, strike
all through page 1425, line 16.

Strike chapter 3 of subtitle B of title XII.
Mr. KENNEDY. Mr. President, I yield

myself 6 minutes.
Mr. President, we are 2 days into this

debate on the budget recommendations
of our Republican friends in the U.S.
Senate, We had an opportunity yester-
day to debate the issue of whether we
are going to cut $270 billion out of the
Medicare program in order to give tax
breaks for the wealthy individuals and
corporations.

Today we had the debate about
whether we are going to take $180 bil-
lion away from the neediest children in
our society and from the seniors of our
country who have made such a dif-
ference to our Nation and put them at
greater risk.

The third element in this whole Re-
publican proposal is to deny. or move
towards denying. the sons and daugh-
ters of working families the oppor-
tunity to achieve the American dream,
that is. in the area of higher education,

The whole debate on higher edu-
cation was a key debate in the 1960's
between President Kennedy and Presi-
dent Nixon. During that time, this
country went on record to provide help
and assistance to the young people of
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this country. We reserved three-quar-
ters of a Federal assistance program
for grant money and one-quarter for
loans. The programs built on the enor-
mous success that this country saw at
the end of World War II. We expended,
in todays dollars, $9 billion on edu-
cation assistance to those who came
back and fought in World War II.

It is an interesting fact, Mr. Presi-
dent. that the analysis of this program
proved it was a remarkable success. In
fact. every dollar was actually given in
grants—not loans—and returned some
$8 to the Federal Treasury.

This Nation was committed to higher
education. This Nation was committed
to the young people of this country, to
their hopes and dreams for a future
America. But under the Republican
proposal. effectively what they are say-
ing is, We're going to take some $10
billion away, away from the students
of this country, and make it more com-
plex. more difficult, and in many in-
stances deny the dreams of those
young people.' For what reason? For
the reason of providing the tax breaks
for wealthy corporations and wealthy
individuals.

That is what this is about, Mr. Presi-
dent. That is what this is about. The
amendment that we have offered today
responds to that provision of the Re-
publican bill.

First of all, the provision that insti-
tutes a new student loan tax that re-
quires colleges and universities to pay
the Federal Government an annual fee
of .85 percent of their student loan vol-
ume is struck. In addition, the amend-
ment strikes provisions that eliminate
the interest-free grace period, a con-
cept that has been supported by Repub-
licans and Democrats since the student
loan program began.

We also strike the increased interest
rates on parents in the PLUS loans,
which are necessary loans for parents
that do not have great assets. Striking
the increased interest rates will help
those parents continue to take advan-
tage of the PLUS loans. Finally, the
amendment strikes provisions capping
the direct loan program at 20 percent
of loan volume. The program is now at
almost 40 percent participation.

The amendment takes us back to the
existing law which will permit any col-
lege in this country, in any State. to
choose to participate in the direct loan
program. Not under the Republican
program.

What we are saying is: If colleges,
their boards of trustees, parents, fac-
ulty, teachers, young people want to
move toward a direct loan program,
that choice ought to be available at the
local level. The Republican proposal
denies colleges and universities and
their communities the right to choose
a loan program that works for them.
That right to choose was a bipartisan
agreement that was made in 1993. I be-
lieve that denying colleges and univer-
sities the right to choose is unwise and
unfair.

And. Mr. President, we offer a full
offset for this change to the Republican
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proposal, so that our amendment is
budget neutral. We will return help and
assistance to the students of our coun-
try by striking the provisions of the
Finance Committees reconciliation
bill that dilute the alternative mini-
mum tax on corporations.

The alternative minimum tax on cor-
porations sets a minimum corporate
tax liability. It was passed in 1986 be-
cause many corporations were escaping
any kind of tax payment. And you
know what the Republicans did? They
relaxed it to benefit corporations by
$9.2 billion. And so the Senate of the
United States will have a chance today
to say. 'Do we want to relax the alter-
native minimum tax For corporations
by $9.2 billion or do we want to provide
the help and the assistance for the sons
and daughters of working families?"

We have effectively voted on this
amendment before, and we are going to
see if the whiplash of the Republican
leadership is going to march—force the
Republicans to march in lock step to
reject what they have supported in
May: a reduction in the cuts to stu-
dents.

We are taking the changes in the al-
ternative minimum tax that provided
easier payments for the largest cor-
porations of this country and using
them for the deficit reduction require-
ments for education and leaving these
programs alone. That is what this
amendment does.

Mr. President, I do not think we have
to make the case, or should have to
make the case, that education is
central to the American dream. But
under the Republican proposal, they
change that dream into a nightmare.
The idea that the Republican proposal
is a shared sacrifice is malarkey.

They say. There's a shared sacrifice
in our Human Resources Committee's
proposal." The shared sacrifice is two-
thirds—two-thirds of the burden is
going to be on the sons and daughters
of working families. Half of them earn
below $20,000 a year: two-thirds of them
below $40,000. It is interesting to note
that these are the same people whose
taxes are going to be increased under
the EITC. These are the same people
that are going to have to provide addi-
tional help and assistance to their par-
ents to increase the copayments and
the deductibles.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. KENNEDY. I yield 2 more min-
utes.

Again, these are the same people
whose taxes will be increased under
EITC, as Senator MOYNIHAN clearly
pointed Out when he put the chart be-
fore the U.S. Senate and the American
people. We are already going to have to
pay increased payments under this bill.

What do our Republican friends have
against working families? They raised
the EITC that goes to the low-income.
working families. And now they are de-
nying the opportunity for education for
many of the sons and daughters.

Mr. President. I want to just point
Out that a $250 increase in the cost of
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college will cause roughly 20.000 fewer
students from working families to en-
roll. Because there are almost S1,000 in
additional costs to working families
just in the grace-period provisions of
the Republican proposal, 80,000 young
people in this country will not go to
college because of the increased burden
that their families will not be able to
pay.

Now, there will be a time when some-
one says, ' This is really a very minor
slap on the wrist for these families."
They will point out, "Look, you are
only talking about $900 for the grace
period, only $500 more under the PLUS
loans, and only $25 under the institu-
tional loans."

Mr. President, that all adds up. In
my State of Massachusetts, working
families will have to pay more than
$200 million in additional costs. That is
wrong. It is a transfer of wealth from
working families to the already
wealthy individuals in our country.
Therefore, I hope that this amendment
is agreed to. It is a responsible amend-
ment. We have debated this issue many
times and we have said that we believe
that education is fundamental to the
future of America and young Ameri-
cans. Why should we dampen. and in
many instances extinguish, the hopes
and dreams of the sons and daughters
of working families?

That is the choice here. We can
strike the alternative minimum tax or
we can dock the sons and daughters of
working families.

I yield 5 minutes to the Senator from
Rhode Island who has been a former
chairman of the Education Committee
and who has made such a mark in edu-
cation policy.

The PRESIDING OFFICER (Mr.
ASHcROFT). The Senator from Rhode Is-
land.

Mr. PELL. Mr. President, I thank my
colleague. I am very. very pleased to be
an original cosponsor of this critically
important amendment. What we are
talking about here is a capital invest-
ment in the future of our Nation. Pas-
sage of this amendment would accom-
plish the objective of taking students
and their families. not completely. but
partially out of harm's way.

First. it would strike the first-time-
ever fee on institutions of higher edu-
cation. This fee of .85 percent, based on
the total amount of money borrowed
by students and parents at every insti-
tution of learning, is an unprecedented
move and a cost that would undoubt-
edly be passed along to students in
higher fees. Once established, I am
afraid that it will increase over time.

Second, this amendment would strike
the increase on the interest rate in the
Parent Loan Program. Some argue
that the increase would be so small as
to be insignificant. I disagree.

A parent who borrows for 4 years of
college at a typical 4-year public uni-
versity will borrow a total of $27,000. If
those loans are repaid over 10 years,
the increase in the interest rate will
mean those parents will have to pay an
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additional $1400. If they take advan-
tage of extended repayment, the cost
could well increase to $2.800. Neither of
these figures is insignificant.

A parent who borrows at a private
university will borrow more than
$66,000. Repayment over a 10-year pe-
riod will mean an additional $3,400 that
parents will have to pay because of the
increase in the interest rate. If repay-
ment is extended over 20 years, the ad-
ditional cost to the parent will be near-
ly $6900. or $7000.

Third, the amendment would strike
the 20-percent cap on the Direct Loan
Program. This would leave alone the
direct loan conference agreement of 2
years ago. It would mean that we
would continue to have a spirited com-
petition between direct and regular
loans, a competition that has brought
students improved services, better
rates and more benefits.

And fourth, the amendment would
strike the elimination of the interest
subsidy during the grace period. This is
of vital interest to students who have
just completed their education and are
out looking for ajob. Proponents argue
that thecost of eliminating the grace
period will be small, but to a student
who is just beginning a job, every dol-
lar counts.

In terms of the package, I point Out
that while one change might appear
small, the combined impact of the four
changes addressed in this amendment
is considerable. Students and their
families will feel the impact of these
changes. Instead of taking them out of
harm's way. it will place them directly
in the line of fire. We can avoid that
outcome if we adopt this amendment. I
urge my colleagues to join me in vot-
ing for it. If ever there was a capital in-
vestment amendment to improve the
competitive ability of our Nation, this
is it.

I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. KENNEDY. I yield 5 minutes to

our friend and colleague and former
member of the Labor and Human Re-
sources Committee, JEFF BINGAMAN.

The PRESIDING OFFICER. The Sen-
ator from New Mexico is recognized.

Mr. BINGAMAN. Thank you very
much, Mr. President. I thank the Sen-
ator from Massachusetts for yielding
me time.

Mr. President, I am in strong support
of the Kennedy-Simon student loan
amendment. It does deal with a very
serious problem that I see in this budg-
et reconciliation bill.

Very simply. what we are talking
about here is $10.8 billion that is to be
reduced or eliminated out of the funds
that will otherwise be made available
to students over the next 7 years, stu-
dents who want to go to college and
who do not have the financial means
with which to go to college.

That $10.8 billion is presented by the
Republican majority as being fairly
shared. We are going to try to charge
some of that to the loan industry and
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some of that to the students and fami-
lies themselves.

I have a chart here, Mr. President,
which I think makes the point pretty
clearly that the cost, that $10.8 billion.
is not fairly shared. What this chart
shows is that something like 30 percent
of this entire $10.8 billion. $3.1 billion
specifically, will be additional costs to
the loan industry; 70 percent of the en-
tire cut in education is costs to stu-
dents and their families. That is $7.6
billion over 7 years.

Let me talk about some of the spe-
cific things that we are doing to in-
crease the costs to students and fami-
lies during that time, because some of
it is precedent setting and, in my view.
it is a very bad precedent and reflects
very badly on our country.

One which has been referred to by
both the Senator from Massachusetts
and the Senator from Rhode Island is
that we are starting, for the first time,
to charge interest on the loan from the
day of graduation. That may seem like
a small item and, in some larger global
sense, it may be, but it signifies some-
thing about what the Congress is about
in this reconciliation bill.

Always before, the idea was when
students graduated from college, we
would give them a 6-month grace pe-
riod in which to get a job, in which to
begin to receive regular monthly pay-
checks, before they were charged the
interest on that loan.

But we are eliminating that in this
legislation. Here the idea is that we
can pick up $2.7 billion over the next 7
years by eliminating that grace period
and starting to charge that interest
from the day they graduate. I think
that is a shortsighted, mistaken and
wrong policy decision.

A second item that I particularly
want to focus on that I think is per-
haps even a worse precedent is this
whole idea of charging a tax to schools
that want to make a student loan. In
my State, the schools that are making
Federal student loans are generally
schools that are trying to provide edu-
cation to moderate-income families
and students. They would be charged,
under this bill, .85 percent, nearly 1

percent of the value of the loan, at the
time the loan is originated.

When I bought a house, I remember
that they charged me a loan origina-
tion fee. You always shop around to see
where can you get the fewest points,
where will they charge you the fewest
points for your house loan. The Gov-
ernment has never charged points for
student loans before. We have never
charged origination fees when we made
a loan to a student to go to school.

This year, for the first time, we will
begin to charge an origination fee. Now
we charge it to the institution. The
school itself has to pay the student
loan and, of course, that builds in an
incentive for the school perhaps to
look for more financially capable stu-
dents. They do not have that cost.
They do not need to worry about origi-
nation fees if they get students that, in
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fact, do not need student loans. I think
it is a very bad precedent. I think when
you start charging an origination fee
for a student loan, it is a sad day in our
Nation's history. That is exactly what
we see proposed in this bill. That
would, supposedly, result in the Fed-
eral Government picking up $2 billion
over the next 7 years.

We are increasing the interest rates
on family interest. That is another $1.5
billion. And then by capping the
amount of direct student loans that
can be made, presumably we are going
to pick up $1.4 billion.

Mr. President, this amendment would
strike the most onerous provisions of
the reconciliation bill by striking the
provisions that increase the costs of
loans for students and their families.

The Republicans propose that almost
70 percent of the $10.8 billion cuts in
the current student loan system be
shouldered by students and their fami-
lies. Only $3.1 billion is borne by the
loan industry and $100 million by cost
sharing with States. The overwhelming
majority of these cuts, shown in red on
this chart, would be shouldered by the
very students the program is intended
to help. Only 30 percent of the cuts,
shown in yellow on this chart, are im-
posed on banks, guaranty agencies, and
secondary markets in the student loan
industry. That means that directly or
indirectly the wrong people suffer. It
will cost needy students more to bor-
row.

The Kennedy-Simon amendment
fixes that. It strikes all portions of the
Labor and Human Resources Commit-
tee reconciliation title that impose
higher student loan costs on students
and their families. Let me show you
how.

First, the amendment would restore
a 6-month interest-free grace period
following graduation. That means that
interest would not accrue on student
loans for 6 months after graduation
giving students time to look for a job.
This amendment strikes the Repub-
lican cut of $2.7 billion for the interest-
free grace period. The amendment
would thereby save an individual stu-
dent between $700 and $2,500, depending
on the length of study and amount bor-
rowed.

Next, the amendment eliminates a
new .85-percent fee on new student
loans. It strikes the $2 billion Repub-
licans would save by introducing this
new loan fee. The Republican plan
would force colleges either to absorb
this new tax on student loans or pass it
on as increased students fees. This
would have meant about $25 every year
for about 14 million students with new
loans. It would have effectively penal-
ized schools for accepting needy stu-
dents.

Next, the amendment eliminates the
rise in interest rates families pay for
student loans. Without this amend-
ment, the increase in PLUS loan inter-
est rates could amount to up to $5,000 a
family. This increase would be paid by
the very families who lack other assets
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against which to borrow, and must
therefore borrow most heavily from
this program to afford 4 years of col-
lege.

Finally, the amendment eliminates
the 20 percent cap on the direct loan
program. The program is now at 30 to
40 percent and has made the student
loan process much quicker and more
efficient for participating students.

This amendment is good policy for
the Nation. In New Mexico, it will be
absolutely essential, It will enable a
better education for some students who
otherwise would not go to college. Col-
leges in New Mexico have volunteered
my office the numbers of their students
on Federal financial aid because, they
tell me. they know is vital for the stu-
dents they serve. They say three New
Mexico colleges alone have well over
20,000 students receiving some form of
Federal financial aid. At the Univer-
sity of New Mexico, there are about
10,000: at New Mexico State University.
about 9.000: at Western New Mexico
University. about 1,400. Other colleges
have more.

More important, over 70 percent of
all financial aid in most New Mexico
colleges is Federal. In some it is al-
most the only source available. In New
Mexico Highlands University and New
Mexico Junior College in Hobbs there
is very little financial assistance that
is not Federal. These schools serve stu-
dents to whom financial assistance is
absolutely essential, whose families
cannot sustain higher levels of per-
sonal debt. Other States may be richer
than New Mexico. But in my home
State, this amendment would make the
difference in reducing the level of stu-
dent and family debt to a point that
working families feel it is within their
reach. This would enable some students
to go to college who otherwise might
not go. Graduating from college is no
longer a ticket to the good life; it has
become a mandatory qualification for
most entry-level professional jobs.

This bill strikes at the heart of the
Federal Governments commitment to
education: the Kennedy-Simon amend-
ment renews that commitment to mak-
ing college accessible to qualified stu-
dents regardless of privilege. I urge my
colleagues to adopt this amendment.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. BINGAMAN, I urge my col-
leagues to support the Kennedy-Simon
amendment.

Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Massachusetts.
Mr. KENNEDY. How much time re-

mains?
The PRESIDING OFFICER. The Sen-

ator has 28 minutes.
Mr. ABRAHAM. I yield myself such

time as I may need to make a brief
statement or two regarding this
amendment. And then I will yield time
to another Member on our side.

The chairman of the Senate Labor
and Human Resources Committee and I
were chatting here on the floor, and

CONGRESSIONAL RECORD — SENATE
the Senator from Kansas indicated to
me a couple of things. Members on
both sides are probably aware that
there are discussions going on now that
may directly address much of the con-
tent of this amendment in a way that
would be very similar to what is being
proposed here. Those discussions are
going on as we debate this issue.

There is likely to be. from our side,
an amendment which would be respon-
sive to some of these concerns, many of
which were raised in the Labor and
Human Resources Committee—Mem-
bers on both sides of the aisle—during
the debate.

For the students who are watching
today and listening to our proceedings,
or their families, I want to point Out a
couple of factors which, once again, the
chairman of the committee reminded
me of. which we discussed during our
deliberations on this.

First of all. nothing in the reconcili-
ation package will, in any way, affect
the volume of loans available to stu-
dents. In other words, the growth rate
of student loan volume will continue
unabated under the Republican pack-
age. Students who are hoping to get
loans will have those loans available.
We are not contracting the size of the
loan volume. I believe it will be in the
vicinity of $26 billion annually under
this package.

In addition, I point Out concerns that
have been raised hear about the origi-
nation fee that is part of this package.
There was an amendment, as the Presi-
dent will remember, brought before the
committee that would have eliminated
the origination fee. It was opposed and
voted down. I believe every Member of
the minority party voted against an
amendment that would have elimi-
nated those origination fees.

I want to, once again, point Out just
for clarification, insofar as the grace
period issue is concerned, we are not
asking students to begin paying back
their loans upon completion of school.
Our changes only go to the issues of
when interest begins to accrue. Stu-
dents will still have 6 months after
they graduate before they are required
to begin paying their student loans. In-
deed, as I think everybody is aware,
the overriding goal we have here in
this reconciliation package, and more
broadly in our budget, is to bring the
budget into balance.

Mr. President, when we do that, we
not only will bring down interest rates
for the Federal Government, we also
will bring down interest rates across
America for everybody. When those in-
terest rates come down, they will not
just come down insofar as what we pay
on the bills, it will be for what people
pay on home mortgages and with re-
spect to student loans. As those stu-
dent loan interest rates come down,
they will, I believe far more effec-
tively, help students to finance their
college education than anything we are
doing here today. because a much
lower student loan rate is going to
mean far less total dollars spent by
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students than anything else we could
do here in the U.S. Senate.

I also note that in our finance pack-
age here in the reconciliation bill,
there also is a student loan deduction
available to people who are paying stu-
dent loans, for middle-income families.
That, too. will help to offset the bur-
dens of college education that middle-
class families in this country pay.

So we are trying to be responsive. We
are not reducing the volume rate. We
are not requiring students to begin
paying their loans earlier; and, most
important. we are trying to balance
the budget so that interest rates on
student loans will be so low that they
will help students in the kind of ways
students want most, which is a total
amount of money being paid back,
lower than what they have to pay back
today.

I yield 10 minutes to the Senator
from Montana.

Mr. BURNS. Mr. President, this is
the first time I have come to the floor
to comment on this reconciliation
package. I guess the first thing we
tried to look at with regard to this is
the tax cuts and also the cuts in spend-
ing. One has to look at it from the
standpoint of how it affects home.
What does it do for my home State of
Montana? There are some things not in
this package that I think, if you want
to do something about a farm bill. give
farmers accelerated depreciation and
income averaging. we would not need a
farm bill, if you want to be fair with
agriculture because of the conditions
under which they work.

But in this package. I congratulate
Senator DOMENICT, the chairman of the
Budget Committee and, of course. the
Finance Committee, for their excep-
tionally hard work to try to balance
and make it fair. Tax relief for families
is the biggest part of this tax relief
provision. It goes to families. Now, we
hear talk on the other side of the aisle
this morning about a cutback in pro-
grams. Why do you think there are tax
cuts in here? Because it allows families
to make the decision on how they want
to spend their money, not how it is
spent here in Washington, DC; it is for
them who live in the hinterlands.
There is tax relief for senior citizens
and small businesses.

When you look at my State of Mon-
tana, that is going right down the line
where we need a little relief. And we
close some loopholes for corporations.
So they did exceptional work on this.
We have heard about the tax break for
the rich, corporate welfare, and all of
this, those loopholes for the corpora-
tions. They have been closed. Frankly,
I have not seen a lot of that. This tax
package. as a total revenue cost over a
7-year budget, is around $245 billion.
However the cost is reduced by elimi-
nation of those corporate loopholes,
which saves the Government a little
over $21 billion over 7 years. That net
cost makes us back to $224 billion, We
can get bogged down in figures. I know
how easy that is,
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We have to keep reminding America

through this whole debate that the sin-
gle largest revenue item in this tax
package is a $500 per child tax credit.
which has a cost of about $142 billion,
What is wrong with letting families
hang on to their money? They earned
it. Sure, there are some Government
services they want to pay for and it
takes some amount of dollars to pro-
vide services that only Government
can offer. We know that. But when
they start making the decisions for all
parts of your life, then that is where
the real debate starts. Nobody is debat-
ing public safety here or doing some of
the things for the society that has to
be done.

This package provides for an adop-
tion credit; a marriage penalty credit;
deductions for student loan interest.
for the first time: deductions for con-
tributions to individual retirement ac-
counts. These tax breaks—about $28
billion, or so—are 13 percent of the
total cost of the package, and are tar-
geted for folks who are middle-income
folks. There is $40 billion in capital
gains tax reform. There, again, we hear
cut taxes for the rich. Capital gains

tax is a voluntary tax.
You do not have to pay capital gains

tax. You do not have to pay it because
you do not have to sell.

The real wealthy folks can get
around it because they know how to
move those things around with tax
laws and different laws.

On capital gains, this helps even the
homeowner whenever he sells his home
and wants to retire. Everybody whose
assets appreciate, pays capital gains
taxes—that is. if they sell.

So it is not for the rich. It is for all
Americans that are smart enough to
get a hold of some assets that appre-
ciate, and they pay taxes on them.

We visited with a very knowledgeable
man from Kansas and he said over $7
trillion of assets would flow Onto the
market if the capital gains was cut in
half. Imagine what that would do to
the American economy. Imagine what
that would do to the tax coffers of the
Treasury of the U.S. Government, so
that maybe we can do some things that
we want to do.

We have to think a little bit—just
think a little bit. Capital gains is basi-
cally a voluntary tax. Just a voluntary
tax.

Another provision in this package,
the estate and inheritance tax provi-
sion on that reform. Folks who leave
estates—those estates have been taxed
and taxed and taxed and the interest
they make on that has been taxed and
taxed and taxed and then when they
die they are taxed again.

I think of all of the ranches and
farms in the State of Montana where
money had to be spent for insurance
policies to protect themselves so they
could pay the inheritance taxes so the
farm or the ranch can stay in the fam-
ily.

Needless, needless expense. They paid
taxes on that land, and property tax,
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income taxes, investment taxes, and
then when the key family member
passes on there is another estate tax
that has to be paid again.

Hard-working families—the only
thing they have on these farms and
ranches is just the land. They have not
made a lot of money. They do not have
a lot of cash. They just do not have a
lot of cash.

In effect, these death taxes are rob-
bing American communities of a tradi-
tion of values that local family-run
businesses provide. I wholeheartedly
support that provision. If you feel for a
young man that is trying to start off in
the agriculture business, my goodness,
do not strap him with a debt that he
cannot work his way out of.

If you think there is not some dispar-
ity there, I will give you just a little
idea on what it is like to farm. I was
walking down the grocery store aisle
the other day and found out that
Wheaties cost $3.46 a pound. Do you re-
alize that we are only getting $2.50 a
bushel for a bushel of wheat that has 60
pounds of wheat in it?

They wonder—it is a little bit of dis-
parity here. You want that man to
keep on producing food and fiber so the
American people can eat cheaper than
any other society on the face of this
Earth.

A while ago I listened to my distin-
guished colleague from the other side
of the aisle challenge the estate tax
credit. Their argument is focused on
the unfairness of giving a tax break to
any estate that exceeds $5 million.

I have asserted the top one half of
the top 1 percent of the American peo-
ple fall into that category. They should
not be getting a tax break in the first
place. I agree.

I must depart from my distinguished
colleagues on the other side of the aisle
for two reasons. I believe any death tax
is on its face unfair. If we are going to
keep these small businesses, these
farms and ranches in the families of
traditional values, we have to take a
look at what we do in the taxing situa-
tion.

Taxes that cost jobs—the alternative
minimum tax, we did not get all that
we needed in this, but if there is one
place that creates jobs and opportuni-
ties, it is here. When you tax small cor-
porations, small family businesses,
make sure that they keep two sets of
books to see which one is a higher set
of taxes than the others. that takes
away from this business of the ability
to expand, to expand their business.

Under the committee's package, the
method of depreciation is conformed
but the useful life is not.

One major problem with this is that
business will start to have to suffer the
unnecessary costs of maintaining two
sets of books on each depreciable assets
of the performing two tax computa-
tions to determine that they do not fall
into the alternative minimum tax
bucket.

Two sets of books—needless, costly.
We could be investing that in a bigger
payroll. That is what creates jobs.

S 15737
In conclusion, we should talk about

some good things that are in this pack-
age. Talk about the good things that
people are going to say we will keep
more money in your neighborhood, for
your quality of life, that you can make
the decisions on how you want to spend
the money and not be looking toward
this 13 square miles of logic-free envi-
ronment or answers that sometimes
just do not work in our local commu-
nities.

That is what this debate is all
about—where the power is. the power
of the purse string. With the tax cred-
its and some reform we will do the re-
sponsible thing and not the irrespon-
sible thing of saying. 'Lets wait until
next year," or Lets accept the status
quo," and we know what the results of
that are.

I yield the floor.
Mr. KENNEDY. I yield 5 minutes to

the Senator from Illinois.
Mr. SIMON. Mr. President, I rise in

strong support of the education amend-
ment offered by my colleague from
Massachusetts.

I glanced through this two-volume
reconciliation thing this morning and I
found all kinds of things. Here is a pro-
vision for the Hetch Hetchy Dam. I
have no idea where the Hetch Hetchy
Dam is or what it means.

It has very little significance for the
future of our country. but what does
have significance for the future of our
country is what we are doing in the
field of education.

The Presiding Officer may be too
young to remember the GI bill after
World War II. There was a fight on the
GI bill, The American Legion, to their
credit, said Let's have educational
benefits as part of the GI bill.' The
other veterans organizations said,
"Let's have a cash bonus for veterans,'

Fortunately. the American Legion
prevailed and we put the money into
education. We lifted this Nation,

Now we face the same choice. Do we
have a tax loophole here that is being
put in, which the Kennedy amendment
says, Let's not put that tax loophole
in," or do we put the money in edu-
cation? The Kennedy amendment says
put the money in education.

I want to address specifically the
question of direct lending. Let me say
to my colleagues on the Republican
side, this is not a Democratic idea. The
first person that suggested it is Con-
gressman TOM PETRI, a Republican
from Wisconsin,

My cosponsor of this legislation in
the U.S. Senate was Senator David
Durenberger, a Republican from Min-
nesota. When he was approached and
said we ought to have the free enter-
prise system work and have the banks
and the guaranty agencies profit from
it. Dave Durenberger said. This is not
free enterprise: it is a free lunch." That
is the reality.

There is not a school in the country,
not a college or university, that is on
direct lending. that wants to go back
to the old system.
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Colleges and universities like it. the

students like it, taxpayers like it for
reasons I will get into in a minute. and
for my colleagues on the Republican
side who say we like to do away with
paperwork. I have heard speeches on
both sides on that, every college and
university says this does away with all
kinds of paperwork. This is a change
not just for a speech but for a vote. If
the colleges and universities like it, if
the students like it, if it is good for the
taxpayers, why are we limiting direct
lending? My friends, the only bene-
ficiaries are the banks and the guar-
anty agencies and their lobbyists. And
we have just seen in the newspapers
that the banks have record-breaking
profits. If we want to have a bank sub-
sidy bill, let us call it that, but do not
put the name of 'student assistance
on it. Let us not play games.

Who are these people who are fight-
ing direct lending? The Student Loan
Marketing Association, Sallie Mae,
created by the U.S. Congress. The sal-
ary of the chief executive officer of
Sallie Mae, 3 years ago was $2.1 mil-
lion. All they do is student aid, guaran-
teed by the U.S. Government. The
guaranty agency, one in Indiana,
USA—the chief executive officer earns
$627000. We pay the President of the
United States $200,000. And that one
guaranty agency is spending $750,000 on
lobbying on this.

We face a choice. Are we going to
help students and parents and tax-
payers or the banks and the guaranty
agencies? It is very, very clear. This is
brazen, Mr. President, brazen. We have
to help people.

Indiana University says there is 90
percent less paperwork with direct
lending. 25 percent fewer errors, easier
adjustments, faster disbursement. I
have heard a lot of talk about unfunded
mandates around here. This is an un-
funded mandate you are imposing on
colleges and universities. Iowa State
University, for example. testified they
have been able to take four people who
used to work in student loans because
of the all the paperwork and every-
thing. and have them do other things.
And they have been able to cancel
some of their computers that they
have, for $400 a month.

If I may have 1 more minute?
The PRESIDING OFFICER. Without

objection. it is so ordered.
Mr. SIMON. It is very, very clear

what the public interest is. 'Banks
Cash In, Taxpayers Lose on Loan Pro-
grams," USA Today says.

Government employees—we hear a
lot, let us simplify. This is what we are
told: 500 employees direct lending; 2,500
Government employees. That does
count the guaranty agencies.

Then here is what CBO says about
the 20 percent cap that is in here right
now; Under current law. direct lending
will save us. over 7 years. $4.6 billion.

What we did on the budget resolu-
tion, we said count administrative
costs for direct lending but not for the
old program. So, because of the phoni-
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ness—and even the Chicago Tribune
says they are cooking the books here—
you theoretically save $600 million.
The real saving is a saving of $4.6 bil-
lion.

If we are interested in helping stu-
dents, colleges and taxpayers, we ought
to be voting for the Kennedy amend-
ment

The PRESIDING OFFICER. Who
yields time?

Mr. ABRAHAM. Mr. President, I
yield 10 minutes to the Senator from
Washington.

The PRESIDING OFFICER. The Sen-
ator from Washington is recognized for
10 minutes.

Mr. GORTON. Mr. President, I be-
lieve that it is important constantly,
during the course of this debate, to re-
turn to fundamental principles, to the
broad policy goals which we as a nation
ought to seek for the betterment of our
society and for a brighter future for
those who follow us. In returning to
those fundamental principles, there is
no better place to start than with this
fundamental principle enunciated by
Thomas Jefferson almost two centuries
ago. And I quote our third President:

The question whether one generation has
the right to bind another by the deficit it
imposes is a question of such consequence as
to place it among the fundamental principles
of Government. We should consider ourselves
unauthorized to saddle posterity with our
debts and morally bound to pay them our-
selves.

The staff notes I have here with me
this morning have, at one place. the
notation "they." that is to say the op-
ponents to this resolution, "do not
wish to balance the budget.' But I do
not believe that to be true. I have not
heard any argument at any time this
year from a Member of this body that
has not included in it at least lip serv-
ice to the concept of a balanced budget.
But, of course. there are three ways to
that goal, or at least three kinds of
oratory which give lip service to Thom-
as Jefferson's principle.

The first is to state the principle but
always to have an objection to any
course of action which will make that
principle a reality. And that is the
common approach of those who oppose
the resolution we have before us today.

The second way. a way that seems to
have very little support on the other
side of the aisle but clearly actuates
the President of the United States, is
to define the problem out of existence.
I will come back to that in just a mo-
ment.

The third way. the hard way. the dif-
ficult way, is actually to make basic
changes in our laws and in our spend-
ing policies. that will in fact lead us to
a balanced budget.

To return for a moment to the Presi-
dent's approach of defining it Out of ex-
istence, I would also like to quote him.
Just a little more than 2 short years
ago, the President of the United States
said:

The Congressional Budget Office was nor-
mally more conservative about what was
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going to happen and closer to right than pre-
vious Presidents have been. I did this so we
could argue about priorities with the same
set of numbers. I did this so that no one
could say I was estimating my way Out of
this difficulty. I did this because, if we can
agree together on the most prudent revenues
we are likely to get if the recovery stays and
we do the right things economically. then it
will turn out better for the American people
than we said. In the last 12 years, because
there were differences over the revenue esti-
mates, you and I know that both parties
were given greater elbow room for irrespon-
sibility. This is tightening the reins on
Democrats as well as Republicans. Let us at
least argue about the same set of numbers so
the American people will think we are shoot-
ing straight with them.

In those eloquent words the Presi-
dent said let us all agree that we will
use the projections of the Congres-
sional Budget Office.

That was then. This is now. Earlier
this year the President presented a
budget to us which never. in his own
terms. included a deficit of less than
$200 billion. Later, when it turned Out
that Republicans were serious about
balancing the budget, the President
said, "Me, too. I can do it. And I can do
it without pain. I can do it without
changing any major policies in the
United States. I can do it by defining it
Out of existence. I will abandon my al-
legiance to the Congressional Budget
Office. I will simply estimate that in-
terest rates and inflation will be lower
and revenues will be higher. and with-
out any major changes at all we can
balance the budget." So he defined the
problem out of existence.

The day before yesterday in this body
we had a straw poll. as it were, on
whether or not the President's ap-
proach was acceptable. And it lost by a
vote of 96 to nothing. The other side of
this aisle, quite properly. rejects that
approach. But it also rejects the ap-
proach of any significant changes. So,
at this moment, nominally we are de-
bating education, They do not want
any changes. Previously we were debat-
ing Medicaid. They do not want any
changes. Before that we debated Medi-
care. They do not want any changes. In
fact, you can go down a litany of
spending programs, and they do not
want any changes. But they would like
to have a balanced budget. It just is
not a high enough priority.

Mr. President, to return to the Con-
gressional Budget Office. we now know
that we are not simply engaging in a
game of whether or not it is appro-
priate to balance the budget. We know
what the positive results of balancing
that budget will be. The Congressional
Budget Office says that if we actually
change the laws appropriately interest
rates will be sufficiently lower and eco-
nomic growth will be sufficiently high-
er so that the Federal Treasury will be
$170 billion better off by the time the
budget comes into balance in the year
2002. That is only the Federal Treas-
ury. That is not the other hundreds of
billions of dollars which will be in the
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pockets of the American people be-
cause they have better jobs and higher
wages.

That is what this exercise is all
about. a better break for America.

So what are we proposing to do? We
are proposing to say to the Americans,
if we go through this process, if we
make these changes. we are going to
give that $170 billion back to you in
lower taxes on working Americans, and
a little more besides because we have
been responsible enough to balance the
budget.

So when we get right down to it, Mr.
President, that is what this debate is
all about.

First principles—the moral duty not
to load our spending on the backs of
our children and grandchildren: and
the economic benefit—an economic
benefit I suspect Thomas Jefferson did
not suspect—of acting in a responsible
fashion, both because we will create
more opportunity for our people and
because we can appropriately lower our
taxes.

That is the difference between the
two parties. That is the difference be-
tween a yes and a no vote on this reso-
lution.

The PRESIDING OFFICER (Mr.
BURNS). Who yields time?

Mr. KENNEDY. Mr. President, how
much time remains?

The PRESIDING OFFICER. The Sen-
ator from Massachusetts has 20 min-
utes and 54 seconds.

Mr. KENNEDY. I yield 4 minutes to
my colleague.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.

Mr. HARKIN. I thank the Senator for
yielding.

Ijust could not help but hearing my
friend from Washington saying we have
a moral obligation. Yes. We do. We
have a lot of moral obligations to our
children and to the future. One of the
most important obligations is to en-
sure that future generations have the
ability to get a decent, sound edu-
cation so that they can raise their fam-
ilies and so that they can compete in
the world marketplace. That also is a
moral obligation.

What this reconciliation bill does is
pull the rug Out from under that obli-
gation that we have for future genera-
tions.

Mr. President, we hear a lot of talk
about the tax breaks that are in this
bill. Those of us on this side have been
talking about the $245 billion tax
breaks for the wealthy that will come
at the expense of the elderly and Medi-
care cuts. There is an $11 billion cut in
student aid in this bill, the largest cut
in student aid in our history. But what
we are not hearing about are the hid-
den taxes that the Republicans have in
this bi:Ll, the stealth taxes. This is
what they are hitting students with to
pay for those tax breaks for the
wealthy.

This chart illustrates this right here.
This budget adds about $700 to $2.500 of
debt per student by eliminating the in-

CONGRESSIONAL RECORD — SENATE
terest subsidy during the grace period.
That is a hidden tax on our students. It
also includes up to $5,000 in additional
expense for families who use the PLUS
program by raising their interest rates.
It is another tax on students and their
families. It imposes a direct Federal
tax of .85 percent on colleges and uni-
versities participating in the student
loan programs: a direct tax on colleges.
Of course, they are going to have to
pass that on to their students.

Last, of course, it forces schools Out
of the direct loan program that has
been so successful.

So we hear about the tax breaks to
the wealthy. We do not hear about the
stealth taxes that are in the Repub-
lican bill, and mainly it falls on stu-
dents.

Mr. President. there was an article
recently in the Des Moines Register
which I ask unanimous consent to have
printed in the RECORD at this point.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the Des Moines Register]
THE REALITY OF CUTTING STUDENT AID

(By Rekha Basu)
If you want to talk to Robin Kniech. you'd

best catch the Drake University junior early.
before she heads for class or checks in at one
of her five jobs. which add nearly 40 hours to
her already full load.

Between the baby sitting. secretarial and
other work. Kniech just manages to eke Out
her $1,200 tuition contribution. The rest of
the $14.100 is made up from merit-based
scholarships and college loans.

Last week, which was Save Student Finan-
cial Aid Week, sponsored by Drake Demo-
crats. Kniech was also Out rallying students
against proposed cuts to federal student aid.
For her, it's a subject of more than political
interest. Any cuts, however small, could tip
the delicate balance she has crafted to get a
college education.

I don't have any financial support from
my parents." says Kniech. 'I don't have any
more hours to squeeze. and if I were to lose
$300 in aid. I probably wouldn't be in school."

Just when you start thinking there's no
other sacred zone left for congressional Re-
publicans to tamper with, along comes an-
other. If it isn't school lunches or aid to fam-
ilies with minor children, or programs that
give disadvantaged preschoolers a fighting
start, if it isn't rolling back federal stand-
ards governing the care of elderly in nursing
homes or the health care of low-income peo-
ple. then it's gashes into the very programs
that enable people to go to college so they
can hope to get decent jobs. At Drake. sev-
eral hundred thousands dollars could be lost.
according to John Parker. director of finan-
cial planning. Some 60 percent of Drake stu-
dents get need-based assistance.

This is a tough issue to get your arms
around, given the rather confusing tangle of
college-aid programs and formulas. But the
bottom line is the GOP plans to take $10.4
billion out of student-loan entitlement pro-
grams and apply it to deficit reduction. The
legislation targets Stafford loans—private
loans secured by the federal government,
which you might remember as Guaranteed
Student Loans. That's what they were called
when I got one for graduate school. A whop-
ping 90 percent of Drake law students and 40
percent of undergraduates now get them.

It also hits loans to parents to help finance
their kids' educations, and several loan pro-
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grams originating with the federal govern-
ment but administered by the university,
such as the Perkins loan. That cut alone
would knock off aid to 90 Drake students.

Some proposals that might seem benign
can cut quite deep. One would force student
recipients of subsidized Stafford loans (those
given to the highest-needs students) to start
accruing interest charges immediately on
graduation, instead of after the six-month
grace period they now have. The added debt
could be just enough to derail Kniech's plans
to join the Peace Corps. 'This hits at high-
needs students harder than anybody else,"
says Parker.

There's also a proposal to raise both the
ceiling and floor on the major federal grant
program, Pell grants, disqualifying some
250,000 students nationwide, costing 75 Drake
students about $40,000. and affecting stu-
dents' eligibility for other grants. And more.

If you're tempted to argue that a student
like Kniech should set her sights on a less
costly education, forget it. She couldn't af-
ford community college. She'd have to pay
more than twice what she's paying Out of
pocket.

Viewed piece by piece. the cuts may not
look like much. And Drake Republicans have
countered with flyers pointing to the pro-
grams which aren't slated for actual cuts
(but contain no increases for inflation), or
the growth in funding of the Pell grant pro-
gram. But every cut matters to students
struggling to stay afloat. There are stu-
dents at Drake who. if they had to come up
with another $50 they just flat Out couldn't
do it," Parker says. And there's the prece-
dent. As senior Tanya Beer put it, "I think
we're moving more toward education for the
privileged rather than education as a right."

The financial-aid story offers an interest-
ing juxtaposition of GOP fact and rhetoric.
While the cheerleaders of congressional Re-
publicans like to rail about elitist liberals,
the scheme unfolding in Congress is built
around an unparalleled elitism. deliberately
cutting off avenues for advancement for
those starting out at a disadvantage, even as
they are admonished to stay in school and
work harder.

So excuse Robin Kniech if the politicians'
lectures about working her way up ring a lit-
tle hollow. She's keeping her end of the bar-
gain, and a 3.8 grade-point average. Shejust
doesnt have anything left to give up.

Mr. HARKIN. It is entitled The Re-
ality of Cutting Student Aid.'

I will read a couple of items from it:
If you want to talk to Robin Kniech, you'd

best catch the Drake University junior early.
before she heads for class or checks in at one
of her five jobs, which add nearly 40 hours to
her already full load.

Between the baby sitting. secretarial and
other work, Kniech just manages to eke out
her $1.200 tuition contribution. The rest of
the $14,100 is made up from merit-based
scholarships and college loans.

"I don't have any financial support from
my parents.' says Kniech, ' I don't have any
more hours to squeeze, and if I were to lose
$300 in aid, I probably wouldn't be in school.

John Parker, director of financial
planning, said that 60 percent of Drake
students get need-based assistance.

'There are students at Drake who, if
they had to come up with another $50,
just could not. flatout could not, do
it," Parker said.

I think I will end on this note. a good
note. The writer of the article said:

So excuse Robin Kniech if the politicians
lectures about working her way up ring a lit-
tle hollow, She's keeping her end of the bar-
gain, and a 3.8 grade-point average. She just
doesn't have anything left to give.
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Mr. President, here is what is hap-

pening at one of our regent univer-
sities, the University of Northern Iowa,
the smallest of our three state univer-
sities. For the 1990—91 school year the
average loan of a student per year was
$2589. That was in 1991. Today that is
up to $4.395. and, if this reconciliation
bill passes. that is going to climb even
higher. This billjust piles more debt on
students. That is going to discourage
students from going to school and
seeking a higher education.

Who does it hit? It hits moderate-
and low-income families the hardest.
That is why we have to defeat this rec-
onciliation bill and make sure that
these students can get a decent edu-
cation.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Who yields time?
Mr. KENNEDY. I yield 4 minutes to

the Senator from Connecticut.
The PRESIDING OFFICER. The Sen-

ator from Connecticut is recognized.
Mr. DODD. Thank you. Mr. Presi-

dent. I appreciate my colleague yield-
ing me this time.

Mr. President. I am a cosponsor of
this amendment and strongly support
this amendment. Many good arguments
have already been made here this
morning. In fact, the chart used earlier
by my colleague from New Mexico I
think makes the case. Seventy percent
of the cuts proposed in the bill before
us will fall on students and their fami-
lies: 30 percent are industry losses.

I suppose in the context of a huge
budget. some may say what is $7.6 bil-
lion in all of this? I suppose there are
not many people here in this body who
would understand what this will mean
to millions of Americans. The impact
seems relatively minor when you start
talking about $100. $300. or $500 a year.
But they are not minor costs for most
Americans.

There is a failure to appreciate.
whether it is Medicaid. Medicare. high-
er education, that while these numbers
of $90, $100. $200. $2.000. or $2.700 do not
seem like anything large in the context
of people of the upper-income levels, to
working families in this country, these
amounts make the difference between
getting an education, getting health
care, losing the job. or falling back
into poverty. And for many of these
families, they will be hit time and time
again by the provisions of this bill—
they will pay more for health care, re-
ceive less earned income tax credit and
pay more for college.

Our colleague from North Dakota the
other day offered an amendment on the
cuts in Medicare. He said cannot we
forgo the tax breaks for people making
in excess of $250,000 a year? The savings
to us would be $50 billion over 7 years.
if we just said nobody over $250,000 gets
a tax break. We could have saved $50
billion, if we had followed that amend-
ment. But this Senate said no. We are
even going to provide the tax breaks
for people making in excess of a quar-
ter of a million dollars.
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Just think what that $50 billion

would do. We would not have to be de-
bating this amendment. Mr. President.
$7 billion of that $50 billion could go to
these middle-income families Out there
that are going to feel the pinch in high-
er education.

Mr. President. we all appreciate and
know that in a global economy in the
21st century we are going to have to
produce the best-educated, and the
best-prepared generation that this
country has ever produced if we are
going to be effective. That is common
sense. Everyone ought to understand
that.

Yet as you increase these costs on
these families, we are going to watch
students fall through the cracks. We
are going to lose that talent and abil-
ity merely because we want to provide
a tax break for people making in excess
of a quarter of a million dollars. I do
not know anyone who believes, if you
have to make a choice as to which of
those two groups you benefit when
there are scarce resources, it ought not
go to people earning a quarter of a mil-
lion dollars rather than to those of
modest means pursuing higher edu-
cation.

I think it is regretful: I think it is
sad. indeed, that this institution could
not make the simple decision of saying
to those at the highest incomes: Wait a
while. Maybe next year or the year
after we can provide a tax break for
you. But right now we need to assist
families struggling to meet the costs of
higher education.

This $7.6 billion is going to fall heav-
ily on those families Out there trying
to make ends meet, trying to send
their kids to college and trying to
make difficult choices that make this
possible.

Let me just quote one recent survey.
It shows that business that made an in-
vestment in the educational attain-
ment of their work force—as reported
by corporate managers—resulted in
twice a return in increased productiv-
ity of a comparable increase in work
hours and nearly three times the re-
turn of an investment in capital stock.
That is corporate managers talking
about the importance of investments in
education. I hope this amendment is
adopted.

There are 11 million young Ameri-
cans who are in our public higher edu-
cation institutions. Cannot we today
offer some relief, some hope for them
even if it means saying to those mak-
ing more than a quarter of a million a
year. you are going to have to wait a
while to get your break, to see to it
that those 11 million families, those 11
million children get the opportunity
for a decent education? That choice
ought to be clear.

I urge adoption of the amendment.
The PRESIDING OFFICER. The Sen-

ator's time has expired.
Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. Who

yields time?
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Mr. ABRAHAM. At this time I yield

10 minutes to the Senator from Okla-
homa.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma is recognized for
10 minutes.

Mr. NICKLES. Mr. President. I wish
to thank my colleague from Michigan.
I compliment him on his leadership. I
just mention that many of the allega-
tions and statements that are made are
certainly not taking a look at the over-
all big picture.

I wish to help students, too. I under-
stand that there may be a leadership
amendment that is going to make some
modifications in the proposals that are
being discussed. I think I will wait for
the discussions on the specifics until
that amendment is offered. It will be
accommodating some of the concerns
that have been raised because I think
all of us—I happen to have four kids.
two of whom are in higher education
right now. That costs a little money.
But I will tell you the best news we
could give my kids that are going to
college is to balance the budget.

We only have one proposal before us
to balance the budget. That is the pro-
posal that the Republicans have put
forth that will give us a balanced budg-
et. I remember going to a town meet-
ing not too long ago and somebody who
was about 23 years old raised their
hand and said: Senator. will I ever see
a balanced budget in my lifetime?

They were just as serious as they
could possibly be. Later today. or
maybe tomorrow, we are going to be
voting on a balanced budget. But there
is only one. President Clinton does not
have a balanced budget. We do. When
you think of somebody going to college
and talking about college loans, what a
heck of a deal it is right now that they
inherit such enormous national debt.
Let us at least stop it.

The only proposal that we have be-
fore us to stop it is our proposal to bal-
ance the budget. Now, we may make
some modifications in the proposal to
alleviate some of the concei-ris that
have been raised specifically dealing
with student loans. So again I will
leave that alone for the time being.

Let us talk about what we are doing
for all American families. I heard my
colleague say. well, this is $10 billion.
We are giving American families $140
billion of tax cuts. If they have chil-
dren. they get a tax cut under our pro-
posal, $500 per child. If you have four
children, that is $2,000. That is pretty
significant. And families get to decide
if they want to use that money for edu-
cation, for transportation. or for other
things. Families make that decision. I
think that is important.

I also want to talk about the benefit
of a balanced budget for the average
American family. If you have a $100,000
mortgage—it seems like that is a large
amount but that is not that unheard of
today—you will have savings—it is es-
timated by independent sources that
by having a balanced budget you will
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•have a 2-percent interest rate reduc-
tion. maybeas high as a 27-percent re-
duction on a $100,000 mortgage. That
boils down to savings of over $2000 per
year, actually $2162 per year.

Also, if you have a student loan, let
us say an $11,000 student loan, that is
$216 in savings just in the fact that in-
terest rates have come down. If you
have a car loan of. say. $15000, you
have savings of $180. Those total sav-
ings of $2500 per year if we are able to
bring interest rates down by balancing
the budget. So I think students have a
real interest in seeing us balance the
budget.

I also want to talk about some of the
misstatements that have been made.
Are families better off at different in-
come levels? Because I heard some peo-
ple say some lower-income families are
getting a tax increase. That is totally
false, totally, completely false. And so
again I wish to look at what happens to
families under this proposal. Families
that make, say. $5000. they do not pay
any income tax. They pay zero income
tax. Right now they get an earned in-
come credit of $1,800. They get it under
present law. That is what they are
going to get under our proposal.

What about families making $10,000?
They still do not pay any income tax.
They get a $3,110 EIC. Next year they
are going to get an increase that goes
to $3200.

What about families that make
$15000? Right now, they get a check
from Uncle Sam' of $2300. They do not
write Uncle Sam a check. They still
pay zero income tax and next year they
are going to get a bigger check. $2,488.
So that is an increase. That is an im-
provement.

What about families that make
$20000? Well. they get an EIC of $832.
With two children, they are presently
paying zero tax. Next year. they are
going to get from us, EIC goes up to
$1429.

You might say, why? Well, the tax
credit reduces their tax deduction so
they get a higher EIC.

What about a family that, say.
makes $30,000. You have a lot of fami-
lies making $30,000 that are sending
kids to school. Right now. they are
writing Uncle Sam a check for $929.
Under our proposal, they will receive
an EIC of $171 and pay no income tax.
That ñs over a $1,000 improvement for
that family. And actually every family
beyond here will receive over a $1000
improvement. Right now, if they are
writing checks for $2,000, they will
write a check for $900. That is over a
$1,000 improvement.

A $40,000 family would write a check
to Uncle Sam right now with two chil-
dren, $3,500. Under our proposal. they
will write a check for $2,400. Again.
they save $1,100. They save in the child
credit. They also save from the reduc-
tion in the marriage penalty.

A family making $50,000 would write
a check for $5,000. Under our proposal.
they will write a check for $3,900. They
will get a $1100 savings. They can use
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that money for education. Our whole
propose is targeted at families, and
families can decide how to spend that
money. And people with children are
concerned about education. We are
going to let them keep their money so
they can decide how it should be spent.
I think that is awfully important.

We have heard a lot of rhetoric that
bothers me because it is not factual.
Lower-income groups are going to have
their taxes raised. Not true. In many
cases they are alluding to earned in-
come credits, and so on. Those grow. I
happen to be pretty familiar with
them. I am going to put them in the
RECORD. Maybe everybody can be fa-
miliar with them. These credits are
growing every year. We give taxpayers
a tax cut if they have children and
they want their children to go to
school.

It is interesting; after the debate we
had last night. somebody called my of-
fice about 11 o'clock and said: I am
kind of embarrassed because my daugh-
ter, who is going to school, going to
college received an earned income cred-
it of $300. He said the reason why I am
embarrassed is because I am a million-
aire. But in present law they qualify.
Does that make sense? I said, well, why
would your daughter qualify? Well, she
forgot to tell them that I gave her
$18,000 to support her college edu-
cation. But under present law she can
qualify if she does not report that in-
come. Now, we try to tighten down on
EIC, so we report other income and say
that income should be counted.

Right now with EIC. you qualify
under the program if you make less
than $26000. Under our proposal we
allow that to grow to $29,000. Some
people say that is a Draconian change
because the administration wants you
to qualify for EIC if you make $34,600.
That may be the majority of people in
Alabama; that may be the majority of
people in Michigan, maybe in Okla-
homa. There are a lot of people in our
State that make less than $34,000.

So we curb the growth. Right now
you can qualify if you have income less
than $26,000. We allow that to grow
under our proposal to $29,000. But the
administration wants it to grow to
$34,000.

I had a millionaire call me last night
and say. My daughter received a bene-
fit that I don't think she should have.
I think you're right. I think a lot of
people are receiving this benefit that
shouldn't. Let's try to target our as-
sistance to those people who really
need the help."

That is what we are trying to do, tar-
get our assistance. Some 70 percent of
this package is directed at American
families that make less than $75000 per
year. Those are the families that are
sending their kids to school. So let us
be responsive. Let us be helpful. And
let us make some of the changes that
are necessary to make our economy
grow.

At the same time, let us balance the
budget. I am really excited about the
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opportunity to balance the budget. I
am bothered by the fact that the Presi-
dent of the United States had a press
conference yesterday and he said,
Look how great we are doing. The def-

icit has come down 3 years in a row. We
are making real progress."

What he forgot to show is what hap-
pens in the future. According to the
Congressional Budget Office, his deficit
grows. He talks about $164 billion in
1995, and it is less than it was the year
before. I think that is great. I do not
think he is entirely responsible for
that. But what happens in the out-
years? Well, the Congressional Budget
Office says that it will be $210 billion in
the year 2002. He forgot to tell every-
body the deficit is going to go from $164
billion to $210 billion and over $200 bil-
lion almost every year, according to
the Congressional Budget Office.

That is not acceptable. There is a
change. Some of us are very, very sin-
cere. We mean it. We want to balance
the budget. Some of us voted for a con-
stitutional amendment to make us bal-
ance the budget. and we failed. We
lacked one vote in the Senate. But we
also said we should do it whether this
amendment passes or not.

Many people on the other side of the
aisle said, We should pass a balanced
budget. We don't need a constitutional
amendment to mace us do it." And if
we had the right composition in this
body, they would be correct.

The PRESIDING OFFICER (Mr.
SHELBY). The Senator from Oklahoma
has spoken for 10 minutes.

Mr. NICKLES. I ask for an additional
2 minutes.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma is recognized for
an additional 2 minutes.

Mr. NICKLES. It would be correct if
we had the composition in the body
that would vote for a balanced budget.
But I will tell my colleagues. we can-
not balance the budget unless or until
we are willing to contain the growth of
the entire budget. And we have already
had votes to say, 'Oh, lets don't re-
duce the rate of growth in Medicare.
Oh, were cutting $270 billion in Medi-
care."

The facts are, in Medicare. this year
we are spending $178 billion in Medi-
care, and in the year 2002 we are going
to spend $286 billion in Medicare. That
is a significant increase. It is a 7 per-
cent increase over that entire period of
time, 7 percent per year.

'Don't cut Medicaid, for crying out
loud. No. Medicaid is too sensitive."
They forget to tell people Medicaid in
the last 4 years has grown as much as
28, 29, 13. and 8 percent. Make that in 5
years then 9 percent. Medicaid has ex-
ploded in costs. Many States have fig-
ured out ways to dump their liability
on the Federal Government. It used to
be a 50—50 share for most States. Now
they are figuring out ways to make it
70 percent Federal Government, 30 per-
cent State. We are trying to reform
that and curtail that growth.

Mr. President, I think it is awfully
important we balance the budget, and I
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14.00 874 6,240 9,340 18,576
14.00 910 6,500 10,240 19,340
14.00 953 6.810 10,730 20,264
16.70 1.192 7,140 11,250 21,250
17.60 1.324 1,520 11,340 22.370
18.50 1,434 7,750 12,200 23,054
26.30 2.038 7,750 11,000 23,755

Senate Ref onns
34.00 2.156 6.340
34.00 2,227 6,550
34,00 2,305 6.780
34.00 2.380 7,000
34.00 2.455 7220
34,00 2,533 7,450
34,00 2.615 1.690

NO CHILDR[N

Current Law
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a
n/a n/a rila
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a
n/a nla n/a
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a
n/a n/a rila
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a
n/a n/a n/a

11.630 23.321
12,010 23,611
12,420 24.021
12.840 24.441
13240 24.841
13.560 25,261
14,100 25,701

n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a
n/a n/a



Mm in. Ma in-

Year
Credit
pcent

Mazimum me foe
credit ma

credit

came for
maz

credit

Phaseout
mcozne

1993 rila Wa na na ri/a
t994 165 306 4.000 5.000 9.000
1995 1.65 314 4.100 5.130 9.230
1996 1.65 324 4.230 5.290 9.520
1991 1.65 334 4.310 5.460 9.830
1998 1.65 346 4.520 5.650 10.110
1999 1.65 351 4.610 5.830 10.500
2000 1.65 369 4,820 6.020 10.840
2001 1.65 380 4.910 6.210 11.180
2002 1.65 392 5.130

S€nate Reforms
6,410 11.540

1996 0.00 0 rota rila Wa
1991 0.00 0 n/a n/a n/a
1998 0.00 0 n/a n/a n/a
1999 0.00 0 rota n/a Wa

2000 0.00 0 n/a n/a Wa
2001 0.00 0 n/a n/a n/a
2002 0.00 0 n/a n/a n/a

Source: Joint Committee on Tazation: Provided by Senator Don Nickles. 10/
20/95.

IFrom the U.S. Senate—Republican Policy
Committee]

To: Budget and Tax L.A's.
From: iT. Young.
Re: Earned Income Tax Credit.

Once again we bring to your attention a
piece run by today's Washington Post that
refutes the shrill political posturing of the
White House.

(By James K. Glassman)
A PR0cRAM GO'tE BoERS

The road to a $5 trillion national debt is
paved w.ith good intentions.

Look at the Earned Income Tax Credit
(EITC). Launched by Gerald Ford. lauded by
Ronald Reagan. expanded by George Bush
and Bill Clinton. it's based on welfare prin-
ciples that even a Republican (Or a professed
New Democrat) can love. The only problem
is that, like many other good ideas in Wash-
ington. its gotten completely Out of hand.

Currently. the EITC is the fastest.growing
program in the federal budget. It will cost
the Treasury $24 billion this year. up from
less than $2 billion 10 years ago.

In their giant reconciliation bill—the final
budget measure of the year—Republicans are
trying to restrain this growth. Under the
Senate version. EITC costs will rise to $32
billion in 2002. In the budget language of
Washington, thats a cut. In any other lan-
guage it's an increase—although not so large
as projected under the current law, which
has costs rising to $36 billion by 2002.

The EITC is a sort of negative income tax.
If you fall into a certain earnings bracket.
you don't pay the government: the govern-
ment pays you.

The idea of the EITC is to put more money
in the pockets of low-income working fami-
lies. If you don't work, you don't qualify.
Since the benefits are paid in cash and the
rules are simple, the Internal Revenue Serv-
ice can administer the EITC easily and
cheaply.

Believers in the free market like the no-
tion that the EITC doesn't force recipients
to use funds for a particular purpose like
other federal programs (housing. food
stamps). Instead, it gives them money and
lets them make their own choices.

The EITC is not only the fastest-growing
entitlement program. it's the broadest. In
1986 some 7 million families were covered by
the EITC. and the average-outlay by the gov-
ernment was $281. This year 18 million fami-
lies are covered at an average of $1,265. In
1986 the maximum credit taxpayer could re-
ceive was $550; today. it's $3,111.

In Mississippi. a whopping 39 percent of
families receive the EITC; in Texas. 26 per-
cent: California, 22 percent. With this kind of
penetration. the EITC follows a welfare tra-
dition invented by Franklin Roosevelt: To
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keep a program alive, make sure money
flows not just to the poor but to the middle
class. Thats been the key to success for So-
cial Security. Medicare. student loans and
farm subsidies.

The EITC was begun as a modest program
to help offset the burden of payroll taxes on
the poor and, through its unique structure.
to encourage them to work more. But the
philosophy soon became: 'Hey. if a little bit
is good. then more is better." says Bruce
Bartlett, an economist who served in the
Bush Treasury Department.

Today. the EITC is enjoyed by families
making as much as $26,672 a year. and that
doesn't include outside income. Under the
tax law that President Clinton promoted and
signed two years ago. by 2002 families mak-
ing $34612 will qualify for EITC benefits. The
Senate wants to scale that figure back to
$30,200—which seems pretty sensible for a
government that already owes its creditors
$4.9 trillion.

At its core. the EITC is a massive income
transfer scheme. New IRS figures show that
in 1993 the top 5 percent of American earners
paid 47 percent of the federal income taxes,
up from 37 percent in 1981. Meanwhile, the
bottom 50 percent of earners—thanks in
large measure to the EITC—paid 5 percent of
the taxes.

The EITC. in other words, has created a
veritable tax holiday for about half the fami-
lies in America.

Many would say thats fair. But there's an-
other question raised by the EITC: Does it
really encourage work? There's doubt.

For 1996. families with two or more chil-
dren will earn credits of 40 percent of their
income until they reach earnings of $8,910
annually. Then, they max Out at a credit (in
nearly all cases, a cash payment) of $3,564.
So far, so good. Clearly. there's a big incen-
tive to work, since a dollar paid on the job
becomes $1.40 in the pocket (minus modest
payroll taxes).

If you earn between $8,910 and $11,630. you
still receive the maximum credit. Then the
disincentive begins—you start losing 21 cents
of credits for every additional dollar you
earn. When your income reaches $28,533. your
credits hit zero.

Again, this sounds fair. But the problem is
that the EITC forces lower-income Ameri-
cans to face marginal tax rates that are
higher than those faced by the richest Amer-
icans.

As Bartlett wrote recently in a brief for
the National Center for Policy Analysis:
'Families with incomes between $11,000 and

$26,000 are being taxed at the rate of 60 per-
cent on each additional dollar earned.
This total tax rate includes federal, state
and local taxes plus the reduction in the
EITC.'

And these high marginal taxes definitely
discourage work. Economist Edgar Browning
of Texas A&M reported in the National Tax
journal that nearly half of all families re-
ceiving the EITC has less income than they
would have had without the tax credit—be-
cause the credit enticed them to work less.
And a University of Wisconsin study found
that ' on balance the EITC reduces the total
hours worked."

Is there a solution to the EITC conun-
drum? One answer is to remove the phase-
Out of benefits: Simply give all taxpayers an
extra 40 percent credit for the first $10,000 or
so of income. But that would be hugely ex-
pensive. Another answer is to kill the EITC
entirely. But that would be politically im-
possible.

The third course is to try to restrain a pro-
gram gone bonkers. Thats what the Repub-
licans are doing. At the same time, however.
they should admit that the EITC isnt quite
so glorious as they once thought. Maybe lur-
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ing people Out of poverty is something that
governmentjust can't do.

Ms. MIKULSKI. Mr. President. I
must oppose the reconciliation bill we
consider today because it impacts on
parents, students, and families in ways
they cannot afford; that is why I sup-
port and cosponsor Senator KENNEDY'S
amendment to strike the student loan
provisions in this bill that impose
higher college costs on students and
working families.

Mr. President, the Labor Commit-
tee's proposal to save $10.85 billion
through changes in the Federal Stu-
dent Loan Program is simply unaccept-
able. It strikes a blow at the Federal
Government's role in providing an op-
portunity structure for our Nation's
youth. It threatens the future eco-
nomic opportunity for young people
who are today's students and tomor-
row's work force, and it rejects help to
those who practice self-help.

The Labor Committee's reconcili-
ation proposal is another strike at this
Nation's opportunity structure. The
Republicans want to levy on new tax
on colleges and universities. The Re-
publicans want colleges to pay a .85
percent tax on their total student loan
volume. That is outrageous.

It does not make a difference wheth-
er that tax is .85 percent or 2 percent as
originally proposed by committee Re-
publicans. A tax is a tax. Colleges and
universities will still have to pay a new
tax to the Federal Government every
year.

Mr. President, colleges and univer-
sities all across my State of Maryland
are adamantly opposed to this new tax.

This new tax means that the Univer-
sity of Maryland in College Park will
have to pay approximately $255000 in
taxes on its student loan volume each
year. The University of Maryland in
Baltimore will have to pay approxi-
mately $180,000.

Private independent colleges will be
especially hard hit. These colleges do
not get substantial State financial sup-
port. This results in higher student
loan volume. So, Loyola College in Bal-
timore will have to pay approximately
$95,000 to the Federal Government.

It means that Johns Hopkins Univer-
sity will have to pay about $204,000 and
Western Maryland College will pay
about $25,000 in taxes on student loans
each year.

Where will colleges get this money?
They may be forced to pass on this new
tax burden to students in the form of
increased tuition, reduction in scholar-
ships, or elimination of student serv-
ices or programs.

College tuition has already sky-
rocketed. Our undergraduate students
borrow the maximum of $17,125 a year
just to be able to afford a college edu-
cation, to have access to increased op-
portunities and to achieve the Amer-
ican dream. But this reconciliation bill
will leave some students out in the
cold.

This is unacceptable. It is not only a
tax on colleges. but a tax on oppor-
tunity. Students in this country are
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told every day—do well, work hard, get
a good education and you will be re-
warded. But this kind of tax sends the
wrong message to students trying to
get ahead and trying to get ready for
the future.

Mr. President, the Congress passed
the Higher Education Act amendments
in 1992 to bring help to those who prac-
tice self help. It was meant to be Fed-
eral help to middle class families who
are drowning in debt and trying to send
their children to college.

Yet, imposing a new tax is not only a
hit on colleges and students, but also a
hit on parents trying to help pay for
their child's college education. This
reconciliation bill increases the inter-
est rate that parents will pay on loans
and increases the overall cap on that
interest.

Mr. President, promises made must
be promises kept. By cutting student
loans, we are cutting the promises we
made to students, to parents and to
colleges.

I believe in rewarding the good guys
in our society who work hard and play
by the rules. That means giving help to
middle-class families where moms and
dads struggle—maybe even working
two jobs—to pay tuition to send their
son or daughter to college.

Mr. President. these families are pay-
ing loans on top of loans. We cannot
turn our backs on them now.

Our students need our support
through Federal financial aid programs
or through innovative initiatives like
national service'. But, we are doing
away with those opportunities too.

National service gives students an al-
ternate way to afford college, and at
the same time, national service helps
meet some of our community's most
critical needs.

As an appropriator. I know firsthand
how hard it is for the Government to
come up with a balanced check book.
But education must be our No. 1 prior-
ity. It is with me. It is for parents and
students who balance their own check
book every day and every semester. It
should be a priority for this Congress.

Mr. President, college is no longer a
luxury. It is a necessity just to stay
competitive in the job market. It is a
dream come true for parents of first
generation college students to see their
children walk across the stage. I be-
lieve we should give people the chance
to pursue their dream through earned
opportunities. To rob them of this op-
portunity is robbing America of its fu-
ture.

I hope every member of the Senate
will support Senator KENNEDY'S amend-
ment to strike the student loan provi-
sions from this bill. It is an important
investment to this Nation's students
and it is important to Americas eco-
nomic future.

Mr. HOLLINGS. Mr. President. first I
want to thank the Senator from Massa-
chusetts for his great leadership on
preserving student aid. He has moved
quickly at every opportunity to stick
up for students and parents, and his
amendment today is sorely needed.
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Mr. President, student aid has a

proud history in this country. Much of
my generation went to college on the
GI bill. Then we passed the Higher Edu-
cation Act of 1965, helping boost col-
lege attendance to todays levels. Of
the 13 million students in college
today, half of them receive Federal
grants and loans under that Act.

Economically, budgetary. morally,
this bipartisan policy of making stu-
dent aid a priority has been right. Eco-
nomic analysis shows that we have
benefited 8 for I on our CI bill invest-
ment. Recent analysis shows that the
investment in education is twice as
productive as other workplace invest-
ments. And the lower income people in
our society should not be shut Out of
an affordable college education. We
need to make every effort every year to
make sure that our higher education
assistance policy builds our country
rather than dividing it.

But Republicans have come this year
with the proposition to students that
everyone has to help balance the budg-
et. Students should take some time in
the library and study this bill. Every-
one does not pay. Students—particu-
larly low-income students—are asked
to pay $10.8 billion more. But others—
particularly those who can pay for col-
lege Out of their pockets—get new tax
breaks. These tax breaks and increased
spending in other parts of the budget
are much larger than the student loan
cuts. In other words, this Congress
could easily choose not to make stu-
dents pay more, but the Republican
leadership thinks it is more important
to give more to certain constituencies
before the next election, all the while
crying balancing budget.

Let me be specific about how Con-
gress could avoid cutting student aid in
this bill:

First, we could lower the brand new
tax break in this so-called budget-bal-
ancing bill from $245 billion to $235 bil-
lion.

Second. we could trim back the pro-
posed defense increase of over $50 bil-
lion.

Third. we could refuse to provide a
new tax break for corporations cur-
rently paying the minimum allowed.
which is what is offered in this amend-
ment.

The fact is. all of these alternatives—
and many others—are unacceptable to
the Republicans that wrote this budget
because student aid was a much lower
priority to them than new tax breaks.

Mr. President, these student aid pro-
visions are shameful. If students and
parents knew what was in this bill,
they would think we had gone off the
deep end. This is not the way we bal-
ance the budget, it is the way we pan-
der for the next election and put the
budget out of balance in the long run.
I urge my colleagues to support the
Kennedy amendment to maintain our
investment in education.

Mr. AKAKA Mr. President. I rise to
express my deep concern about cuts in
education programs included in the
reconciliation bill.

October 26, 1995
The bill before us cuts $10.8 billion

from the student loan program. These
proposals include a 1 percent fee hike
in PLUS loans, elimination of the
grace period for recent graduates, the
imposition of a 20 percent cap on direct
student loan volume, and an .85 percent
school tax based on the institution's
student loan volume. If you wanted to
undermine deliberately higher edu-
cation, it would be difficult to come up
with a more destructive list of propos-
als. Plain and simple, these education
cuts are irresponsible.

Mr. President, the 1 percent fee hike
for PLUS loans is regressive and could
add $5,000 to a family's indebtedness for
a college education. This may not
mean much, but to a family struggling
to make it on $25,000 a year. it could
deprive a student of a college edu-
cation. Moreover, this measure dis-
criminates against families who
haven't achieved the dream of home
ownership, and who cannot take out
home equity loans to finance college.

Eliminating the grace period for re-
cent graduates is similarly ill-con-
ceived. This provision would saddle
graduates with additional financial
burden at the most critical time in
their careers. It could force graduates
to settle for lower paying. less desir-
able jobs immediately upon graduation
rather than providing them a reason-
able opportunity to secure higher pay-
ing employment that better matches
their skills and desires.

The proposal to cap the direct loan
program at 20 percent of the total stu-
dent loan volume is misguided in three
respects. First and foremost, it would
discourage additional schools from par-
ticipating in the program and reduce
the opportunities for thousands of eco-
nomically disadvantaged students who
would not be able to qualify for guar-
anteed loans.

Second, the 20 percent cap will ulti-
mately drain the Treasury of billions
of dollars because reinsurance fees and
other subsidies will be paid to banks.
secondary markets, and guaranty agen-
cies. Direct loans have been a money
saver because they cut out the middle-
man, reduce administrative overhead.
and increase accessibility. Only the
banks and other financial institutions
stand to profit from the changes in this
bill.

Third. capping direct loans will effec-
tively limit one of the most important
side benefits of the program—providing
competition to the banks. Without the
direct loan program, the lending indus-
try would be free to raise interest rates
on their own student loan instruments.
increasing borrowing costs to those
who choose, or are forced to choose.
private lending sources. This in turn is
likely to lead to additional defaults.
the costs of which will be borne by the
taxpayer. I would be curious to learn
how proponents of free enterprise ex-
plain this clearly anticompetitive ini-
tiative.

Mr. President. the last major COP
education initiative is the proposed 0.85
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per-cent tax on schools. Like the other
proposals. this is a regressive inititaive
that will discourage schools from par-
ticipating in the direct loan program,
force them to pass on the costs to stu-
dents through increased tuition, and
require them to tap into their already
dwindling student financial aid budg-
ets. Again, as with the other initia-
tives, this provision will disproportion-
ately impact students from low- and
middle-income families. It is ironic
that as Republicans trumpet a $245 bil-
lion package of tax cuts that largely
favor wealthier Americans, they seek
to impose an indirect tax on students
and families who can least afford it.

Mr. President, these are some of the
reasons why I oppose the education
provisions contained in this measure.
When added to the proposed wholesale
reductions in discretionary education
programs—from Head Start to Goals
2000. to campus-based aid—they con-
stitute a plan to reduce access to qual-
ity education and harm our ability to
compete in an increasingly sophisti-
cated international marketplace.

Reducing investment in education,
which is already inadequate, will inevi-
tably limit economic growth and un-
dermine the standard of living of mid-
dle-class Americans in the 21st cen-
tury. And it will close the window of
opportunity for the economically dis-
advantaged among us who are pursuing
the American dream.

Mr. President, reducing our commit-
ment to an educated, skilled work
force in the name of deficit reduction
is shortsighted and terribly misguided.
As this country struggles to find its
way in a global marketplace dominated
by cheap foreign labor and high tech-
nology, withdrawing our investment in
education amounts to economic sui-
cide.

This budget proves that Republicans
are more committed to protecting the
interests of the haves than in accom-
modating the aspirations of the vast
majority of Americans who want only
to improve the quality of their lives
through hard work and education.
Again. I believe this is a pennywise,
pound-foolish approach that is short-
sighted, mean spirited, and will cost
the taxpayer money in the long run.

If this budget is implemented, stu-
dents of modest means may have to
forgo a college education: others who
are fortunate enough to achieve their
baccalaureates may have to forgo their
dreams of pursuing graduate study.
And those students who leave college
in the future will be saddled with huge
debt burdens at a time when they are
least likely to be able to afford pay-
ments.

The proposals contained in this
measure, in concert with the proposed
reductions in fiscal year 1996 education
appropriations measure, will ensure
that our future work force is less edu-
cated, less productive, and less well off.
This in turn will reduce the Nation's
tax base, placing further upward pres-
sure on the deficit—exactly the oppo-
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site effect from the stated purpose of
this budget plan.

This wholesale disinvestment in our
most important resource, our young
people, is not merely shortsighted, it is
blind. Blind to the imperatives of the
new global marketplace. blind to the
effect that cuts in education will have
on our ability to prosper in an increas-
ingly complex world, and blind to the
effect it will have on our deficit.

But competitiveness, economic via-
bility, and individual opportunity will
not be the only victims of the proposed
cutbacks in education. Our sense of
civil community, of history. of toler-
ance, the ability to conduct informed.
rational discourse—these are also the
potential victims of this harsh and ill-
conceived budget plan.

For education is not just about mak-
ing enough to feed the kids or to buy a
new car or to own a home—it is also
about preparing ourselves to carry out
the responsibilities of citizenship in
the world's oldest republic.

Mr. President, no sane nation em-
braces ignorance. Yet, this is what the
proposed resolution would have us do. I
therefore urge my colleagues to reject
this war on knowledge by opposing the
education proposals contained in this
measure that threaten our future.

Mr. KENNEDY. How much time do
we have?

The PRESIDING OFFICER, The Sen-
ator from Massachusetts has 14 min-
utes.

Mr. ABRAHAM. I am prepared to
yield our time,

Mr. KENNEDY. I was just going to
yield 4 minutes to the Senator from
Washington, and then we go with your
side.

Mr. ABRAHAM. Fine.
Mr. WELLSTONE. Will the Senator

yield?
Could I ask the Senator from Michi-

gan how much time will be yielded to
the Senator from Idaho?

Mr. ABRAHAM. The remainder of
our time.

Mr. WELLSTONE. OK. Thank you.
The PRESIDING OFFICER. The Sen-

ator from Washington is recognized for
4 minutes,

Mrs. MURRAY. Thank you, Mr.
President,

I thank my colleague from Massachu-
setts for this amendment.

As I sit here and listen to this debate
today, I cannot help but wonder how
many of our colleagues depended upon
financial aid to advance their edu-
cation and build the foundation for
their careers. This is a highly educated
body. And judging from the vast array
of degrees that are conferred upon my
colleagues, I would have guessed that
many were dependent upon Federal as-
sistance to finish their schooling.

However, the proposal to eliminate
$10.8 billion in student loans forces me
to question whether any of my col-
leagues on the other side of the aisle
ever relied on financial aid to get an
education. I can tell you I would not be
here today without Federal assistance

S 15745

that made my college education pos-
sible.

I will also tell you that working fam-
ilies will be the hardest hit by this gut-
ting of our student loan program.
These middle-income families often do
not qualify for full scholarships and
cannot afford to pay full tuition, par-
ticularly when $20,000 a year for tuition
is todays norm in higher education,
Why sacrifice our Nation's future by
limiting educational opportunities for
young people?

This bill could have targeted the stu-
dent loan industry, but instead 63 per-
cent of the bill's student loan cuts fall
directly on students and their parents.
Take for example the increased rates
on PLUS loans that are taken out by
parents. I can tell you as a parent of
two children entering the post-second-
ary world, I am concerned that families
across this land will find these new
loans out of reach. This aid is particu-
larly important to those families with-
out enough equity in their homes to
take out a tax-deductible home equity
loan.

Mr. President, I am extremely con-
cerned with the proposal to eliminate a
small, but very important, element to
those entering our work force. All of us
realize the difficult challenges facing
today's college graduate. The limited
prospects of employment, coupled with
financial independence, on top of an al-
ready mounting educational debt put
many of our graduates today in fiscal
hardship before they are ever able to
contribute back to our society.

To help these individuals during this
difficult time, we have provided a 6-
month grace period on their loan once
they finish school. This is not loan for-
giveness. It does not lead to increased
deficits or defaults. It simply provides
a new college graduate a few months to
find a job and begin the process of be-
coming a contributing member of our
society.

Some say this is a minor provision,
appreciated by few students. I will tell
you, at the University of Washington,
in Seattle alone, 12,000 students will
feel the impact of this grace period. It
means $2.4 million to those students.

Finally, Mr. President, let us discuss
a program that is working. The direct
loan program is producing enormous
benefits for all. In a recent survey, 112
campuses using the direct lending pro-
gram were polled, and 90 percent re-
ported satisfaction with the program.

During this academic year more than
1.350 schools are making borrowing
easier for their students through the
direct loan program. It is praised by
students and college presidents alike
for its speed. efficiency, and lack of bu-
reaucracy. Why are we capping this
success at 20 percent of total loan vol-
ume when we know it works? Let us
give direct lending a chance to work
for our schools and its students.

Mr. President, these cuts in our stu-
dent loan programs are not economic
savings. They are only going to short-
change our country's future. When we
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sacrifice our next work force for the
sake of quick economic savings, we all
mortgage our economic prosperity. The
cuts in student loans are a direct im-
pact to every single working family
who wants to know that their child
will be able to go on to college in this
country that we are so proud of.

Mr. President, I yield back my time
to the Senator from Massachusetts.

The PRESIDINC OFFICER. Who
yields time?

Mr. ABRAHAM. I yield the remain-
der of our time to the Senator from
Idaho.

The PRESIDINC OFFICER. The Sen-
ator from Idaho.

Mr. CRAIG. I thank my colleague
from Michigan for yielding.

Mr. President. I find that the debate
that is currently going on on the floor
interesting but not balanced. And I say
that because, while we talk about our
children and the great compassion that
I think this Senate and this Congress
has always demonstrated toward young
people in need.. there is another side to
the story that must be told if we are to
speak of balance.

There is no question that we want as
many of our young people as well edu-
cated as they can possibly become. We
should encourage that kind of an envi-
ronment. Clearly. the student loan pro-
gram that is embodied within this
package today will continue to educate
as many as are currently being edu-
cated with the flexibility of growth to
include more. While it changes the pa-
rameters of the obligation, it would be
grossly unfair for anybody to portray
that we are stepping away from or
stepping back from our commitment to
disadvantaged young people today
seeking higher education.

What is glaringly absent from the de-
bate on the other side is the rest of the
story. I will tell you that having an
education, having a degree in an econ-
omy that does not create ajob and hire
you is the greatest of tragedies.

The budget that we are seeking to
bring about, in promises kept to the
American people. is a budget in bal-
ance. and there is not an economist in
this country today that will disagree
that a budget imbalance causes the
economy of this country to be more
productive, more job creating. having
the ability to pay higher wages and to
hire the master's degrees and the doc-
torate degrees that oftentimes today
go wanting and in their search for ajob
cannot find themselves able to pay the
student loan.

The future of our children, Mr. Presi-
dent. and our grandchildren does not
depend on a student loan. It depends on
the economy of this country and the
vitality of that economy that produces
the student loans that creates the jobs
that offers the future and the oppor-
tunity.

Most economists agree today that
our current debt structure creates a 2-
percent drag on our economy, and that
2-percent drag costs us hundreds of
thousands of high-payingjobs annually
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as we work to increasingly compete in
a world marketplace.

I find it absolutely amazing that this
President will argue a $200 billion defi-
cit and a debt that heads toward $5
trillion and says that that is growth
and that is opportunity and that is
going to create a productive economy.

Let me tell you what that kind of
$200 billion deficit does to the average
child of today, the college student of
tomorrow, the job seeker in the future.

The average child today will pay
$5,000 additional taxes over their life-
time with that $200 billion deficit. The
Clinton budget projects deficits of that
range Out through the year 2000, and
that alone adds up to an additional tax
burden of $40,000 in the lifetime of that
child. Those are statistics from the Na-
tional Taxpayers Union.

Mr. President, in my opinion, that is
the future. This Senator is going to
vote for a dynamic program of student
aid, but he is not going to deny that
student the same opportunity that that
student's parents had in their lifetime:
to seek a better life,to have a job. to
be productive, to be creative. That is
our reality, and that is what we prom-
ise the American people.

So I suggest to all of us today that
this really is a debate about the child
and the child's future and his or her op-
portunity to be productive, to have a
rewarding experience in their life, be-
cause just like the security of Medicare
and just like the security of Social Se-
curity, they are all bound inextricably
to the productivity of an economy. Not
debt, not layoffs, not a sluggish econ-
omy that is not able to get up to speed
and to be competitive in a world mar-
ketplace.

I am absolutely amazed that we can-
not strike that balance or that we have
to struggle so hard to argue that a bal-
anced budget makes sense. Somehow
this deficit syndrome that the Presi-
dent has caught himself in and is un-
able to escape—while he argued yester-
day, Look at the productivity, look
what I have done," what he failed to
say. 'In the outyears. I am going to
have to ask the American people for
another large tax increase, because
while my tax increase of a year ago has
forced the deficit down, the Govern-
ment has not changed its spending hab-
its. And every program that I offer in
my budget," i.e., the President, "I
want more spending and more Govern-
ment and more growth in the most
nonproductive sector of our society.'

The American people last November
said it very clearly. They said, Sorry.
Mr. President. you're wrong: you've
got to change and our Government has
to change and we have to make sense
of something, because we sense our vi-
tality is slipping away, our ability to
make a living is slipping away.'

I do not dispute what the other side
is saying about the less ability of the
American family to pay for their
child's education, but have they ever
stopped to ask why there is less abil-
ity, why can the family of today not
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provide as much for the child as the
family of 20 or 30 years ago? There is
an obvious reason. They cannot provide
the lifestyle. The economy has been
dragged down by a debt structure and a
Covernment that consumes ever great-
er a proportion of the gross national
product of our country in the most
nonproductive of ways.

I do not dispute the need for Govern-
ment, but I do dispute its size. I do dis-
pute the debt, I do dispute the deficit,
because economic common sense says.
and most economists agree. that if this
Government can live within its means,
our economy will be a much more pro-
ductive place. I say to my fellow Sen-
ators. and we all know what that
means. That is opportunity, that is
jobs. that is productivity, that is the
average family being able to care for
their children and having the pride to
say to their children. 'You are going
to have a better life: you are going to
have greater opportunity; we want you
to have that college degree, and we can
assist you in doing so because our lives
are better lives.'

That is the issue at hand. It is the
debt. It is the question of deficit. It is
the drag on the economy and the non-
productive way that we have found
ourselves increasingly caught up in,
unable to provide those kinds of oppor-
tunities.

I applaud what this side is attempt-
ing to do in response to the American
people and future generations to come.

You see. Mr. President. I have par-
ents—like we all do—who grew up in
the Depression days. and they tell me
about the phenomenal difficulties and
the attitudes that for a generation that
experience provoked on the American
scene; that somehow they thought less
of themselves and less of their ability
to produce because of the phenomenal
negative economic experience that
that generation went through.

Can we assume that that could never
occur again? Well. we should not, and
that is what Republicans and Ameri-
cans are doing today in their effort to
produce a balanced budget to control
the growth of Government and say to
future generations. 'We heard you and
we provided an economy that will give
you the opportunity you seek."

The PRESIDING OFFICER. Who
yields time?

Mr. KENNEDY. I yield 2 minutes to
the Senator from Massachusetts.

Mr. KERRY. Mr. President. I am de-
lighted to join my colleague from Mas-
sachusetts in supporting this amend-
ment. As I listen to some of the rhet-
oric on the floor. I really feel like this
is Alice in Wonderland Out here. This is
not a debate about whether we are
going to reduce the deficit or balance
the budget. The Republicans keep com-
ing back and saying, By God, the only
way we are going to deal with the defi-
cit and the budget is to do these
things."

The choice here is how we are going
to balance the budget. They want to
spend more money on 3-2 bombers.
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They want to continue the Market Pro-
motion Program. They want to take a
$5 million asset on a trust fund and
give people a $1.7 million tax break. It
is a question of how we are doing it.

What we all understand is, we should
not be doing it at the expense of stu-
dents and at the expense of the colleges
and universities that have entered into
the Direct Loan Program so that you
can put more money back into the
pockets of the lending institutions. It
just does not make sense.

The Senator from Idaho stands up
and says, We are going to take a less-
er amount of money, but we are still
going to be able to give you the same
amount of education. I wish he had
been there yesterday when the chan-
cellor of the University of Massachu-
setts and the folks from Lowell, MA.
and New Bedford and Fall River, which
have 15 percent unemployment, work-
ing class people came in and said to
me, "Senator, if these cuts go through,
our kids are going to drop Out of
school.' And they are going to drop out
of school because they are going to
have $5,000 of additional costs in inter-
est on the PLUS loan that is going to
be $700 to $2500 of debt because they
eliminate the interest subsidy on the 6-
month grace period. They are going to
have a transfer tax on colleges and uni-
versities participating in the student
loan program, and they are going to
end, for half the universities, direct
participation.

Mr. President, those kids cannot go
to school paying that additional
money. But they are giving the money
to people earning more than $300000,
and to all of these other interests.
They are continuing additional defense
spending. The question is how we will
balance the budget. It should not be
done on the backs of the future genera-
tion in education.

The PRESIDING OFFICER. Who
yields time?

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. Mr. President. has leader

time been reserved?
The PRESIDING OFFICER. Yes.
Mr. DOLE. I ask unanimous consent

that I may use a portion of that leader
time without it being charged against
either side.

The PRESIDING OFFICER. Without
objection, it is so ordered.

REPORTS OF WAR CRIMES
Mr. DOLE. Mr. President. today's

Washington Post reveals shocking
news about what happened to the men
of Srebrenica after this so-called safe
area fell to Bosnian Serb forces in
July. Twelve thousand men from this
U.N.-designated safe area tired to flee
to Bosnian Government-held territory
and more than half were brutally
butchered by forces under the com-
mand of Gen. Ratko Mladic.

Yesterday's Christian Science Mon-
itor reported that Serb officers—from
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Serbia—actively participated in the
massacre of Moslems from Srebrenica.

No doubt about it, General Mladic
and his forces are directly responsible
for these war crimes. But, these reports
beg the question: What was the role of
the Yugoslav Army in this attack on
Srebrenica and the subsequent mas-
sacre of Moslems. And more impor-
tantly. what was Slobodan Milosevic's
role in these savage war crimes?

Reportedly Mladic is often in Bel-
grade—where he coordinates with sen-
ior Serb officers, including the Chief of
Staff of the Yugoslav Army. The Yugo-
slav Army has continued to actively
assist Bosnian Serb forces. And
Bosnian Serb and Serb air defenses are
integrated.

The bottom line is that the Con-
gress—and the American people—need
to hear what the administration knows
about the relationship between
Bosnian Serb forces and the Yugoslav
Army, and the relationship between
Mladic and Milosevic. Have we been
told everything the administration
knows about Milosevic's possible cul-
pability in this hideous war crime?

Frankly. I am highly skeptical that
the buck stops at General Mladic. In
any event, these questions need to be
answered by the administration now.

Next week, the proximity talks will
begin in Dayton and Serbian President
Slobodan Milosevic will attend. We
need to know whether we are rolling
out the red carpet for a war criminal.
We need to know who the administra-
tion is dealing with—the butcher of the
Balkans or the peacemaker of the Bal-
kans?

Furthermore, the President should
publicly commit his administration to
ensuring that these war crimes will not
be swept under the rug as part of the
price of peace settlement. If Milosevic
is responsible for war crimes, he should
be held accountable—even if this com-
plicates the peace negotiations.

Mr. President. if the administration
fails to effectively address the matter
of war crimes in the former Yugo-
slavia, the Congress will. The fiscal
year 1996 foreign operations bill in-
cludes an amendment I offered on the
Senate floor which would prohibit bi-
lateral assistance to any country that
provides sanctuary to individuals in-
dicted the U.N. War Crimes Tribunal
on Yugoslavia. It also instructs U.S.
representatives in multilateral institu-
tions to vote against aid to any coun-
try that provides sanctuary to indicted
war criminals.

The United States is the leader of the
free world—this requires not only po-
litical, but moral leadership. We can-
not repeat the United Nations's griev-
ous error of looking the other way
when confronted with enormous crimes
against humanity.

Mr. President, I reserve the remain-
der of my leader time.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent to have 30 sec-
onds to thank the majority leader for
his statement.
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Mr. DOLE. I yield 30 seconds to the

Senator from Minnesota.
Mr. WELLSTONE. I thank the major-

ity leader for his statement made on
these war crimes, these atrocities. I do
not believe that those who committed
these crimes should be able to get away
with it. I think it would be a terrible
mistake for the world.

I appreciate the power of what the
majority leader says. I very much ap-
preciate his focus on the war crimes.

THE BALANCED BUDGET
RECONCILIATION ACT OF 1995

The Senate continued with the con-
sideration of the bill.

The PRESIDING OFFICER. Who
yields time?

Mr. KENNEDY. I yield 3 minutes to
the Senator from Minnesota.

Mr. WELLSTONE. When I heard
what my colleague from Idaho said, I
could not be in more profound disagree-
ment. The debate is not on a balanced
budget, deficit reduction: it is on a
Minnesota standard of fairness. This
agenda here is not connected to the re-
ality of the lives of people that we rep-
resent back in our States: Senator. I
am a student at Moorhead State. I
work three minimum-wage jobs. The
college years are not the best years of
my life."

• Senator, I am a nontraditional stu-
dent. I am older than you and I lost my
job: I am going back to school, and I do
not have much money. If you cut my
financial aid, I will not be able to get
back on my own two feet."

'Senator, I am a single mother, and
I am going back to school, and I have
two small children. If you cut my fi-
nancial aid, I will not be able to move
from welfare to workfare."

I hear it in community colleges: I
hear it in public universities: I hear it
in private schools. I asked my col-
leagues. I say to my colleague from
Massachusetts. during markup, Have
you held town meetings in the cam-
puses? Do you know what the con-
sequences of what you are doing here
in the Senate will be for students in
this country?

Mr. President. this is outrageous.
I ask unanimous consent to have

printed in the RECORD the text of a pe-
tition from 515 students at Inver Hills
Community College and Lakewood
Community College.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:

PETITION FOR SAVINC OUR STUDENT LOAN
PROCRAM

Students are concerned about federal fi-
nancial aid cuts Congress proposes to higher
education. If these Cuts are made, they will
affect my ability to go to College and find a
living wage job. Please help me continue to
have an education that is affordable and ac
cessible. The economic security of our na
tion depends upon a well.educated work
force. Americas future rests in your hands.

Mr. WELLSTONE. Mr. President, I
simply say it loud and clear, and I will
shout it from the mountaintop. I only
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have probably 30 seconds left. If you
want to do deficit reduction, cut the
subsidies for the pharmaceutical com-
panies. cut the subsidies for the oil
companies, cut the subsidies for the in-
surance companies, cut the subsidies
for the tobacco companies; do not
spend more money on stealth bombers
and Trident and all of the rest, and do
not have tax cuts that disproportion-
ately go to the wealthiest people.

Do not do deficit reduction by deny-
ing all too many young people—and
not-so-young people because many of
our students are older—their oppor-
tunity for a higher education. I am
proud to be an original cosponsor of
the Kennedy amendment. It speaks to
basic economic justice. I hope 100 Sen-
ators vote for it.

Mr. KENNEDY. Mr. President. how
much time remains?

The PRESIDING OFFICER. The Sen-
ator from Massachusetts has 5 minutes
12 seconds.

Mr. KENNEDY. I yield myself 4 min-
utes, Mr. President.

Mr. President. I want to repeat what
I mentioned at the outset, that our
amendment is budget neutral. We have
been asked about that.

Mr. President. in the final few mo-
ments, I have been amazed by the si-
lence of our Republican friends in de-
fending an indefensible policy. Silence
in defending a policy that will put a
stranglehold on the sons and daughters
of working families trying to achieve a
better education. The most that was
said in defense of this indefensible pol-
icy. Mr. President. by one Member of
the Republicans, is that this proposal
is changing the parameters of the ob-
ligation." Let me tell every working
family in my State and across the
country the truth. This Republican
proposal is going to mean more dollars
Out of your pocket and more obliga-
tions on the students of this country.

In the final breath, Mr. President,
there is an extraordinary reliance by
our Republican friends on raising the
revenues. In their proposal, they put a
tax—described by the majority of the
Republicans as a "fee '—on every edu-
cational institution in this country.
They would mandate a tax on every
educational institution. The cruelest
part of all is that the amount of that
tax increases as they provide more and
more assistance to the neediest stu-
dents that go to those schools. The in-
stitutional tax goes in the opposite di-
rection of every educational policy
that we have made in the last 30 years.
It requires more and more payment by
the sons and daughters of working fam-
ilies and the neediest families. That is
just an extraordinary admission. Mr.
President, of a bankrupt effort by our
Republican friends by taxing these
working families.

In the Republican proposal. working
families are going to have to pay more
Out of their hard-earned income be-
cause of the tax increase in the EITC.
Then, the same working families are
going to pay more Out of scarce re-
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sources for the copays and the
deductibles we will have to have.

Because of reductions in Medicaid.
these working families are going to pay
even more to provide health care cov-
erage for their children,

For what reason? To give a tax break
for the wealthiest individuals and the
wealthiest corporations. That is what
this is all about. They are taking the
money Out of the pockets of the need-
iest families in this country and trans-
ferring it to the wealthiest individuals,
That is the parameter of the obligation
that our Republican friends refer to
when they try to justify their position.

Mr. President, this bill and these
cuts are too harsh and too extreme.
But, in addition to their cold heart. Re-
publicans are now getting cold feet.
The verdict of the American people is
coming in.

Republicans are being found guilty
beyond a reasonable doubt of hurting
senior citizens on Medicare; guilty of
hurting helpless elderly patients in
nursing homes: guilty of punishing in-
nocent children on welfare; guilty of
closing college doors to the sons and
daughters of working families; guilty
of pandering to polluters and endanger-
ing the environment; guilty of massive
giveaways to powerful special interest
groups; guilty of taxing low-income
workers; guilty of taxing hard-pressed
college students to give tax breaks to
millionaires.

Whatever became of the anti tax Re-
publicans? I say shame, shame on the
Republican Party for using their ma-
jority power to hurt the vast majority
of Americans. This bill will be dead on
arrival at the White House, and we
ought to bury it right here in the U.S.
Senate.

The PRESIDING OFFICER. The time
of the Senator from Massachusetts has
expired.

Mr. KENNEDY. I hope we have an op-
portunity to vote on this amendment
soon.

What is the Chair's understanding
about when we will be able to have a
disposition of this amendment?

Mr. EXON. Mr. President. if I could
answer briefly the Senators question.
It is a good one.

We have been trying to work on this
since yesterday afternoon. It appears
we are very close to agreement that a!-
lows us to start voting up or down on
these amendments sometime early this
afternoon and very late into the
evening.

Mr. KENNEDY. Would the Senator
yield half a minute on the bill?

Mr. EXON. I yield.
Mr. KENNEDY. Mr. President. I have

heard that my Republican colleagues
are trying to doctor up some different
proposal on student loan cuts. We have
had months to change the proposal. I
hope we will support this amendment
that represents the best judgment of
parents, educators, and working fami-
lies.

Mr. EXON. Mr. President. I thank the
Senator from Massachusetts for his ex-
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cellent presentation, and I agree with
his remarks, I agree with his conclu-
sion. I hope we can move in an expedi-
tious fashion.

I yield 8 minutes off the bill to my
colleague from North Dakota.

Mr. DORGAN. Mr. President, I have
been puzzled here for nearly a day and
a half because we have some very im-
portant decisions to make in the U.S.
Senate. one of which deals with Medi-
care. and we are not voting on them.

Reconciliation is a process that pro-
vides us 20 hours. We offered an amend-
ment that does not take great skill to
read. It does not take many staff peo-
ple to read it. It is very simple.

It says. 'Let's reduce this tax cut for
the wealthy and use the savings to re-
duce the cut on Medicare for the elder-
ly.' That is a very simple proposition.

It has been almost 30 hours since it
was offered yesterday on the floor of
the Senate, and no vote. Why no vote?
Is it hard to understand? Are people
still reviewing this? No, that is not
why. What we have is a stall.

I understand we may be getting close
to an agreement, and I hope we are, be-
cause if we are not, we are going to
start reading this legislation—maybe
two or three times. It is 1,949 pages.
given us Tuesday night to come to the
floor Wednesday morning.

Most people here do not have the fog-
giest notion of what is in it. Most of us
have some suspicion about what is in
it. Most of us believe that this, handed
to the wealthier families in America.
will provoke significant smiles because
they will find some awfully good news
in here for their families. Drive a Mer-
cedes Benz. make half a million a year.
there is awfully good news in here for
you.

If you are an elderly person, depend-
ent on Medicare or a poor person on
Medicaid or a middle-income family
trying to send your kids to school, or a
poor mother who has a child in Head
Start, the news here is pretty grim. It
says we cannot afford you. It says you
better tighten your belt because this is
coming your way, and this is not good
news for you at all.

I think some of the pieces of the puz-
zle are starting to come into focus
about who is fighting for whom. Whose
side are you on?

Here are a couple pieces of that puz-
zle. This was in the paper yesterday.
One of the new Republicans over in the
House of Representatives says the
Democrats once again have it all wrong
when they claim the GOP's proposed
$500 tax credit for families earning up
to $200000 is a tax cut for the rich," He
says those folks are lower middle class.

Heineman, former Raleigh Police Chief.
told the Raleigh News and Observer that his
salary of $133000 plus $50,000 a year in police
pensions ' does not make me rich. It does not
make me middle class. In my opinion that
makes me lower middle class.

This new Republican, this fellow that
has new ideas and came with a notion
of change says. When I see someone
who is making anywhere from $300,000
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to $750,000 a year, that's middle class.
He said, When I see anyone above
that. thats upper middle class. Oh.
really? These are the new ideas? Middle
class at $750000 a year? Now I can un-
derstand why they tell us their tax cut
is aimed at the middle class. Now it is
clear to me. I understand how these
pieces to the puzzle start to fit.

Another big piece—in fact, it is the
centerpiece for this puzzle in this
mornings newspaper—the Speaker of
the House. speaking candidly to Blue
Cross Blue Shield, an insurance com-
pany, says this in talking about Medi-
care:

Now let me talk about Medicare . . . we
don't get rid of it in round one because we
don't think that would be politically smart.

Let me say that again. The Speaker
of the House says, and these are people
who say, We love Medicare: we want
to save Medicare."

We don't get rid of it in round one because
we don't think that would be politically
smart and we don't think that's the right
way to go through a transition. But we be-
lieve it's going to wither on the vine because
we think people are going to voluntarily
leave it.

Now, put these pieces into the puzzle
and see if you do not start getting the
message. These are people who are
going to save Medicare? No, I do not
think so.

Round one. They do not get rid of it
in round one. But guess what? This is a
10 rounder, and by the end of this
match they plan on getting rid of Med i-
care. This is all about the middle
class—yes, their middle class—some-
body making $750,000 a year.

I said, good news and bad news
around here. I was watching Star Wars
the other night with my children. I
have not seen that for a long time.
Does anyone remember the characters
in Star Wars, R2-D2 and C3-PO? I was
thinking, if children in this society had
names with numbers maybe they would
do better; right?

Let me give some numbers that do
well. I said that a lot of folks do not do
well in this. A lot of kids do not do
well. Fifty-five thousand kids, all of
whom have names, will no longer be in
Head Start because the majority can-
not afford them in the Head Start pro-
gram. A kid by the name of Tim or
Martha or Tom, they get bad news, no
Head Start program.

But if you had an initial like a B-2 or
an F-IS or a UH—60 Blackhawk—go
down this list. I do not have time. But
this is a list, all of which represent
spending add-ons: in other words,
money that the Defense Department
did not ask for, for helicopters, am-
phibious ships. fighters. bombers, star
wars, and on and on and on that the
Defense Department said they did not
want, they did not need, and they did
not order.

Guess what? The conservatives say.
'We insist you buy it because we got

the money to pay for it." And then
they bring 2,000 pages Out here to the
floor and say, "We are sorry. We are
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broke. You are poor? You are young?
Out of luck."

So we say to them on Medicare, on
our first amendment, offered nearly 30
hours ago, how about establishing pri-
orities here? How about at least forget-
ting the tax cut notion you got for the
wealthiest Americans and using some
of that money to provide Medicare for
the elderly? Do you know what, 30
hours later we cannot get a vote. Why
can we not get a vote? Is it because
they cannot understand the amend-
ment? No. It is because they are stall-
ing. They do not want to vote on the
amendment.

One way or another, somehow we are
going to vote on this amendment. We
might stand here for 6 days. but we are
going to vote on this amendment, and
we are going to vote on the education
amendment. and we are going to vote
on the next amendment which is fiscal
responsibility, which says do not give a
tax cut until we have a balanced budg-
et.

I am a little disappointed about what
has been going on the last 30 hours, I
can understand a shuffle when I see it.
I can understand a stall when I see it,
But nobody ought to claim to us they
do not understand this issue. After 30
hours you would think everybody un-
derstands it well enough to have a
vote.

So, it is 10 minutes to I. How about a
vote at 1 o'clock? Why do you not give
the elderly in this country an oppor-
tunity? Express yourselves and give us
an opportunity to express ourselves
about tax cuts for the rich and Med i-
care cuts for the rest? Let us decide if
we are going to have a vote soon.

If we are near an agreement, I say
fine. I want us to have an agreement
and get through this. But I say, at the
end stage of this process, that I happen
to know arid all of you in this room
know what is really at work. We have
a Medicare amendment on the floor.
The Speaker of the House gives a
speech to Blue CrossfBlue Shield. He
says he wants to save Medicare. And
here is what he says in his speech. 'We
don't get rid of it in round one because
we don't think that would be politi-
cally smart."

We understand what that means
about round two. That is why this is
important. That is why there is some
passion in this debate, about a lot of
folks who have reached their senior
status in life and fear they are going to
get sick and they are not going to have
the money to deal with that illness.
This is important.

Mr. President, I ask for I additional
minute.

Mr. EXON. I am sorry. Another 30
seconds. I am trying to conserve time
on this side.

Mr. DORGAN. I yield the floor to the
Senator from Nebraska.

Mr. EXON. I will yield 30 seconds to
the Senator from Maryland.

Mr. SARBANES. Mr. President, I lis-
tened very carefully to the very distin-
guished Senator from North Dakota.
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What is the date of that speech the
Speaker made when he said that this is
only round one to get rid of Medicare?

Mr. DORGAN. The speech apparently
was given the other night. October 24.

Mr. SARBANES. On the same day,
October 24. Senator DOLE made a
speech. Listen to this. '1 was there,
fighting the fight. voting against Medi-
care—I of 12—because we knew it
wouldn't work in 1965.'

So you have the Republican leader in
the Senate and the Republican leader
in the House. both of whom have been
trying to portray themselves as help-
ing Medicare, now bragging about the
fact that they are against Medicare or
that this is only the first round in get-
ting rid of it.

The PRESIDING OFFICER. The
Chair will advise the Senator 30 sec-
onds has expired.

The Senator from Nebraska.
Mr. EXON. Mr. President. as I under-

stand it we are now prepared to go to
the next item that will be offered by
the Senator from Arkansas with 30
minutes equally divided; is that cor-
rect?

Mr. ABRAHAM. Yes. We are prepared
to do that.

Mr. EXON. So I hope the Chair could
recognize the Senator from Arkansas,
following 1½ minutes that I would like
to yield at this time to the Senator
from Vermont.

The PRESIDING OFFICER (Mr.
DEWINE). The Senator from Vermont.

Mr. LEAHY. Mr. President, I have re-
peatedly said on the Senate floor that
balancing the Federal budget is so im-
portant we need to set our partisan dif-
ferences aside.

Unfortunately, balancing the budget
was the most serious problem facing
our country—until today.

The American people are fed up with
Washington—and how can you blame
them.

The single working mother who is
holding two jobs to take care of her
children should expect nothing less
than having the Federal Government
pay its own bills.

Vermonters must balance their
checkbooks each month, why should
the Government that they send their
taxes to not be held to the same ac-
countability.

Mr. President, Republicans laud this
budget reconciliation bill that we are
debating today as the solution to the
deficit problem.

Well, this bill may balance the budg-
et but the wake it leaves behind
threatens to irreparably divide our
country. This bill is a cruel prank on
hard working Americans who have
asked Congress to get our budget in
order.

The Republican leadership has an-
swered the call to balance the budget
with a plan that radically redistributes
the wealth of our country.

Playing on the desires of hard work-
ing Americans, the Republican leader-
ship has seized the opportunity to pro-
tect the wealthiest in our country.
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This plan balances the budget on the

backs of the people who are working
the longest hours, in the lowest paying
jobs.

Ironically, as these Americans have
shouted Out the loudest about getting
our fiscal books in order, they will be
the ones who feel the pain the most.

Under the guise of saving Americans
from the burden of debt, the Repub-
lican leadership has devastated pro-
grams that help hard working men and
women realize the American dream of
economic opportunity.

We are told that in order to save pro-
grams, we must first kill them so that
7 years from now they will emerge sol-
vent and robust.

It is a leap of faith that I cannot
make, much to my embarrassment, be-
cause my distinguished colleagues in
the majority have been telling us what
a bold and courageous moment in time
that they are seizing.

They are the self appointed saviors
Out to rescue us from the trillions of
dollars of debt accrued during the
Reagan-Bush administrations. They
never mention that latter part—no
doubt an-oversight—and in the press of
time, it is perfectly understandable
why the subject never arises.

A case in point is education. This bill
makes short-sighted cuts in education.
It cuts student loan programs by $10
billion over the next 7 years.

Students will be hit with 70 percent
of these cuts—increasing the costs to
the 20.000 Vermonters receiving higher
education and their families by at least
$5,800 over the life of a student loan.

Congress should be working to make
education more affordable—not less.

These additional financial burdens
will discourage many students from
continuing their education after high
school.

The Contract With America has
sealed the fate of the next generation
of Americans. They may never have
the chance of post high school training
or a college education—the key to a
better payingjob.

Mr. President, the list of programs
that the Republican leadership are
slashing under the thin guise of reform
is long.

This bill is a back door version of the
New Federalism, the short-lived brain-
child that was the predecessor of the
Contract With America. Congress piles
up the rhetoric while dumping the
tough decisions on the States.

Governors are increasingly wary of
this, because the cost for maintaining
any of these programs will rest square-
ly on the local taxpayers.

We know that Medicaid is a life-line
to provide essential health care to low-
income pregnant women, children, the
disabled, and the elderly.

It is also the safety net that rescues
middle-class families when a factory
closes down and the jobs that are avail-
able do not provide health insurance.

It spares middle-class families from
choosing between nursing home care
for a parent or financing the college
education of a son or daughter.
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I think we all agree that the Medic-

aid reform proposal before us turns the
program over to the States, at greatly
reduced funding levels.

Despite all the disclaimers from its
supporters. I remain unconvinced that
it is anything more than a recurrence
of policies that once made poor farms
and orphanages the sanctuaries for
low-income children and families in
America.

I agree that States should have more
flexibility, but not at the cost of our
national responsibility, Our States will
find themselves hundreds of millions of
dollars short of funds to provide nec-
essary health care over the next 7

years.
Vermont already has flexibility

through the Federal waiver process.
Vermonts plan continues the Fed-

eral/State partnership nature of Medic-
aid and enables Vermont to cover 15,000
more of the State's growing number of
uninsured.

This bill will nullif' Vermont's ini-
tiatives to administer the program
more economically.

The budgetary pressure on States to
make cuts in eligibility and benefits
will be very strong. On average, States
will lose 30 percent of their Federal
Medicaid payments by the year 2002.

There is no provision in this bill that
would provide Vermont, or any State,
with additional resources in times of
economic downturn or recession when
the Medicaid rolls have historically in-
creased.

Vermont will lose 10 percent on aver-
age over the next 7 years and cuts are
backloaded so that Vermont will lose
27 percent in the year 2002.

This cut is estimated to reduce Fed-
eral Medicaid payments to Vermont by
$205 million over the next 7 years.

If the sharp reductions in Federal
Medicaid funding cannot be offset by
managed care savings or cuts in pay-
ments to providers, States will have to
cut benefits or severely limit the num-
ber of people eligible unless they are
willing to pay a much larger share of
the cost of the program with State
funds.

Competition among States may con-
tribute to the pressure to restrict eligi-
bility.

Without Federal standards, many
predict a race to the bottom where no
State wants to be seen as providing
broader coverage or more generous
benefits than its neighbors.

While there was much talk about this
bill partially retaining an entitlement
for low-income pregnant women, chil-
dren, and the disabled, the truth is that
the bill fully follows through on the
Contract With America proposal to
provide no assurance to any low-in-
come American that they will get the
health care they need.

This fact was certified by the Con-
gressional Budget Office earlier this
week.

The plan also repeals requirements
that now protect nursing home resi-
dents from being restrained, drugged.

October 26, 1995
or forced to live with substandard care
in disreputable homes.

It replaces these safeguards with 50
separate State regulations with no
standard minimum requirements.

I have been pleading for Congress and
the President to join in bipartisan ne-
gotiations on balancing the budget
without jeopardizing the success of our
health programs.

The PRESIDING OFFICER. The Sen-
ator from Arkansas.

MOTION TO COMMIT

Mr. BUMPERS. Mr. President. I send
a motion to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Arkansas Mr. BUMPERS]

moves to commit the bill 5. 1357 to the Com-
mittee on Finance.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that reading be dis-
pensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The motion is as follows:
MOTION To cOMMIT WITH INsTRUCTIONs

Mr. President, I move to commit the bill S.
1357 to the Committee on Finance with in-
structions to report the bill back to the Sen-
ate within 3 days (not to include any day the
Senate is not in session) making changes in
legislation within that Committee'sjurisdic-
tion to delay the effectiveness of any reve-
nue reductions until the first fiscal year in
which outlays no longer exceed revenues.

Mr. BUMPERS. Mr. President, this is
very simple and straightforward. The
Members of this body should vote for
this on a purely intellectual basis,
without regard for partisanship. That
is hard for me to say, and I know it is
hard for people around here to respond
to that kind of request. But it simply
says: Do not cut taxes until you bal-
ance the budget.

I can remember not too many
months ago when that idea had great
credence in this body. on both sides of
the aisle. I had even hoped at one time
that the chairman of the Budget Com-
mittee who crafted this whole thing.
Senator DOMENICI, would join me,
today, with this amendment saying we
are not going to cut taxes until we bal-
ance the budget. Here is what Senator
DOMENICI said on May 29. this year,just
a few months ago.

'We are working through some very.
very tough terrain," he said, acknowl-
edging that most battles lie ahead.
"But I am convinced that most people
share our view that we must balance
the budget first before we cut taxes."

Here is a chart for anybody who
chooses to look at this thing economi-
cally and sensibly. Here it is. You cut
taxes in accordance with $245 billion,
the figure that is bandied about here,
and if you cut taxes by $245 billion over
the next 7 years you add $293 billion to
the national debt and our children and
grandchildren will pay interest on that
S293 billion as far as you can see.

I do not want to mix Social Security
in this, but when you add this $300 bil-
lion, also bear in mind there are about
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$656 or $660 billion in Social Security
surpluses that are going to be used. To
say we are going to have a balanced
budget when we are using Social Secu-
rity surpluses, when we are $78 billion
short even by the Republicans' own
numbers, it is a scam to lead the Amer-
ican people to believe that we are going
to have a balanced budget. If we never
have another deficit after 2002, our
grandchildren and great-grandchildren
are going to pay interest on this tax
cut.

You know, the reconciliation bill
provides $5,600 per year—listen to
this—$5,600 per year in tax cuts for the
wealthiest 1 percent of the people in
this country, and the bottom 50 per-
cent wind up with less money than
they had before this reconciliation bill
passes.

What does that say about the values
of the U.S. Congress, about their atti-
tude—not toward people with stocks
who get dividends and interest, but
about working people who sweat and
toil every day to keep this Nation
going, who get nothing Out of this ex-
cept increases, lowered standard of liv-
ing?

you know something else? This
bill stands squarely on the shoulders of
50 brave Democrats who, in August
1993, passed a reconciliation bill. I want
you to think about this. If it were not
for 50 brave Senators who stood on
their hind feet and voted to raise taxes
on the wealthy and to cut spending ac-
cordingly, the Republicans would be
faced with raising another $1,081 tril-
lion to balance the budget.

The senior Senator from Texas, a
candidate for the Presidency. said we
want all of those people in the back of
the wagon to get Out and help the rest
of us pull. They were. Every single Re-
publican in the Senate was in the back
of the wagon that day when a lot of
people lost their jobs a year and a half
later for doing something so sensible.
And here they are still in the back of
the wagon taking advantage of $1.8
trillion that the Democrats provided,
the most courageous, sensible thing
that the President of the United States
has proposed since he has been Presi-
dent.

Mr. EXON. Will the Senator yield for
a second for a unanimous-consent re-
quest?

Mr. BUMPERS. I am happy to yield.
Mr. EXON. I ask unanimous consent

that the unanimous-consent request
not be charged to either side. In order
to try to accommodate as many people
as possible we are trying to shrink
down this time.

I ask unanimous consent that, rather
than one-half hour of time on this
amendment, it be reduced by 5 minutes
each to 25 minutes per side.

The PRESIDING OFFICER (Mr.
INH0FE). Without objection, it is so or-
dered.

Mr. EXON. I thank my friend and
say. to accommodate a lot of people,
we have subtracted 5 minutes.

Mr. BUMPERS. Mr. President, our
friends on the other side of the aisle
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have the best of both worlds. They can
criticize and carp about that bill in
1993, and yet they have never tried to
undo one penny of it; did not undo the
gas tax, did not undo the 36-percent tax
rate increase, have not done anything
about the surcharge, and they get the
benefit of over $1 trillion in balancing
the budget because 50 Senators stood
up—and 2 of them are not with us
today because they did: and about 17
Members of the House are not with us
today because they did.

This tax cut is the height of fiscal ir-
responsibility. That is the reason we
call it the fiscal responsibility amend-
ment, to do away with the tax cut until
we balance the budget. We have the
rest of our lives to cut taxes. Our first
chore is to keep faith with the people
of this country.

If you eliminate the tax cut, you do
not balance the budget in the year 2002
even by the Republican figures. You
can do it in 2001. That would be shock-
ing.

But the most important thing I want
to say, Mr. President. is do not cut
taxes when we are running this kind of
a deficit. Balance the budget, and then
talk about taxes. When you are talking
about tax cuts. talk for a change about
working people and real middle-class
Americans.

Mr. President, I yield the floor. Does
anyone wish time?

I yield to the distinguished Senator
from Michigan 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. LEVIN. Mr. President, I thank
my friend from Arkansas.

This tax package which is contained
in the massive budget reconciliation
bill is ill timed. It is inequitable. It
provides the $224 billion tax break
which, when fully phased in, would go
disproportionally to the wealthiest
among us. Indeed, more than half of
those tax breaks would go to the
wealthiest 14 percent of Americans,
and we are talking about the fully
phased in tax package. In that tax
package, while the upper 14 percent get
over 50 percent of the tax reductions, 14
million Americans of modest means
would actually get a tax increase.

This maldistribution is reason
enough to reject this tax package. But
it becomes all the more unacceptable
when one considers the extreme
lengths to which the majority has gone
to pay for these large tax breaks. Sen-
ior citizens are hit hard, students are
hit hard. and working people are hit
hard. But, above and beyond those
flaws, there is the simple fact that we
in this tax package would be providing
tax cuts before assuring the reality of
the deficit reduction that is projected.
In other words, under this bill we
would be spending the money before it
is in the bank.

We have seen this before, In 1981,
President Reagan introduced the Eco-
nomic Recovery Tax Act which had
large tax cuts, and also had projec-
tions. aspirations. hopes. and plans
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that the budget would be balanced by
1984. The tax cuts were not made de-
pendent upon those projections taking
place. If they had been, we would have
been a trillion dollars better off in
those years. But it seems to me that
history is so recent that we ought to
take its lessons and say to ourselves
that we have to get deficit reduction
under our beks before we enact tax
cuts. This time let us make sure that
projections of deficit reductions turn
Out to be true before we do the easier
part.

On October 18, the Congressional
Budget Office Director, June O'Neill.
wrote the chairman of the Senate
Budget Committee to provide the criti-
cal certification which the budget reso-
lution calls for. The claims of a bal-
anced budget are based on that certifi-
cation, and the tax cut is based on an
argument that we are reaching a bal-
anced budget by 2002, which in turn is
based on that certification, But when
you read the certification, it is a bunch
of hedges.

The Congressional Budget Office let-
ter says, 'Based on estimates using
economic and technical assumptions
underlying the budget resolution. as-
suming the level of discretionary
spending specified in that resolution.
the Congressional Budget Office
projects —and later on the letter
says—"the Congressional Budget Office
projects that the resulting reductions
in interest payments will be $50 billion
in the year 2002 and $170 billion over
the 1996—2002 period." Then the Con-
gressional Budget Office says, "Those
projections were based on a hypo-
thetical deficit reduction path." It is
based on those hypothetical estimates,
projections, that the balanced budget
claim is made for the year 2002. But
even more significant, for the purpose
of this amendment which is pending. it
is based on those hypothetical paths.
projections, and estimates that the tax
cut is being defended.

This letter does not certify much ex-
cept that the Congressional Budget Of-
fice has a long list of wiggle words
which are available to us. And it is the
foundation; it is that certification
again which is the foundation for the
assertion that the budget is going to be
in balance in the year 2002. And you
cannot help that because you have to
have projections and estimates. But
what we can avoid doing is providing a
tax cut before we know in fact that the
budget is going to be balanced.

So what this amendment says is hold
off the tax cuts until we balance the
budget. In fact, let us put the money in
the bank before we spend it.

And, let's not be fooled by the happy
talk about reaching a balanced budget.
It is not balanced by any commonsense
or legal definition. We know already,
as Congressional Budge Office Director
June O'Neill's letter to Senator
CONRAD acknowledges, this plan falls
short of balancing the budget by $105
billion in the year 2002. This is because
the Republican majority's budget uses
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the surplus in the Social Security
Trust Fund to mask the real Federal
deficit.

The law, section 13301 of the Congres-
sional Budget Act. states:

ITihe receipts and disbursements of the
Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insur-
ance Trust Fund shall not be counted as new
budget authority, outlays. receipts. or defi-
cit or surplus for purposes of:

() the budget of the United States Govern-
ment as submitted by the President,

(2) the congressional budget, or
(3) the Balanced Budget and Emergency

Deficit Control Act of 1985.
And, the law further states:
The concurrent resolution shall not in-

clude the outlay and revenue totals of the
old age. survivors, and disability insurance
program established under Title II of the So-
cial Security Act or the related provisions of
the Internal Revenue Code of 1986 in the sur-
plus or deficit totals required by this sub-
section or in any other surplus or deficit to-
tals required by this title.

We're not only spending the dollars
before they are in the bank, we are
spending them earlier and faster than
we are even projected to have them to
spend.

Nearly half of the savings in this
budget are projected to come in 2001
and 2002. while the tax breaks are set
in law now. In fact, the budget resolu-
tion assumes $440 billion in discre-
tionary spending cuts over 7 years.
Only $18 billion of that would be cut
next year, less than 5 percent. We know
from past history what happens when
tax cuts are put in law now while most
of the actual cuts are to take place
later.

Some of our Republican colleagues
have appeared. in public statements, to
agree that a tax cut should be put off
until we are sure deficits will drop as
predicted. Let's join together on a bi-
partisan basis and dojust that.

I yield the floor.
Mr. BUMPERS. Mr. President. I yield

the Senator from Wisconsin 5 minutes.
The PRESIDING OFFICER. The Sen-

ator from Wisconsin.
Mr. FEINGOLD. I thank the Chair.
Mr. President. this amendment is

simple and straightforward. It elimi-
nates the fiscally irresponsible and
reckless tax cut that is the core of this
fatally flawed reconciliation package.

All the other provisions of the rec-
onciliation bill, in my view. flow from
this singular act of fiscal irresponsibil-
ity. Cuts to Medicare and Medicaid.
student loans and the earned income
tax credit. as well as the other provi-
sions in this measure, all driven by the
need to fund a quarter of a trillion dol-
lar tax cut. are so out of proportion to
any consensus the public would support
that I think they doom any hope their
supporters might have of really bal-
ancing the budget.

Mr. President. just as we are begin-
ning to climb Out of the hole that was
dug 14 years ago, somebody wants to
shove us back in.

Mr. President. we have made remark-
able progress in lowering the Federal
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budget deficit during the 103d Congress.
The President's deficit reduction pack-
age produced $600 billion in lower defi-
cits and got us about half the way
there—almost half the way there to a
balanced budget. from over $300 billion
to about $160 billion. In fact. Mr. Presi-
dent, but for the debts rung up during
the 1980's, we would be in balance
today.

But we still do not have a balanced
budget. and we cannot afford any tax
cut—not the President, not the House.
not the Senate tax cut. We need to bal-
ance the budget. That should be our
first priority.

Actually. Mr. President, this bill is
really an alchemist's dream. Those who
have crafted this measure have finally
invented a machine that makes gold.
The reconciliation bill really amounts
to just that. It is a machine that
makes gold. All you do is feed health
care services for the most vulnerable
among us in our Nation, and out comes
gold.

Of course, Mr. President, not every-
one shares equally in that bounty. The
gold from this machine largely benefits
the best off in our Nation. The better
off you are, the more you get. The less
well off you are, the less you get.

I am not going to dwell any further
on the distribution issues relating to
the tax cut. As I have noted many
times on this floor. this issue comes to
me as an issue of pure fiscal respon-
sibility. Even if the benefits of tax cuts
were more fairly distributed. I would
oppose it. We cannot afford to cut
taxes while we still face a Federal
budget deficit of $160 billion. Nobody
out there believes that makes fiscal
sense. It is the opposite of sense. And
you cannot spend $1 three times. You
cannot say you are spending the dollar
to save Medicare and then you are
going to use the same dollar to elimi-
nate the deficit and then you are going
to use the dollar for tax cuts. You can
only spend it once. This budget uses it
not to save Medicare, not to reduce the
deficit, but to fund tax cuts. For that
reason, I regard this as the most im-
portant amendment in this process.
and I urge my colleagues to support it.

I thank the Chair.
Mr. BUMPERS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Arkansas.
Mr. BUMPERS. I wonder if the mi-

nority leader has a speaker here he
wishes to recognize at this point?

Mr. ABRAHAM. Is the Senator refer-
ring to me?

Mr. BUMPERS. Yes.
Mr. ABRAHAM. He mentioned the

minority leader.
Mr. BUMPERS. Majority leader. I am

sorry: I have a hard time breaking the
habit.

Mr. ABRAHAM. I will have somebody
here shortly. If the Senator has a short
speech. we would be ready to go after
that.

Mr. BUMPERS. Mr. President. I yield
5 minutes to the Senator from North
Dakota.
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Mr. DORGAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from North Dakota.
Mr. DORGAN. Like the previous

amendments, this one is also painfully
simple. It is an amendment that will
not take a dozen staff to explain, an
amendment that will not take a great
deal of research. an amendment that
probably should not take a great deal
of thought. No one can misunderstand
what this is. This amendment says we
ought not do a tax cut until the budget
is balanced. Do not serve dessert before
the main course.

It is a pretty simple proposition. My
expectation is they will not want to
vote on that either. We have been here
30 hours. They do not want to give a
vote on Medicare so we will not get a
vote on this. One of these days we will.
I guess.

Let me talk about the proposed tax
cut. This is the center pole in the tent
called Contract With America. This is
the center pole of the tent, the tax cut.
And I understand why. It is enormously
popular. Go take a poll and ask people:
Would you like a tax cut? Heck. yes. I
would like a tax cut: the bigger the
better.

So I understand why it is there. This
is about polls and focus groups and
finding Out what is popular—let us give
a tax cut. I wonder how the American
people would feel if they were told that
every dollar of this tax cut will be bor-
rowed in order to give it. In other
words, we are going to increase the
Federal debt during these 7 years with
this plan by $660 billion roughly—this
plan, a $660 billion increase in the debt
and then a $245 billion tax cut. In other
words, every single dollar plus much
more will be borrowed. We will borrow
money, float bonds to give a tax cut, a
substantial portion of which will go to
upper income Americans.

I think most people would say, well,
that does not make much sense. But
that is not what this debate is about—
sense. If it were about sense, we would
not even have to offer this amendment.
We would have people say let us do the
honest work and the tough work, the
heay lifting to balance the Federal
budget. Let us do that. When we are
done with that, then let us talk about
the Tax Code, what is wrong with it.
how do we fix it, who gets a tax cut.

That is not what we are doing. What
we are doing is pretending to balance
the budget and saying now that we pre-
tend to balance the budget. we will
offer up a tax cut. Unfortunately. we
have a letter dated October 20 from the
Director of the Congressional Budget
Office. I asked. is the budget in balance
in the year 2002? The answer is no—$ 105
billion deficit in 2002. That is. of
course, if you take the Social Security
trust funds and put them in the Social
Security trust funds where they should
be. If you take them out and use them
as operating revenue, then you balance
the budget.

I guess those who took remedial ac-
counting and believe that double entry
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bookkeeping means you can use money
twice in two different places at the
same time, I guess they are com-
fortable and they can sleep with this.
But, of course. if you were in private
business and said, let me take the
money Out of my employees pension
funds and use it on my operating state-
ment. you would be doing years at hard
tennis at some minimum security pris-
on. Instead, it is 'budget technique" to
say, let us misuse Social Security trust
funds, show a balanced budget in the
year 2002 by misusing that money. and
then claim we have a balanced budget
so we are going to give a tax cut. Every
single dollar of this tax cut will be bor-
rowed in the next 7 years and every
Member of this Senate knows it. They
can pretend they did not hear or they
did not know; it escaped their atten-
tion. But they know it. This amend-
ment is very simple. It is called a "fis-
cal responsibility amendment." It says.
let us do the tough, honest work first,
get the budget balanced, really bal-
anced, and then let us decide how to fix
our tax system.

Having said all of that. I hope one of
these hours we will get a vote first on
Medicare and then on the sequential
amendments because these are not dif-
ficult for anybody to understand.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President, I

yield myself such time as I need. I will
be very brief, and then I will yield fur-
ther time on our side.

Mr. President, the fact is it is not
surprising that the minority is arguing
against tax cuts. They are the party
that raised taxes in this country in the
last Congress by a record-setting $270
billion. In my State and across Amer-
ica, everywhere I go, the people I talk
to say we need a tax cut to make ends
meet. The middle-class squeeze we talk
about on the floor all the time is in no
small measure the result of the fact
that today in America average families
send $L to Washington for every $4 they
earn versus $1 for every $50 they earned
back in the 1950's and the 1960's. Those
are the families who are paying the
bills and paying the taxes.

As we go through the belt-tightening
process here in Washington to bring
down the deficit, we believe it is only
fair to let those hard-working families
keep more of what they earn. What we
have been presented with today is an
amendment that says to all of those
families: Wait. Wait. American fami-
lies. hard-working families, for your
$500 tax credit. Wait, spouses who work
in the home, before you get your IRA.
Wait, to people who want to adopt and
need a little help making an adoption
feasible. Wait, to jobseekers who need
the opportunities created by progrowth
tax cuts.

We believe the waiting should be
over. We say this: If America's tax-
payers want to wait for the Democrats
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and President Clinton to produce a tax
cut, fine. But we have already gone
through a lot of waiting for the tax cut
that was promised in the 1992 campaign
by the President. It has never been de-
livered. The waiting that this amend-
ment suggests will have to continue
will also be undelivered. We are pre-
pared to allow hard-working families
to realize tax savings now.

At this time I yield 6 minutes to the
Senator from Alabama.

The PRESIDING OFFICER. The Sen-
ator from Alabama.

Mr. SHELBY. Mr. President, we have
entered a new age in American politics.
All of us know that. The days are long
gone when elected officials can get
elected, duck controversy, avoid hard
choices, and, yes. hide from the judg-
ment of the people. Governing in 1995
requires hard choices, adherence to
principle and accountability. As party
defections increase, as State legisla-
tures and governorships change hands.
my former colleagues on the other side
of the aisle scratch their heads and ask
why. The answer is simple, Mr. Presi-
dent. On the other side of the aisle
there is no accountability and no will-
ingness to make hard choices.

Instead. I believe they remain wedded
to the status quo politics and policies
that have led this country to the verge
of bankruptcy.

For 60 years the other side has stead-
ily created a Federal monster that now
handles SI Out of every $4 in our econ-
omy. While the growth of the Govern-
ment that past half century is stun-
ning. it should come as no surprise to
all of us. The politics of the status quo
promoted on the other side of the aisle
operates on the simple premise that
the American people will always trade
their freedom and their hard-won dol-
lars for the promise of Government se-
curity.

Tax and spend.' Yes, Mr. President,
'tax and spend, and the docile Amer-
ican people will never resist. Tax and
spend, tax and spend, and the American
people will never support the reform or
repeal of a Government program. Make
the American people dependent on the
Federal Government for everything
from income and health care to busi-
ness subsidies, and they will never re-
sist or even reject us."

These, Mr. President, I believe, are
the maxims by which the agents of the
status quo operate. But, Mr. President,
the agents opposed to change have
vastly underestimated the American
people. The reason. Mr. President: The
price of a balanced budget is so high
that the American people will reject
any politician who attempts to do the
right thing and bring the budget into
balance. They are dead wrong. We are
allowing families to keep more of their
hard-earned dollars. and we are ending
welfare as we know it, and, above all,
we are balancing the budget. The
agents of change have a solemn obliga-
tion to do the unheard of, keep their
promises. And I believe we will.

Mr. President, I would just like to
show two charts in the short time I
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have of what parents can purchase with
a $500-per-child tax credit in America.

For example, with a $500 tax credit,
items parents can purchase: a winter
jacket, $30; winter boots, $30; athletic
socks, $6.50. six pairs of those; a sweat
shirt. $12; books, $100; a tutor for their
child, $230. 32 hours. That is $498.50. We
checked it Out.

We also have another chart for the
$500 tax credit. Parents can purchase
847 jars of baby food or, Mr. President,
2,370 disposable diapers or approxi-
mately 6 months of electric bills.

The $500 tax credit for working fami-
lies in America is real, and they need
it.

Ms. MIKULSKI, Mr. President. I rise
in strong support of the fiscal respon-
sibility amendment. Mr. President, we
should not cut taxes until we balance
the budget. This reconciliation legisla-
tion cuts taxes before the budget is bal-
anced. This is like eating dessert before
dinner.

I support a balanced Federal budget
and I have voted for significant deficit
reduction over the past 2 years. But re-
ducing the deficit cannot be accom-
plished if we are simultaneously cut-
ting taxes for the wealthiest of Ameri-
cans.

This is fiscally irresponsible. This
highlights the Republican's real prior-
ity in this reconciliation bill—cutting
taxes for the wealthiest Americans.

Balancing the budget must be based
on principles that uphold basic values.
Protecting our seniors, providing op-
portunities for our young people, and
protecting the ladders of opportunity
for working families are my guiding
principles. This reconciliation legisla-
tion violates those principles by gut-
ting Medicare and Medicaid, cutting
student loans and repealing the earned
income tax credit [EITCJ.

The fact is Mr. President. the Repub-
lican tax cut would add nearly $300 bil-
lion to the national debt by 2002. All
but the last few billion of the tax cut is
borrowed money, under the Repub-
licans own deficit reduction timetable.

This reconciliation bill is fiscally ir-
responsible—and don't think otherwise.
Requiring the budget to be balanced
before we cut taxes is the responsible,
fair and principled action to take.
That's what this amendment ensures.
This amendment also ensures that fu-
ture tax cuts will be targeted to low
and moderate-income working Amer-
ican families, not the wealthiest Amer-
icans. That is why I support this
amendment and urge my colleagues to
support it.

Mr. President. the tax cuts proposed
by the Republicans are fiscally disas-
trous. I urge my colleagues to vote for
fairness and common sense and vote for
this amendment.

Mr. ROBB. Mr. President. I have long
believed that it would take courage
and wisdom to develop and implement
a plan that would lead to a balanced
budget. Without the courage to make
tough choices and the wisdom to place
budget policy above partisan politics,
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our ability to develop an equitable plan
that can stand the test of time and
public opinion is severely limited.

While I give our Republican friends
credit for bringing this package to the
floor. I must say that a certain ele-
ment of this plan does not reflect cour-
age. wisdom or equity. A particular
concern to me is the tax breaks which
have been included in the bill.

Mr. President. it does not take cour-
age to cut taxes. That is one of the
easiest votes a legislator can cast.
What takes courage is to revisit politi-
cally popular tax cuts at a time we
have a nearly $5 trillion debt, and even
a unified balanced budget is at least 7
years away if we get there at all. And
for all the talk about fiscal responsibil-
ity recently, how can we endorse a $245
billion tax cut that makes balancing
the budget much more difficult and
adds to the debt over the next 7 years?

Mr. President, I was one of three
Democrats who supported the original
Senate budget resolution this year be-
cause I strongly believe that we have a
responsibility to make tough choices
that are necessary to balance the budg-
et.

Unfortunately, during the budget res-
olution conference between the House
and the Senate. fiscal responsibility
gave way to political expediency as tax
breaks were added up front and the
deep spending reductions moved into
the next century. Were these particular
changes wise? In my judgment, abso-
lutely not.

I think most in this Chamber would
agree we should not be cutting taxes
until we prove capable of carrying Out
these spending reductions and actually
balance the budget.

If we get further down the road and
decide spending reductions, particu-
larly Medicare and Medicaid, in this
plan are politically unsustainable. I
fear. Mr. President. that we will aban-
don the spending cuts and leave the tax
cuts in place at a time when their cost
will begin to explode. And as we have
seen before, the end result will be we
will simply be further away from a bal-
anced budget,

The last point I would like to address
is equity. Including the tax cut in this
plan is not equitable. At a time when
we are asking the American public to
sacrifice by restraining the growth of
programs which benefit low- and-mod-
erate-income individuals, how can we,
in good conscience. adopt a tax cut
which, according to the Treasury De-
partment estimates, will dispropor-
tionately benefit upper-income Ameri-
cans? I simply cannot agree.

Including $245 billion in tax cuts in
this budget package is not courageous,
it is not wise, and it not equitable. I
would implore my colleagues to reject
the proposition that we should have
tax cuts before we have a balanced
budget.

With that, Mr. President. I yield the
floor, and I thank the Chair.
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YOIJR'RE RIGHT MR. PRESIDENT. YOU RAIsED

TAXEs TOO MUcH!

Mr. ROTH. Mr. President, why after
shackling American middle-class fami-
lies with the largest tax increase in
history, has Bill Clinton finally admit-
ted that he made a mistake? Why does
his confession come just days before
Congressional Republicans are sched-
uled to meet in conference to finish
one of the largest tax cut proposals
since the Kemp-Roth income tax rate
reductions brought our economy roar-
ing back in the 1980's?

Because Bill Clinton knows his taxes
did not deliver on his promise to im-
prove the economy, bring down inter-
est rates, and thereby reduce the defi-
cit.

Tax increases never do.
History proves that increases actu-

ally poison economic growth while tax
cuts unlock capital, encourage savings.
improve investment, and create jobs,
opportunity, and growth.

Kemp-Roth led to the longest peace-
time economic expansion in history.
Eighteen million jobs were created,
along with four million new businesses.
Family income rose and home owner-
ship boomed as interest rates and infla-
tion fell. At the same time, Treasury
revenues doubled, not because Ameri-
cans were paying a higher percentage
of their income to taxes, but because
Americans had higher incomes.

We must unlock this kind of growth
again. Only by creating an environ-
ment where our economy can expand
can we simultaneously cut the deficit
and meet necessary Government obli-
gations.

Last spring the House passed a 7-year
$354-billion tax reduction package. 76
percent of which, would go to family
relief, and 24 percent to job creation.
The plan offers a $500-a-child tax cred-
it, encourages savings and investment,
and offers other incentives for eco-
nomic growth.

The proposal recently passed by the
Senate Finance Committee cuts taxes
by $245 billion, offers relief for our mid-
dle class—with over 70 percent of the
$245 billion going to families making
less than $75,000 a year—and, like its
House counterpart. contains incentives
that will encourage savings, invest-
ment, capital formation, and business
growth. These provisions mean more
jobs for Americans, greater economic
security for our families. and stability
in our communities.

Of the $245 billion Senate relief pack-
age. a full $223 billion will go to fami-
lies. The remaining $22 billion will
strengthen businesses and lead to in-
creased employment opportunity. It
will also improve America's ability to
compete in the global community, with
other nations that provide their busi-
nesses with strong incentives to com-
pete with us.

The four pillars of both proposals are:
First, a $500 child tax credit; second,
restoration and strengthening of Indi-
vidual Retirement Accounts: third. re-
lief from overbearing estate taxes on
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families and businesses; and, fourth. re-
duction of the top rate of capital gains
on individuals and corporations.

These measures meet our promise to
the American people that in Washing-
ton we will change business as usual.
The current system double-taxes sav-
ings. thwarts investment, hinders pro-
ductivity. increases prices, stifles
wages. and hurts exports. It is complex,
controlled by special interest groups,
and places disincentives on work.

Our proposals represent a major step
toward correcting these deficiencies,
and because we have cut spending, our
bill balances the budget while making
room for tax relief. The House has
acted. Now, the full Senate must pass
the Finance Committee's proposal.
Following a House-Senate conference
to iron Out any differences between the
bills, both Chambers must pass this
historic reform, and the President
must sign it into law.

Americans need relief. Our economy
needs a shot in the arm. Even Bill Clin-
ton has admitted as much. We call on
him to join us in our efforts to unleash
the potential our economy has to move
us into a bold and exciting future.

He admits he made a mistake. Work-
ing together, we can fix it.

Martin Feldstein, former Chairman
of the President's Council of Economic
Advisers and professor of economics at
Harvard University spells Out in a very
livid fashion what the 1993 tax in-
creases really did in an article in The
Wall Street Journal. I request that ar-
ticle be included in the RECORD in its
entirety.

There being no objection, the article
was ordered to be printed in the
RECORD, as follows:

IFrom The Wall Street Journal]
WHAT THE 93 TAX INcREAsEs REALLY DID

(By Martin Feldstein)
President Clinton was right when he re-

cently told business groups in Virginia and
Texas that he had raised taxes too much in
1993, perhaps more so than he realizes. We
now have the first hard evidence on the ef-
fect of the Clinton tax rate increases. The
new data, published by the Internal Revenue
Service, show that the sharp jump in tax
rates raised only one-third as much revenue
as the Clinton administration had predicted.

Because taxpayers responded to the sharp-
ly higher marginal tax rates by reducing
their taxable incomes, the Treasury lost
two-thirds of the extra revenue that would
have been collected if taxpayers had not
changed their behavior. Moreover, while the
Treasury gained less than $6 billion in addi-
tional personal income tax revenue. the dis-
tortions to taxpayers' behavior depressed
their real incomes by nearly $25 billion.

-low IT HAPPENs
To understand how taxpayer behavior

could produce such a large revenue shortfall,
recall that the Clinton plan raised the mar-
ginal personal income tax rate to 36% from
31% on incomes between $140,000 ($115,000 for
single taxpayers) and $250,000. and to 39.6%
on all incomes over $250,000. Relatively small
reductions in taxable income in response to
these sharply higher rates can eliminate
most or all of the additional tax revenue
that would result with no behavioral re-
sponse.

If a couple with $200,000 of taxable income
reduces its income by just 5% in response to



October 26, 1995
the higher tax rate, the Treasury loses more
from the $10000 decline in income ($3100 less
revenue at 31%) than it gains from the high-
er tax rate on the remaining $50,000 of in-
come above the $140,000 floor ($2600 more
revenue at 5%); the net effect is that the
Treasury collects $600 less than it would
have if there had been no tax rate increase.

Similarly, a couple with $400000 of taxable
income would pay $18400 in extra taxes if its
taxable income remained unchanged. But if
that couple responds to the nearly 30% mar-
ginal tax rate increase by cutting its taxable
income by as little as 8%. the Treasury's rev
enue gain would fall 67% to less than $6000.

How can taxpayers reduce their taxable in-
comes in this way? Self-employed taxpayers.
two-earner couples. and senior executives
can reduce their taxable earnings by a com-
bination of working fewer hours, taking
more vacations, and shifting compensation
from taxable cash to untaxed fringe benefits.
Lnvestors can shift from taxable bonds and
high yield stocks to tax exempt bonds and to
stocks with lower dividends. Individuals can
increase tax deductible mortgage borrowing
and raise charitable contributions. (I ignore
reduced realizations of capital gains because
the 1993 tax rate changes did not raise the
top capital gains rate above its previous 28%
level.)

To evaluate the magnitude of the tax-
payers' actual responses. Daniel Feenberg at
the National Bureau of Economic Research
(NBER) and I studied the published IRS esti-
mates of the 1992 and 1993 taxable incomes of
high income taxpayers (i.e.. taxpayers with
adjusted gross incomes over $200,000, cor-
responding to about $140,000 of taxable in-
come). We compared the growth of such in-
comes with the corresponding rise in taxable
incomes for taxpayers with adjusted gross
incomes between $50,000 and $200,000. Since
the latter group did not experience a 1993 tax
rate change. the increase of their taxable in-
comes provides a basis for predicting how
taxable incomes would have increased in the
high income group if its members had not
changed their behavior in response to the
higher post-1992 tax rates. We calculated this
with the help of the NBER's TAXSLM model.
a computer analysis of more than 100,000 ran-
dom, anonymous tax returns provided by the
LRS.

We concluded that the high income tax-
payers reported 8.5% less taxable income in
1993 than they would have if their tax rates
had not increased. This in turn reduced the
additional tax liabilities of the high income
group to less than one-third of what they
would have been if they had not changed
their behavior in response to the higher tax
rates.

This sensitivity of taxable income to mar-
ginal tax rates is quantitatively similar to
the magnitude of the response that I found
when I studied taxpayers' responses to the
tax rate cuts of 1986. It is noteworthy also
that such a strong response to the 1993 tax
increases occurred within the first year. It
would not be surprising if the taxpayer re-
sponses get larger as taxpayers have more
time to adjust to the higher tax rates by re-
tiring earlier, by choosing less demanding
and less remunerative occupations. by buy-
ing larger homes and second homes with new
mortgage deductions. etc.

The 1993 tax law also eliminated the
$135,000 ceiling on the wage and salary in-
come subject to the 2.9% payroll tax for Med-
icare. When this took effect in January 1994.
it raised the tax rate on earnings to 38.9% for
taxpayers with incomes between $140000 and
$250,000 and to 42.5% on incomes above
250,000. Although we will have to wait until
data are available for 1994 to see the effect of
that extra tax rate rise, the evidence for 1993
suggests that taxpayers' responses to the
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higher marginal tax rates would cut personal
income tax revenue by so much that the net
additional revenue for eliminating the ceil-
ing on the payroll tax base would be less
than $1 billion.

All of this stands in sharp contrast to the
official revenue estimates produced by the
staffs of the Treasury and of the Congres-
sional Joint Committee on Taxation before
the 1993 tax legislation was passed, Their es-
timates were based on the self-imposed 'con-
vention" of ignoring the effects of tax rate
changes on the amount that people work and
invest. The combination of that obviously
false assumption and a gross underestimate
of the other ways in which taxpayer behavior
reduces taxable income caused the revenue
estimators at the Treasury to conclude that
taxpayer behavior would reduce the addi-
tional tax revenue raised by the higher rates
by only 7%. In contrast, the actual experi-
ence shows a revenue reduction that is near-
ly 10 times as large as the Treasury staff as-
sumed.

This experience is directly relevant to the
debate about whether Congress should use

dynamic' revenue estimates that take into
account the effect of taxpayer behavior on
tax revenue. The 1993 experience shows that
unless such behavior is taken into account.
the revenue estimates presented to Congress
can grossly overstate the revenue gains from
higher tax rates (and the revenue costs of
lower tax rates). Although the official reve-
nue estimating staffs claim that their esti-
mates are dynamic because they take into
account some taxpayer behavior, the 1993 ex-
perience shows that as a practical matter,
the official estimates are close to being
'static" no-behavioral-response estimates
because they explicitly ignore the effect
taxes on work effort and grossly under esti-
mate the magnitude of other taxpayer re-
sponses.

CURRENT PROPOSALS

In Congress had known in 1993 that raising
top marginal tax rates from 31% to more
than 42% would less than $7 billion a year.
including the payroll tax revenue as well as
the personal income tax revenue, it might
not have been possible for President Clinton
to get the votes to pass his tax increase.

Which brings us back to President Clin-
ton's own statement (half-recanted the next
day) that he raised taxes too much in 1993.
Congress and the president will soon be nego-
tiating about the final shape of the 1995 tax
package. The current congressional tax pro-
posals do nothing to repeal the very harmful
rate increases of 1990. Rolling back both the
personal tax rates and the Medicare payroll
tax base to where they were before 1993
would cost less than $7 billion a year in reve-
nue and would raise real national income by
more than $25 billion. Now that the evidence
is in, Congress and the president should
agree to undo a bad mistake, .

Mr. BUMPERS. I yield the Senator
from Florida 2 minutes.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. GRAHAM. Mr. President, we
have just heard a speech about Change
versus the status quo. This is one place
in which we are all together. This is
the status quo. This is deja vu all over
again. We started this process of saying
that we were going to meet deficit re-
duction targets and committed to the
American people our frugality and our
dedication to their attainment.

We did it under what was called
Gramm-Rudman. And in the years
from 1986 to 1990, those 5 years, we had
deficit-reduction targets for Gramm—
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Rudman that were supposed to bring us
to a balanced budget early in this dec-
ade.

What did it. in fact. bring us? More
enormous deficits. And every year of
Gramm—Rudman, from 1986 to 1990. we
failed to meet the deficit reduction tar-
get. In fact. the total amount of our ex-
cess deficits, deficits beyond the tar-
get. was $201 billion over those 5 years.

Did we change that pattern after
President Bush went to Andrews Air
Force Base and negotiated a new defi-
cit-reduction plan? We did not—in 1991,
1992, 1993, again, failure to meet the
deficit reduction targets in excess of
$150 billion injust those 3 years.

Mr. President, we delude ourselves,
we repeat the status quo. not engage in
change if we are saying that we are
going to give ourselves this tax benefit
before we demonstrate, first, that we
have a serious, credible plan for bal-
ancing the Federal budget that is not
just smoke, mirrors and ideas in the
minds of a few people. but rather con-
crete law that has been passed. signed
by the President and is a firm national
contract and commitment to its at-
tainment, and, second, a period of dem-
onstrated fidelity to that plan and per-
formance under that plan.

I am the grandfather of eight young
boys and girls. I know one thing about
children: They like to eat their dessert
before they will eat their spinach. That
is what we are being asked here to do,
is eat the cake and ice cream before we
have the carrots and peas. I think we
should not go down that path one more
time.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. BUMPERS. Mr. President, I yield
2 minutes to the Senator from Ne-
braska.

Mr. KERREY. The Senator from Ala-
bama's speech was earlier. It was help-
ful. I have to pick up some groceries on
the way home. But I did not find it to
be terribly helpful in this debate, say-
ing that Democrats have no account-
ability. that Democrats are not willing
to make hard choices, that we are for
the politics of the status quo. That is
just bunk.

I just stood Out on the Capitol steps
a little while ago endorsing a Demo-
cratic proposal that balanced the budg-
et in 7 years. making very tough
choices but without this tax cut. And
one of the hard truths that we have to
face right now is, the truth of the mat-
ter is Republicans in America, Mr.
President, not Republicans in this Con-
gress, by the New York Times poll this
morning. Republicans in America op-
pose the tax cut. Indeed, more Demo-
crats in America support the tax cut.
And the most revealing thing of all is
that the lower the income goes of
working people, the more they favor a
tax cut. Unfortunately. they do not
benefit from this tax cut.

Indeed, as a consequence of change in
the earned income tax credit, and ac-
cording to the Republican Joint Tax
Committee, every family under $30,000
will have a tax increase.



S 15756
It is remarkable, Mr. President, in

addition to not needing to Cut taxes,
we have got plenty of tough choices to
make. and I hope we are able to vote in
a bipartisan fashion for tough choices.
that break the status quo of deficit fi-
nancing and move us to a balanced
budget.

But those are not the only goals that
we need to move toward. That is not
the only status quo that we need to
make. We had another million Ameri-
cans that moved into the ranks of the
uninsured in 1994. We have another 1.5
million that will move to be uninsured
in health care as a consequence of what
is happening in the health care indus-
try.

Almost 50 percent of the babies born
in the State of Texas are paid for by
Medicaid, working people. Mr. Presi-
dent, as a consequence of the status
quo. There are lots of changes that
need to be made. I am willing to make
tough votes to change the status quo
and move to a balanced budget, but not
with a $245 billion tax cut that does not
benefit the Americans that need to be
benefited.

Mr. BUMPERS. How much time re-
mains?

The PRESIDING OFFICER. Three
and a half minutes.

Mr. BUMPERS. I yield 2 minutes to
the Senator from Connecticut.

Mr. DODD. Mr. President, I thank my
colleague for yielding.

Mr. President, really what we are
suggesting with this amendment is two
concepts here: It is fiscal responsibility
and equity. I know that there are those
who believe that these tax breaks are
critical. Some, I believe, honestly be-
lieve, I think, this is going to create
some sort of a massive new growth, al-
though there are no studies that I
know of that indicates that is the case
at all. But the cruel, hard facts here,
Mr. President, are that what we are
talking about is a deficit that will in-
crease.

According to the hand-selected head
of the Congressional Budget Office by
our friends on the other side, they have
said this produces a deficit, this pro-
posal, in excess of $93 billion. So for
those who are seeking fiscal respon-
sibility, the inclusion of $245 billion in
tax breaks does not get us there.

So, Mr. President, on the question of
fiscal responsibility, this is irrespon-
sible. On the issue of equity, what we
are doing here with this proposal is we
are taking significant cuts, far beyond
what is needed to restore the integrity
of Medicare or Medicaid, in order to
pay for tax breaks, the bulk of which
go to people at an upper-income cat-
egory and simultaneously increasing
the tax obligation of those people at
the working class category.

If you make $30.000 or less, you have
got a $352 tax increase. That is what is
in this bill. It is in black and white, a
$352 tax increase.

If you are the top 1 percent of income
earners, your tax break is almost
$6000. That is not equitable, Mr. Presi-
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dent. It is not fiscally responsible, and
it is not equitable. And for that reason,
we urge our colleagues to support this
amendment.

The PRESIDING OFFICER. The Sen-
ators time has expired.

Mr. BUMPERS. Mr. President, let me
just close by saying that I can remem-
ber when there were about 10 Repub-
licans last summer who were strongly
opposed to a tax cut until we balanced
the budget. I do not think the majority
leader was very keen for it. And the
Senator from New Mexico, chairman of
the Budget Committee, was devoutly
opposed to it.

So what happened along the way? I
can only conclude that NEWT GINGRICH
said. This is the major part of the
contract. You do not have any choice.
You have got to abandon all economic
reason and sanity and vote for this tax
cut.

It is the height of fiscal irresponsibil-
ity to do it. But even more impor-
tantly, it is a social disaster. It makes
the working people of this country sec-
ond-class citizens. They are in the sec-
ond tier. I do not want to say the idle
rich, but the rich who do not work, who
get their income from the sweat of
somebody else's brow, they are in the
first-class tier.

Mr. President, the real tragedy is the
American people are not asking for
this. If you look at the New York
Times poll this morning, the American
people are strongly opposed to a tax
cut until we balance the budget.

Here is a USA poll taken in Decem-
ber of 1994. Seventy percent of the peo-
ple in this country said, "We want the
budget balanced before you cut taxes."

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. BUMPERS. Mr. President. what
is the parliamentary situation?

The PRESIDING OFFICER. The Sen-
ator from Michigan controls 19 min-
utes. The time has expired on your
side.

Mr. ABRAHAM addressed the Chair,
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President, at

this time, we are prepared to yield
back the remainder of our time. I in-
quire before I do as to whether the Sen-
ator from Nebraska is prepared to pro-
ceed with their next amendment? If
not, until they are ready I will prob-
ably be putting in a quorum call re-
quest without the time running against
either side.

Mr. President, I yield back the re-
mainder of my time. I suggest the ab-
sence of a quorum, and I ask unani-
mous consent that the time not run
against either side.

The PRESIDING OFFICER. Without
objection, it is so ordered. The clerk
will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. ABRAHAM. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. ABRAHAM. Mr. President, at

this time. I yield 5 minutes to the Sen-
ator from Texas, to be taken off our
time on the bill.

The PRESIDING OFFICER. The Sen-
ator from Texas.

Mr. GRAMM. Mr. President. if you
are looking at our budget which is now
before the Senate, it addresses two
basic facts that I believe alarm all
working Americans.

The first fact is that the average
family in America with two little chil-
dren, which in 1950 was sending SI Out
of every $50 it earned to Washington,
DC, is today sending $1 Out of every $4
it earns to Washington, DC. And if over
the next 20 year, we do not start a new
spending program nor eliminate an ex-
isting one, to pay for the Government
we have already committed to will
mean that in 20 years the average
working family in America with two
children will be sending $1 Out of every
$3 they earn to Washington, DC.

Bill Clinton looks at that trend and
says, 'Great, let's accelerate." We look
at it and say, 'It has to be stopped and
it has to be reversed." And that is ex-
actly what we do in our budget.

The second figure is a very simple
fact and it is an alarming fact. A baby
born in America today, if the current
trend of Government spending contin-
ues unabated, will pay $187,000 of taxes
in their working lifetime just to pay
interest on the public debt. That is not
just economic suicide, that is immoral,
and we are determined to stop it.

Here is basically where we are. We
have written a budget that over 7 years
comes into balance. President Clinton
has trumpeted the fact that the deficit
today is down, but he does not show us
that his own budget office shows that
under his budget, and the Congres-
sional Budget Office shows convinc-
ingly. that the deficit now skyrockets
under the Clinton budget. He has sent
us not one but two budgets. and under
both of those budgets, the deficit ex-
plodes.

We have proposed a budget that
achieves balance in 7 years, and now
the President is saying to us that un-
less we increase spending on programs
that we do not need and we cannot af-
ford that the President is going to veto
our budget.

Well, Mr. President, let me say as
one Member of the Senate. there is no
circumstance under which I am going
to go back and rewrite our budget.
There is no circumstance under which I
am going to agree to increase spending,
to continue the deficit spree that
threatens the future of our country and
that threatens the future of our chil-
dren.

We have proposed a budget that cuts
taxes. It gives a $500 tax credit per
child for every working family in
America. What it means is that if we
are successful next year. every working
family in America that pays taxes that
has two children will get to keep $1,000
more of what they earn to invest in
their own children. to invest in their
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own family, to invest in their- own fu-
ture.

Now Bill Clinton says the Govern-
ment can spend the money better than
that family can spend the money. We
reject that. We think history proves
that notion is wrong and we are con-
fident that the people who do the work
and pay the taxes and pull the wagon
in America agree with us.

Our $500 tax credit per child. our
elimination of the marriage penalty
will mean that the average working
family in my State will get to keep
$1,100 more of their hard-earned income
to invest in their own future, to invest
in their own children, and we want that
to happen.

We talk so much about balancing the
budget, but it has been so long since we
have done it that people forget what
the benefits of a balanced budget are.
First of all, since we are balancing the
budget and cutting taxes, the first ben-
efit for a working family with two chil-
dren is they get to keep $1,000 more of
what they earn.

But a balanced Federal budget would
mean on an average mortgage of the
average working family, that their
mortgage payments per year over the
next 20 years would be $1,664 less per
year. In buying a new car every 4 years
and financing it, as most working
Americans have to do, they would pay
$180 less in interest costs for buying
that car every year because we bal-
anced the budget.

Because we will have more growth
when income is going into expanding
the economy. that is $1,385 of income
for every working family.

You add it all up and the average
family in America gains. I repeat.
gains $4,229 a year directly from a bal-
anced budget. It means over 1.75 mil-
lion more jobs annually and reducing
the national debt mortgage on our
grandchildren by $66,000.

This budget is a choice: Do you want
more income, lower interest rates.
higher growth. more jobs, less debt on
your grandchildren and to keep more of
what you earn?

We say. "Yes.' The Democrats say,
'No, Government can do it better."

MOTION TO coMMIT

Mr. BAUCUS. Mr. President, I send a
motion to the desk.

The PRESIDING OFFICER. The
clerk will report the motion.

The assistant legislative clerk read
as follows:

The Senator from Montana lMr. BAUcUS]
moves to commit the bill 5. 1357 to the Com-
mittee on Finance with instructions to re-
port the bill back to the Senate within 3
days (not to include any day the Senate is
not in session) making changes in legislation
within that Committee's jurisdiction to re-
duce revenue reductions attributable to tax
breaks benefiting upper-income taxpayers
over the next seven years in an amount nec-
essary to avoid unfair cuts in Medicare pay-
ments to rural hospitals and other rural
health care providers, to maintain federal
support at the levels recommended by the
President of the United States for federal ag-
riculture and nutrition programs, and to
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maintain levels of federal support for edu-
cation and child care in rural America.

Mr. BAUCUS. Mr. President, r ask
unanimous consent that the time allot-
ted be reduced to 15 minutes. equally
divided.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ABRAHAM. Mr. President, on be-
half of our side, we will agree to that.

Mr. BAUCUS. Mr. President. the
whole country knows about the Medi-
care cuts in this budget. and the
threats they present to rural hospitals
and to health care for seniors.

A lot of people know that a few days
ago, the House Speaker NEWT GINGRICH
called this bill the round one in a long-
term plan to kill Medicare.

Many people know how deeply it will
cut student loans and assistance for el-
ementary and secondary education.

THE 995 FARM BILL

But very few people know that this
year. the budget is also the farm bill. It
will reauthorize all the commodity
programs and the Conservation Re-
serve Program. It will eliminate sev-
eral more. Altogether. for the next 7
years. it sets our national agriculture
policy.

It is supposed to keep rural econo-
mies stable. And it should guarantee
consumers a safe and dependable food
supply at a reasonable price. But on
the Senate floor today. we have some-
thing entirely different.

I am sorry to say it. but laying ev-
erything about Medicare, tax increases
on people making less than $30,000 a
year. education and the rest aside, this
is a terrible farm bill.

WRITTEN IN SEcRET

First, it is partisan. It is a hard-line,
ideological approach to agricultural
policy. not an effort to bring people to-
gether and take the best from every-
one.

Second, it is secretive. It was written
behind closed doors. And very, very few
Americans even know it is up on the
floor today.

At an absolute maximum, the agri-
cultural part of this budget will get a
grand total of 50 minutes for debate. It
is a scandal. but it is not a surprise.
Because if this were my bill. I would
not want to say much about it either.

But in any case, I want to welcome
all my colleagues to the debate on the
1995 farm bill. I imagine the other side
will be awfully quiet. But we're here to
make up for it.

We are going to use these 45 minutes
to tell the truth about the big. gob-
bling, turkey out here on the Senate
floor. And then we'll give the other
folks a second chance.

Our motion to recommit will restore
the traditional, bipartisan approach to
agricultural policy. We can work to-
gether. restore some fairness and mod-
eration. And if we adopt this motion.
our friends on the other side of the
aisle can have something to be proud of
when they go home and talk to their
farmers.
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sEVEN LEAN YEARS TO cOME

If you have read Genesis, chapter 41,
you know the story of Joseph's dream.
He compared the 7 years to come with:

seven kine . . . poor and very ill favoured
and lean-fleshed, such as I never saw in all
the land of Egypt for badness.

These seven ill-favored cattle ate up
the good cattle, just as seven ears of
corn, "withered, thin and blasted with
the east wind" ate up seven good ears
of corn. So Joseph could tell that the
future would bring 7 years of trouble—
7 lean years. in which "all the plenty
shall be forgotten in the land of
Egypt."

Well, we may not be as wise as Jo-
seph. And the days of inspired prophecy
may be gone. But on the other hand, we
have a lot more than a dream to go on.
We have hard facts and numbers. And
these facts and numbers tell us that
our farmers have 7 pretty lean years
ahead.

This bill makes dramatic cuts in
farm supports. which have already been
cut 60 percent in the past decade. If
this turkey survives Thanksgiving of
1995, the year 2002 will see us fund just
half of today's Conservation Reserve
Program. Bad for farmers. bad for hun-
ters. bad for recreation.

The Emergency Livestock Feed As-
sistance Program will end. Our defi-
ciency payments—the safety net our
producers need in tough times—will be
capped. In the very worst years, when
our producers need help most, it won't
be there.

Then look at nutrition. School lunch,
daycare meals. and meals for senior
citizens are all cut. And these are not
surgical strikes—these are repeated
blows with a meat axe.

These cuts affect more than farmers.
They affect all of rural America.
Schools, grocers. bankers, fuel dealers,
equipment and automobile dealerships,
and even our local and county govern-
ments will all feel the pinch.

And we are doing all this at a time
when our competitors in Europe are
not giving up a thing. They already
give their farmers over 10 times the ex-
port subsidies we provide.

This budget cuts the Export En-
hancement Program by 20 percent. and
market promotion by 30 percent. We
will end up exporting less, and that
means lower incomes for farmers.

KEEPING YOUNG PEOPLE OFF THE LAND
Finally, maybe the most painful item

of all. That is the apparent exclusion of
beginning farmers from all these serv-
ices. This spring I went to a lot of high
school graduations in rural Montana.
Places like Geyser, Hobson, Stanford.
Opheim, Harlem and Dodson.

We have some great kids in these
communities. They are looking forward
to a career in agriculture like their
parents. They want to work and pro-
vide for their families on their own
land.

This bill shuts them out and puts
them at a competitive disadvantage.
Combine that with the trouble young
farmers have in obtaining credit, and
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the message they get from this budget
is clear. There is no place for you in
production agriculture. There is no
place for the small family farm in
America.

OUR AMENDMENT: A SECOND CHANcE

Well, we can do better. And with our
amendment, we will do better.

Our amendment is very simple. It
says. go back to the drawing board.
Take it back to the Finance Commit-
tee. Restore some sense and modera-
tion to agricultural policy, nutrition
and our rural economic approach as a
whole. The amendment doesn't dictate
how we should do it. but it gives us a
chance to take a second look and get it
right.

Let us remember the story of Joseph.
He saw the 7 lean years coming. He
told Paraoh about his dream. And
Paraoh listened to Joseph. He changed
his agriculture policy, promoted pro-
duction, and stockpiled corn. And
therefore Egypt got through the 7 lean
years.

We can do the same, if the folks on
the other side will listen, we can take
advantage of this second chance. We
can vote for the motion to recommit,
and come back with a moderate, non-
partisan farm policy that is good for
everyone. I hope it will get the Sen-
ate's support.

Thank you. Mr. President, and I yield
the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. I yield 4 minutes to the
Senator from Illinois.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, there is kind of a joke in Illinois
that goes: Just outside of Chicago,
there's a place called Illinois."

That joke. or that phrase, used in the
tourism industry, is based upon a no-
tion that when people think of Illinois,
they often first think of Chicago, and
the rest of the State is overlooked. And
that part of the State, the part "just
outside of Chicago," is rural. That part
of the State has vital agricultural in-
dustry. That part of the State is where
you will discover more rural commu-
nities than any other State in the Na-
tion except Texas.

In fact, when you discover that fully
half of the 11.5 million people of Illi-
nois live in the places outside of Chi-
cago. that, I think, paints a more accu-
rate picture of what Illinois is about
than what our popular mythology
would lead you to believe.

The reason I mention that, Mr. Presi-
dent, is that what happens in this bill,
in this Reconciliation Act, with regard
to rural programs is, therefore, vitally
important to the State that I was
elected to represent.

I hope always to represent all of that
State and speak to the interests of
rural Illinois—speak to the interests of
what we call downstate as much as any
other part of my State. That part of Il-
linois, just outside of Chicago, is a part
of Illinois that I am determined to see
is not overlooked. But being over-
looked, I think, captures the general
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feelings shared by many rural Ameri-
cans this year when it comes to Fed-
eral dollars and Federal attention this
part of the country needs and deserves.

Mr. President, rural Illinoisans un-
derstand the meaning of shared sac-
rifice. No group of Americans should be
asked to share a disproportionate bur-
den of cuts any more than any other
group. Rural Illinoisans have told me,
and I have been around my State in
town meetings. the deficit reduction
should be a priority for this Congress.
They understand that no Federal pro-
gram should be off limits, that nothing
should be excluded from review, and
that everything should be on the table.

However, they also understand that
shared sacrifice is something that
means everybody. Shared sacrifice is
exactly what this reconciliation bill
fails to accomplish.

Some Americans will see huge and
significant tax cuts from this bill. But
more than half of all Americans. in-
cluding most rural Americans, will see
no tax cut at all. What is more, the net
effect of the overall 'bill is to tighten
the economic vise on rural America.

The $13 billion in farm program cuts
proposed by this bill means that Illi-
nois farmers will lose over three-quar-
ters of a billion dollars in economic
protection. With $113 million in title I
education cuts, rural Illinois loses $3
million at a time when many rural
school districts face a funding crisis.
The cuts proposed for grants and loans
for water and waste disposal programs
mean thousands of rural Americans
will not have access to safe drinking
water.

I understand my time is concluded. I
would like a further minute to finish
up.

Mr. BAUCUS. I yield 30 seconds to
the Senator from Illinois.

Ms. MOSELEY-BRAUN. In closing,
Mr. President, for rural America, this
bill, in fact, is Robin Hood in re-
verse.' The cuts on the rural programs
are needlessly excessive, and given the
fact that the tax breaks called for in
this bill are absolutely inconsistent
with our objective of deficit reduction,
I believe we should recommit this bill
back to the Finance Committee,

Mr. President, just outside of Wash-
ington is a place called rural America,
a place populated by hard-working
Americans who are willing to do their
share—and then some—to achieve real
deficit reduction, but who cannot af-
ford the loss of economic opportunities
this bill entails.

Surely we can do better than this
bill.

Mr. BAUCUS. I yield 2 minutes to the
Senator from Alabama.

Mr. HEFLIN. Mr. President, I want
to talk about safety nets. The policy
relative to agriculture is designed
around a safety net. They have target
price tied to some degree to the cost of
production. This is a policy that has
been established where there is no pay-
ment in good years. When you have a
bad year, you need a safety net.
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The proposal in the House eliminates

the safety net. The proposal in the Sen-
ate puts gaping holes in the safety net
for farmers. The idea of doing away
with farm programs over a period of
time, in my judgment, fails to realize
the calamities, the disasters, that
farmers face. They are subject to
weather, they are subject to foreign
competition, to price changes. all sorts
of disastrous effects that can occur to
the market.

I think we are making a serious mis-
take. We have cut agriculture pro-
grams from $30 million in 1986 down to
$9 million last year. Here we come
along with a $13.7 billion further cut in
agriculture over 7 years. I think it is
too much. We are not doing right by
the farmer. We are doing away with the
policy of safety net.

Mr. WELLSTONE. I yield a minute of
my time to the Senator from Alabama.

Mr. BAUCUS. I yield I minute to the
Senator.

Mr. HEFLIN. I want to mention, also,
the safety net in regard to rural hos-
pitals and the people.

In effect, what we are doing under
the Medicaid and Medicare situation,
we are eliminating a safety net for hos-
pitals for rural America. In my judg-
ment that is a mistake.

Safety nets go across the board. In
my judgment, this bill is wrong in re-
gard to what it does to rural America.

Mr. BAUCUS. I yield 2 minutes to the
Senator from Minnesota.

Mr. WELLSTONE. Mr. President, 2

minutes is hardly any time at all.
Let me just put it to you this way.

This is thoughtless. This is not a farm
bill. It is not agricultural policy. It is
slash and burn. It is $48 billion over the
next 7 years. It plays off children and
nutrition programs against family
farmers, against the environment. It is
a 50-percent cut in the Conservation
Reserve Program, which in my State of
Minnesota and I bet every State, has
brought together those that love Out-
door recreation and the environmental-
ists and the farmers,

This is really, Mr. President, the op-
posite of a careful policy—the very op-
posite of a careful policy. What we
have here is the worst of all worlds—
keep the farm prices low, then have
some subsidy. Have the subsidy in in-
verse relationship to need, with tax-
payers having to pick up the cost.

Mr. President, why do we not under-
stand that rural people are not going
to stay out of sight and out of mind?
Why are we picking on the people that
we think do not have the voice, picking
on the people we think do not have the
power, picking on people who are not
the heavy hitters, not the players, are
not the big contributors.

That is what this is about. We should
not have these tax cuts that go to
wealthy people. We should not have a
Pentagon budget that is $7 billion over
what the Pentagon wanted, and we
should not lavish subsidies on most of
the major large corporations and finan
cial institutions in the country.
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Rural people in Minnesota, the peo-

ple of greater Minnesota, ask for one
thing and one thing only: A fair shake.
There is no fair shake and there is no
fairness to this plan.

That is why I am proud to be an
original cosponsor of this amendment.

Mrs. MURRAY. Mr. President, I rise
to support this motion to recommit. I
am deeply concerned about the Repub-
lican budget proposal and its all-out
assault on rural America. I understand
the need to balance the Federal budget.
In fact. I've supported balanced budg-
ets. But, I do not think we should do it
on the backs of our working families
and farming communities. They de-
serve better treatment than that. Just
because the voice of rural Americans is
not heard as loudly on Capitol Hill as
others does not mean they can be ig-
nored.

This Republican budget attacks rural
communities in my State of Washing-
ton on a number of fronts. Republican
cuts to Medicare will force 157,700 older
and disabled rural Washingtonians to
pay higher premiums and higher
deductibles for a weakened second
class Medicare Program. The cuts will
increase the severe financial pressure
on rural hospitals in Washington. The
average rural hospital will lose $5 mil-
lion in Medicare funding over 7 years,
forcing some to close their doors. In
addition, the American Medical Asso-
ciation has stated that the Medicare
cuts 'will unquestionably cause some
physicians to leave Medicare". Rural
America is already suffering from a
shortage of doctors when compared to
the Nation as a whole and it will only
become worse under this budget. Rural
Americans will be paying more for less.
and that is unacceptable.

In addition, Medicaid cuts will elimi-
nate coverage for children, nursing
home residents, and people in need of
long-term care. As many as 2.2 million
rural Americans. including 1 million
children will be denied medical cov-
erage in 2002 if the Republican plan is
adopted. Gordon Lederer, a farmer in
Latah. WA, sits on the board of direc-
tors of the Tekoa Care Center. Patients
pay $90/day at Tekoa, and Mr. Lederer
said that the board does not know how
the Care Center will continue to pro-
vide service to the community if the
cuts to Medicaid are enacted.

Mr. President. cuts to the earned in-
come tax credit will cripple working
families and their ability to provide for
their children in rural Washington. The
Republican cuts to EITC raise taxes on
49.945 working families in rural Wash-
ingto:n by an average of $388 in 2002. im-
posing a $1.4 billion tax increase on
rural Americans overall. And there's
more.

The 25 percent cut to farm programs
will reduce farm spending in my State
of Washington by $290 million, dras-
tically reducing support for commodity
programs. I am particularly concerned
about the reductions in the loan rate
for wheat. These reductions could
threaten the viability of farms in my
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State. In fact, Ijust heard from Mack
and June Crow, wheat farmers from
Oaksdale, WA. Their son now runs the
family farm and they are deeply con-
cerned about the impacts of the farm
program cuts on their farm's income
and hence, their ability to survive.
Farms are a symbol of American boun-
ty recognized worldwide. They are a
major part of Washington State's ex-
port-based economy. Most importantly,
they are a way of life that roots us and
grounds us in our history and our land.
To balance the budget on the backs of
family farmers is not only unfair, it is
un-American.

Republican cuts to education pro-
grams will deny basic and advanced
skills education to 937 children in rural
Washington. Small town schools in
Washington are already having dif-
ficulty making ends meet. A 17 percent
cut in title I funds will deny these
schools crucial assistance as they
struggle to adequately prepare our
children for the future.

In addition, cuts to rural nutrition,
housing, and transportation programs
as well as cuts to programs designed to
protect the environment and public
health add insult to injury, and will
further undermine our rural Americans
attempts to secure a solid future for
themselves and their children.

Mr. President, this Republican plan
to balance the budget unfairly targets
rural Americans. It burdens them with
far more than their fair share of cuts.
I therefore encourage my colleagues on
both sides of the aisle who care about
rural America to support this motion
to recommit.

Mr. DASCHLE. Mr. President, today
my colleagues and I offer an amend-
ment to the budget reconciliation bill
that reaffirms our commitment to
rural America. This budget before the
Senate today will devastate the hard-
working farmers and ranchers that pro-
vide our Nation's food supply. It will
also decimate the main street busi-
nesses, schools and hospitals that
make up our rural communities. The
agricultural cuts in this budget are too
extreme, are unfair to rural America
and should be restored. Our amend-
ment proposes to do just that.

No one should be fooled. The agricul-
tural provisions in this bill represent
the bulk of the farm bill. Buried in this
2,000-page document is the heart and
soul of agricultural policy for the next
7 years. There were no hearings during
the development of this bill and no op-
portunity for Democratic input. Now
we do not even get a vote on farm pol-
icy. It is all rolled up in this enormous
budget bill. Everyone knows this is not
the way farm bills have been developed
in the past.

This farm bill rips the safety net Out
from under our hard-working producers
by cutting $13.4 billion from farm pro-
grams over the next 7 years. In South
Dakota that translates into a loss of
$460 million for our producers. Nation-
wide net farm income is projected to
decrease over $9 billion over the next 7
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years. Clearly family farmers who are
already disappearing at the rate of 600
per week cannot tolerate this level of
income reduction.

The pain of this budget does not stop
at. the farm gate. It bleeds into our
rural hospitals. Ten to fifteen rural
hospitals are projected to close in
South Dakota if the proposed Medicaidl
Medicare cuts are enacted. Some peo-
ple already have to drive over 50 miles
to reach a hospital or doctor. After this
budget goes into effect they will have
to drive even farther. Add to that the
fact that over 2 million rural residents
nationwide will be denied Medicaid,
and anyone can see that this budget is
a recipe for a health care disaster in
rural America.

The sad truth of this situation is that
it does not have to be this way. This se-
vere level of cuts was required only to
finance the lavish tax breaks for the
wealthiest of Americans who do not
need them. This amendment my col-
leagues and I are offering provides the
opportunity to send the agricultural
provisions back to the drawing board
and to do it right.

Rural Americans deserve better than
what they are getting under this budg-
et. Farmers and ranchers are commit-
ted to balancing the budget as long as
it is done fairly. Reducing farm income
to pay for tax breaks is not remotely
fair. No one is asking for a handout—
only as fair shake. This budget gives
rural America, the very heartland of
the Nation, little more than a cold
shoulder. We can and should do better
than that.

Mr. BAUCUS. Mr. President, I yield 2
minutes to the Senator from North Da-
kota.

Mr. DORGAN. Mr. President. as I
have said previously, this bill is about
choices: 2.000 pages of making choices.

All across this country people got up
this morning and ate breakfast food.
Some ate rice that was crisped, called
rice krispies. Some ate flaked corn,
called corn flakes; wheat that was
puffed, puffed wheat.

It is interesting. We have folks that
raise these crops. They plow and raise
wheat and corn. Down South they raise
rice. Then we have a lot of folks that
process it—the ones that put the crisp
in it. put the flake in it, put the puff in
it.

The big agrifactories have plenty of
reason to smile at this. This bill is a
really nice deal for them: tax cuts.
major advantages.

But, the folks who get up in the
morning and plow, they do not have
much reason to smile. They get big
cuts.

The President said $4.2 billion in
cuts. We agreed to that.

But the Republican majority came
along and more than tripled it. You
cannot write a decent farm program
that way. They painted themselves in
the corner.

So instead of bringing a farm bill to
the floor, which we have always done
before, for the first time in history
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they threw it into a reconciliation bill
and hoped nobody would notice.

Their approach is to say to farmers,
do not worry. If you are a family farm-
er in trouble, move to downtown. That
is their answer.

It is not an answer for North Dakota,
in my judgment. A lot of farm families
rely on us writing a decent family farm
program. These people work hard, and
all they are asking for is a fair shake.

We ought not to ask them to bear the
entire burden of all the budget cuts.
They have had a 60 percent cut in sup-
port prices alone in recent years. Now
we are told to take a much higher pro-
portion of cuts than virtually any
other area of the Federal budget.

Frankly, it is not fair and it is not
right. It ought not be done.

Mr. BAUCUS. I yield 3 minutes to the
Senator from Vermont.

Mr. LEAHY. Mr. President. 2 weeks
ago I spent a crisp Monday morning at
Claude Bourbeau's farm in St. Albans,
VT, with Secretary Dan Glickman and
a number of Vermont dairy farmers. I
wanted to give him a chance to visit
with some hard-working honest folks
who will be severely affected by this
budget bill.

Many of those farmers are concerned
about this budget. I am too. I told the
farmers that they lose thousands of
dollars a year in revenue under the
Senate Republican plan.

I asked the farmers, "Which of you
could afford a cut like that? Not a
single hand went up.

It turns Out that I was underestimat-
ing the impact when I was in Vermont.
Just this morning, the Food and Agri-
cultural Policy Research Institute and
Texas A&M University released a new
study.

This new, independent study says
that under the Senate Republican plan,
a typical 70-cow dairy farmer in Ver-
mont would see net cash income fall by
$9,050—from $31,120 to $22070—in the
next year. The House Republican plan
is even worse—it would cost a typical
farmer $17,850. Farm income would de-
cline from $31,120 in 1995 to $13,270 in
1996. Under these plans, typical dairy
farmers will lose 30 to 60 percent of
their annual incomes. These farmers
are already working dawn to dusk just
to get by.

These numbers are consistent with a
new analysis that USDA released a
couple of days ago.

When those farmers in St. Albans
hear how bad these cuts are, they will
be stunned.

This budget is a war on rural Amer-
ica in many ways.

Over 27000 working families in Ver-
mont alone will see their taxes in-
crease because the Republicans are
scaling back the earned income tax
credit.

The typical rural hospital will lose $5
million a year or more in Medicare. In
rural Vermont, doctors and hospitals
will lose $290 million in Medicare
funds. I am afraid that doctors will
simply abandon the small towns.
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Schools in rural Vermdnt will lose

$1.2 million in education funding. Our
schools cannot afford that kind of hit.

Republicans want to create giant tax
breaks for rich people and big corpora-
tions. The average rural family is not
wealthy enough to benefit from the Re-
publican budget. In Vermont. 63 per-
cent of taxpayers earn less than
$30,000—those are the people who will
see their taxes increase.

According to Congressional Research
Service, over half of all heads of house-
holds working in the agricultural sec-
tor qualify for the earned income tax
credit, which Republicans cut.

In 1994. 328,000 farm families qualified
for the EITC. Many of these were farm
laborers, but 100,000 were farm opera-
tors and managers. Over one-third of
all farm operators and managers na-
tionwide will see their taxes increase
under this Republican budget.

This Nation's farmers are struggling.
and this budget says to them, 'Tough
luck."

The Finance Committee cut the EITC
but it passed over $200 billion in tax
breaks. Most of those tax breaks will
benefit families earning over $100,000 a
year. Only 3 percent of rural house-
holds earn that kind of money.

Several Senators addressed the
Chair.

Mr. BAUCUS. Mr. President, how
much time remains?

The PRESIDING OFFICER. Four
minutes.

Mr. BAUCUS. I yield to the Senator
from North Dakota.

Mr. CONRAD. Mr. President, this
plan for rural America is the equiva-
lent of dropping a neutron bomb in the
middle of rural America. Remember
the neutron bomb? That is where the
buildings remain standing but the peo-
ple are gone. That is what will happen
in much of rural America if this farm
plan and this plan for rural America
ever becomes law.

The Republican plan would force
farmers off the land. In a low-price
year, it would mean a 60 percent reduc-
tion in net returns to farmers in my
State. It would close hospitals in rural
areas. The hospital association in my
State has just done a survey and they
say 26 of the 30 rural hospitals in North
Dakota would go to negative returns
on their Medicare patients. It would
shutter nursing homes and represents
unilateral disarmament in the world
trade battle over agricultural trade.

We would pull the rug out from our
producers at the very time our com-
petitors are already supporting their
farmers at a level three times ours.
That would be a profound mistake, not
only for the rural parts of this country
but for the trade balance of the United
States.

Agriculture is one of the two areas in
which we still enjoy a substantial trade
surplus. We ought not to wave the
white flag of surrender in this trade
fight. We would never do it in a mili-
tary confrontation. We should not do it
in a trade battle.
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The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. Mr. President, at

this time I yield 5 minutes to the Sen-
ator from Iowa.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, obvi-
ously I rise to oppose the motion that
is before us. It may be well intended,
but let me tell you, the simple truth is
that this amendment will hurt the very
people. the very rural America, and the
very family farms that, according to
their statements, it is intended to help.

People on the other side of the aisle
probably do not intend it this way. but
the fact of the matter is, with their tax
policy, they do not believe in taxation,
they believe in confiscation. Because.
when you leave high estate taxes, when
you leave high capital gains taxes and
the impact of inflation on each, you
are in a situation where, when you tax
inflation, it is confiscation and not
taxation.

The estate tax laws, the way they
are—and they have not been changed
for IS years; the capital gains tax laws,
and they have not been changed since
1986—are tying up a lot of property in
rural America that will not move be-
cause people are not going to pay con-
fiscatory. high rates of taxation. One
sure thing, if you do not need the in-
come and you do not have to sell, you
are not going to sell and give it all to
the Federal Treasury, because in most
of the farms of America. the lifetime of
savings is tied up just to create an in-
come and ajob for one family.

So, if you want to help rural Amer-
ica, we have to transfer the property
from one generation to another, and I
do not know how you are going to do
that if you do not do it by increasing
the exemption and encouraging people
to sell their property.

People suggest what we are doing in
this reconciliation bill on farm policy
is wrong.

The fact is that the President's budg-
et is not good for agriculture because it
does not achieve balance in the next 7
years.

The Food and Agriculture Policy Re-
search Institute ran some numbers on
the impact of a balanced budget on
farm income. They estimate that by
the year 2002. under a balanced budget
scenario, farmers will save $2.3 billion
per year due to expected reductions in
interest rates. It is important to note
that farming is a very capital-intensive
industry and benefits greatly from low
interest rates.

Furthermore, FAPRI's preliminary
numbers indicate that farmers' cash
flow will increase $300 million per year
due to the increased economic activity
resulting from the balanced budget.

So the net positive impact on farm
income from a balanced budget will be
$2.6 billion per year. This gain will be
lost if we adopt the Presidents budget
numbers.

Mr. President. another vital point
that my Democratic colleagues fail to
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mention is that their doomsday num-
bers on agriculture assume that the
cuts will be made to the program as it
is currently structured. They would
want you to believe that the Repub-
licans are taking $13.4 billion Out of
farmer's pockets.

This assumption reveals a lack of un-
derstanding about how farm programs
work and a failure to recognize the im-
portant reforms contained in this bill.
The next farm bill will significantly re-
duce the regulatory burden on farmers.
allow farmers to plant for the market-
place, and continue to aggressively
promote new markets and new uses for
agriculture commodities.

Specifically, farmers will no longer
be required to idle productive land be-
cause of a mandate from Washington.
Furthermore, farmers will have the
flexibility to produce whatever com-
modity they chose in response to mar-
ket signals. These reform measures.
along with reducing the regulatory
burden and finding new markets for
our products, will lead to an increase
in farm income in the future.

It is true that Government payments
to farmers will be reduced. But the fu-
ture of U.S. agriculture must rest on
the ability of farmers to earn income
from the marketplace. The reforms to
the farm programs contained in this
budget reconciliation package achieve
this goal and will allow our farmers to
flourish.

So I urge you to vote against this
motion. I yield the floor and yield the
remainder of my time.

The PRESIDING OFFICER (Mr.
C&IG). Who yields time?

Mr. COVERDELL. Mr. President, I
yield 5 minutes to the Senator from
Wyoming.

The PRESIDING OFFICER. The Sen-
ator from Wyoming.

Mr. ThOMAS. Mr. President. we have
moved away again a little bit and have
gone into posturing this afternoon. I
guess not unusually. There has been a
good deal of misinformation floating
around this budget and its effect on
rural areas with respect to health care.
Contrary to what we have heard, there
are several provisions designed to re-
cruit providers and to ensure that 24-
hour emergency care is available,
which we have not had in my State,
even though the Senator from Montana
has had some in his.

It is interesting, also. that several of
the provisions talked about here my
friends on the other side of the aisle
supported last year when they were in
the Clinton health care plan—reducing
the updates for inpatient hospital serv-
ices, section 4101. The Republican plan
does not apply 2 percent reductions to
all hospitals like the Clinton health
care plan did. Rather, it receives the 1
percent reduction.

The copayment for health care serv-
ices—this is a fee we have heard a great
deal about—somehow it was not as dev-
astating last year when it was in Clin-
ton health care plan. section 4134.

But. happily. there are a number of
provisions that are most helpful. One is
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the limited services hospitals. Frankly.
there are going to be a continuing
number of these in rural areas. With
hospitals that are built relatively close
together. you simply cannot support
the hospital as a coservice hospital be-
cause there is not enough utilization.
And we have had some experience with
this. Under this bill, they can be reor-
ganized and downsized into emergency
rooms, or stabilizing facilities, and be
reimbursed by HCFA—that is a very
important change—so that you will
have the facility in the town that can-
not afford to have a full-blown hos
pital.

Medicare-dependent hospitals. The
Clinton 1993 budget let this program
expire. but the Republican plan rein-
states it. The purpose is to assist high
Medicare patient loads in Iowa. Wis-
consin. Kansas, and other Midwest
States. But it also has the extension of
the sole community hospital. The Re-
publican plan plans to extend these
special payments to hospitals that
have 50 beds or less and are 35 miles or
more away from the nearest hospital.
Wyoming. Montana. Idaho. and other
Rocky Mountain States receive the
most money.

Medicare HMO payments. It intends
to put these on an equal footing and to
put some parity in these payments.
These HMO payments in Medicare were
based on the fee-for-service history. In
one instance. in Bronx County in New
York. the payment was $678 a month as
opposed to South Dakota where it was
$177. We need to find some equity in
that. This program does that.

Medicare bonus payments, payments
to primary care physicians to help hold
primary care providers in rural areas, a
10- to 20-percent increase there if they
practice in health care professional
shortage areas.

These are the things that are in this
bill to help rural health areas. Specifi-
cally. we have been working on it for
several years with our rural health
caucus, both in the House and in the
Senate.

Telemedicine grants. We are going to
find that we can save a great deal of
money and provide better services by
using telemedicine. There are some
grants here that allow for that to be
developed as well as to develop systems
within rural States to deliver services.

So. Mr. President. contrary to what
we have been hearing for the last few
minutes. there are some substantial
rural health additions to assist in de-
livering rural health services.

I urge the defeat of this amendment.
I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Montana.
Mr. BAUCUS. Mr. President. I yield

now to our distinguished leader in agri-
culture, a strong spokesman in our
country for agriculture. I yield 2'/2 min-
utes and to the Senator from Iowa.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

S 15761
Mr. BAUCUS. I yield the remaining

time.
Mr. HARKIN. Mr. President. I thank

the Senator for yielding.
Mr. President, in times past. when

rural America was hit with droughts or
floods, we brought disaster bills to the
floor of the Congress. These bills were
to ease the suffering of rural commu-
nities in hard times and to help stop
disasters.

Yesterday morning we were handed
this. a brand new 2,000-page disaster
bill. But this bill does not cure a disas-
ter in rural America: it provokes one.
This is a disaster bill for agriculture.
We were supposed to have a farm bill
this year with a full debate on a sound
food and agriculture policy for the Na-
tion. Instead. agriculture has now been
slipped into these 2.000 pages—I bet no
one has really read the darned thing—
and we have had no opportunity for
real debate or amendments.

Once again, agriculture is being
forced to take unfair and unreasonable
cuts amounting to 25 percent over the
next 7 years —even though agriculture
has already been reduced significantly
and commodity programs amount to
about one-half of 1 percent of the budg-
et. One-half of 1 percent. but commod-
ity programs take a 25 percent cut over
the next 7 years. Tell me if that is fair.

This is a disaster bill for rural health
care. We all know that access to qual-
ity. affordable health care in rural
communities has been a serious prob-
lem for years—especially for seniors.
This disaster bill. with its drastic Med-
icare cuts. makes it even worse in rural
America.

This is a disaster bill for Americas
farm families. who are already having
a tough time making ends meet. Net
farm income in real dollar terms will
be at its lowest level this year since
1986. in the depths of the farm crisis.
This disaster bill makes it worse by
lowering farm income another $9 bil-
lion. according to USDA estimates.

The PRESIDING OFFICER. The Sen-
ators time has expired.

The majority controls 15 minutes 30
seconds.

Who yields time?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. I

think we are in the process of trying to
work Out a unanimous-consent agree-
ment that will start us voting. So I am
going to suggest the absence of a
quorum.

Mr. HARKIN. May I finish my state-
ment? May I have enough time to fin-
ish my statement?

Mr. DOMENICI. How long does the
Senator wish to speak?

Mr. HARKIN. For a minute and a
half. I was on a roll. and I did not want
to stop.

Mr. DOMENICI. Of course: 2 minutes.
Can the Senator pick up the roll?

Mr. HARKIN. I will pick up the roll.
The PRESIDING OFFICER. The Sen-

ator from Iowa is yielded 2 minutes.
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Mr. HARKIN. I thank the chairman

for yielding me an additional amount
of time because I did want to make an-
other point—that this 2.000-page bill
really destroys our basic commodity
programs that we have had to put a
safety net under our farm families. It
puts a hard cap on deficiency payment
rates, doubles the percentage of unpaid
base acreage and decimates USDA's
ability to respond to price-depressing
surpluses.

What if commodity prices and farm
income fall as they did in the 1980s?
Under this disaster bill, if corn prices
fall to $2 a bushel an Iowa farmer with
a 350-acre corn base—which is a modest
size—would lose over $10,000 of income
protection compared to the current
farm bill. And, if corn prices fell to
$1.80 a bushel, which is not Out of the
question, that farmer would lose over
$17,000 in income protection compared
to what we have now in the law.

Also, this is a disaster bill for hungry
kids. The nutrition cuts in this bill are
excessive and unsupportable. It is un-
conscionable that this bill is cutting
our commitment to school lunches.
school breakfasts, summer meals, and
the special milk program.

Mr. President, these drastic cuts to
rural America are driven by ideology
and not by common sense. They are un-
fair, unreasonable, and unconscionable.

Enough is enough. Rural America is
already paying its fair share for deficit
reduction. So this amendment offered
by the Senator from Montana is to
send this disaster bill back to the Fi-
nance Committee with instructions to
pare back the upper income tax wind-
falls, and to reduce the assault on rural
America.

It is time. Mr. President. to put com-
mon sense ahead of ideology and to put
the interests of rural communities over
the interests of a privileged few.

The PRESIDING OFFICER. The Sen-
ators time has expired.

Mr. COVERDELL. Mr. President. our
side yields back its time, and I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. President. I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

UNANIMOUs-cONsENT AGREEMENT
Mr. DOLE. I have been informed by

Senator DASCHLE. the Democratic lead-
er. that they will limit their amend-
ments that they will offer after all
time has expired, and with that com-
mitment I now ask unanimous consent
that all first-degree amendments pend-
ing to motions to recommit and all
pending second-degree amendments be
withdrawn.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. DOLE. This will leave the follow-
ing issues that need to be disposed of
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by rollcall votes that have been de-
bated yesterday and up to this point
today: The Rockefeller motion con-
cerning Medicare. followed by the
Abraham amendment concerning Medi-
care fraud, and the Bradley motion
concerning EITC: the Graham, of Flor-
ida. motion concerning Medicaid; Ken-
nedy amendment concerning edu-
cation: Bumpers motion concerning
deficit reduction: Baucus motion con-
cerning rural restoration.

Therefore, I ask unanimous consent
that all votes in this sequence after the
first vote be limited to 10 minutes in
length, with 2 minutes for explanation
between each vote to be equally di-
vided in the usual form.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. DOLE. I further ask that Senator
KASSEBAUM or her designee now be rec-
ognized to offer a first-degree amend-
ment concerning education and the
time be limited to 10 minutes equally
divided in the usual form, with no
amendments in order to the amend-
ment, and the vote occur immediately
following the vote on or in relation to
the Kennedy amendment in the voting
sequence.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. DOLE. I further ask unanimous
consent that the next 10 Republican
amendments and the next 10 Demo-
cratic amendments be limited to 10
minutes equally divided in the usual
form, with no amendments in order to
any of the next 20 amendments offered.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. DOLE. Let me explain to our col-
league where we go after the voting se-
quence that will occur after 10 minutes
of debate by Senator KASSEBAUM or her
designee. Republicans will be entitled
to offer the next three amendments in
a row as a result of a previous agree-
ment. Then each side will alternate
until the remaining amendments, lim-
ited to 10 minutes each, have been de-
bated.

The Senate will then begin voting on
those debated amendments, and then
begin voting on all amendments Mem-
bers are going to offer which would
have no debate time. We would just
offer it. There will be a little expla-
nation. It will be the majority leader's
intention to keep the Senate in until
approximately midnight tonight and
resume the voting sequence until con-
cluded on Friday.

We could vary a little bit either way
this evening depending on how much
progress we make. And I have discussed
this with the Democratic leader. It is
our hope that we could finish voting
and have final passage by midafternoon
tomorrow. That will depend, of course.
on whether Members on the other side
feel compelled to continue to offer
amendment after amendment after
amendment when all time has expired.
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But that will be determined later. And
I thank the Democratic leader for his
cooperation.

I will be happy to yield to the Sen-
ator from South Dakota.

The PRESIDING OFFICER. The mi-
nority leader.

Mr. DASCHLE. I thank the majority
leader for that explanation, and that is
in keeping with our agreement. We
have three tiers of amendments. We
have just completed our work on the
first tier, for which now there will be
votes, without second-degree amend-
ments.

Once those votes have been com-
pleted, we will go to the second tier,
for which there will be debate of up to
10 minutes on either side. I should say
10 minutes total for 10 amendments on
the Democratic side and 10 amend-
ments on the Republican side.

That will then expire all of the time.
We will then go to the third tier of
amendments for which there will be no
time, and we will encourage Senators
to write the purpose of their amend-
ments clearly enough to allow the
clerk to read the purpose and give us
the opportunity then to vote.

We would also expect that on occa-
sion the managers might find the need
to explain a particular amendment.
But there would be no time for discus-
sion of that third tier set of amend-
ments.

I think this is a very good agree-
ment. It is what we had hoped to
achieve now for some time. I appre-
ciate the cooperation of all of our col-
leagues on both sides of the aisle. I
think this will allow us to accommo-
date our work and accommodate many
of the priorities we have been talking
about now for several hours.

Mr. DOLE. Mr. President, I just say
to my colleagues this would not be a
good day to be absent. Neither will to-
morrow be a good day to be absent. I
assume there will be anywhere from 40
to 60 votes between now and tomorrow
afternoon.

Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Montana.
Mr. BAUCUS. May I inquire of the

majority leader when the vote on the
Bumpers deficit reduction amendment
and Baucus rural restoration amend-
ments will occur. I was a little bit con-
fused as I listened to the leader read
the list and then say the Kassebaum
amendment would come up after the
Kennedy amendment. There was an
ambiguous point as to when the vote
on the Bumpers amendment and vote
on the Baucus amendment would
occur.

Mr. DOLE. They will occur after the
Kassebaum amendment or her des-
ignee. So it will be KASSEBAUM or her
designee, then BUMPERS, then BAUCUS.

Mr. BAUCUS. And then the other sec-
ond-tier amendments?

Mr. DOLE. Then second-tier amend-
ments. And then third-tier amend-
ments. which we hope will find a way
to the wastebasket.



October 26, 1995
Mr. DASCHLE. Mr. President. just

one clarification. I ask the majority
leader. I would expect that we will vote
en bloc on the second tier. I wonder if
it would not be appropriate to have a
minute. 30 seconds on a side, just to re-
mind everybody what that series of
second-tier votes are prior to the time
we vote. We may have done that. I do
not have the agreement in front of me.
We are going to do that on the first
tier with 2 minutes on a side. We vote
on the second tier and have 30 seconds
on a side just to be sure people under-
stand.

Mr. DOLE. I so amend my request.
The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. DOLE. One minute equally di-

vided.
The PRESIDING OFFICER. One

minute equally divided.
Mr. DOLE. Divided very quickly.
Mr. DASCHLE. That is right.
Mr. DOMENICI. Could I ask a ques-

tion?
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. We have agreed to

this, have we not?
The PRESIDING OFFICER. Yes.
Mr. DOMENICI. Could I ask, yester-

day. when the Abraham amendment
was being discussed on fraud and abuse,
we heard a comment from your side
that it would be accepted. If that is
still the case, we can just save a little
bit of time. We are up against time
constraints. I wonder if that is still the
case.

Mr. DASCHLE. I would want to con-
sult with our ranking member. It is my
understanding we would be able to ac-
cept it, but let me confirm that after
consultation.

Mr. DOMENICI. In any event, we are
not precluding that and if the Senator
could find that out, we would save a
little bit of time.

Mr. President, I am informed that
the other side ought not work too hard
on that request. It may be that we do
not want you to say yes to our request.

Mr. 'DASCHLE. Mr. President, I
would ask that the quorum call not be
taken from either side as it relates to
the time available on the bill, and I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
quorum call at this time will not be
charged.

Mr. DOMENICI. It would not be be-
cause a vote is pending in any event.
We arejust following the rules?

The PRESIDING OFFICER. The Sen-
ator from New Mexico is correct.

The absence of a quorum has been
noted. The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DASCHLE. Mr. President, I ask
unanimous consent that the quorum
call be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DASCHLE. I yield 3 minutes to
the distinguished Senator from Hawaii
off the bill.
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The PRESIDING OFFICER. The Sen-

ator from Hawaii has been yielded 3
minutes.

Mr. AKAKA. Mr. President. I rise to
express my deep concern about the pro-
visions in the reconciliation bill relat-
ing to Medicare and Medicaid. In my
judgment. the proposals are a danger
to the health of millions of Americans.
House and Senate Republicans have
called for a reduction of roughly $450
billion in health care expenditures over
the next 7 years.

They argue that they are merely re-
ducing program growth, not cutting
Medicare. But the facts tell us a dif-
ferent story. We have very good esti-
mates of what it will cost to fund the
Medicare program over the next 7

years. The fact is that more people will
become eligible and we will continue to
have health care inflation.

The Republican proposal would cut
Medicare below both the medical infla-
tion rate and the private sector rate by
cutting $270 billion, for tax breaks,
from what is needed to fund the Medi-
care program. We are not just scaling
back Medicare, we are eroding its foun-
dation.

Medicare experts estimate that keep-
ing part A solvent through the year
2006 requires $89 billion in cuts, not the
$270 billion called for under the GOP
proposal. Those who want to cut Medi-
care argue that cuts are necessary to
get us to a balanced budget in 7 years.
That puzzles me.

If the objective of this bill is to bal-
ance the budget. why are we simulta-
neously considering a plan to cut taxes
by $245 billion over the same period?
Clearly, the vast majority of the cuts
are not needed to keep Medicare sol-
vent. but are needed to pay for new tax
breaks.

I am deeply concerned about the size
of the Medicare and Medicaid cuts, and
the fact that the savings will be di-
verted to provide tax breaks for the
wealthy. But my foremost concern is
the impact these proposals will have on
the poor, elderly, and the disabled who
will be drastically hurt.

Under the Republican proposal, Medi-
care premiums and deductibles will in-
crease, and the quality and availability
of care will be seriously compromised.
Seventy-five and eighty-five percent of
Medicare beneficiaries have incomes
under $25,000, and the increase in out-
of-pocket costs could make Medicare
coverage unaffordable for many. Fur-
thermore. the portion of cuts that do
not fall on beneficiaries directly will be
borne by the providers who deliver
Medicare services. These cuts will be
shifted to the rest of the population in
the form of higher medical bills and
higher health insurance costs.

I would also like to discuss briefly
the provisions of the bill pertaining to
the Medicaid Program. In addition to
cutting $182 billion in Medicaid over 7
years. the proposal before us replaces
the current Medicaid Program with a
block grant capped at fixed dollar
amounts each year. The bill would
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offer only minimal coverage and bene-
fits, eliminate all Federal Standards
for providers and delivery systems. and
abolish the Federal standards set for
nursing homes and institutions caring
for the mentally retarded.

In 1987. national standards for nurs-
ing home care were established with
broad bipartisan support. These stand-
ards were designed to protect nursing
home patients because of the horren-
dous treatment many were receiving
and because State regulations were in-
adequate. Yet the Republican plan to
cut Medicaid by $182 billion contains a
provision repealing the national stand-
ards for nursing homes, even though
these standards have improved care
substantially.

Mr. President, we all agree that we
must balance the Federal budget. How-
ever, we must do it the right way. We
must ensure a basic safety net and
make adequate investments for the fu-
ture. I question the priorities set forth
in this legislation. This bill does not
safeguard health care for our Nation's
elderly, poor, or disabled; it does not
ensure proper care of vulnerable people
in nursing homes; and it certainly does
not make adequate investments in our
future.

Mr. President, I sincerely hope that
we recognize the tremendous benefits
these programs have made in our soci-
ety and urge that we continue the fight
for dignity and security for our Na-
tion's most vulnerable as we work to
balance the Federal budget.

I yield the floor.
Mr. LEAHY. Mr. President. this

budget bill is a raw deal for Vermont.
It makes deep and unnecessary cuts in
Medicaid, Medicare, student loans, and
dairy programs that will devastate our
economy for years to come. And it will
raises taxes on 63 percent of working
Vermont families. This is the wrong
way to try to balance the budget.

This bill cuts Medicaid by $182 billion
over the next 7 years and turns this
vital program into a block grant to the
States. Over the next 7 years. these
cuts will reduce Federal Medicaid pay-
ments to Vermont by $205 million. This
plan defaults on our guarantee that
seniors would receive health care as-
sistance when they need it the most.

Vermont's acceptance of this enor-
mous responsibility would leave the
State hundreds of millions of dollars
short of funds to provide necessary
health care over the next 7 years.

The plan also eliminates require-
ments for nursing homes to provide
proper health standards, a loophole
that will be seized by some to lower the
quality of care and life in these institu-
tions.

It is not an easy decision to place a
parent or a spouse in a nursing home,
but often it is the only alternative to
ensure that they get proper care. And
it will be even more difficult if the Re-
publican plan prevails.

The bill cuts Medicare by $270 billion
over the next 7 years. It will cut pay-
ment rates to providers and hospitals.
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make seniors pay higher premiums and
increase deductibles. Vermont will lose
$356 million in Medicare payments over
the next 7 years. losing $88 million in
2002 alone.

In Vermont. 73 percent of our elderly
population have incomes of less than
$15000. And 1 dollar of every 5 dollars
of that fixed income is spent on health
care. Yet Republicans are cutting Med-
icare and Medicaid to finance tax cuts
that will mostly benefit Americans
making over $100000 a year—less than 3
percent of Vermonters make that kind
of money.

Republicans have the gall to tell us
that these massive cuts are supposed to

preserve, protect and strengthen Med-
icare.• I think William Wells of Rut-
land. Vermont, who recently wrote to
me. had the right response to this
claim.

With true Vermont common sense,
Mr. Wells wrote: I have heard politi-
cians say they want to save Medi-
care. Their way of saving Medicare is
like a hunter saving a moose by
shooting it and having it mounted by a
taxidermist. It is still there but no
longer functional.

Let us be honest with the American
people. Congress can balance the Medi-
care budget and keep the system sol-
vent—but the cuts must be gradual and
spread over a longer period of time.

For 30 years. Medicare and Medicaid
have contributed greatly to the decline
in poverty and improved the health of
seniors in America. We are now asked
to turn our backs on the elderly and
distribute the 'savings" among our
wealthiest citizens.

Mr. President. I will oppose any plan
that attempts to dismantle the health
care delivery system that has served
our Nations seniors so well.

This bill also makes short-sighted
cuts in education. It cuts student loan
programs by $10 billion over the next 7
years. Students will be hit with 70 per-
cent of these cuts—increasing the costs
to the 20,000 Vermonters receiving
higher education and their families by
at least $5.800 over the life of a student
loan. Because of rising tuition costs,
Congress should be working to make
education more affordable—not less

These additional financial burdens
will discourage many students to con-
tinue their education after high school.
The Contract With America has sealed
the fate of the next generation of
Americans. They may never have the
chance of post-high-school training or
a college education—the key to a bet-
ter payingjob.

This bill also makes deep cuts in our
dairy program. The Senate plan scraps
the price support system for butter and
nonfat milk and sharply limits the
price supports for cheese. Under the
bill, the average Vermont dairy farm
will lose more than $7.000 a year in rev-
enue. These dairy cuts will deal an-
other blow to Vermont's dwindling
family farms.

At a time when many working Ver-
monters are struggling to make ends
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meet, the Senate Republican budget
would hike Federal taxes on low- and
moderate-income families by cutting
$43 billion from the earned income tax
credit—a program that rewards work
and compensates for low-wages.

This Federal tax increase will also
raise State taxes in seven states, in-
cluding Vermont, that have a State
earned income tax credit tied to the
federal credit. As a result. 27000 Ver-
mont working families earning less
than $30000 a year—about 63 percent of
Vermont taxpayers—will be forced to
pay higher taxes. This is a double
whammy on working families.

Mr. President. this budget bill is a
raw deal for Vermont. It will leave my
home State in an economy crisis for
years to come. And I will urge the
President to veto it.

Mr. HATFIELD. Mr. President, the
Balanced Budget Reconciliation Act of
1995 is proof that this Congress is will-
ing to make the difficult decisions that
are needed to balance our Federal
budget. That there is agreement be-
tween Congress and the executive
branch, between Republicans and
Democrats, and between the House of
Representatives and the Senate, of the
need to balance the budget at a date
certain is a victory in and of itself.
While we may not all agree on how to
accomplish that feat, we are at least
all proceeding toward a common goal.

This legislation continues the effort
that is already underway in the Appro.
priations Committee to balance the
budget. To date the Appropriations
Committee has reduced Federal spend-
ing by $24 billion. My colleagues who
have worked to put this legislation to-
gether know full well that reducing
spending is not an easy task. However.
given the size of the national debt, all
members know that we must act now
and make those tough choices.

The prime example that we are ready
to make tough choices is proven in this
bill's attempt to reign in the expo-
nential growth in entitlement spend-
ing. Earlier this year I stated on this
floor that I was sobered by the demise
of the Bipartisan Commission on Enti-
tlements and Tax Reform. The Com-
mission was unable to agree on a spe-
cific set of recommendations on how to
address the issue of continued entitle-
ment growth. I am very happy that the
taboo of reforming entitlements may
finally be gone. Entitlement spending
will continue to grow from 49 percent
of the Federal budget in 1995 to 59 per-
cent of the total budget in 2002. Based
on these numbers it is clear the enti-
tlement beast has not been slain, but
at least the Balanced Budget Rec-
onciliation Act of 1995 takes us in the
right direction on the entitlement
issue,

Like many Members in this chamber,
I have some disagreements with the
spending decisions in this legislation
ad drafted. One of those areas of dis-
agreement relates to the $11 billion re-
duction in education spending over 7
years. Some members have argued that
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this cut is small in comparison to total
spending in this area, or that the im-
pact is painless on a per person basis.
What these arguments fail to consider
is the critical role education plays in
the success of the Nation's children,
the success of this Nation's industries,
and the success of this Nation's stand-
ing in the world community. Education
is an investment in the future. The
Senate would be shortsighted to cut
this investment short. I plan to work
with my colleagues to ensure that this
provision can be fixed before the Sen-
ate finishes its work on this legisla-
tion.

I am also concerned that this legisla-
tion deals a blow to States that have
been innovative in addressing the rise
in health care costs. The State of Or-
egon began an experiment in 1994 to ex-
pand health care coverage to more Or-
egonians. The Oregon Health Plan, as
it is known, has increased access to
basic health care to more than 120,000
low-income Oregonians. This has been
accomplished by making rational
choices about the effectiveness of
health care services and making the
delivery system more efficient. Al-
ready Oregon has seen significant re-
sults. Our costs per beneficiary are 10
percent less than the national average:
hospital charity care has decreased by
30 percent; emergency room visits are
down by over 5 percent; and our welfare
caseloads have decreased by 8 percent
in the past year. Unfortunately the leg-
islation before the Senate would inad-
vertently penalize Oregon for being in-
novative in its delivery of medical
services. I am working with the leader-
ship to ensure that this type of creativ-
ity and effective governing is not pe-
nalized.

There are a number of tough choices
in this legislation and the authors
should be commended for their work.
However, given the fact that 15 percent
of the current budget is spent to pay
interest on the debt, these tough
choices need to be made. We have be-
fore us a proposal that will do the job.
While I would like to see some reorder-
ing of priorities in the legislation, I am
looking forward to working with my
colleagues to assure that a balanced
budget becomes a reality.

PENSION REVERSIONS

Mr. BINGAMAN. Mr. President, I rise
today in opposition to a provision in
the budget reconciliation legislation
before us that could put at risk the
pensions of hard-working Americans.
Specifically. I refer to the provision al-
lowing corporations to take money out
of funds deemed overfunded by the IRS
for deductibility purposes, and use that
money for other employee benefits.
without paying an excise tax. Of
course, because money transferred in
this manner is fungible. the money
could actually be used for almost any
purpose.

The principal problem with this pro-
vision is that pensions funds considered
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overfunded by IRS for tax policy con-
sideration are not overfunded on an ac-
tuarial termination basis. As I under-
stand it, this means that while the
plans have enough money to meet their
current ongoing obligations, if for
some reason the plan terminated, the
people who had paid into that plan
would have no guarantee that the plan
could provide the pension benefits that
they earned over the years. In such a
case, the U.S. taxpayer. through the
Pension Benefit Cuarantee Corporation
(PBGC], would be forced to step in and
pay the benefits.

Mr. President, we know that workers
are concerned about their ability to re-
tire with a decent standard of living.
We also know that our Nation is suffer-
ing from a lack of savings and capital
for economic expansion, and that insti-
tutional investors like pension funds
are the single largest investors in cap-
ital. It therefore makes absolutely no
sense to me to provide an incentive to
decrease pension security, savings, and
available capital through provisions
Like the one included in the budget rec-
onciliation legislation before us.

I think we should be doing more to
promote sound pension plans, and ex-
pand coverage for American workers.
This provision seems to me to be doing
just the opposite: putting existing
plans at greater risk without expand-
irig coverage. In the time since this and
a similar House provision have come to
the public's attention, numerous pen-
sion experts, including the American
Academy of Actuaries and the PBCC,
have expressed concern about the effect
this provision could have on pension
fund soundness. I have also heard from
constituents expressing similar con-
cerns. For all of these reasons, I urge
my colleagues to strike this provision.

Mr. BOND. Mr. President, in many
respects this is an amazing debate we
are having today, a debate I was not
sure I would ever see—should we, or
should we not, pass a bill which will
get our budget into balance over the
next 7 years.

It is historic. It is bold. It is unprece-
dented. And judging by the reaction, it
is real.

Unfortunately, $5 trillion in debt has
piled up waiting for this day, so even
with this action, we are still passing on
a huge debt to our children and their
children.

When I first got to Washington, after
coming from State government where
we had to balance the budget every
year: I was amazed at the cavalier atti-
tude taken by so many about budget
crisis.

It did not take me long to learn that
walking away from budget problems
had become so ingrained that success
was defined as holding the deficit to
only $200 billion—meaning we only
added S trillion to the debt every 5
years.

Unfortunately. that is where Presi-
dent Clinton remains today. While we
are willing to put before the public the
real questions—when do we stop adding
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to the debt? When do we get serious
about slowing the growth of runaway
programs? When will Congress be will-
ing to actually say No to a special in-
terest, or a pet program and say
Sorry, I'm worried about adding to

my kid's debt."
No one said it would be easy—but

with the leadership of Senator DOMEN-
ici, and the willingness of Members to
stand up and vote for action instead of
just talking a good game—this Senate
will soon take that step.

Make no mistake, the step is a big
one, as for the first time in 25 years
Congress has the opportunity to pass a
budget which will get us to a surplus—
rather than just keep adding to our
debt.

The budget before us is tough. It sets
priorities. It recognizes that govern-
ment cannot do it all. And it makes
the statement that the time has come
for leaders of today to start paying at-
tention to the financial and economic
devastation thy are creating for tomor-
row's generations.

We have heard many speeches about
the need to cut spending, reduce the
deficit, and get our Nation's books into
balance. Everyone who looks at our
nearly $5 trillion debt recognizes the
need to do something so that we don't
keep piling on that debt for our chil-
dren and grandchildren.

Over the next few days the American
people will have a rare opportunity to
see exactly what the political leader-
ship's visions for our country's future
are.

Too often Congress legislates for the
present, ignoring the costs for the fu-
ture. Political expediency replaces
thoughtful debate, and at the end of
the day it is with shock and dismay
that the public finally realizes what
has occurred—and recognizes what ad-
ditional debt they or their children will
be forced to pay.

It takes a long time to build up a $5
trillion debt. And even starting today
it will take 7 years to get us to a bal-
ance, meaning that we won't even
begin paying off a dime of debt until
2002.

Some would like us to put off the
tough choices for a little longer. Others
have abandoned finding a solution to
the real budget crisis we are facing in
their zeal to make political points. And
still others claim to be on board with
the concept of balancing the budget—
theyjust don't like our approach.

But as I have said before—talk is
cheap. If you say you want to balance
the budget, let's see your plan.

If you say you understand Medicare
is going broke, and must be fixed, let's
see your plan.

Unfortunately, what we have seen
and heard so far is much heat—and no
light.

Medicare is one of the best examples.
Medicare today is paying Out in claims
more than it is collecting in premiums.
It is only because of the interest
earned on the trust fund's surplus that
Medicare is not insolvent right at this
moment.
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This means that as I speak, for every

dollar a senior is paying in, more than
a dollar in claims is being paid Out. So
why is everyone not saying stop, some-
thing has to be done?

Next year even including the interest
earned on the trust fund's won't be
enough to pay Out all the claims. Thus
next year Medicare will be insolvent,
and it will be forced to start eating
into its rainy day fund—the money
which has been built up in order to be
available for the baby boomers who
start to retire in the next decade.

And then if nothing is done, by the
year 2002 the surplus will be gone and
the entire program will be bankrupt
and will be forced to shut down.

So again I ask, why is the President
not saying we must do something to fix
this drastic problem—not just delay it
again like has been done so often be-
fore—but actually fix it?

Why are my colleagues in the Demo-
cratic party not saying let us get to
work on this problem?

Instead they want to paper over the
problems in Medicare, only fiddling
around the edges, while making no ef-
fort to make fundamental changes in
the program as we realize must be
done. We want to make savings by giv-
ing seniors a real choice—they offer a
2-year bandaid to get them beyond the
next election.

So what does our bill do? It takes on
the task of reforming and overhauling
Medicare—both to protect it for to-
day's seniors, as well as preserve it for
tomorrow's. It also expands choices,
and bring the program of the 1960's into
the health care system of the 1990's.
And it gives us 25 years of additional
solvency—versus the 25 months of the
Democrats' plan.

How much clearer can the choice be?
A thoughtful long-term solution—or a
get-me-through one more election
BandAid.

Mr. President this debate is much
bigger than Medicare. It is much bigger
than Medicaid. agriculture, civil serv-
ice retirement, or welfare. It is about
what financial legacy we want to leave
to our next generations.

It is about whether people believe
that $5 trillion in debt is enough, and
whether we in Congress have the cour-
age to hit the spending brakes.

I hope we do. And hope that the
President will find the courage to do
the same.

Finally, I would like to express my
opposition to the amendment that the
senior senator from Arizona has indi-
cated he plans to offer.

That amendment would, allegedly,
eliminate 12 pork programs—a goal I
would support if it delivered on that
promise. Unfortunately, however, the
amendment would target several pro-
grams which are critical to our inter-
national competitiveness and our abil-
ity to create high-paying export jobs.
Let me quickly touch on just a few ex-
amples:

First, the amendment would require
the Export Import Bank to raise loan
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fees which would have the impact of
making Exim financing uncompetitive
vis-a-vis other countries' export fi-
nance agencies. That means U.S. com-
panies will lose deals and U.S. workers
will lose jobs.

Second. it would reimpose
recoupment fees on commercial sales
of military equipment overseas. The
Bush administration eliminated this
fee because it was making U.S. export
uncompetitive and costing jobs. It
makes no sense to reimpose it.

Third. it would cancel NASAs sub-
sonic and supersonic research pro-
grams. These programs are aimed at
ensuring U.S. aerospace companies re-
tain their technological edge into the
21st century. If it becomes technically
possible, it will be economically viable
to build only one supersonic airplane. I
want that plane to be built by Boeing
or McDonnell Douglas, not by Airbus.

cAPrrAL GAINs—FAIRNESs
Mr. HATCH. Mr. President, we need

to consider some very important facts
concerning the fairness of the capital
gains tax rate reduction in the rec-
onciliation bill before us.

We have heard some statements here
on the Senate floor over the past few
days by some of our colleagues who be-
lieve that a broad-based capital gains
tax rate reduction somehow favors the
rich at the expense of middle- and
lower-income taxpayers. I want to set
the record straight on this issue.

WHO PAYs cAPITAL GAINs TAXEs?
First. Mr. President, let us start by

examining who pays capital gains taxes
in this country.

The fact of the matter is that most of
the tax returns reporting capital gains
come from taxpayers in the lower- and
middle-income categories.

Since there are varying views as to
where the middle-income category be-
gins and ends. I have prepared two pie
charts contained within chart 1 to il.
lustrate who these taxpayers are.

The pie on the left shows that, on av-
erage, from 1985 to 1992. 62 percent of
all returns reporting capital gains
came from those reporting $50.000 or
less of adjusted gross income (Ad]. I
repeat, 62 percent. This amounted to
more than 5½ million taxpayers per
year.

The pie on the right. Mr. President.
shows the same information for tax-
payers with higher incomes, but still
within what most would consider as
the middle-income category.

As you can see, 79 percent of all re-
turns reporting capital gains came
from those reporting $75,000 or less of
AGI. On average, this was over 7 mil-
lion taxpayers per year.

Capital gains realization is hardly
the exclusive domain of the rich.

Actually, these figures dramatically
understate the number of people in the
lower- and middle-income categories
who will benefit from the capital gains
deduction.

It is estimated that about 44 percent
of all people reporting capital gains
recognize such gains in only 1 Out of 5
years, on average.
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In 1986 alone, of the 7.6 million re-

turns reporting capital gains. 3.1 mil-
lion of these taxpayers reported no cap-
ital gains in the previous year.
THE OCCAsIONAL REcOGNITION PHENOMENON'

Since many taxpayers do not have
capital gains each year. it is obvious
that there are millions more of lower-
and middle-income taxpayers than this
chart indicates who will benefit from a
lower capital gains tax rate.

This occasional recognition phe-
nomenon also illustrates why the num-
bers cited for the rich are consistently
overstated by capital gains tax cut op-
ponents.

By only looking at 1-year segments.
capital gains tax cut opponents erro-
neously conclude that once a taxpayer
experiences an unusually large capital
gains recognition in a particular year.
he or she will stay in the rich category
forever. Such is simply not the case.

Take. for example. a typical farming
couple in Cache County, UT. who has
struggled over the years to make ends
meet and finally decides to sell the
farm and move to the warmer climate
of southern Utah.

Even though this couple may never
have reported more than $30,000 of
farming income in any given year, in
that 1 year of sale they will be lumped
in with the rich because they reported
a $250,000 of gain on the sale of their
farm.

To conclude that this couple is rich
because they realized a large capital
gain in only 1 year of their life is ridic-
ulous. Yet, this is exactly the basis for
many of the statistics given by my
friends on the other side of this issue.

One study looked at those reporting
over $200,000 of income per year from
1981 to 1984. Taking just single-year
snapshots of the realizations, such tax-
payers accounted for almost 40 percent
of all capital gains reported.

However, when the entire 4-year pe-
riod was considered as a whole and the
occasional nature of recognitions was
taken into account, their proportional
share dropped to just 22 percent.

Thus, the more years that are in-
cluded in the comparison, the smaller
the share of gains going to the so-
called rich.

Let me repeat, Mr. President. studies
that show lower- and middle-income
taxpayers who receive an occasional
larger capital gain as being rich are
misleading.

OPPONENTS IGNORE BENEFIT TO LOWER- ANT)
flDDLE-cLAss TA)AYERS

Now, I am the first to admit that
some who are truly wealthy will bene-
fit from a lower capital gains tax rate.
and rightly so, as I will discuss in a few
moments.

However, the impact of the benefits
of a capital gains tax cut to the
wealthy are greatly overstated, while
the positive benefits to lower- and mid-
dle-income taxpayers are mostly ig-
nored by those who oppose this change.

For example. a Treasury Department
study estimates that nearly half of the
dollar value of all capital gains are re-
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ported by taxpayers reporting wage
and salary income of $50,000 or less.

Moreover, the same study estimates
that three-fourths of all tax returns
with capital gains are filed by tax-
payers with wage and salary income of
less than $50,000. Yet, to listen to cap-
ital gains tax opponents. one could
conclude that only the rich would be
affected by a lower rate.

Mr. President, to get a better feel for
how many lower- and middle-income
taxpayers will actually benefit from
the capital gains deduction in this bill.
consider the following.

It is estimated that about 12 million
lower- and middle-income workers par-
ticipate in some sort of stock equity
plans with their employers—12 million.

Moreover, many millions of Ameri-
cans own investments in stocks, bonds,
and mutual funds. In fact, as of Sep-
tember 1994, there were 93.6 million
mutual fund accounts in America. It is
interesting to note that 52 percent of
the 30.2 million families owning mu-
tual funds report incomes of $50,000 or
below and that 80 percent of those fam-
ilies report incomes of $75000 or below.
This is middle America. This is the
teacher who married the police officer
planning for their future.

In addition, millions of people in the
lower- and middle-income categories
own homes and rental properties that
could be subject to capital gains taxes
upon sale. This bill will benefit all of
these taxpayers.

cAPITAL GAINS TAX RATE DIFFERENTIALS

Mr. President, it is well known that
in 1986. Congress raised the capital
gains tax rates on the rich, from a 20-
percent top rate to a 28-percent top
rate. What is lesser known, however, is
that we raised capital gains taxes on
middle-income taxpayers as well.

For example. a family of four earning
the median income saw a 50-percent in-
crease in their capital gains tax rate. A
family of four earning twice the me-
dian income—and these would be the
upper middle class rather than the
rich—saw a 47 percent increase in their
capital gains tax rate.

In 1990, Congress once again created a
differential between the top tax rate on
capital gains income and the top tax
rate for ordinary income.

By putting in a new 31 percent brack-
et, but keeping the top rate on capital
gains income at 28 percent. we once
again began to favor capital gains in-
come—for some.

The differential was further in-
creased in 1993 when Congress created
the 36 and 39.6 percent tax brackets and
again capped the capital gains tax rate
at 28 percent. The result is that tax-
payers in the highest brackets cur-
rently enjoy a lower rate on capital
gains, but those in the 15 percent and
28 percent brackets do not.

As you can see from chart 2. Mr.
President, this bill remedies this situa-
tion by giving those in the lowest tax
brackets the largest percentage reduc-
tions in their effective capital gains
tax rates.
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I will also say, while I believe that

we should have direct lending stay in
as it creates great competition for the
programs, and am in favor of having a
i-ate higher than 20 percent that is in
the bill now, I could not go with the
Democratic amendment because it es-
sentially opens up direct lending fully.
I will therefore be voting against the
Kennedy amendment. But I will be vot-
ing in favor, obviously, of the Kasse-
baum-Snowe-Jeffords amendment.

Our amendment restores the 6-month
grace period, eliminates the .85 percent
institution fee, and lowers the interest
rate on PLUS loans. Reducing the
labor committees instruction from
$10.85 billion over 7 years to $5 billion.

Let me lay aside the issue of i-educ-
ing education cuts for one quick mo-
ment and explain why this amendment
is so important.

The amendment offered by my demo-
cratic colleagues restored direct lend-
ing to current law—or a transition to
100 percent. I simply could not support
such a provision.

I have always been a supporter of
testing the direct lending program and
am on record as opposing the labor
committees bill to limit it to 20 per-
cent. Twenty percent in my view is too
small, it cuts Out schools that cur-
rently participate in the program—
that to me is wrong.

However, as I stated during debate of
the 1993 reconciliation. I believe in a
slow, implementation of direct lending.
It should be undertaken thoughtfully
and carefully. The amendment offered
by my democratic colleagues is tanta-
mount to a phase-in of direct lending.
A phase-in suggests something very
different than a thoughtful analysis of
the two programs. My fear is that we
have already made the decision to go
full force without really looking at the
advisability of such a move. It is like
saying 'ready. fire, and then aim."

For this reason I support a firm cap
on direct lending. That cap, in my
mind should be set at a point which
protects the schools that are current
participants and allows some room for
growth. I suggest that number be set
between 30—40 percent.

Mr. President. that is not the amend-
ment we are currently considering. I
offered that suggestion to my col-
leagues as a bipartisan approach. Un-
fortunately, that amendment coupled
with billions of dollars in additional
student aid, was rejected by the demo-
crats and interestingly also by groups
purporting to represent higher edu-
cation. In particular the council on
education.

I am truly disheartened that today
we may have lost an opportunity to
demonstrate to this Congress, the ad-
ministration and the people of this
country that education is not a par-
tisan issue. Unfortunately, we gave up
the chance to show that politics takes
a back seat to sound policy.

I wish we could have put differences
aside and discussed the real issue—re-
ducing the labor committees instruc-
tion and restore funding for education.
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Certainly, we must balance the budg-

et but we must cut expenditure not in-
vestment. That is what this amend-
ment does. It strikes the .85 percent in-
stitution fee, restores the 6-month
grace period, and eliminates the in-
crease in the PLUS interest rate. Sup-
port for this amendment will provide
savings to parents, students, and insti-
tutions.

Eliminating the interest subsidy dur-
ing the 6-month grace period could in-
crease the debt of an undergraduate
who borrows the maximum $23,000 by
almost $1,000, resulting in additional
payments of nearly $1,400 over the life
of the loan. For a graduate student who
borrows the maximum $65,500, the re-
sult would be $2,700 in additional debt
and almost $4,000 in additional pay-
ments.

Raising the interest rate and the in-
terest rate cap on PLUS loans would
increase the total payments of parents
who borrow $20,000 for their children's
education by $1,300.

It simply doesn't pay to cut edu-
cation.

Consider the following: More highly
educated workers not only earn more.
but they work and pay taxes longer
then less educated workers.

Between 1973 and 1993. median family in-
come dropped by over 20 percent for families
headed by a person with a high school di-
ploma or less; but it held steady for those
families headed by someone with 4 years of
college; arid increased for families head by
someone with 5 years of college or more.
(Mortenson, June 1995)

We need to encourage our young peo-
ple to pursue higher education both to
keep us competitive and to help bal-
ance the budget.

Higher education funds cannot be cut
any further.

Unfortunately, the opportunity for
individuals to go on to postsecondary
education is getting slimmer and slim-
mer. Pell grant awards have not kept
pace with college costs. Students have
had to increase borrowing in order to
make up the difference.

In 1985—86, the actual maximum Pell
grant of $2,100 paid 58 percent of the
total annual cost of attendance for a 4-
year public institution $3,637. In 1993—
94, the maximum Pell grant of $2,300
paid only 36 percent of the total cost.
$6,454.

Because Federal grant programs have
grown much more slowly than the cost
of attending college, loans now. 1994-95
account for 56 percent of all student
aid, up from 49 percent in 1985—96.

Borrowing has skyrocketed in recent
years to such an extent that the
amount borrowed through the FFEL
program from 1990 to 1995 is greater
than the total amount borrowed from
its inception in 1965 through 1989.

With such statistics it is no wonder
that polls show more and more stu-
dents and families deciding that col-
lege is simply out of their reach. In
fact, close to 20 percent of students
consider leaving school because of
debt. Considering the impact on our
economy and the future earning poten-

October 26, 1995
tial of individuals with a postsecondary
degree, this statistic is most disheart-
ening.

I urge my colleagues to support this
amendment and tell the nation that
the issue of education spending is a bi-
partisan issue.

I see that the Senator from Maine
has arrived. I am happy to yield to her.

The PRESIDING OFFICER. All time
has expired.

Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Massachusetts.
Mr. KENNEDY. Mr. President, I have

5 minutes, as I understand it. I will
speak for 2 minutes and then yieltd 2½
minutes to the Senator from Illinois.

Mr. President. this is, first of all, an
extraordinary moment because it is an
initial victory for the students of this
country and their parents that our Re-
publican friends are hearing their mes-
sage about the unfair, unwise, unjusti-
fied additional burden on working fam-
ilies. So that is the good news.

The bad news is that what Senator
KASSEBAUM5 amendment will effec-
tively do is to say to the 1400 schools
that now have direct lending that half
of them are out. Half of them are out.
There is no suggestion about how you
are going to cut those out.

Under our amendment, we are leav-
ing the choice to the schools, to the
colleges. It is so interesting that our
Republican friends want to close the
option for local control out. We leave it
up to the schools. If they want to get
in, they can—maximum choice—and we
leave it up to the schools to have com-
petition between the direct loan pro-
gram and the guaranteed loan pro-
gram.

Under the amendment of the Repub-
licans, they will be preserving the $77
billion that will flow through the guar-
antee agencies and guarantee $5 mil-
lion in profits. That is not competition,
Where is the voice for competition
among the Republicans? Where is the
description about what colleges are
going to be in and what colleges are
going out?

The amendment that has been intro-
duced by myself and Senator SIMON
goes back to what was agreed to in
terms of direct loans in 1993. We permit
the colleges that want to get in, and we
establish a ceiling. That was biparti-
san. Someone tell me what happened in
the 1994 election that was to say that
we are going to jiggle the system and
force the students into the guaranty
system.

I yield to the Senatoir from Illinois.
Mr. SIMON. Mr. President. I agree

this is a step forward. But it elimi-
nates—cuts down to 20 percent direct
lending. This is. frankly, a brazen kind
of pandering to the banks and the guar-
anty agencies. There is not a college or
university in this Nation that has a di-
rect lending program that does not
want to keep it. And as our friend and
former colleague, DAVE DURENBERGER,
said. "This is not free enterprise, the
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old system, this is free lunch for the
guaranty agencies and the banks." We
write into the law their profit.

In terms of the taxpayer, we wrote
the budget resolution so that you
would count the administrative cost
for direct lending but not for the guar-
anty student program. CBO says. under
current law, that leaving this 20 per-
cent, as the Kassebaum amendment
does, will cost the Nation $4.64 billion.
All colleges and universities, again.
who are in the program like it. It saves
a huge amount of paperwork. Students
like it, parents like it, taxpayers like
it.

The Kennedy amendment is budget
neutral. We do not add to the deficit.
Why are we doing something that col-
leges like, students like, and taxpayers
benefit from? We are doing it for one
reason and one reason only: To benefit
the banks and the guaranty agencies.

If we want to call this a bank assist-
ance bill—and they have record-break-
ing profits right now—we ought to do
that. If we want to call this an assist-
ance to guaranty agencies. we ought to
do that; but if we want to call it an as-
sistance to students bill, then we ought
to vote for the Kennedy amendment.
Let me just point out that this idea
came from Congressman TOM PETRI, a
Republican from Wisconsin. DAVE
I)URENBERGER, Republican from Min-
nesota. was the chief cosponsor of this.

This should not be a partisan thing. I
hope Members on both sides will vote
for the Kennedy-Simon amendment. It
makes sense for everyone. Ijust appeal
t:o you on behalf of Americas students.

Mr. KENNEDY. Do I have 30 seconds?
The PRESIDING OFFICER (Mr.

THOMPSON). Ten seconds.
Mr. KENNEDY. Mr. President, this is

a clear attempt to strike one of the ini-
tiatives of President Clinton—elimi-
nate National Service, eliminate Goals
2000. eliminate direct lending for edu-
cation.

Our Republican friends cannot stand
a good idea when they see one.

The PRESIDING OFFICER. All time
under the amendment has expired.

Mr. DOMENICI. Mr. President. I ask
unanimous consent to have printed in
the RECORD a letter from the Congres-
sional Budget Office dated October 26
saying there has been no scorekeeping
activities that try to prejudice one of
ithe programs versus another: that is,
that guaranteed one versus another.

There being no objection. the mate-
i-ial was ordered to be printed in the
RECORD, as follows:

U.S. CONCRESS.
CONCRESSIONAL BUDCET OFFIcE.

Washington. DC. October 26. 1995.
Hon. PETE V. D0MENIcI.
chairman, Gornrnittee on the Budget, U.S. Sen-

ate, Washington. DC.
DEAR MR. CHuRMr': In your letter of Sep-

tember 5. 1995. you asked the Congressional
Budget Office (CBO) to respond to several
questions regarding the Credit Reform Act
and section 207 of the 1966 budget resolution
related to the treatment of administrative
expenses in the student loan programs. At-
tached are CBO's responses to your ques-
tions.
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If you wish further details, we will be

pleased to provide them. The CBO staff con-
tact is Deborah Kalcevic.

Sincerely.
JUNE E. O'NEILL.

Director.
Attachment.
RESPONSES TO QUESTIONS FROM CHAIRMAN

DOMENIcI
The Credit Reform Act of 1990 provided

that the federal budget would record the cost
of direct loans and guaranteed loans on a
subsidy basis rather than a cash basis. The
act defined the subsidy cost of a loan to
equal the present discounted value of all
loan disbursements, repayments, default
costs, interest subsidies, and other payments
associated with the loan, excluding federal
administrative costs. Federal administrative
costs of loan programs continued to be ac-
corded a cash-accounting treatment. Esti-
mates of proposals affecting student loans
made from 1992 through early 1995 used the
accounting rules established in the Credit
Reform Act.

The budget resolution for fiscal year 1996,
adopted in June 1995, specified that the di-
rect administrative costs of direct student
loans should be included in the subsidy esti-
mates of that program for purposes of Con-
gressional scorekeeping. Since June, for esti-
mating legislation under the 1996 budget res-
olution, the Congressional Budget Office
(CBO) has used this alternative definition of
subsidy costs. In addition, changes in eco-
nomic and technical estimating assumptions
complicate the comparison of estimates
made at different times. The following ques-
tions and answers explore the implications of
the change in accounting for direct student
loans.

Question 1: The President proposed, and
signed into law in 1993, the Federal Direct
Student Loan Program to replace the guar-
anteed lending program. What was the time
frame adopted for the phase-in of that pro-
gram when it was initially enacted and what
savings estimate was provided by CBO?

Answer: The President's fiscal 1994 budget
proposed expanding the direct student loan
program from a pilot program (which was
about 4 percent of loan volume) to a program
that would provide 100 percent of all student
loans by the 1997-1998 academic year. As part
of the request, the President proposed to
lower interest rates to borrowers as of July
1997. substantially increase the annual
capped entitlement levels for direct loan ad-
ministrative costs, and subsidize schools for
loan origination. The budget proposed no
changes in the guaranteed loan program ex-
cept to phase it out. CBO estimated that the
proposal would save $4.3 billion over the
1994-1998 period. These estimates were com-
pleted using the CBO February 1993 baseline
economic and technical assumptions. The
President's proposal became the policy as-
sumed in that years budget resolution.

The legislation passed by the Congress dif-
fered significantly from the policies assumed
in the budget resolution. The bill met the re-
quirement to save 4.3 billion by limiting the
volume in the direct lending program to 60
percent of the total and substantially cut-
ting subsidies in the guaranteed loan pro-
gram. Specifically, direct loans were to rep-
resent 5 percent of total volume for aca-
demic year 1994—1995. 40 percent for 1995—1996.
50 percent for 1996—1997 and 1997—1998. and 60
percent for 1998—1999. The legislation also
provided that the ceiling could be exceeded if
demand required it.

Question 2: In his FY96 budget. the Presi-
dent proposed an acceleration of that plan so
that all student loans would be provided di-
rectly from the government no later than
July 1. 1997. What "additional' savings did
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CBO estimate for the accelerated phase-in
under the Credit Reform Act?

Answer: The President's fiscal year 1996
budget request included a proposal to expand
the direct student loan program to cover 100
percent of loan volume by July 1997. This
proposed change was estimated to save 4.l
billion from the CBO baseline over the 1996-
2002 period. That baseline incorporated
CBO's February 1995 economic and technical
assumptions and the direct loan phase-in
schedule provided under current law. This
baseline reflected the rules that are cur-
rently in law for estimating the cost of cred-
it programs.

The 1996 budget resolution specified that
the direct administrative costs of direct stu-
dent loans should be included in the subsidy
estimates for that program for purposes of
Congressional scorekeeping. This change
conformed the treatment of the administra-
tive costs of direct student loans with that
for guaranteed student loans. For purposes
of Congressional budget scorekeeping, the
change overrides the Credit Reform Act.
which requires that the federal administra-
tive costs for direct loan programs be ac-
corded a cash-accounting treatment.

For estimating legislation under the 1996
budget resolution. CBO modified its baseline
for direct student loans to include in the
subsidy calculations the present value of di-
rect federal administrative costs, including
the loans' servicing costs. This change
means that direct loans issued in a given
year have their administrative costs cal-
culated over the life of the loan portfolio,
with adjustments for the time value of the
funds. Therefore, the subsidy costs of any
year's direct loans will include the dis-
counted future administrative costs of serv-
icing loans which may be in repayment (or
collection) for as long as 25 to 30 years. The
inclusion of these administrative costs in the
subsidy calculations for direct loans in-
creases the subsidy rates for these loans by
about 7 percentage points. Consequently, the
resolution baseline for student loans is high-
er than the current CBO baseline. Under the
assumptions of the budget resolution base-
line. the President's 100 percent direct lend-
ing proposal would save $115 million over the
1996—2002 period.

Question 3: What would be the long term
costs, under scoring rules in effect prior to
the 1995 budget resolution, for the above pro-
posal? How would those savings be affected
over the life of the loan? How would those
costs be compared with the same volume of
loans made under the guaranteed program?

Answer: The response to the first part of
this question is addressed in the previous an-
swer. Compared to the CBO baseline, the
President's 1996 budget proposal was esti-
mated to save $4.1 billion over the next seven
years. In order to provide an estimate of a
proposal to return to 100 percent guaranteed
lending by July 1997 under either the CBO or
the resolution baseline, we would need more
detail than has been provided on how the
program would be restructured.

Question 4: Did the credit reform amend-
ment adopted as part of the budget resolu-
tion direct the Congressional Budget Office
to exclude any costs for guaranteed loans?

Answer: This year's budget resolution ad-
dressed only the budgetary treatment of the
administrative costs of direct student loans.
By defining the direct administrative costs
of direct loans and requiring these costs be
calculated over the life of the loan portfolio,
the resolution allowed for the costs of direct
and guaranteed loans to be evaluated on a
similar basis. Thus, all of the program costs
for both programs are included in the resolu-
tion baseline and are accounted for in the
same way. whether they are calculated on
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the basis of subsidy or cash-based account-
ing.

Question 5: Are there any expenses of di-
rect or guaranteed loans that are currently
excluded from the government subsidy costs
that would be more appropriately be in-
cluded in that subsidy? If so. what are they
and why have they been excluded from the
subsidy cost? For example, some have argued
that the credit reform amendment did not
include the administrative cost allowance
which is paid to guarantee agencies.

Answer: Indirect administrative costs—
those not directly tied to loan servicing and
collection—are included in the budget on a
cash basis for both programs. Some have
asked whether these costs would be more ap-
propriately included in the loan subsidy cal-
culations. Although it might be appropriate
to include some or all of these costs in the
subsidy calculation, as a practical matter it
is not straightforward to determine which
costs to account for in this manner. For the
most part the costs of government oversight,
regulation writing, Pell grant certification,
and other similar expenditures are personnel
costs of the Department of Education or con-
tracted services. In addition, many of the
costs, such as program oversight, are not
tied to a single loan portfolio but affect
many portfolios and both programs, Allocat-
ing these costs to specific portfolios and pro-
grams for specific fiscal years would be dif-
ficult.

The Omnibus Budget Reconciliation Act of
1993 (OBRA—93) eliminated administrative
cost allowance (ACA) payments to guaranty
agencies. Until that time, the volume-based
payments were always included in the sub-
sidy costs of guaranteed student loans. How-
ever. OBRA-93 gave the Secretary of Edu-
cation authority to make such payments Out
of the $2.5 billion capped entitlement fund
for the direct loan program. Any expendi-
tures from this fund would be accounted for
on a cash basis. If the Secretary chose not
allocate any funds for this purpose, then
there would be no payments to guaranty
agencies.

As part of its current services budget esti-
mates. the Department of Education an-
nounced plans to use funds available under
the capped entitlement to pay administra-
tive cost allowances to guaranty agencies at
one percent of new loan volume for the next
five years. Both the CBO baseline and the
budget resolution baseline include these
planned administrative expenses on a cash
basis under the capped entitlement account
at the Department's current services levels.

It makes little budgetary difference wheth-
er these payments are computed on a cash or
subsidy basis. Because the payments are
made at the time of loan disbursement, their
estimated costs on a cash basis or subsidy
basis would be essentially the same. As a re-
sult. over the 1996-2002 period the cost of the
student loan programs and the budget totals
would be changed only marginally by ac-
counting for these payments on a subsidy
basis.

Question 6: What possible mechanisms
exist to reclassify these costs as part of the
federal subsidy. to be scored on a present
value basis?

Answer: The guaranty agency cost allow-
ance could again be made an automatic gov-
ernment payment under the guaranteed stu-
dent loan law. Including the current cash-
based indirect administrative expenses for
both the direct and guaranteed loans in the
subsidy estimates would require amending
the Credit Reform Act, but it would be dif-
ficult to estimate a wide range of federal
personnel-related expenses over a 25- to 30-
year period. Determining whether some
types of expenditures that are now ac-
counted for on a cash basis should be in-
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cluded in the subsidy calculation would re-
quire a more thorough review of the current
expenditures of the Department of Education
than has been conducted to date.

Question 7: Does the credit reform rule
adopted as part of the budget resolution pro-
vide the proper framework to fairly assess
all direct federal expenses of guaranteed and
direct loans?

Answer: In general. the Credit Reform Act
amendment allows direct comparisons be-
tween the costs of the guaranteed and direct
loan programs.

Question 8: Some have claimed that sav-
ings associated with the Goodling proposal
to repeal direct lending were a result of ex-
cluding administrative costs of guaranteed
loans, What is the primary reason for the $1.5
billion in savings associated with the Good-
ling proposal under the new scoring rule?

Answer: On July 26. 1995. CBO prepared an
estimate of the original Goodling proposal.
The proposal had three components: (1)
eliminate the authority for new direct stu-
dent and parent loans effective in academic
year 1996-1997: (2) change the annual and cu-
mulative budget authority levels under Sec-
tion 458 to reflect the elimination of indirect
administrative cost anticipated for new di-
rect loans and the termination of payments
of Section 458 funds to guarantee agencies
and limit the funds to $24 million annually:
and (3) reestablish an administrative cost al-
lowance (ACA) for guarantee agencies at 0.85
percent of new loan volume or 0.08 percent of
outstanding volume, with an annual limita-
tion on ACA subsides of $200 million. Assum-
ing an enactment date of October 1995. the
proposals would reduce outlays for student
loans by $227 million for fiscal year 1996 and
by $1.5 billion over the 1996—2002 period.

Relative to the budget resolution baseline.
shifting loan volume to guaranteed loans
would save $855 million over the 1996-2002 pe-
riod. Administrative expenditures would be
reduced by $1.97 billion over the next seven
years by lowering the cap. Of this amount,
$824 million reflects the elimination of the
discretionary guaranty agency payments.
and the remainder reflects the elimination of
the discretionary guaranty agency pay-
ments, and the remainder reflects the elimi-
nation of the indirect costs for the phased-
out direct loan prQgram. Reestablishing the
ACA for a 100 percent guaranteed loan pro-
gram would cost $1.3 billion over seven
years.

Although the Goodling proposal would
have eliminated most of the funds to funds a
oversee the phased-out direct loan program
by reducing the capped entitlement level for
these funds, it did not address the level of
appropriated funds that would be necessary
to oversee the larger guaranteed loan pro-
gram.

Question 9: Did the Goodling proposal to
eliminate the direct loan program and make
changes to the guaranteed program you were
asked to score, address all federal adminis-
trative costs of direct and guaranteed loans?
When you applied the new scoring rule, were
you able to properly categorize those ex-
penses to provide a completed fair calcula-
tion of the cost differential?

Answer: All of the cost analyses of the
Goodling proposal for both the direct and
guaranteed loan programs were completed
using the same budgetary treatment for both
programs. The Goodling proposal, however,
did not address the level of discretionary ap-
propriations necessary to oversee the larger
guaranteed loan program.

Mr. SIMON. Will my colleague yield
for a question?

Mr. DOMENICI. Yes.
Mr. SIMON. Under the scorekeeping

in the budget resolution, you say count
the administrative costs for direct
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lending but not for the guaranteed pro-
gram, and we asked CBO. how do you
score it under current law? There is a
savings of $4.6 billion under direct lend-
ing.

Mr. DOMENICI. There is a statement
in the letter from CBO on that issue.

Mr. SIMON. I will read it. and I
thank my colleague.

Mr. DOMENICI. I want 30 seconds to
say thanks to Senator KASSEBALJM and
the other Senators who worked on our
side. I think they have come up with a
very good amendment, and I think ulti-
mately the students across America
who have been concerned will find they
have done an excellent job in taking
care of an overwhelming percentage of
their issues.

We thank you for it.
vOTE ON ROCKEFELLER MOTION TO COMMIT

The PRESIDING OFFICER. Under
the previous order. the question is on
agreeing to the motion of the Senator
from West Virginia. The yeas and nays
have not been ordered.

Mr. DOMENICI. I ask for the yeas
and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second. The
question is on the motion. The yeas
and nays have been ordered. The clerk
will call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote? The result was an-
nounced—yeas 46, nays 53. as follows:

[Rollcall Vote No. 499 Leg.)
YEAS—46

Akaka Fcinstcin
Baucus Ford
Biden Glenn
Bingaman Graham
Boxer Harkin
Bradley Heflin
Breaux Hollings
Bryan !nouyc
Bumpers Johnston
Byrd Kennedy
Conrad Kerrey
Daschle Kerry
DOdd Koh'
Dorgan Lautcnbcrg
Exon Leahy
Feingold Levin

NAYS—53
Abraham Frist
Ashcroft Corton
Bennett Cramm
Bond Crams
Brown Crassley
Burns Crcg
Campbell Hatch
Chafee Hatfield
Coats Helms
Cochran Hutchison
Cohen Inhofe
Coverdell Jeffords
Craig Kassebaum
D'Amato Kempthorne
DeWine Kyl
Dose Lott
Domenici Lugar
Fazrcloth Mack

McCain
McConnell
Nlurkowski
Nickles
Nunn
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Snowe
Stevens
Thomas
Thompson
Thurmond
Warner

So the motion to lay on the table the
motion to commit was rejected.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote by which
the motion was rejected.

Mr. NICKLES. I move to lay that mo-
tion on the table.

Lieberman
Mikuiski
Moseley-Braun
Moynihan
Murray
Pell
Pryor
Reid
Robb
Rockefeller
5arbanes
5imon
5pccter
Welistone
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The motion to lay on the table was

agreed to.
AMENDMENT NO. 2950

The PRESIDING OFFICER. Under
the previous order, there will now be 2
minutes of explanation equally divided
on the Abraham amendment.

Mr. BYRD. Mr. President, may we
have order in the Chamber?

The PRESIDING OFFICER. The
Chamber will be in order.

The Senator from Michigan.
Mr. ABRAHAM. Mr. President. the

next amendment before us is very sim-
ple.

Mr. BYRD. Mr. President, the re-
marks do not mean anything if we can-
not hear them. May we have order?

The PRESIDING OFFICER. The
Chamber will be in order.

Mr. BYRD. Mr. President, I thank
the Chair.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. ABRAHAM. I thank you. Mr.
President.

The next amendment I will offer is
pretty straightforward. It basically
creates a mechanism by which the
Medicare beneficiaries can be rewarded
for assisting us in ferreting out the
waste, the fraud, and abuse in the Med-
icare program.

Under the amendment, the Secretary
of HHS has the responsibility of setting
up two programs—one program that in
effect is a whistle-blower program
which would provide bonuses to Medi-
care beneficiaries who will identify
Medicare fraud and abuse. The other
program would be designed to provide
bonuses to Medicare beneficiaries who
identify waste, and to streamline and
make more efficient and less costly the
Medicare system.

Mr. President. I think this will help
us to achieve cost savings in Medicare
while at the same time providing bene-
fits to Medicare beneficiaries who as-
sist us in that effort.

I urge its adoption.
The PRESIDING OFFICER. Who

yields time?
Mr. EXON. Mr. President, I yield 1

minute to Senator HPJKIN.
The PRESIDING OFFICER. The Sen-

ator from Iowa,
Mr. FIARKIN. Thank you, Mr. Presi-

dent. I thank the Senator from Ne-
braska for yielding.

As I said, I support the Abraham
amendment. It is not a bad amend-
ment. It is a good amendment. There is
nothing wrong with it. I would just
point out it is sort of voluntary on the
Secretary's part. It does not mandate
that they have to do this. It says the
Secretary may set these up. That is
fine, as far as it goes. I would just say
that probably later on today or tomor-
row, the amendment that I had offered
to the Abraham amendment last night
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will be coming up for a vote, which pro-
vides for some tough measures. We will
talk about that later. This amendment
is a good amendment. I intend to sup-
port it. It is in keeping with trying to
give the Secretary more power to cut
down on waste, fraud, and abuse.

So it is a good amendment. We will
certainly support it.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have not been
ordered.

Mr. DOMENICI. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Michigan. On
this question. the yeas and nays have
been ordered, and the clerk will call
the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 99,
nays 0, as follows:

(Roilcall Vote No. 500 Leg.)
YEAS—99

Abraham Feingold Lott
Akaka Feinstein Lugar
AshCroft Ford Mack
Baucus Frist Mccain
Bennett Glenn Mcconnell
Biden Gorton Mikuiski
Bingaman Graham Moseley.Braun
Bond Gramm Moynihan
Boxer Grams Murkowski
Bradley Grassley Murray
Brcaux Gregg Nickles
Brown Flarkin Nunn
Bryan FIacch Pelt
Bumpers Flatfield Pressler
Burns I-Ieflin Pryor
Byrd I-Ielms Reid
campbell Floltings Robb
chafee Flutchison Rockefellercoa Inhofe Roth
cochran lnouye Santorum
cohen Jeffords Sarbanes
conrad Johnston Shelby
coverdell Kassebaum Simon
craig Kempthorne Simpson
DAmato Kennedy 5mith
Daschle Kerrey Snowe
DeWine Kerry specter
Dodd Kohl Stevens
Dole Kyl Thomas
Domenici Lautenberg Thompson
Dorgan Leahy Thurmond
Exon Levin Warner
Faircioth Lieberman Welistone

So, the amendment (No. 2950) was
agreed to.

Mr. DOMENICI. I move to reconsider
the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

BRADLEY MOTION TO COMMIT

Mr. EXON. Mr. President, I under-
stand that the Bradley motion is next.
I would appreciate, if possible. the
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Chair recognizing the Senator from
New Jersey for the purpose of a 1-
minute statement.

The PRESIDING OFFICER. The Sen-
ator from New Jersey.

Mr. BRADLEY. Mr. President. this
amendment eliminates the tax increase
on people making under $30,000 a year.
This bill contains a tax cut for estates
of $5 million, a tax cut in the amount
of $1.7 million.

We are not touching that tax cut, but
we are trying to prevent the tax in-
crease that will come in this bill for
people making under $30,000 a year.
The EIC offsets income taxes. Social
Security, and excise taxes. The other
side has talked only about income
taxes.

Last year. with $114 billion in Fed-
eral taxes, only $12 billion of that was
income taxes from people making
under $30,000 a year. Why increase
taxes on those hard-working Ameri-
cans? These are Americans who work
every day, and they pay their taxes.
and they support their families.

This motion is progrowth and
profamily. It deserves to be supported
because it is a tax cut for individual
working families.

The PRESIDING OFFICER. The time
has expired.

Mr. DOMENICI. I yield our time to
Senator NICKLES.

Mr. NICKLES. Mr. President, one, let
me just tell my colleague from New
Jersey. and other colleagues, there is
no tax increase for individuals making
less than $30,000. That claim has been
refuted by the Joint Tax Committee. It
is totally false. and people making that
claim should really be ashamed of
themselves.

Mr. President. I am going to put in
the RECORD the facts. The facts are, the
earned income tax credit grows even
under our proposal. It grows. The maxi-
mum benefit that anybody can receive
today is $3,100. It grows next year to
$3,200. And in 7 years it grows to $3,888.
It is an increase.

This is a program that is a cash Out-
lay program. Eighty-five percent of
this program is Uncle Sam writing
checks. not reducing liability, but
writing checks. And it is the most
fraudulent program we have in Govern-
ment today. GAO said 30 to 40 percent
of it was in fraud and in error.

It needs to be reformed. That is what
we do. This program should be re-
formed. These proposals that we have
made. I think, are the right things to
do for American families.

Mr. President. I ask unanimous con-
sent that the table be printed in the
RECORD.

There being no objection. the table
was ordered to be printed in the
RECORD, as follows:
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The PRESIDING OFFICER. The time
has expired.

Mr. DOMENrCI. Mr. President. I
move to table the Bradley motion and
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question now occurs on agreeing to the
motion to table the Bradley motion to
commit. The yeas and nays have been
ordered. The clerk will call the roll.

The assistant legislative clerk called
the roll.

The result was announced—yeas 53,
nays 46. as follows:

IRolicall Vote No. 501 Leg.]
YEAS—53

Abraham Frist McCain
Ashcroft Gorton McConnell
Bennett Gramm MurkowSki
Bond Grams Nickles
Brown Grassley Pressler
Burns
Campbdl
Chafce
Coats
Cochran
Cohen
Coverdeli
Craig
DAmato
DeWine
Dole

Gregg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Kyl
Lott

Roth
santorum
shelby
simpson
smith
snowe
specter
stevens
Thomas
Thompson

Domenici Lugar Thurmond
Farcloth Mack Warner

NAYS—46
Akaka Daschle Hollings
Baucus Dodd Inouye
Biden Dorgan Johnston
Bingaman Exon Kennedy
Boxer Feingold Kerrey
Bradley Feinstein Kerry
Breaux Ford Kohl
Bryan Glenn Lautenberg
Bumpers Graham Leahy
Byrd Harkn Levin
conrad Heflin Lieberman

Mikuiski Pell sarbanes
Moseky.Braun Pryor simon
Moynihan Reid Wellstone
Murray Robb
Nunn Rockefeller

So. the motion to lay on the table
the motion to commit was agreed to.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote and I move
to lay that motion on the table.

The motion to lay on the table was
agreed to.

GRAHAM MOTiON TO COMMIT
The PRESIDING OFFICER (Mr. GOR-

TON). The pending business is the mo-
tion of Senator GRAHAM to commit the
bill with instructions. There are 2 min-
utes of debate equally divided.

The Senator from Florida is recog-
nized.

Mr. GRAHAM. Mr. President, this
reconciliation proposal is filled with
risk—risk of the unknown, risks that
have consequences that are beyond our
ability to forecast. There is no area in
this entire legislation that has a great-
er risk to the people of this country
than the proposals in Medicaid.

We are proposing to cut Medicaid by
$187 billion—I repeat, a program which,
last year, had a total Federal expendi-
ture of $89 billion, we are going to cut,
over 7 years. by $187 billion. It is at
risk because we are proposing, for
those funds that are left, to place them
in an inflexible block grant, without
Federal participation, in terms of deal-
ing with unexpected circumstances,
and we are freezing in many of the in-
equities that have made this program
inappropriate in the past.

Mr. President, we are putting at risk
poor children, our elderly and. pal-ticu-
larly, the States of America, as they
are all being removed from the safety
net that Medicaid has provided.

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from New Mexico.
Mr. DOMENICr. Mr. President, the

biggest risk is that we not balance our
budget. and that we continue to spend
your children's and grandchildren's
money to pay for programs we cannot
afford.

Obviously, this program is growing
so fast, it is unsustainable. Anyone
who thinks it is being cut is not hear-
ing the facts. We are going to increase
this program to more than $94 billion
next year, $124 billion in 2002. And over
the entire period of time, this program
will increase at a rather healthy rate,
while most programs in the National
Government are either frozen or re
duced.

rt is time that we reform this system
so we can deliver on what we promise.
But we also have to deliver on a prom-
ise to get interest rates down, to have
growth and jobs for our children. We
cannot have the status quo and do that
also.

The PRESIDING OFFICER. The time
of the Senator from New Mexico has
expired.

Mr. DOMENICI. Mr. President. I
move to table the motion and ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on the motion to table the
motion to commit proposed by the Sen-
ator from Florida.

The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 51.
nays 48. as follows:

(IC: Two r mQre chitdi Tai bjden EIC relief As a percent oF
tax burden

Jnconie

Current law
Seatere. Income flCAO3 To

iaw

$1 .. $0 $0 $0 $0 $0 261 235
$1000 400 3 0 153 153 261 235
$2000 ....... .... 800 120 0 306 306 261 235
$3000 1.200 1.080 0 ig 261 235
s.i.000 1,500 1.400 0 612 612 251 235
$5,000 ...... 2,000 1.800 0 765 165 261 235
$6000 2,400 2.160 0 918 918 251 235
$1000 2.800 2.520 0 1,011 1.071 251 235
$8000 3.200 2.880 1,224 1.224 261 2358,910 3,564 3.208 0 1.363 1.363 251 235
$9000 .. — ...... 3.564 3.208 1.317 1.377 259 233
$10,000 .. .. 3.564 3.208 1.530 1.530 233 210$11000 3,564 3.208 0 1.683 1.683 212 191
$11630 ..... 3,564 3.208 0 1.119 1,179 200 180
$12000 3.486 3.124 0 1.836 1.836 190 170$13000 .. — 3.215 2.912 0 1.989 1.989 165 146
$14000 ....... .. 3.065 2.700 0 2.142 2.142 143 126$15000 — ....... 2,854 2.488 0 2.295 2.295 124 108
$16000 2.644 2,216 0 2.448 2.48 108 93$17000 .. ... 2.433 2.065 15 2,601 2.616 93 79
$18,000 ........ .. 2.222 1.853 165 2.754 2,929 16 63$19000 .. .. 2.012 1.641 315 2.907 3,222 62 51
$20000 .. ....... 1.801 1,429 465 3.060 3.525 51 41
$21000 .. 1.591 1,218 615 3.213 3.828 42 32
$22000 .....-.. 1.380 1,006 765 3.366 4.131 33 24
$23,000 1,169 794 915 3,519 4,434 26 18
$24000 ... .. ....... 959 583 1,065 3,512 4,731 20 12
$25000 .... .......... 148 311 1,215 3.825 5.040 15 1
$26000 ... .. ...... .. 538 159 1.365 3.978 5.343 10 3
$26731 ......... .... .... .. 384 0 1,415 4,090 5.564 7 0
$21000 .. ......... 327 0 1,515 4.131 5.646 6 0$28000 116 0 1.665 4.284 5,949 2 0
$28553 ....... .. 0 0 1.748 4,369 6.111 0 0
$29000 .- .. .- .. 0 0 1.815 4,437 6.252 0 0
$30000 0 0 1,965 4.590 6.555 0 0



October 26, 1995
Roticall Vote No. 502 Leg.]

YEAS—51
Abraham Frist Mack
Ashcroft Gorton McCain
Bcnnctt Gramm McConncll
Bond Grams Murkowski
Brown Grasslcv Nickics
Burns Grcgg Pressler
Campbcl Hatch Roth
Chafec HatticId Santorum
Coats Helms Shethy
Cochran Hutchison Simpson
Covcrddfl Inhofe Smith
Craig Jeffords Snowc
DAmato Kasscbaum Stevens
DcWinc Kempthornc Thomas
Dole Ky! Thompson
Domenici Lott Thurmond
Faircioth Lugar Warner

NAYS—48
Akaka Feingold Levin
Baucus Feinstcin Lieberman
Bidcn Ford Mikuiski
Bingan-ian Glenn Moseley-Braun
Bo,cr Graham Moynihan
Bradley Harkin Murray
Brcaux Heflin Nunn
Bryan Hollings Pet!
Bumpers lnouyc Pryor
Byrd Johnston Reid
Cohen Kenncdy Robb
Conrad Kerrcy Rockefeller
Daschlc Kerry Sarbanes
Dodd Kohl Simon
Dorgan Lautenbcrg Specter
Exon Lcahy Welistone

So the, motion to lay on the table the
Graham motion to Commit was agreed
to.

Mr. DOMENICI. Mr. President. I
move to reConsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2959

Mr. EXON. Mr. President, I under-
stand the next vote is on the Kennedy
amendment. Have the yeas and nays
been ordered?

The PRESIDING OFFICER. They
have not been.

Mr. EXON. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on amendment No. 2959 by
the Senator from Massachusetts (Mr.
KENNEDYI and others.

The Senate will be in order.
Mr. EXON. Mr. President, the Senate

is not in order.
The PRESIDING OFFICER. Until

conversations cease, we will just have
to hold up.

The Senator from Massachusetts is
recognized for 1 minute.

Mr. KENNEDY. Mr. President, I
thank the Chair. This is an easy
c:hoice. My amendment strikes all pro-
visions of the bill that increase the
cost for students and families, and pre-
serves choice and competition in the
student loan program at the local
level.

Senator KASSEBAUM'S amendment
rightfully pulls back the unfair and ex-
t.reme provisions that increase the
costs for students. It wrongfully pre-
vents schools from choosing the loan
program that best serves their students
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at the local level, and wrongfully pro-
vides a Government-mandated monop-
oly to the powerful special interests in
the student loan industry.

I hope my amendment will be accept-
ed.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President. the
Senate will vote on an amendment of-
fered by Senators KASSEBAUM. JEF-
FORDS. and SNOWE that removes all
cuts affecting students. The Senate Re-
publicans do this without raising taxes
or taxing investment. The Republican
plan will result in lower interest rates
which will benefit all students and all
Americans. That is what our entire def-
icit reduction package is all about.

I yield any time I have and I move to
table.

Mr. President. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on the motion to lay on the
table the amendment by the Senator
from Massachusetts.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced, yeas 51,
nays 48, as follows:

[Rolicall Vote No. 503 Leg.]

Mr. EXON. Mr. President. I move to
reconsider the vote by which the mo-
tion was agreed to.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.
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Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. Could I be advised how

long that vote took?
The PRESIDING OFFICER. The last

roIlcall lasted approximately 13 min-
utes.

Mr. DOLE. Let me remind my col-
leagues three times 60 is a long time—
we were about 3 minutes late on that
vote—if we start slipping these votes
for everybody who wants to step out
for 5 minutes. If we just stay in the
Chamber, we can do this in 10 minutes.
I say to my colleagues, we are going to
start ringing the bell here in 10 min-
utes.

The PRESIDING OFFICER. The Sen-
ate will be in order. It also slows down
the Senate when conversations are
going on during debate time.

AMENDMENT NO. 2962

The PRESIDING OFFICER. The issue
before the Senate is amendment No.
2962 by the Senator from Kansas, [Mrs.
KASSEBAUMI. There are 2 minutes
equally divided.

Senator KASSEBAUM will be recog-
nized when the Senate is in order.

The Senator from Kansas is recog-
nized.

Mrs. KASSEBAUM. Mr. President, I
yield the time remaining to the Sen-
ator from Maine (Ms. SNOwEI.

The PRESIDING OFFICER. The Sen-
ator from Maine.

Ms. SNOWE. I thank the Chair. I
thank Senator KASSEBAUM for yielding.

Mr. President. I want to first recog-
nize several of my colleagues who have
been instrumental in helping to craft
this amendment and reach a com-
promise on student loan funding.

First, the chairwoman of the Labor
and Human Resources Committee. Sen-
ator KASSEBAUM. who has been a real
leader on this issue. She has had to
make difficult choices and tough deci-
sions throughout this process—espe-
cially meeting instructions of $10.8 bil-
lion in savings for her committee. so I
thank her for her work and for offering
this amendment.

Second. the majority leader and the
chair of the Budget Committee, Sen-
ator DOLE and Senator DOMENICI—fOr
meeting our concerns and being respon-
sive to our requests all along. Their
support was obviously instrumental in
crafting this amendment.

Finally, one of the main cosponsor of
this amendment, Senator JEFFORDS of
Vermont, for his concern, his support,
and his compassion for the needs of
America's students.

Mr. President. let there be no doubt
about it. we are setting a course for
America for the next 7 years and be-
yond as we debate the measure before
us today. That is a heavy responsibil-
ity.

But the image of a better America. a
stronger America, and a more fiscally
secure America is incomplete for the
next generations without one critical
component: that is. a commitment to
education funding and to students.

McCain
McConncll
Murkowski
Nickics
Prcsslcr
Roth
Santoru m
shclby
Simpson
Smith
Snowc
Spcctcr
Stevcns
Thomas
Thompson
Thurmond
Warncr

Abraham
Ashcroft
Bennett
Bond
Brown
Burns
Campbdfl
Chafee
Coats
Cochran
Coverdcll
Craig
DAmato
DeWinc
Dole
Domcnici
Faircloth

Akaka
Baucus
Biden
Bingaman
Boxcr
Bradley
Brcaux
Bryan
Bumpcrs
Byrd
Cohen
Conrad
Daschlc
Dodd
Dorgan
Exon

So. the

YEAS—Si
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hclms
Hutchison
Inhofe
Jcffords
Kassebaum
Kempthornc
Ky!
Lou
Lugar
Mack

NAYS—48
Fcingold
Finstcin
Ford
Glenn
Graham
Harkin
Hat ficld
Heflin
Hollings
1nouy
Johnston
Kcnnedy
Kerrcy
Kerry
Koh)
Lautnbcrg

motion to

Leahy
Lcvin
Licbcrman
Mikuiski
Moselcy-Braun
Moynihan
Murray
Nunn
PIl
Pryor
Rcld
Robb
Rockofellcr
Sarbancs
Simon
Wcllstonc

lay on the table
the amendment (No. 2959) was agreed
to.
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I believe one of our duties in this

process is to keep the American Dream
alive for our generation as well as the
next generation of students—because
we all know that educating todays
students is also about preparing tomor-
rows workers.

While I firmly believed that bal-
ancing the budget is the greatest leg-
acy we can bequeath to our children
and grandchildren. I do not believe it
requires the sacrifice of educational
opportunities to the children and stu-
dents today.

Let us be clear about this: our two
objectives—balancing the budget and
providing quality educational opportu-
nities—are not mutually exclusive en-
tities.

I believe we can identify and set
budget priorities within the framework
of a balanced budget. I believe it is pos-
sible to be fiscally responsible and also
be visionary about our education needs
into the next century for the next gen-
eration.

That is basically what this amend-
ment accomplishes. It is prudent. It is
responsible. It's fair. And it maintains
our commitment to excellence in edu-
cation.

The amendment we are offering
today would restore $5.9 billion in stu-
dent loan funding that is sorely needed
by America's youth to continue their
education.

Basically, we are removing the most
onerous and punitive provisions on stu-
dents that are currently contained in
this package.

Those provisions we are targeting for
removal include the following: the im-
position of a 0.85 percent fee on the stu-
dent loan volume of institutions of
higher learning: the provision increas-
ing the interest rate on parent PLUS
loans from T-bill plus 3.1 percent. to T-
bill 4.0 percent; and—most impor-
tantly—the provision charging interest
on student loans during the so-called 6-
month grace period.

I believe we must support this
amendment because student loans level
the education playing field for so many
in this country. In the world of edu-
cation. student loans are the great "en-
abler'. They afford everyone the equal
opportunity to profit from a college
education.

I should know. I owe my education
and much of my career in public sei-v-
ice to the student loan program. which
sustained me at the University of
Maine.

Now, it is important to add that the
Senate has already gone on record and
has made a strong statement in sup-
port of increased student loan funding.

Back in May, when the Budget Com-
mittee reported out a resolution that
included a cut of more than $13 billion
in student loan funding over 7 years—
and when the House reported Out a ver-
sion that included a cut of over $18 bil-
lion. I joined several of my colleagues
in taking action—because student loan
funding programs would clearly result
in leaving some needy students locked
Out of our Nations colleges and univer-
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sities. and therefore locked out of
Americas work force and a successful
career.

And, with bipartisan support from
both sides of the aisle, my colleague
from Illinois, Senator SIMON. and I au-
thorized and passed an amendment
that restored $9.4 billion for student
loans. No other amendment, except
one, received as much bipartisan sup-
port during the consideration of the
Senate budget resolution.

We should reaffirm that same level of
commitment again today. and with
this amendment, we now have an op-
portunity to do so.

If we pass this amendment, the Sen-
ate's strong support for this level of
funding will be a strong instruction to
the Senate conferees to maintain this
level of funding during the upcoming
I-louse-Senate Reconciliation con-
ference.

Now. I know that many of my col-
leagues on the other side of the aisle
would have wanted more, especially
when it come to direct lending. Obvi-
ously, there is a difference of opinion
on direct lending.

While the amendment we are offering
restores critical funding for loans, it
maintains the bills current cap on di-
rect lending at 20 percent. I could sup-
port raising this cap to 30 percent.
which would cover the 1.300 education
institutions currently involved in the
direct lending program.

However, the sole purpose of this
amendment is to restore funding for
student loan programs. other opportu-
nities may arise on the floor today or
tomorrow to increase the cap on direct
lending.

I have worked with many of my col-
leagues across the aisle, and I know
that—in the final analysis—we share
the same goals on funding for student
education. That is the most impor-
tant—the most critical-issue here.

Why is this amendment important to
our students and to our future as a na-
tion? What is the value of student
loans?

it is unmistakable. Student loans
have a tremendous impact on our na-
tion's economy . . . on personal in-
comes . . . on careers . . . and espe-
cially on providing education to needy
citizens.

Student loans have given millions of
young Americans a fighting chance at
reaching their own American Dream:
in 1993, it gave 5.6 million Americans
that chance, and that was almost dou-
ble the number of loans made 10 years
earlier, when it was 3 million, in fact.
statistics show that almost half of all
college students receive some kind of
financial aid—many through student
loans.

They have become especially impor-
tant considering that the cost of col-
lege education and post-secondary edu-
cation has become a very, very expen-
sive proposition for students, as well as
their families.

For example, a College Board survey
says that 1995—1996 is the third straight
year that tuition costs have risen by 6
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percent. Since this rise outpaces in-
come growth in America, there's heavy
borrowing for a college education—up
an average of 17 percent yearly since
1990.

Each year. college costs rise 6.6 per-
cent for private college while we have
recorded a rise in disposable personal
income of only 4.4 percent. That 2 per-
cent disparity is what is making stu-
dent loans a pipe dream for our college-
bound students.

In fact, since 1988. college costs have
risen by 54 percent—well ahead of a 16
percent increase in the cost of living.
And, more tellingly, student borrowing
has increased by 219 percent since that
time.

Without student aid, increasing costs
make higher education Out of reach for
millions of Americans.

We should not have to bankrupt the
families of students in order to allow
them to send their children to receive
a solid college education.

You see, when we allow students to
get the loans they need to complete
their college education, we are making
a sizable, long-term investment in not
only personal incomes, but our econ-
omy as well.

Men and women who continue their
education beyond high school, as we
have seen in study after study, have
consistently earned more money on av-
erage each year than those who do not.

In 1990. for example. the average in-
come for high school graduates was al-
most $18000. For those who had 1 to 3
years of a college education, earned on
the average $24,000. Those who grad-
uated from college and received a col-
lege diploma received on average sal-
ary of 31,000.

According to the U.S. Department of
Commerce, a person with a bachelor's
degree will average 50 to 55 percent
more in lifetime earnings than a person
with a high school diploma.

The entire country benefits. as well
from student loans. For every $1 we in-
vest in education we get enormous re-
turns as a result. Back in 1990, another
study was conducted that analyzed the
school assistance that was provided to
high school students back in 1972.

For every $1 that the Federal Gov-
ernment invested in the student loan
programs at that time, the Govern-
ment received $4.3 in return in tax rev-
enues.

According to a study by the Brook-
ings Institute, over the last 60 years,
education and advancements in knowl-
edge have accounted for 37 percent of
Americas economic growth.

At a time in which education is be-
coming paramount in this global arena.
where it is going to make the dif-
ference for an individual and the kind
of living that can be enjoying for them-
selves and their families, education
puts them on the cutting edge.

Most of all, it puts America on the
threshold of competition for the future.

If we deny individuals the oppor-
tunity to receive an education because
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they lack the financial assistance or
the access to financial assistance.
clearly, we—as a nation, a superpower.
and the world's greatest democracy—
are going to suffer.

Today, lets make sure that we retain
policies that will make higher edu-
cation accessible to millions of low—
arid middle-income families.

Today, let us make a significant con-
tribution to students pursuing a higher
education. Thank you, Mr. President.

Mr. President and Members of the
Senate, I am very pleased to have
joined Senator KASSEBAUM and Senator
JEFFORDS offering this amendment
that essentially restores $5.9 billion to
the student loan program. This essen-
tially reaffirms the position that has
been taken by 67 Members of this body
when we had a vote on this issue last
spring to the budget resolution.

This amendment removes the provi-
sion that increases the origination fee
on student loans. It removes the provi-
sion that allows interest rates to ac-
crue during the so-called 6-month grace
period, and it also eliminates the provi-
sion that allowed interest rates to in-
crease on the PLUS loans from 3.1 per-
cent to 4 .percent.

I think we all acknowledge that col-
lege costs have increased in this coun-
try. In fact. since 1988, they have in-
creased more than 54 percent—16 per-
cent beyond the growth of income for
most families in America. That has re-
sulted in increased borrowing of 219
percent for individuals and families all
across this Nation so that their family
and their children can pursue higher
education.

I think it essential for this country
to retain the policies that ensure ac-
cess for low- and middle-income fami-
lies through these policies.

I also ask unanimous consent to in-
clude as cosponsors of this amendment
Senators ROTH, DOMENICI, PRESSLER,
STEVENS, and SPECTER.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Ms. SNOWE. I yield the floor.
The PRESIDING OFFICER. The time

of the Senator from Maine has expired.
Mr. FRIST. Mr. President, I rise in

support of the Kassebaum amendment
which strikes from the budget rec-
onciliation bill the provisions relating
to a .85 percent school fee, the elimi-
niation of the grace period interest sub-
sidy, and the PLUS loan interest rate
increase.

Mr. President. I am committed to
balancing the budget—this is probably
the single most important thing we can
do for our children and our country.
Today's students will save money if we
succeed in balancing the budget. Ac-
cording to Federal Reserve Chairman
Alan Greenspan, a balanced budget will
lower interest rates by 1-2 percent for
everyone.

I am pleased that the leadership has
found offsets which will make the
Kassebaum amendment revenue neu-
tral. It will allow us to balance the
budget without imposing additional

CONGRESSIONAL RECORD — SENATE
costs on students, their parents or
schools.

This bill also benefits students by al-
lowing those who have paid interest on
education loans a credit against in-
come tax liability equal to 20 percent
of such interest up to $500.

As the father of three young chil-
dren, I believe that education is one of
the most important issues facing our
nation today. We must continue to
offer students across the country the
opportunity to excel and obtain their
goals. Many students depend on the
federal student loan programs as their
only chance to go to college. This
amendment will allow us to preserve
those programs without imposing add i-
tional costs on students.

Mr. EXON. Mr. President, I yield I

minute to the distinguished Senator
from Illinois, Senator SIMON.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. SIMON. Mr. President, I shall
vote for the Kassebaum amendment,
but I have to say I am doing it with
real mixed feelings because it fails to
address something that every higher
education association favors, and that
is direct lending. The colleges and uni-
versities in your States want direct
lending. The bankers in your States
and the guarantee agencies do not
want it because they have a cushy deal
going right now.

The Kassebaum amendment is an im-
provement over the resolution as it is
right now, so I will vote yes for it.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The Senator from New Mexico.
Mr. DOMENICI. I ask for the yeas

and nays.
The PRESIDING OFFICER. The yeas

and nays are requested.
Is there a sufficient second? There is

a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 99,
nays 0, as follows:

IRolIcall Vote No. 504 Leg.I
YEAS—99

Abraham Coverdell Harkin
Akaka Craig Hatch
Ashcroft DArnato Hatfie'd
Baucus Daschlc Heflin
Bennett DeWine Helms
Biden Dodd Hol]ings
Bingaman Dole Hutchison
Bond Domenici Inhofe
Boxer
Bradley

Dorgan
Exon

lnouye
Jeffords

Breaux Faircloth Johnston
Brown Feingold Kassebaum
Bryan Feinstein Kernpthorne
Bumpers Ford Kcnnedy
Burns Frist Kerrey
Byrd Glenn Kerry
Campbell Gorton Kohl
Chafee Graham Ky!
Coats Gramm Lautenberg
Cochran Grams Leahy
Cohen Grassley Lcvin
Conrad Gregg Lieberrnan
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Lott Nunn 5imon
Lugar Pell 5mpson
Mack Pressler 5mith
McCain Pryor 5nowe
McConnell Reid specter
Mikuiski Robb stevens
Moselcy.Braun Rockefeller Thomas
Moynihan Roth Thompson
Murkowski santorum Thurmond
Murray sarbanes Warner
Nickles 5helby Welistone

So the amendment (No. 2962) was
agreed to.

Mr. DOMENICI. Mr. President. I
move to reconsider the vote by which
the amendment was agreed to.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

BUMPERS MOT1O TO COMMIT

The PRESIDING OFFICER. The
order of business is the Bumpers mo-
tion to commit to the Committee on
Finance with instructions.

Mr. EXON. Mr. President, I yield 1

minute to the Senator from Arkansas.
The PRESIDING OFFICER. The Sen-

ator from Arkansas is recognized.
Mr. BUMPERS. Mr. President, in

1981. this body. all but 11 Senators.
voted for a massive tax cut on the ar-
gument that it would help balance the
budget. Eight years and $2 trillion
later, we all knew we had made a mas-
sive mistake. We are about to repeat it,
though not quite the magnitude of
that.

This amendment simply says what
my good friend from New Mexico, the
chairman of the Budget Committee.
said on May 30 of this year, that there
is one thing our side has agreed on:
There will be no tax cut until we bal-
ance the budget.

Senator DOMENICI was right on May
30, and to vote a different way now is
wrong.

The New York Times this very morn-
ing shows that a vast majority of the
American people, even the wealthy who
benefit most from this, are all opposed
to a tax cut until we balance the budg-
et. It is fiscal responsibility, and that
is the reason we call this the fiscal re-
sponsibility amendment.

I yield the floor, Mr. President.
The PRESIDING OFFICER. The Sen-

ator from New Mexico has 1 minute.
Mr. DOMENICI. Mr. President, this

amendment, I think, points up the dif-
ference between the two parties. We
have a balanced budget. It has been
certified by the Congressional Budget
Office. Once we adopt this reconcili-
ation instruction, we will have a bal-
anced budget. Then it is time to give
the taxpayers of America some relief.

We get a $170 billion economic divi-
dend for getting a balanced budget.
What should we do with that money?
Should we spend it. or should we give it
back to Americans, especially families
who are having difficulty raising their
children because we whittled down
their deduction such that they are kind
of on their own?

I believe it is right when you have
made savings and have a balanced
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budget. according to the Congressional
Budget Office, that you ought to give
money back to the people and not let
the dividends sit around so we can
spend it. The people want to spend
their own money. It happens to be
theirs, not ours.

Mr. President, I move to table the
Bumpers motion, and I ask for the yeas
and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to table the Bumpers motion to com-
mit. The yeas and nays have been or-
dered. The clerk will call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER (Mr.

SANTORUM). Are there any other Sen-
ators in the Chamber desiring to vote?

The result was announced—yeas 53.
nays 46, as follows:

[Rolicall Vote No. 505 Leg.J
YEAS—53

Abraham
Ashcroft
Baucus
Bennett
Biden
Bond
Brown
Burns
Campbell
chalce
coats
cochran
coverdell
Craig
DAmato
DeWine
Dole
Domenici

Faircloth
Feinstein
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Kassebaum
Kernpthorne
Kyl
Lieberman
Lott

Lugar
Mack
Mccain
Mcconne'l
Murkowski
Nickles
Pressler
Roth
5antorum

Simpson
5mith
5tevens
Thomas
Thompson
Thurmond
Warner

NAYS—46
Akaka
Bingaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
Cohen
Conrad
Daschle
Dodd
Dorgan
Exon
Feingold
Ford

Glenn
Graham
Harkin
HetIin
Hollings
Inouye
Jeffords
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin
Mikulski

Moseley.Braun
Moynihan
Murray
Nunn
Pelt
Pc-yor
Reid
Robb
Rocke1Ier
5arbanes
5imon
5nowe
specter
Welistone

So the motion to lay on the table the
Bumpers motion to commit was agreed
to.

Mr. DOMENICI. Mr. President. I
move to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

BAUCU5 MoTIO TO COMMIT
Mr. EXON. Mr. President, according

to the pending business, the next item
of business is the rural restoration mo-
tion,

I yield to the Senator from Montana
for 1 minute.

Mr. BAUCUS. Mr. President. the
budget bill before us is a raid on rural
America. It cuts the farm program and
begins to eviscerate, obliterate the
farm program by cutting $13.4 billion
over 7 years. 25 percent cut. The budget
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bill cuts health care, disproportion-
ately affecting rural America because
our hospitals have so many seniors.
Medicaid is cut, hurting rural America.
There is already a tendency for people
to leave the farm and go to the city to
seek some job to survive. We here
should be sensitive to rural America.
not insensitive, by raiding rural Amer-
ica. This bill before us raids rural
America. accelerates the transfer of
people from rural America to the city,
which is something we should not do.

So my amendment simply says to the
Finance Committee, go back and re-
store some of these provisions that af-
fect rural America. but still balance
the budget.

I urge adoption of the amendment.
Mr. DOMENICI. Mr. President. under

the proposed reforms in this bill, the
Federal Government will be spending
and continue to spend $64.8 billion in
outlays over the next 7 years for com-
modity-related programs.

Farmers will benefit the most of all
groups of Americans if interest rates
come down because they rely most on
borrowed money, as compared with any
other group of business men or women
in the country.

Farmers and rural America will also
benefit from the capital gains reduc-
tion in this bill.

In addition, this amendment in-
structs the Finance Committee to
make changes in programs that are not
even within their jurisdiction.

Mr. President. since that makes it
not germane. I raise a point of order
that this motion violates the Budget
Act.

Mr. EXON. Mr. President. pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
consideration of the pending motion.
and I ask for the yeas and nays on the
motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to waive the Budget Act.

The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 46,
nays 53. as follows:

[Rolicall Vote No. 506 Leg.]

Rockefeller 5imon Welistone

NAYS—53
Abraham Faircloth Mack
Ashcroft Frist McCain
Bennett Gorton McConnfl
Bond Gramm Murkowski
Bradley Grams Nickles
Brown Grassley
Burns
Campbell
Chafee
Coats
Cochran
Cohen
Coverdell
Craig
DAmato
DeWine

Gregg
Hatch
Hatflcld
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Kyl

Roth
Santorum
Shelby
Simpson
Smith
Specter
Stevens
Thomas
Thompson

Dole Lott Thurmond
Domenici Lugar Warner

The PRESIDING OFFICER. On this
question, the yeas are 46. the nays are
53. Three-fifths of the Senators duly
chosen and sworn not having voted in
the affirmative, the motion is rejected.

The point of order is sustained and
the motion falls.

Mr. ABRAHAM. Mr. President, I
move to reconsider the vote, and I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, I sug-

gest the absence of a quorum and ask
unanimous consent that time be
charged to neither side.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The clerk will call the roll.
The bill clerk proceeded to call the

roll.
Mr. DOMENICI. Mr. President. I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOMENICI. Mr. President, I un-
derstand that it is our turn for three
successive amendments, and the first
of those three that we have on our side
will be the Social Security earnings
test by Senator MCCAIN.

Will the Chair announce how much
time is on these three amendments?

The PRESIDING OFFICER. Ten min-
utes equally divided.

The Senator from Arizona.
Mr. FORD. Mr. President. will the

Senator yield for just a minute? We
were looking for what these amend-
ment are. Can we have those? It just
says 'Finance Committee amend-
ment,' and we do not know what it is.
We need a little bit of information.
That was required of us last night.

I thank the Chair.
I am grateful to the Senator. I thank

him.
AMENDMENT NO. 2964

(Purpose: To express the sense of the Senate
i-egai-dng the need to raise the Social Se-
curity earnings limit)
The PRESIDING OFFICER. The

clerk will report the amendment.
The legislative clerk read as follows:
The Senator from Arizona (Mr. McCJN).

for himself. Mr. DOLE. Mr. COATS, and Mr.
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Akaka
Baucus
Biden
Bingaman
Boxer
Breaux
Bryan
Bumpers
Byrd
Conrad
Daschle
Dodd
Dorgan
Exon

YEAS—46
Feingold
Feinstein
Ford
Glenn
Graham
Harkin
HetIin
Hollings
Inouye
Johnston
Kennedy
Kerrey
Kerry
Kohl

Lautenberg
Leahy
Levin
Lieberman
Mikulski
Moseley-Braun
Moynihan
Murray
Nunn
Pell
Pryor
Reid
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NICKLES, proposes an amendment numbered
2964.

At the appropriate place in the Act, add
the following:

SEC. . SENSE OF THE SENATE—The Senate
finds that

(a) The Senate has held hearings on the so-
cial security earnings limit in 1994 and 1995
and the House has held two hearings on the
social security earnings limit in 1995:

(b) The Senate has overwhelmingly passed
Sense of the Senate language calling for sub-
stantial reform of the social security earn-
ings limit;

(c) The House of Representatives has over-
whelmingly passed legislation to raise the
exempt amount under the social security
earnings limit three times, in 1989, 1992, and
1995;

(d) Such legislation is a key provision of
the Contract with America;

(e) The President in his 1992 campaign doc-
ument Putting People First' pledged to lift
the social security earnings limit:

(f) The social security earnings limit is a
depression-era relic that unfairly punishes
working seniors; therefore,

(g) It is the intent of the Congress that leg-
islation will be passed before the end of 1995
to raise the social security earnings limit for
working seniors aged 65 through 69 in a man-
ner which will ensure the financial integrity
of the social security trust funds and will be
consistent with the goal of achieving a bal-
anced budget in 7 years.

Mr. MCCAIN. Mr. President. this
amendment signals the Senate's intent
to move forward expeditiously on re-
forming the earnings test. The major-
ity leader has let it be known that he
will move this matter soon, as early as
next week depending on the action of
the House of Representatives. I appre-
ciate the leadership of the majority
leader, and I also want to thank former
Finance Committee chairman, Senator
Packwood, and Senator MOYNIHAN for
their help arid for their support on this
matter.

Additionally, I want to note that the
House of Representatives today passed
a similar amendment by the over-
whelming vote of 414 to 5.

Mr. President, the Social Security
earnings test was created during the
Depression era when senior citizens
were being discouraged from working.
This may have been appropriate then
when 50 percent of Americans were out
of work. But it is certainly not appro-
priate today. It is not appropriate
today when seniors are struggling to
get ahead and survive on limited in-
comes. Many of these seniors are work-
ing to survive and make it on a day-to-
day basis.

Mr. President, most Americans are
amazed to find that older Americans
are actually penalized by the Social
Security earnings test for their produc-
tivity. For every $3 earned by a retiree
over the $11,160 limit, they lose $1 in
Social Security benefits. Due to this
cap on earnings, our senior citizens,
many of whom are existing on low in-
comes, are effectively burdened with a
33-percent tax on their earned income.

I want to point out this only applies
to people who have to go to work. If
someone is very rich and has a trust
fund, pension, stocks, all of the gain
that is accrued from that is not tax-
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able. It only applies to low-income and
middle-income Americans who in our
society today have to go to work trag-
ically for a broad variety of reasons.

Mr. President, there has been a lot of
partisanship back and forth today,
some regrettably and some of it is a
natural happenstance when a revolu-
tion is taking place because that is ba-
sically what this is all about.

Let me point out that I heard a lot of
pleas and cries in behalf of seniors on
the part of friends on the other side of
the aisle. In 1987, I came to the floor of
this body and sought repeal of the So-
cial Security earnings test. There was
a hearing in the Finance Committee
chaired by former chairman and former
Secretary of Treasury Bentsen.

In 1988, I brought this amendment to
the floor, and in 1989 I brought it to the
floor, and in 1990, 1991, 1992, 1993, and
1994. And each time on the other side of
the aisle it was turned down.

I am happy to say that now this side
is in the majority. In both bodies we
will repeal the onerous and outrageous
earnings test which on the other side
they failed to do.

Mr. President. if I sound a little ex-
cited about that, it is because we have
had a lot of rhetoric today about how
cruel Members on this side of the aisle
are to senior citizens.

The best way, the most effective way
that we can help senior citizens today
is for those who seek to go to work and
have to work for a broad variety of rea-
sons to be allowed to keep their earn-
ings. And, by the way, it would only be
raised up to $30,000.

Mr. President, there is a couple who
are friends of mine who live near me in
northern Arizona. They are low-income
Americans. They have a son who had
prostate cancer. The son has a daugh-
ter that he has to take care of in a
home. My friend's wife had to go back
to work in order to support her son and
her granddaughter. She went to work
in a hospital where she has been work-
ing. She dramatically increased her
hours because she is now helping her
son who had prostate cancer and was
out of work. And she gets what? She
found out 2 weeks ago that she owes
the Federal Government $1,200 because
she exceeded the $11,000 limit.

So her ability to care for herself, her
husband, her son and her grand-
daughter is dramatically penalized be-
cause this earnings test puts her in the
highest tax bracket of anyone in Amer-
ica. amongst the richest.

Mr. President. as I said before, there
is also a myth that repeal of the earn-
ings test would only benefit the rich.
Nothing could be further from the
truth. The highest effective marginal
rates are imposed on the middle-in-
come elderly who must work to supple-
ment their income.

Mr. President, finally it is simply
Outrageous to continue two separate
policies that both keep people out of
the work force who are experienced and
who want to work. We have been
warned to expect a labor shortage. Why
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should we discourage our senior Citi-
zens from meeting that challenge?

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. EXON. Mr. President, in order to
move things along, we have a great
amount of work to do, we yield back
our allotted 5 minutes.

Mr. McCAIN. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. McCAIN. Mr. President, I ask

unanimous consent that editorial en-
dorsements from several newspapers.
and also from various organizations.
ranging from the Seniors Coalition to
the National Council of Senior Citi-
zens, and others, be printed in the
RECORD.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:

EDITORIAL ENDORSEMENTS

Chicago Tribune: The skill and expertise of
the elderly could be used to train future
workers, while bringing in more tax dollars
and helping America stay competitive in the
21st century.

Los Angeles Times: As the senior popu-
lation expands and the younger population
shrinks in the decades ahead, there will be
an increasing need to encourage older work-
ers to stay on the job to maintain the na-
tion' s productivity.

The Baltimore Sun: The Social Security
landscape is littered with a great irony:
While the program is built on the strength of
the work ethic, its earnings test actually
provides a disincentive to work. . . One con-
sequence of this skewed policy is the emer-
gence of a gray. underground economy—a
cadre of senior citizens forced to work for ex-
tremely low wages or with no benefits in ex-
change for being paid under the table.

Dallas Morning News: Both individual citi-
zens and society as a whole would benefit
from a repeal of the law that limits what So-
cial Security recipients may earn before
their benefits are reduced.

The San Diego Tribune: The benefit-reac-
tion law made some economic sense when
Social Security was established in the 19305
and the government wanted to encourage the
elderly to leave the labor force and open up
jobs for younger workers. But with declining
birth rates and the nation's need for more,
not fewer, experienced workers. the measure
is bad for the nation as well as its older
workers.

Wall Street Journal: The punitive taxation
of the earnings limit sends the message to
seniors that their country doesn't want them
to work. or that they are fools if they do.

The New York Times: . . . it is not wrong
to encourage willing older adults to remain
in the work force.

The Orange County Register: Indeed, re-
pealing the tax might actually increase reve-
nues. More people would be working. paying
more taxes of all kinds, including the Social
Security tax. If pur government bureaucrats
want us to keep paying their salaries, the
least they can do is make it possible to work
in the first place.

Houston Post: Equity and common sense
demand that this disincentive to work be
scrapped.

The Cincinnati Enquirer: No American
should be discouraged from working. as long
as he wants to and is physically able to do
so.
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The Indianapolis Star: On the face of it,

the game appears rigged in favor of those
who stop working at 65 and against those
who keep working, in favor of well-to-do re-
tirees and against middle- and low-income
retirees who need a part-time job to help
with expenses.

Forbes: Moreover, people are living longer;
the economy is hurt when artificial barriers
block the full use of our most productive
asset people.

Detroit News: Work is important to many
of the elderly. who are living longer. They
shouldn't be faced with a confiscatory tax
for remaining productive.

IFrom the Los Angeles Times. Nov. 17, 1991)
WHY PUSH THEM OUT OF WORK?

CONGRESS SHOULD EUflNATE OUTMODED
SOCIAL SECtJRITY EARNINGS TEST

There are more than 40 million Americans
age 60 or older, many of whom are eager to
work beyond normal retirement age but
cant afford to, thanks to an outmoded earn-
ings test applied to Social Security recipi-
ents. The Senate, in a provision attached to
the extension of the Older Americans Act,
has voted to eliminate this punitive restric-
tion. The measure now goes to a congres-
sional conference committee, where House
conferees will have a chance to accept the
Senates provision. They should do so. and
the House should adopt it. Millions of work-
ers would be the better for it, and so would
government and society.

Current law says that people between the
ages of 65 and 70 who draw Social Security
and who earn more than $9,720 a year must
lost $1 in Social Security benefits for every
$3 they earn over that limit. This rule effec-
tively applies to those workers a 33% mar-
ginal tax rate—higher than anyone else must
pay—but there is more. Sen. John McCain
(R-Ariz.) says that when federal, state and
other Social Security taxes are factored in,
the tax bite approaches nearly 70%. If that
isn't age discrimination, McCain suggests.
nothing is.

There is no earnings ceiling for Social Se-
curity recipients age 70 or older. It's nonsen-
sical to have one for those younger. Main-
taining the arbitrary ceiling and taxing
away 33 cents out of every dollar earned
from those who exceed it drives millions of
productive workers into forced retirement.
The nation's economy is not so robust that it
can afford to lose willing, able and experi-
enced employees. Federal and state treasur-
ies are not so flush they can pass up the rev-
enues that could be had from taxes on the
higher earnings of older workers.

Why chase people who want to work out of
the labor force? Why make this pool of tal-
ent lie stagnant? The earnings ceiling is an
echo of an earlier time when it was argued
that older workers had to be pushed into re-
tirement to make jobs available for new en-
trants into the work force. Demographics
and the needs of the economy have changed.
Millions of those older workers want to go
on working without being punished if they
earn too much. The time has come to let
them do so.

IFrom the Arizona Republic. Nov. 17, 19911
AGE DISCRDflNATjON: LIFT EARNINCS CAP

Congress dotes on its anti-discrimination
record. How then to explain why its continu-
ing prejudice is targeted at a particular mi-
nority?

The earnings cap on Social Security bene-
fits is a form of discrimination. 'The earn-
ings test translates into an effective tax bur-
den of 33 percent. Sen. John McCain told a
Senate committee. "Combined with federal.
state and other Social Security taxes, it can
amount to a stunning tax bite of nearly 70
percent.'
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The cap on earnings—set at 59.720 for retir-

ees age 65 to 70—is age discrimination of
the worst kind, the senator said, and that
"is plainly wrong.' For every $3 earned
above the cap, seniors lose SI in benefits.

As Mr. McCain points Out, it is foolish to
maintain a policy that keeps people with ex-
perience and a willingness to apply their
skills out of the work force, especially when
the country faces economic stagnation and
declining international competitiveness.

Punishing people for working is wrong in
an even more fundamental way. It violates
an American principle known as the work
ethic. Surely it is poor social policy to main-
tain disincentives to productive labor. Better
to let seniors who have something to con-
tribute slip back into harness. Besides, many
of them need the extra income.

The Bush administration argues that
eliminating the earnings test would cost $3.9
billion in fiscal 1992. Sen. McCain disagrees.
He argues that lifting the cap would save
money, both through the coliection of addi-
tional taxes on the earnings of seniors and
administrative savings.

A Senate-passed measure to lift the cap is
now in a conference committee, where it
must be reconciled with a House-approved
bill that would not eliminate the earnings
penalty. If the House cares anything at all
about fairness, it will end the discrimination
now in place and free older Americans to
work.

[From the Chicago Tribune. Jan. 5, 1991)
END SOCIAL SECURITY EARNING CURBS

(By U.S. Rep. J. Dennis Hastert)
When a country doesn't support its stated

goals by adopting policies to achieve those
goals, its aims become unattainable. Such is
the case with our goal of restoring U.S. com-
petitiveness in the global market. We say we
want to regain our competitive edge. yet we
follow obsolete policies that preclude us
from fielding the most productive work force
possible.

The most pernicious example of this prac-
tice is the continued application of the So-
cial Security Earnings Test, a Depression-
era relic that penalizes senior citizens who
work after they retire. By forcing seniors to.
forfeit one-third of their Social Security
benefits after they earn more than a ridicu-
lously low amount, the Earnings Test tells
the elderly we no longer value their exper-
tise and experience.

Seniors between 65 and 70 who earn more
than $9,360 are slapped with a 33 percent pen-
alty. In short, the government siphons $1 in
penalties for every $3 a productive senior
earns over the limit. When coupled with fed-
eral taxes, seniors who earn a penalty $10000
a year are faced with a 56 percent marginal
income tax rate—twice the rate of million-
aires.

The Social Security Earnings Test is age
discrimination. pure and simple. Not only
does it discriminate against one age group, it
also afflicts the seniors who need extra in-
come the most. Seniors can receive stock
dividends and interest payments without los-
ing Social Security benefits, but those who
work at low-paying jobs to make ends meet
are punished for attempting to remain finan-
cially independent.

At a time in our nation's history when the
operative buzz word is "competitiveness,"
policymakers are hypocrites when they
preach the gospel of working harder while re-
taining outdated policies that strip our labor
force of productive and experienced workers,
Just as business leaders must modernize
their factories. congressional leaders must
update public policy.

The Social Security Earnings Test was in-
stituted in the 1930s to discourage seniors
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from working and make room for younger
Americans to enter the work force. Whether
this was a good idea at the time is hardly
relevant; as the U.S. population ages. seniors
are becoming an increasingly important seg-
ment of the labor force. The government
should support them, rather than financially
penalize them, for remaining active and pro-
ductive,

By the end of this decade, there will be 1.5
million fewer members of the work force
aged 16 to 24. Coupled with this trend is the
fact that there is a sharply increasing num-
ber of older persons relative to the working
population. To respond to these challenges,
the United States needs to attract more peo-
ple to participate in the labor force.

I have introduced legislation that would
help our businesses adapt to the demands of
the international marketplace by making
our work force more productive. My bill,
H.R. . the Older Americans Freedom to
Work Act, has a majority of House members
as co-sponsors. as well as considerable sup-
port in the Senate (Sen. Rudy Boschwitz. R-
Minn., introduced the Senate version). But
many in the House leadership remain op-
posed to it, The Ways and Means Committee
chairman. Rep. Dan Rostenkowski (D-Ill.).
and Social Security subcommittee chairman,
Rep. Andrew Jacobs (D-Ind.), are laboring
under the incorrect assumption that repeal
of the Earnings Test will lead to a shortfall
in government revenue, when exactly the op-
posite is true.

If the Earnings Test is repealed. more sen-
iors—up to 700,000, according to the National
Center for Policy Analysis, an economic re-
search group—would rejoin the work force,
expanding the tax base and increasing the
amount of tax revenue the government re-
ceives from these returning workers and tax-
payers. As a result, the NCPA reported. the
annual output of goods would increase by at
least $15.4 billion.

The NCPA, in concert with the Institute
for Policy Innovation, another research
group, revealed these findings in a recently
published report, "Paying People Not to
Work: The Economic Cost of the Social Se-
curity Earnings Limit."

Repealing the Earnings Test would also be
a federal revenue gainer. the groups re-
ported. "Government revenue would increase
by $4.9 billion. more than offsetting the add i-
tional Social Security benefits that would be
paid," the report stated.

The few remaining naysayers who continue
to oppose repeal of the Earnings Test base
their opposition on the belief that Social Se-
curity is an insurance policy. Specifically,
Jacobs argues that benefits should be allo-
cated only to those who are ' retired—and if
someone is still working. and hence not 're-
tired," he or she should not receive full bene-
fits.

This reasoning ignores the difficulty sen-
iors encounter in attempting to survive sole-
ly on Social Security or working at a job:
seniors frequently need both to make ends
meet, Because economic realities necessitate
more money than Social Security or. say. a
job at McDonald's provides. the Earnings
Test must be repealed. Jacobs is simply Out
of step with the realities of the cost of living
in the 1990's.

It is disturbing that two powerful commit-
tee chairmen are in a position to block land-
mark legislation that has the official sup-
port of a majority in the House.

It would be one thing to have the Older
Americans Freedom to Work Act deliberated
on the House floor and tabled. At least then
the merits—or what some believe to be the
lack thereof—would have been put in the
open and subject to public inspection.
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• But a powerful minority of House leaders

are doing everything in their power to make
sure this bill is never debated on the House
floor. Because of their refusal to allow delib-
eration on the proposed repeal of the Earn-
ings Test, one can only conclude that they
are fearful open discussion would lead to an
even greater groundswell of public support
and a demand that Congress move swiftly to
approve the bill.

As our country takes steps to make itself
more economically competitive for the 21st
Century. it is clear that we will have to use
every available resource, especially in the
U.S. work force. Remaining competitive in
the next century requires adopting policies
that foster economic vibrancy and doing
away with outdated policies that inhibit it.
Repealing the Social Security Earnings Test
will both encourage a large portion of the
population to remain productive and help
bolster the economy. The realities of our
economic situation demand that we do so.

AIR FORCE SERGEANTS ASSOCIATION,
INTERNATIONAL HEADQUARTERS.

Temple Hills. MD. January 8, 1992.
Hon. JOHr'J MCCAIN.
(.LS. Senate. Washington. DC

DEAR SENATOR MCCAIN: The Air Force Ser-
geants Association strongly supports your
amendment to 5. 243 to repeal the Social Se-
curity Earnings Test. We have written to the
House and Senate conferees expressing this
support and are ready to assist in any way
possible.

Sincerely,
JAMES D. STATON,

Executive Director.

THE SENIORS COALiTION,
Washington, DC, January 26. 1995.

Hon. JOHN MCCAIN, -

U.S. Senate, Washington, DC.
DEAR SENATOR MCCJN: I wanted to take

just a moment to thank you for introducing
the Senate measure to repeal the Social Se-
curity Earnings Test.

The Seniors Coalition has made this issue
the cornerstone of our legislative agenda
over the past three years. We have worked
closely with Rep. Dennis Hastert in the
House of Representatives and will continue
to work with the House Republican Con-
ference now that the Contract With America
addresses the earnings limit.

I am enclosing for your information our
Issue Paper on the earnings limit, as well as
my recent testimony to the Ways and Means
Social Security Subcommittee. The Seniors
Coalition is ready to assist you in any way
possible to ensure the success of your meas-
ure. This issue is very important to our two
million members and they love being asked
to get involved with legislative issues.

Please feel free to contact may assistant.
Kimberly Schuld at (703) 591—0663 if there is
anything we can do to help.

Sincerely.
JAKE HANSEN,

Vice President for Government Relations.

WALT DISNEY WORLD Co..
June 9, 1994.

Hon. JOHN MCCAJN.
U.S. Senate, Senate Russell Building. Washing-

ton. DC.
DEAR SENATOR MCCAJN. We fully support

your proposal to eliminate the Social Secu-
rity Earning Limit for senior citizens age 65
to 69. Furthermore, we favor additional relief
for senior citizens in the age group 62 to 64
who are faced with an even more stringent
limit on their earnings.

In today's society. Social Security is a sup-
plement to a senior's income which is tradi-
tionally pension and investments. Unfortu-
nately, some must continue to work to
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maintain a quality of life that is becoming
evermore expensive.

Our opinion is formulated by the following
compelling issues:

Our nation is faced with a shrinking labor
supply for one of the fastest growing sectors
of the economy—the service sector. Many
seniors are fully capable of and interested in
filing these openings.

As stated in your fact sheet, we should not
have a system that has built-in disincentives
that inhibit seniors from working.

The current cap' of $8040 does not permit
a senior in the 62-64 age group to work in a
minimum wage ($4.25/hour) job for an entire
year without incurring a penalty on the last
10% of their income.

Seniors represent a growing part of our
population who possess skill and attributes
that employers are seeking. Seniors offer ex-
perience and an excellent work ethic to an
employer.

Also, in light of the health care reform
issue that is on everyone's mind, by raising
the earnings "cap,' this will allow seniors to
avoid the Catch-22 of not being able to work
enough hours to qualify for health care at
most corporations.

In conclusion, we believe that seniors
should always be able to work in a minimum
wage paying job full time (40 hours per week)
without being penalized. To ensure that this
is not a future problem. we recommend that
the Social Security Earnings Limit be in-
dexed at 25% above the annual full time in-
come based on prevailing federally mandated
minimum wage. Currently, that would in-
crease the cap to $11,050. Internally, this
would allow us to hire a senior, have them
work 30 hours per week, and penetrate the
rate range to the second step before reaching
this new ceiling.

Thank you for the opportunity to express
our views on this important issue.

Sincerely.
DIANNA MORGAN.

NATIONAL COUNCIL OF SENIOR CITIZENS.
Washington, DC. September 9. 1992.

Hon. JOHN MCCAJN.
U.S. Senate, Russell Senate Office Building,

Washington, DC.
DEAR SENATOR MCCAIN: We urge your sup-

port of an early and positive vote for 5. 3008.
the Older Americans Act (OAA) reauthoriza-
tion. We believe that further delay in reau-
thorizing the Act is a disservice to the mil-
lions of seniors and their families who de-
pend on vital OAA programs.

The National Council of Senior Citizens.
comprised of five million seniors active in
five thousand clubs and Councils, has made
passage of the OAA reauthorization one of
our highest priorities for this Session. The
Council has historically supported a sound
Social Security retirement test amendment
has caused a yearlong delay in final passage
of the OAA. The two issues should be sepa-
rated now and support of 5. 3008 is the best
way of resolving this matter.

Inaction on 5. 3008 will be the cause of fur-
ther loss of resources and a weakening of the
national commitment to meet the needs of
older persons at risk. We trust that we can
count on your vigorous support of 5. 3008.

Sincerely.
LAWRENCE T. SMEDLEY.

Executive Director.

COUNCIL OF JEWISH FEDERATIONS,
Washington. DC. July 23, 1992.

DEAR SENATOR: On behalf of the Council of
Jewish Federations, I am writing to urge the
immediate passage of the reauthorization of
the Older Americans Act. S3008. Millions of
older citizens depend on the programs funded
in this Act for community and social serv-
ices. nutrition programs, senior centers,
legal assistance, homebound care and assist-
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ance, research and demonstration, and em-
ployment opportunities.

As a network of over 200 Jewish Federa-
tions and their affiliated social service agen-
cies. we are charged with the responsibility
for providing thousands of elderly people
with a life of quality. The Older Americans
Act, with its coordination between local,
state, and federal agencies, enables us to do
this.

The Older Americans Act, originally en-
acted in 1965, has been a framework for pro-
viding vital nutritional and social services
to the elderly community for over 25 years.
At a time when seniors are growing as a pop-
ulation, the Older Americans Act should not
be pulled from them. By passing the Older
Americans Act the Senate will move one
step further along in the process necessary
to ensure that the elderly may continue to
receive the quality care they need.

We urge you to pass this critical legisla-
tion immediately.

Sincerely.
MARK E. TALISMAN,

Director.

OLDER WOMEN'S LEAGUE,
Washington, DC. September 9, 1992.

DEAR SENATOR: On behalf of the Older
Women's League, I am writing to urge you to
pass the Older Americans Act. S.3008. before
Congress adjourns.

I cannot stress strongly enough how im-
portant it is to pass the Older Americans
Act. The reauthorization of this legislation
and its programs is critical to providing con-
tinuing supportive services for millions of
older Americans, most of whom are low-in-
come and women. Without final passage. im-
portant new programs cannot be initiated
and the White House Conference on Aging
cannot take place. Amendments of particu-
lar importance to OWL are those requiring
data collection on long-term care workers.
and supportive services for family
caregivers.

From its inception, the Older Women's
League has sought changes in Social Secu-
rity that would make the system more equi-
table for women. While OWL has endorsed
the Social Security provisions attached to
the OAA conference bill passed by the House
of Representatives, we believe that these and
other changes to Social Security should be
dealt with in a more appropriate legislative
measure. We hope to continue working with
Congress next year to make Social Security
equitable for benefIciaries, particularly
women.

Passage of the Older Americans Act is long
overdue. The Act is the cornerstone of serv-
ices for this country's most vulnerable older
population. Congress must reaffirm its com-
mitment to assure the quality of life sought
for older Americans as declared in Title I of
the Act.

Sincerely.
LOU GLASSE,

President.

NATIONAL COUNCIL ON THE AGING, INC.,
Washington. DC, September 9, 1992.

DEAR SENATOR: The National Council on
the Aging. Inc. urges you to support for im-
mediate Senate action to reauthorize the
Older Americans Act. 5. 3008.

Today, we are joining forces with many
other national organizations to seek your
help in passing a clean Older Americas Act.

For the past two decades, the OAA has pro-
vided vital services including congregate and
home-delivered meals, transportation. infor-
mation and referral, advocacy assistance,
visiting and telephone reassurance, home-
maker services. legal and employment serv-
ices.
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Failure to take action on the reauthoriza-

tion means that none of the many signifi-
cant improvements in OAA services crafted
after long Congressional scrutiny will be ini-
tiated. Inaction has already had an effect on
the current appropriation process in the
House.

The delay in passing the OAA jeopardizes
those services that allow millions of older
Americans to maintain their independence
and dignity. This years amendments, many
of which enhance services under the Act,
cannot be implemented until it passes. Fail-
ure to pass the reauthorization will create a
major rift in the covenant between Congress
and the older population of our country.

I cannot stress strongly enough the impor-
tance of passage of S. 3008. the Older Ameri-
cans Act at this time,

Sincerely.
DR. DANIEL THURSz,

President.

NATIONAL ASSOCIATJON OF
AREA ACENCIES ON ACINC,

Washington. DC. September 9, 1992.
JOHN MCCAIN.
U.S. Senate,
Washington. DC.

DEAR SENATOR MCCAIN: On behalf of the
members of the National Association of Area
Agencies on Aging, I am writing to urge you
to take immediate action to pass the Older
Americans Act reauthorization legislation,
5. 3008. Thousands of older Americans in Ari-
zona and millions of elders across our nation
depend on the services provided under the
Act—information and referral, supportive
services, nutrition programs, transportation.
in-home care and assistance, and the long-
term care ombudsman program.

Senate inaction on 5. 3008 is placing low-
income, minority, and frail elders in jeop-
ardy. Because of resulting funding problems,
older persons are being denied services, there
are increases in service waiting lists, and
higher levels of unmet need,

As you are probably aware, passage of the
Older Americans Act has been stalled by pro-
visions to amend the exemption level of the
Social Security earnings test. For the past
nine months Congress has been unable to
reach an agreement on the earnings test
issue. We strongly believe it is time Congress
moved beyond this impasse by decoupling
the earnings test from the Older Americans
Act—by passing 5. 3008. Further delay will
do a disservice to older persons who depend
on Older Americans Act services. We. there-
fore, urge you to take the necessary steps to
obtain immediate passage of this crucial leg-
islation.

Sincerely.
CHERYLL ScI-RMM,

President.

NATIONAL ASSOCIATION OF
RE'nRED FEDERAL EMPLOYEES.

Washington. DC, September 9, 1992.
Hon. JOHN MCCAIN,
U.S. Senate, Russell Senate Office Building,

Washington. DC,
DEAR SENATOR MCCA1N: The National Asso-

ciation of Retired Federal Employees
(NARFE), and its nearly 450.000 members, is
greatly concerned that the Older Americans
Act has not yet been reauthorized.

Today. we are joining forces with many
other national aging organizations to seek
your help in passing a clean Older Americans
Act. 5. 3008. Unless the Act is reauthorized
soon, we fear that service programs that ben-
efit low-income, minority and frail elders
will bejeopardized.

We hope that you will join with us to urge
passage of 5. 3008 so that Older Americans
Act programs for community and supportive
services, nutrition programs. senior centers.
legal assistance and elder opportunities serv-

ing millions of older Americans will be able
to continue uninterrupted.

Sincerely.
HAROLD PRICE.

President.

NATIONAL ASSOCIATJON OF STATE
UNITS ON ACINC.

Washington, DC. August 28. 1992.
DEAR SENATOR MCCA1N: The National Asso-

ciation of State Units on Aging urges your
support for immediate Senate action to reau-
thorize the Older Americans Act. 5. 3008.
While the Older Americans Act itself has re-
ceived almost unanimous support on the
floor of both Houses, it has been held captive
for months by a host of seemingly never end-
ing congressional procedural roadblocks and
controversial and non-germane amendments.

Failure by the Senate to act swiftly will
result in an unconscionable reduction in
funds available across the nation to provide
meals, transportation. in-home services,
jobs, advocacy for nursing home residents.
elder abuse prevention and similar, often
life-sustaining, services to millions of low-
income and frail older persons.

NASUA's members are the nation's 57 state
agencies on aging, designated by Governors
and state legislatures to represent and serve
older persons in their states. They have tried
to explain to older persons that these frus-
trating delays do not indicate a lack of con-
gressional support for this program which is
so important to them, However. their ques-
tions have turned to anger, their frustration
to disillusionment.

Once again, we urge the Senate's imme-
diate passage of 5. 3008. Swift action can still
avoid unnecessary and unwarranted reduc-
tions in Older Americans Act service funds
and rescue literally years of congressional
work to strengthen the Act from being lost
when this Congress adjourns in a few short
weeks,

Thank you for your consideration of our
views on this issue of critical importance to
millions of older persons.

Sincerely.
DANIEL A. QuiRx,

Executive Director,

NATJONAL COMrVUTrEE TO PRESERVE
SOCIAL SECLJRrIY AND MEDICARE,

Washington, DC, October 25. 1995.
Hon. JOHN MCCAIN,
U.S. Senate. Washington, DC.

DEAR SENATOR MCCA1N: Last year, Con-
gress authorized a Commission to study the
Social Security Notch Inequity as a way to
examine the merits of the arguments for and
against legislative action.

The National Committee welcomed the op-
portunity this Commission presented to ad-
judicate the merits of this long standing
issue.

The Congress is to be congratulated for its
efforts to bring this Commission to life.

This year, the leaders of both parties in
both Chambers have made all of the eight
Congressional appointments,

This month as a part of the LaborIHHS Ap-
propriation Conference report, Congress ap-
propriated $1.8 million so that the Commis-
sion can carry Out its mandate and report
back by the end of the year.

As soon as the President appoints his four
members and designates a Chairperson, the
Commission will proceed.

I hope that you will agree that the Notch
Commission, when activated, will study the
issue and note findings which will produce a
recommendation. Please do your part to
move this Commission into action.

Sincerely,
MARTHA A. MCSTEEN,

President.
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THE RETIRED ENL]STED ASSOCIATION,

Alexandria. VA.Januaryl4, 1992.
Hon. JOHN MCCAIN,
U.S. Senate. Russell SOB. Washington, DC.

DEAR SENATOR MCCAIN: On behalf of the
more than 54.000 members of The Retired En-
listed Association (TREA) it is my pleasure
to offer TREA's support to you in your ef-
forts to repeal the Social Security Earnings
Test.

We of TREA appreciate your willingness to
address what we believe is a penalty imposed
upon older Americans having a strong work-
ethic.

Should you or a member of your staff have
any specific tasking suggestions for this of-
fice on this issue, please don't hesitate to
contact me,

Very respectifully,
JOHN M, ADAMS,

MCPO, USN (Ret.),
Director of Government Affairs.

Mr. DOMENICI, Mr. President. I un-
derstand this amendment is Stacked
now. We do not vote on it now. We go
next to another Republican amend-
ment. We had a change in what our
next amendment would be. But the
Democrats have been advised. This will
be the Helms amendment. Senator
HELMS is ready on the floor. arid they
have a copy of it on the other side.

AMENDMENT NO. 2965

(Purpose: To allow senior citizens to
continue to choose their doctors)

The PRESIDING OFFICER. The
clerk will report.

The assistal-it legislative clerk read
as follows:

The Senator from North Carolina (Mr.
HELMS) proposes an amendment numbered
2965.

On page 461, line 13, after the period, insert
the following:

(3) PoiNT-oF-sEivicE COVERACE.—If a Med-
icare Choice sponsor offers a Medicare
Choice plan that limits benefits to items and
services furnished only by providers in a net-
work of providers which have entered into a
contract with the sponsor, the sponsor must
also offer at the time of enrollment, a Medi-
care Choice plan that permits payment to be
made under the plan for covered items and
services when obtained out-of-network by
the Individual,"

The PRESIDING OFFICER. The Sen-
ator from North Carolina is recognized
for 5 minutes,

Mr. HELMS. Mr. President. I am sure
that I am not alone in my strong feel-
ings that the senior citizens of America
must not be deprived of their right to
choose their own doctors.

The text of my amendment has been
modified to address both my strong de-
sire to preserve the right of the senior
citizens and the concerns of a number
of Senators relating to options.

The pending amendment stipulates
that if a Medicare choice plan offers a
closed plan HMO within the Medicare
margin, that plan must also offer a
point-of-service plan enabling senior
citizens to exercise their freedom of
choice regarding the selection of physi-
cians.

Three summers ago, I had a little en-
counter with some remarkable medical
doctors, who are also my personal
friends. in my hometown of Raleigh. I
was at that time, of course, free to
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choose the team of surgeons who per-
formed my heart surgery.

The point is that all senior citizens
enrolled in Medicare should have the
same choice that I had. And the pend-
ing amendment will enable senior citi-
zens to preserve their right to choose
their doctors.

Most Americans. whether their
health is insured by private firms or by
Medicare, enjoy their freedom to de-
cide which medical professionals will
perform their care and treatment. In
reforming Medicare. Congress must
make sure that senior citizens know
their options and can choose their doc-
tors and other medical providers in-
stead of being required to accept some-
body else's lineup of physicians and
surgeons.

Mr. President. the Senate is consider-
ing major reforms to save Medicare
and prevent its being pushed over the
cliff. Medicare must be reformed before
it goes bankrupt. We agree on that.
Otherwise, the Medicare trust fund will
be flat broke when the 21st century
rolls aroundjust a few years hence.

America's senior citizens—and I am
one of them—depend on the health care
coverage provided by the Medicare sys-
tem, and those of us in Congress have a
duty to make sure that they will not be
forced to give up their right to choose
their doctors. It is vital to their future
security that our senior citizens retain
this right. The power to choose will
place senior citizens firmly in control
of their health care.

Senior citizens may be enticed to
join an HMO because they will gain
coverage for prescription drugs and
eyeglasses and hearing aids.—coverages
rot presently provided by Medicare.

However, without some moderating
legislation. senior citizens could very
well find themselves locked into cov-
erage that limits them to services pro-
vided by HMO-affiliated doctors, other
professionals and hospitals. No longer
would senior citizens have the freedom
to choose their own doctors.

So, Mr. President. these are the rea-
sons why I am introducing this amend-
ment, to make sure that all Medicare-
eligible Americans who choose to en-
roll in an HMO know their options of
choosing the closed panel HMO or the
point-of-service plan offered by the
same insurance company.

Mr. President. consider if you will
the predicament of a patient who re-
quires heart surgery. and whose HMO
will not approve the cardiologist with
whom the senior has built up a long-
standing relationship. My amendment
will enable women being treated for
breast cancer to have more options
when choosing a lower cost plan that
will allow them to continue to see the
specialists familiar with them and
their conditions. For this reason, more
than a hundred patient advocacy
groups have voiced their support for
this amendment.

Point-of-service plans provide a safe-
ty valve to protect seniors who find
themselves in the position of needing
to see a doctor of choice. A point of

service plan enables patients to see
physicians and specialists inside and
outside the managed care network. If
seniors citizens are satisfied with the
care they receive within the network,
they will feel no need to choose outside
doctors and specialists.

Mr. President. CBO has given me re-
peated assurances that a built-in point-
of-service feature—the technical term
for freedom of choice—would not in-
crease the cost of Medicare. In fact. in
testimony before the Senate Budget
Committee, CBO stated that the point
of service option would permit Medi-
care enrollees to go to providers Out-
side the HMO's panel when they want-
ed to, and yet it need not increase the
benefit costs to HMOs or to Medi-
care

Moreover, the actuarial firm of
Milliman and Robertson concluded
that depending on the terms of the
plan and a reasonable cost sharing
schedule, there should be no increase in
cost to the HMO. In fact, there could
actually be a savings.

The fastest-growing health insurance
product is a managed care plan that in-
cludes the point-of-service feature. In
fact, in 1993, 61 percent of all HMOs
offer a point of service option.

Building a point-of-service option
into health plans under Medicare will
not interfere with the plan's ability to
contain cost, nor will it limit their ef-
forts to encourage providers and pa-
tients to use their health care re-
sources wisely. It simply will ensure
that health plans put the patient's in-
terest first.

We can save Medicare. We can extend
its benefits while lowering the tower-
ing costs that beset us today. And my
amendment, we can also preserve a
basic American freedom to choose
ones own doctor.

I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. I ask unanimous

consent that at the expiration or yield-
ing back of debate time on each
amendment, the amendment be laid
aside to consider the next amendment
in order, and that when the next order
of stacked votes begins, each amend-
ment be voted on in the order in which
it was offered.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from Nebraska.
Mr. EXON. Mr. President, I suggest

the absence of a quorum and that it be
charged to the 5 minutes on our allo-
cated time.

The PRESIDING OFFICER. Without
objection, it is so ordered. The clerk
will call the roll.

Mr. DOMENICI. Mr. President. could
you hold up on the quorum?

The PRESIDING OFFICER. Does the
Senator withhold?

Mr. EXON. Be glad to.
Mr. DOMENICI. Are we charging

time because we have not given you
this amendment?
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Mr. EXON. We are having a great

deal of difficulty. Since you have
changed the order of offering amend-
ments. our Senator was not alerted,
and we are having trouble getting him
here.

Mr. DOMENICI. Would you like to
have 5 minutes and charge it to no one
while the Senator gets down here?

Mr. EXON. I would appreciate that.
Mr. DOMENICI. We are just going to

do that.
I ask unanimous consent we go into a

quorum call for 5 minutes and that it
not be charged to the bill or to either
side.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The clerk will call the roll.
Mr. EXON. I thank my friend for his

courtesy.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. INHOFE. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. INHOFE. Mr. President, I ask
unanimous consent that I have a very
brief, 2-minute colloquy with Senator
HELMS.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. INHOFE. I say to Senator HELMS,
just briefly, there was a little evolu-
tionary process that we went through
with this amendment. I think the
amendment is very good, and I am in
support of the amendment. Initially
the Senator had it that under a man-
aged plan. if a person wanted to leave
the managed plan in one area of spe-
cialty. there was a split between the
additional costs, if there were addi-
tional costs, of 70—30 percent. My sug-
gestion in talking with the Senator
and with his staff was it might be a
better idea if we had a managed plan
that allowed the market to take care
of that differential so that if an indi-
vidual went into a managed plan and at
a later date wanted to go to another
specialist, that individual would pay
the differential himself so that the pa-
tient would have the choice of any
practitioner he wanted to use and yet
the savings of the managed plan would
be effected.

My question would be. does the Sen-
ator think that perhaps this might
avoid a duplication of all kinds of actu-
arial calculations. just to have one?
And maybe we could talk about this or
bring this up during the conference.

Mr. HELMS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from North Carolina.
Mr. HELMS. The Senator's sugges-

tion was excellent, and as he knows we
undertook to adjust and modify the
amendment to conform with the Sen-
ator's excellent suggestion.

Now, the HMO may set up a cost
sharing plan in the manner that the
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Senator from Oklahoma suggested. A
plan may require that the senior Citi-
zen pay up to 100 percent of the dif-
ferenCe between what a network doctor
would charge and what the HMO would
pay for the doctor. And that is. of
course, one of the many options.

My amendment is intentionally si-
lent as to how an HMO should set its
cost sharing schedule, but as the Sen-
ator has suggested. HMO's could set
deductibles and other specific cost
sharing arrangements.

So I commend the Senator on his
suggestion. The modified version of the
amendment is at the desk.

Mr. INHOFE. I thank the Senator
from North Carolina.

I thank the Chair.
I would like to have a chance to look

at that. I think we all want to accom-
plish the same low cost and choice.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. INHOFE. I thank the Senator. I
thank the Chair.

Mr. HELMS. I give the Senator a
copy of the modified amendment which
is now pending.

Mr. INHOFE. I suggest the absence of
a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOMENICI. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. DOMENICI. Now, Mr. President,
could I get back to understanding
where we are. We were on a 5-minute
kind of recess waiting for the Demo-
crats to have an opportunity and then
we got a discussion going. which I
think was good, for the record. Now
where are we parliamentarywise?

The PRESIDING OFFICER. The Sen-
ator from Nebraska has 5 minutes re-
maining on his time on the amend-
ment.

Mr. EXON. Mr. President. I thank my
friend and colleague.

I yield back the 5 minutes of time
that was allotted to us in the interest
of conserving time and moving ahead.

Let me say the next amendment that
we have now, which we do not have, is
the amendment to be offered by Sen-
ator BROWN, as I understand it. We are
having a great deal of difficulty with
this shifting back and forth, trying to
accommodate an awful lot of people.
We do not mind accommodating peo-
ple. but it is very difficult for us to
make a determination on these things
and get the proper people here the way
we are receiving the amendments, or
not receiving them, before they are in-
troduced.

Mr. HELMS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from North Carolina.
Mr. HELMS. I ask for the yeas and

nays on the pending amendment.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
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The yeas and nays were ordered.
Mr. HELMS. I thank the Chair.
Mr. DOMENICI. Now. I say to Sen-

ator ExoN, I am willing to accommo-
date whichever way he would like. We
are not ready with the amendment
that we styled for, the Finance Com-
mittee amendment. That is being
worked on now. I mean, that is just a
matter of fact. We cannot bring it until
it is done.

Mr. FORD. Mr. President. would the
Senator yield for a question?

Mr. DOMENICI. Of course.
Mr. FORD. We have a Brown amend-

ment. and Senator BROWN is not even
on the list of 17 given to us. And the
first four that were given to us—

Mr. DOMENICI. He is No. 17.
Mr. EXON. That is a question mark,

yes.
Mr. FORD. BROWN is a question

mark?
Mr. DOMENICI. We never thought he

was a question mark.
Mr. FORD. That is a question mark

on the list the Senator gave to us?
Mr. DOMENICI. Yes.
Mr. FORD. Now, am I to understand

that there will only be 10 out of the 17
that the Senator will give us?

Mr. DOMENICI. Yes. There are only
going to be 10 that we will have 5 min-
utes ona side. Any that are left over go
into the—

Mr. FORD. Third tier.
Mr. DOMENICI. The third tier with

no time.
Mr. FORD. The only thing we have

on the Brown amendment is a question
mark?

Mr. DOMENICI. Yes.
Mr. FORD. We just got it. We do not

know who to go to here or to have de-
bate or if we want to even debate. This
is getting completely out of hand, and
we are not doing it properly. We are
not being fair to either side. I think
that we should stop now and go back
and get it in order. And we will have
ours. You had the first three, and then
we get one. and we can tell you who
that is and what it is about.

But I think we ought to take a few
minutes, get them in order so we will
know and we can have a decent 5-
minute debate on each amendment on
the floor.

Now. I think the Senator from New
Mexico agrees with me because he has
been a little bit frustrated by not being
able to get them in the order in which
he told me that we were going to get
them.

So. Mr. President. I urge that we just
take some time to get the amend-
ments, because we do not know what
the Senator from Colorado is going to
offer, except the question mark.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, may I sug-

gest in the interest of an orderly proc-
ess—I already yielded back 10 minutes
of our time, which still holds—there-
fore. I would suggest possibly it might
be a good idea to take a 15-minute
quorum call without being further
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charged to each side, and to come up
with an orderly process so we can move
expeditiously ahead.

Would the Senator from New Mexico
respond?

Mr. BROWN. Will the Senator yield?
Mr. DOMENICI. Mr. President, I am

going to yield.
Yes, I say to Senator BROWN. I will be

pleased to yield.
Mr. BROWN. I did not mean to inter-

fere. I think the distinguished Senator
from Kentucky raises a very valid
point. As far as I am concerned, I
would be happy to limit my remarks to
1 minute and then to defer for a re-
sponse time, which would give the dis-
tinguished Senator some additional
time to review it. I think this is very
straightforward.

Mr. FORD. We do not even know
what it is yet.

Mr. BROWN. I delivered a copy.
Mr. FORD. Wejust now got it.
Mr. BROWN. I will try to accommo-

date any way I can.
Mr. DOMENICI. Mr. President, first,

let me say we are in very good shape,
comparatively speaking. So. I hope no-
body is taken in by my exaggerations,
or perhaps the exaggerations of the
other side, on how muddled we are. We
are not muddled at all. We were going
to offer a Finance.Committee amend-
ment which is a very important amend-
ment. We have been very forthright. It
is not ready.

Now, having said that, we do not
have your No. 1 amendment from the
second tier. We have a statement of it.
We have the Biden tax credit. We have
not seen it either. And the Breaux
child tax credit has been circulating
around, so maybe we have seen it.

Now, what we would like to do is to
have Senator BROWN go next. And, I
say to the Senator, his is an important
amendment, so I would ask him not to
take less than 5 minutes. The Senator
is entitled to explain it.

So we have that. And there are two
changes. Let me see if we can help to
get something done. I do not like being
in this position either. So what we
need to do is to get the Brown amend-
ment. Or does the Senator have it now?

Mr. BROWN. We have copies, and
both sides have it.

Mr. DOMENICI. We ask the Senator
that he give us the remainder of his
first three that we do not have.

We would like 15 minutes; do it the
Senator's way. And we will try to get
our amendments and get them to the
other side. We are having some dif-
ficulty because our people did not
know exactly when they were going to
come up. We drew some arbitrary lines
on who was in and who was out, which
is tough for some of them.

So. Mr. President. I ask unanimous
consent that we have a 15-minute
quorum call—

Mr. WARNER. Will the Senator with-
hold?

Instead of the quorum call. could
others address generalities in the
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measure rather than just have a
quorum call put in? This Senator
would require about 6 minutes.

Mr. DOMENICI. Sure. Sure.
Mr. WARNER. I thank the Chair.
Mr. DOMENICI. I ask unanimous

consent that we have 15 minutes with-
out an amendment, divided equally. for
any Senators, half on the other side.
half on ours. that might want to speak
to the bill, and that it not be charged
to anything, because we are getting
very short of time and it is sort of com-
bined—our fault for the time. So let us
not charge it to anyone.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WARNER addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Virginia.
Mr. WARNER. Mr. President, I have

been listening with great attention and
interest to this very important debate
on both sides of the aisle regarding the
Balanced Budget Reconciliation Act of
1995.

I am pleased to support the budget
which follows through on our promise
to balance the budget by the year 2002,
protect Social Security, and save Medi-
care from threatened bankruptcy.

While there has been much debate fo-
cused on the details of this massive
package, I would like to address the
promise to the American people,
present.and future. that this bill rep-
resents. This is not just a budget for
another year. This is not a package of
routine legislative changes. This is a
historic commitment to America that
deficit spending is about to come to an
end and has been brought about during
this first year of the Republican major-
ity in the U.S. Congress.

The net result of a balanced budget
will be lower interest rates for years to
come and as many as 6 million new
jobs. The reforms in this bill will give
the States more control over critical
entitlement programs that have be-
come inflated with the Federal bu-
reaucracy mismanagement of many
years. These programs range from Aid
to Families With Dependent Children
to Medicaid. I strongly support these
initiatives which will let the States de-
cide how best to solve and serve the
problems associated with their own
citizens.

What is best for Virginia is not nec-
essarily the same as what is best for
another State. And this Balanced
Budget Reconciliation Act will move
more power and money out of Washing-
ton back to State governments and
local communities where it properly,
in my judgment, belongs.

I have received correspondence from
many Virginians who support this bill
because it will both balance the budget
for the sake of future American fami-
lies, particularly our children, Mr.
President. and will pave the way for
needed relief for the heavy tax burden
on our present American families.

When this budget reconciliation bill
is signed into law, we will not be at the
end of the trail, but only at the begin-
ning. We will have identified the path
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and the course, but each year we will
have to make spending decisions that
will keep us on the road that is being
defined here today and tomorrow.

During my nearly 17 years as a privi-
leged Member of this body, I have seen
many instances where unforeseen
spending requirements from hurricanes
to peacekeeping operations have arisen
and been funded by the Congress. These
will surely occur from now until the
year 2002 when the deficit is projected
to disappear.

We are now committed to making
our Government live within the fund-
ing levels contained in this bill. If
emergencies occur, we will have to off-
set their costs with spending reduc-
tions. Those budget decisions will be as
difficult in the year 2000 as they are
this year. But this package is a com-
mitment by the Republican majority
and eventually by the entire Congress
that we will stay the course.

Mr. President. I yield the floor.
cAPITAL GAINS TAX ctTrS: A BOOST TO EcONoMIc

CROWFH

Mr. HATCH. Mr. President, I rise in
support of the capital gains tax cut
provisions in the budget reconciliation
bill that lies before us today.

I would like to focus my remarks on
the economic effects that these provi-
sions will have on our country.

Mr. President, what often seems to
get lost in all of the debate about cap-
ital gains is economics.

Opponents of the capital gains tax
cut seem content to promote class war-
fare while ignoring the economic ef-
fects of such a change.

It seems to me. however, that instead
of worrying about whether the so-
called rich will pay less in taxes under
this bill, the most important thing to
focus on is how to sustain and boost
economic growth so we can balance the
budget and create the jobs needed by
the next generation.

The respected economic forecasting
firm of DRI/McGraw Hill has studied
our capital gains tax provisions very
carefully. Their findings appear on this
chart 1 following this statement.

First, we should note that between
now and 1999. DRI projects that about
600,000 new jobs will be created as a di-
rect result of the capital gains provi-
sions contained in this bill.

Of paramount concern to all of us is
the need to expand the job base so that
no matter where one is on the ladder of
success, there is opportunity to move
up economically.

As this chart 2 shows, most of the
new job creation taking place in this
country is provided by new companies
and those that are in the early phases
of their growth cycles.

Look at the figures—while large com-
panies are in the down-sizing mode,
small and medium companies are ex-
panding.

The expanding companies are not the
long established blue chippers. There is
more risk involved investing in these
emerging enterprises than in mature
companies.

By lowering the effective capital
gains tax rates, the risk threshold for
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all investors will decrease and this will
cause more equity funds to become
available to companies that are in the
growth stage.

To illustrate this dynamic. Mr. Presi-
dent, consider the following facts.

From 1969 to 1971, there were on aver-
age 510 new public offerings in this
country per year.

From 1972 to 1976, when the effective
capital gains rates jumped to just over
49 percent. only 145 new public offer-
ings occurred on average each year.

When the effective capital gains rate
fell to 20 percent between 1981 and 1986,
the average annual new public offer-
ings figure jumped to 577.

Between 1987 and 1992, when the cap-
ital gains tax rate jumped up again to
28 percent, the number of public offer-
ings dropped to only 431.

While some growth in new company
formations can be attributed to the
fact that our economy was growing
during those years. one wonders how
much more it might have benefited if
we had not increased the capital gains
tax rate.

Obviously, there is a relationship be-
tween the capital gains tax rate and
the rate at which new companies start
and grow.

And. because these new and expand-
ing companies are fueling most of our
job growth—more than 70 percent of all
new jobs are in small business—we can
see that lowering the capital gains tax
rate will increase the number ofjobs in
this country.

Mr. President, DRI has made three
other projections on chart 1.

Because of the capital gains provi-
sions in this bill, we should experience
a 4.1 percent increase in our capital
stock. a 5.1 percent increase in fixed in-
vestments and a 1.2 percent increase in
labor productivity.

What does capital stock refer to? It
refers to our investment in plant,
equipment, and technology. Even a
ditch digger needs a shovel.

While hundreds of millions of labor-
ers around the world work for mere
pennies per hour, how is it that most of
our American jobs have not already
been exported outside of our country?
The answer is capital stock.

We have one of the highest ratios in
the world of capital stock per labor
hour worked.

In other words, for each hour a la-
borer works, we have more capital in-
vested to support that worker in his or
her job than most of our competitors
around the world.

As a result, on a per capita basis,
American workers are the most pro-
ductive in the world.

This explains how our country grew
from a predominantly agricultural
economy to a predominantly manufac-
turing and services economy without
reducing our agricultural output.

It has been estimated that at the
turn of the century. about two-thirds
of the American work force were in
farming.
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Today, only about 3 percent of Amer-

icans work in farming. Yet, our gro-
ceiy stores and storage facilities are
filled to overflowing even though the
number of mouths to feed has gone up
and the number of agricultural workers
has gone down dramatically.

But for this tremendous infusion of
capital stock into the equation. our
American farmers would probably be
about as productive and well paid as
their counterparts in China.

Because of the capital investment
supporting our workers, we have made
their services more valuable which, in
turn. has prompted higher real wage
rates here than most other countries in
the world.

Mr. President. the critical relation-
ship between capital stock and real
wage rates is illustrated by chart 3.
Note that as our capital stock grows,
real wages increase almost in lock-
step. Thus, it is critical that we main-
tain growth in both capital stock, fixed
asset investment, and worker produc-
tivity.

And, as the DRI projections show, the
capital gains provisions of this bill will
do just that.

Please.note, Mr. President, the DRI
projection in chart 1 that our collec-
tive cost of capital will drop by 8 per-
cent as a result of the capital gains tax
reductions in our bill.

Many believe that our relatively high
cost of capital is a critical area of U.S.
weakness when competing in the inter-
national marketplace.

Thus, in passing a capital gains tax
reduction, we can take a meaningful
step today toward narrowing this criti-
cal competitive gap and helping all
Americans in the process.

It should go without saying that
growth in our collective standard of
living depends upon growth in our
gross domestic product.

Mr. President, a 1.4 percent increase
in GDP in the DRI projections con-
tained in chart 1 might not seem like
very much, but when applied to a $7
trillion economy, we are talking about
an additional $100 billion of growth.

As can be seen from this chart 4, Mr.
President, we treat capital gains more
punitively than most of our major
international competitors.

We can also see why the competitors
in the Far East are gaining on us. We
need to respond to this challenge in
order to enhance our international
competitive position.

Mr. President. much has been said
about the wisdom of lowering capital
gains taxes at a time when we are try-
ing to balance the budget.

In my opinion, tax cuts and bal-
ancing the budget are not mutually ex-
clusive, especially in the area of cap-
ital gains.

Before the Hatch-Lieberman capital
gains proposal underwent minor
changes in the Senate Finance Com-
mittee, the Joint Committee on Tax-
ation projected that it would result in
about $89 billion in lost Federal reve-
nues over 10 years.
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I very much doubt that this projec-

tion will be accurate, for a couple of
reasons.

First, both the CBO and the Joint
Committee on Taxation have a poor
track record in estimating the revenue
effects of capital gains tax rate
changes, as can be seen from this
chart.

In connection with estimated capital
gains realizations for 1991, CBO origi-
nally projected realizations of $269 bil-
lion while the Joint Committee on
Taxation projected realizations of $285
billion.

In reality, there were only about $108
billion worth of realizations for that
year. In other words. the CBO was off
by 60 percent and the Joint Committee
on Taxation was off by 62 percent.

Estimating errors of a similar mag-
nitude were made for 1990. In this case,
the Bush Treasury Department pro-
jected capital gains revenues of $48 bil-
lion, while CBO projected $53 billion for
that same year.

In reality, the revenue only amount-
ed to $28 billion. The cumulative gap
from 1989 to 1992 between the Bush
Treasurys revenue estimates and what
actually was realized totaled $85 bil-
lion. The CBO was $118 billion off the
mark over the same period.

The problem is that the economic
models used by CBO, the Joint Com-
mittee on Taxation, and the Treasury
do not adequately take into account
the macroeconomic feedback effects
caused by changes in the capital gains
tax rates.

This explains the wide divergence be-
tween their projections and reality.

It is a fundamental law of economics
that people respond to incentives. If we
tax a good or service more, people buy
or produce less of it. If we tax capital
more, we get less.

If we lower the tax on capital. we will
create more of it.

For years. the revenue estimating
agencies of the Federal Government
have failed to adequately account for
the feedback effects of taxation.

DRI has included these feedback ef-
fects in its estimate.

As the DRI study indicates in chart 1,
rather than the loss projected by the
Joint Committee on Taxation, we
should actually experience at least a
$12 billion increase in Federal revenues
over the next 10 years.

Personally, I believe this estimate to
be on the conservative side. I believe a
50-percent capital gains deduction will
unlock the floodgates of capital gains
realizations.

There is an estimated $8 trillion in
unrealized capital gains in this coun-
try. Even if this bill only unlocks a
small percentage of this vast mountain
of capital. we will have unleashed a
tremendous force for growth in our
economy.

With the benefit of hindsight, it is
easy to see that we made a serious mis-
take in raising the effective tax rates
on capital gains after 1986.

Chart 5 shows the foregone realiza-
tions that we missed by the 1986 capital
gains tax increase.
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The lighter bars indicate actual real-

izations. Notice. Mr. President, how
they drop off and stagnate after 1986
while the Standard and Poors stock
index [S & P Index] continued to rise.

The dark bars represent what taxable
capital gains realizations would likely
have occurred if they had kept pace
with the S&P Index. as they did before
the capital gains tax increase.

This helps explain why our capital
gains tax revenues have been so anemic
since 1986.

After jacking up the top effective
capital gains tax rate by 40 percent.
from 20 to 28 percent, some might have
expected a similar 40 percent increase
in capital gains tax revenues.

However. we have only managed to
generate an average of about 64 percent
per year of the capital gains revenue
received in 1986: 28 percent is clearly
higher than the tax rate that maxi-
mizes capital gains revenues to the
Treasury.

Mr. President, recent history has
made it clear that there is a direct re-
lationship between capital gains tax
rates and the amount of revenue from
capital gains realizations received by
the Treasury.

Experience shows that reducing the
capital gains tax rate actually in-
creases government revenues.

Consider the period from 1978 to 1985.
On November 1, 1978, the top capital
gains rate dropped from an effective 49
percent to 28 percent. It fell again in
the middle of 1981 to 20 percent.

Rather than experiencing a similar
reduction in capital gains revenue, as
some might predict. we saw the sharp-
est increase in such revenues since
World War II.

Annual capital gains tax receipts
grew from $9.1 billion in 1978 to $26.5
billion in 1985.

In other words, at the same time we
experienced a 59 percent decrease in
the top capital gains tax rate. our an-
nual capital gains tax revenues in-
creased by 191 percent.

Mr. President. some of my colleagues
on the other side of the aisle are, in ef-
fect, saying that no tax benefits should
go to the so-called wealthy.

This is ludicrous. How do we expect
to attain the economic objectives that
we all are seeking if the wealthy stay
on the sidelines as mere spectators.
rather than as active participants?

Some of my colleagues seem to hold
that no matter how beneficial a certain
course of action is to the economy and
to average Americans, that action is
totally unacceptable if the rich get any
benefit from it.

Abraham Lincoln once observed that
you cannot help the weak by weaken-
ing the strong.

Likewise. we cannot help all Ameri-
cans by punitively taxing wealth. Our
progressive income tax already does a
good job of that.

Trying to craft a set of incentives
that exempts from coverage the very
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people whose conduct is critical to the
attainment of our economic goals just
will not work.

By giving an across-the-board capital
gains tax deduction to everyone alike.
we will encourage an efficient reallo-
cation of resources in such a way as to
stimulate economic growth for all
Americans.

As I mentioned earlier, at stake in
all of this is about $8 trillion of locked-
in capital gains, which if unlocked.
would produce substantial revenue
gains to the Treasury, as well as create
more jobs and economic growth for all
Americans.

Let me close Mr. President, with a
real-life example that indicates that
all of the economic principles I have
talked about actually work and are not
just theories that sound good.

As a division of a major parent com-
pany, Sungard Data Systems had $30
million in annual sales but was losing
money.

The parent company decided to sell
this division. Venture capitalists be-
lieved that they could turn things
around and return Sungard to profit-
ability. The new buyers were correct.

After the sale, the new management
generated over $440 million in revenues
and about $70 million in operating in-
come.

What used to be a 400-employee divi-
sion before the sale turned into a 2,400-
employee company after the sale. This
represents a 500-percent increase in
jobs.

Did the rich venture capitalists get
richer from all of this? Of course they
did. But most importantly, 2.000 people
had good jobs that did not exist before.
This is the way our economy has al-
ways worked.

This is America. where it is possible
to create wealth for oneself by invest-
ing one's sweat, one's brains, and tak-
ing a risk. By so doing, the risk taker
creates wealth and opportunity for
those around him or her.

Now is not time to abandon the eco-
nomic principles that made this coun-
try the greatest economic powerhouse
the world has ever known.

Mr. President. I urge all of my col-
leagues to vote in favor of the tax
package reported Out of the Finance
Committee.

Mr. President, I ask unanimous con-
sent that items referred to above be in-
cluded in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

September 1995 DRL1McGraw Hill study
projects the specific economic benefits that
will result from a 50 percent capital gains de-
duction as follows:

150000 new jobs created each year from
1997—2000.

4.1 percent increase in capital stock.
5.1 percent increase in fixed investment

over 10 years.
1.2 percent increase in labor productivity.
8 percent reduction in the cost of capital.
1.4 percent increase in GDP over 10 years.
$12 billion increase in federal tax revenues

over 10 years.
Who Generates the New Jobs?

Answer: New Companies and Those in the
Early Stages of Expansion:

Small Companies: Added 1.6 million ñt
Jew jobs in 1993: and 25% job growth per yéai-
from 1989 to 1993.

Large Companies: Industries dominated by
large companies had a net decrease of 200.000
Jobs in 1993: and Fortune 500 companies lost
about 3% of theirjobs from 1989 to 1993.

comparative capital gains rates

United States
Japan
France
Germany
South Korea
Taiwan
Singapore

Lesser of 1 percent of gross sale price of 20 percent
of gain.

11.5. AFFILIATED INsULAR AREA5

Mr. AKAKA. I would like to engage
in a colloquy with the chairman and
ranking member of the Committee on
Energy and Natural Resources, and my
good friend, the senior Senator from
Hawaii, on a matter of very great con-
cern to me—a provision in the House
reconciliation bill that is inconsistent
with House and Senate Appropriations
Committee actions and would elimi-
nate our ability to meet some of the
most basic needs in the U.S. affiliated
insular areas.

What the House Subcommittee on
Native American and Insular Affairs
has proposed, and the House has ac-
cepted. may appear to many to be rel-
atively noncontroversial—the repeal of
a $27.7 million mandatory annual ap-
propriation to the Commonwealth of
the Northern Mariana Islands [CNMI]
for infrastructure improvement
projects. The reality. however, is that
this recommendation would wreck—be-
fore it can even be implemented—a
carefully negotiated bipartisan, bi-
cameral agreement made by the Con-
fer-ence Committee on Appropriations
for Interior and Related Agencies.

After outlining the facts in this case,
I would hope and urge that the Senate
conferees conclude that this proposal is
misguided and must be rejected.

In the administration's budget re-
quest it was recognized that the needs
of the Commonwealth of the Northern
Mariana Islands for Federal financial
assistance were decreasing due to local
economic growth. Therefore, the level
of financial assistance could be de-
creased. However, the Administration
and the Appropriations Committees
also recognized that there continue to
be significant future needs and obliga-
tions to be met in other island insular
areas.

The first of these other obligations is
fulfilling the intent of section 103(i) of
Public Law 99-239. the Compact of Free
Association Act of 1985. which obli-
gates the United States to undertake
radiation mitigation measures and to
resettle the people of Rongelap who
were irradiated during the United
States' nuclear testing program in the
Marshall Islands.

Second. Public Law 99-239 also au-
thorizes immigration from the former
Trust Territory of the Pacific Islands
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to the United States and its territories.

In recognition of the impact which this

immigration would have on social serv-
ices. particularly in Guam. section
104(e) (6) of Public Law 99—239 authorizes
compensation to assist in offsetting
the negative impacts of immigration
under the compacts.

Third, economic development in re-
mote American Samoa is still unable
to generate sufficient revenue to meet
all of the territory's basic needs. Of
greatest concern is the Environmental
Protection Agency's estimated $30 mil-
lion backlog in waste water construc-
tion. If these projects are not under-
taken, then the community will face
an increasing risk of contamination of
its groundwater, as well as destruction
of its protective and productive sur-
rounding coral reefs. In addition.
American Samoa's hospital facilities
are nearing the end of their useful life.
The Department of the Interior and the
Army Corps of Engineers estimate ren-
ovation or replacement costs for
healthcare facilities to be between $20
and $60 million.

Finally, the fourth obligation facing
the Federal Government with respect
to the islands is fulfilling our commit-
ment to the CNMI. In 1992, the previous
administration and representatives of
the CNMI reached an agreement under
which the Federal Government would
provide $120 million in financial assist-
ance to the CNMI. to be matched by
$120 million from the CNMI, to meet
the capital infrastructure needs of
their rapidly growing population and
economy. From 1993 to 1995 much of
these funds were provided to the CNMI
under the mandatory appropriation es-
tablished by section 702 of Public Law
94-241, the Covenant to Establish the
Commonwealth of the Northern Man-
anas. However, $77 million remains to
be paid under the agreement.

Given the extreme pressure on the
budget. how were these needs and obli-
gations to the islands to be met? For-
tunately, the administration proposed
a solution which would allow the ap-
propriations committees to avoid the
nearly impossible task of meeting
these needs through large annual dis-
cretionary appropriations. The pro-
posal, contained in the Insular Devel-
opment Act (5. 638). was to reallocate
the CNMI's $27.7 million mandatory an-
nual appropriation to meet needs
among all of the islands. The Energy
Committee held a hearing on this bill
on May 25, 1995, and the full Senate
passed the bill on July 20. The Office of
Management and Budget and the House
and Senate Appropriations Committees
supported the proposal because it
would allow for significant discre-
tionary savings.

In short, there is a solution to a set
of difficult problems. The administra-
tion's original concept was adopted and
modified to specify priorities and fund-
ing levels among these needs. It was
then agreed to on a bipartisan basis by
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the Conferees on Interior Appropria-
tions, who could now also agree to
eliminate discretionary funding to
meet these needs.

Mr. President. it is with the greatest
disappointment that I view the House
recommendation to repeal the CNMI
mandatory appropriation. This pro-
posal completely wrecks the carefully
crafted policy to meet the public
health needs of Samoa. fulfill our com-
mitment to the CNMI, compensate
Guam for the negative social impacts
resulting from compact immigration.
and to acquit ourselves with respect to
our commitments to the nuclear test-
ing victims of Rongelap Atoll.

I would like to call on my good
friend, the Senior Senator from Louisi-
ana and the ranking member of the
Committee on Energy and Natural Re-
sources, to confirm my presentation of
the facts in this matter.

Mr. JOHNSTON. The Senator is abso-
lutely correct. The provisions of the In-
terior conference report were the result
of weeks of careful bipartisan effort. As
ranking member of the authorizing
committee I have been familiar with
each of these issues for many years and
have shared with the Senator from Ha-
waii the frustration of trying to find a
solution. This is why I joined with my
chairman, the senior Senator from
Alaska. in writing to the chairman and
ranking member of the Interior Appro-
priations Subcommittee urging that
the administrations proposal, as modi-
fied and reported by the Committee on
Energy and Natural Resources, be in-
cluded in the Interior appropriations
bill.

I have been dealing with territorial
issues since I first came to the Senate
in 1972. and I can assure my colleagues
that although these islands are small
and remote, their needs are just as real
as those of the States. We have respon-
sibilities to U.S. citizens and nationals
and citizens of the former Trust Terri-
tory that we simply cannot turn our
backs on. After three long years we
have finally come up with a solution to
meet four of our most pressing prob-
lems in the islands. I simply cannot un-
derstand how the House justifies its
proposal, which would ignore these re-
sponsibil ities and commitments.

Let me reassure my colleague from
Hawaii that I will do all that I can to
ensure that the Senate position pre-
vails on this matter.

Mr. AKAKA. I thank my good friend
and would also like to ask the chair-
man of the Committee on Energy and
Natural Resources, whether my under-
standing on these matters is correct.

Mr. MURKOWSKI. I agree with the
Senators statement. In fact. I ask
unanimous consent that the letter sent
by our Committee to the Interior Ap-
propriations Subcommittee requesting
the adoption of 5. 638 be printed in the
RECORD at this point.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:
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U.S. SENATE,

C0MMrrrEE ON ENERGY AND
NATURAL REsouRcEs.

Washington, DC, July 25. 1995.
Senator SLADE GORTON,
Chairman, Subcommittee on Interior and Re/at'

ed Agencies. Committee on Appropriations.
Washington. DC.

DEAR MR. CHAIRMAN: We are writing to you
concerning the funding for the Department
of the Interior's responsibilities for terri-
tories and insular areas, including the freely
associated states. We are concerned over the
action taken by the House in eliminating
funding for staffing and for very important
programs. such as technical assistance, oper-
ations and maintenance improvement, insu-
lar management control. and disaster assist-
ance. Each of these programs, while rel'
atively small, have proved to be of critical
importance in assisting the various island
governments. We understand that both the
Departments of Defense and the Interior
have also expressed their concern over this
action.

The elimination of the salaries for all staff
is perplexing. Including the FY 95 appropria.
tion, there are over $900 million in funding
for the territories and freely associated
states that the Department of the Interior is
responsible for, The Department has reorga-
nized and placed responsibility under the As-
sistant Secretary for Policy, Management
and Budget. As part of that reorganization.
the core permanent staff has been reduced
from 45 to 25. We believe that the staffing
level should be kept to the minimum nec-
essary to enable the Secretary to fully dis-
charge his responsibilities. We have strongly
suggested that they give serious consider-
ation to using at least a portion of the sav-
ings to obtain details from other agencies to
enhance the Departments ability to deal
with problems in the islands and to reduce
the need for permanent staff. We expect that
further adjustments will be made in the fu-
ture as the responsibilities of the Secretary
change. The expected efficiency and greater
emphasis on technical and financial manage-
ment assistance to the areas will be com-
pletely frustrated by the House action.

We do not see how the reductions proposed
by the House can be supported. As you may
be aware, the Senate has passed 5. 638. which
in part would redirect the permissible uses of
that portion of the current entitlement for
the Northern Marianas not needed to meet
the 1992 Agreement on future funding so that
the excess could be used for long-term infra.
structure planning. Those funds would also
provide the ability to meet United States re-
sponsibilities in areas such as assisting in
the resettlement of Rongelap. In part, the
Committee felt that this action would in-
crease the flexibility of the Appropriations
Committee to address critical needs such as
financial management. Enactment of that
provision would also provide a significant
portion of the infrastructure funding for
American Samoa needed to meet critical
health and safety concerns. Given the in-
creasing pressures on the budget, we see no
alternative other than reallocation of the ex-
cess CNMI funding if essential needs are to
be met.

Accordingly, we urge you to reject the ac-
tion taken by the House in eliminating fund-
ing for staff and for essential programs for
the insular areas, If you agree with the ac-
tion taken by the Senate with respect to the
use of excess funding for the Northern Man-
anas, we suggest that you seriously consider
adopting such a provision as part of the Ap-
propriation measure.

Sincerely.
J. BENNErr JOHNSTON.

Ranking Minority
Member.

FRANK H. MURKosKI.
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Chairman.

Mr. MURKOWSKI, Let me also reas-
sure my colleague of my strong desire
to see that our agreement. as set forth
in the Appropriations conference re-
port. not be undermined by the House
reconciliation proposal which con-
tradicts that agreement.

Mr. AKAKA. I thank the Chairman
for his reassurance. Mr. President, fi-
nally I would like to ask the Senior
Senator from Hawaii, for his support
on this matter.

Mr. INOUYE. The Senator is correct.
It comes as a great disappointment to
me that just as the United States was
finally coming to a resolution on how
to meet its obligations on these issues,
the House has proposed to repeal the
source of funding that had been agreed
upon.

I stand with my colleagues on the au-
thorizing and appropriations commit-
tees in urging that the Senate insist on
its position in conference—that the
CNMI's mandatory funding be pre-
served in order to implement the bipar-
tisan, bicameral agreement to reallo-
cate these funds as set forth in the In-
terior Appropriations conference re-
port.

Mr. AKAKA. I thank my colleagues
for their support in ensuring that the
Senate position prevails on this issue.

Mr. KEMPTHORNE. Mr. President, I
rise today in strong support of passage
of the Balanced Budget Reconciliation
Act of 1995. This is not only good legis-
lation. It is historic legislation. For
the first time. in a long time, Congress
has the opportunity to vote for a truly
balanced budget—notjust a theory. not
just rhetoric but an action plan to real-
ize the goal that many thought impos-
sible.

Only once in the past 30 years has the
Federal Government had a balanced
budget. Every other year we 'deficit
spent our way toward a national debt
that now stands at nearly $5 trillion
dollars. That is $19,000 of debt for every
man. woman and child in the United
States. Because the interest on the
debt is threatening to consume ever
larger portions of the budget, this na-
tional debt is currently one of the
greatest threats to our children's fu-
tu re.

For the fiscal year that ended on
September 30 the Federal Government
ran a deficit of $161 billion. If nothing
is done. and we dont change our spend-
ing habits. that deficit will rise to $256
billion by 2002. We must stop borrowing
from the future and learn to live with-
in our means. This budget reconcili-
ation bill gives us the blueprint to ac-
complish that task.

While the American people made it
clear that they wanted the Federal
budget balanced, they also made it
clear that they wanted meaningful tax
relief. The Republican leadership heard
that message loud and clear. Besides
balancing the Federal budget by the
year 2002. the Reconciliation Act of
1995 provides the biggest tax cut in his-
tory—more than $245 billion. Of



October 26, 1995
these cuts 84 percent go to those mak-
ing less than $100,000 and 70 percent go
to those making less than $75000.
These tax cuts are real, significant tax
relief for the families of America. For
example:

A $500 per child under 18 tax credit for cou-
ples earning $110000 or less annually.

20 percent credit of interest paid on stu-
dent loans up to $500 per year. per borrower,
for couples with an adjusted gross income of
$60000 or less.

Raising the income limits for eligibility
for IRAs by $5,000 annually until they reach
$100000 for couples and $85000 for singles and
indexing for inflation and creating a $2,000
IRA for homemakers.

Capital gains reform that deducts 50 per-
cent of the gain for individuals that have
owned property at least I year. which effec-
tively lowers the tax rate to 19.8 percent A
reduction of the corporate rate on tax gains
to 28 percent. Both changes are effective 10-
13—9 5.

Estate tax reforms that will allow more
Americans to continue operating family
owned business after the death of the pri-
mary owner/founder. The first $1.5 million In
value of family owned businesses and farms
are exempt from tax and the tax on the next
$3.5 million is reduced by 50 percent.

These tax cuts are both responsive
and responsible solutions to the exces-
sive taxation that is stealing the finan-
cial independence from American fami-
lies across this country.

The Medicare portion of the budget
reconciliation package is. in every
sense of the word, true reform. It takes
the current system. which is so obvi-
ously flawed and damaged beyond sim-
ple Band-Aid fixes, and transforms it
into something which will truly work.
It will work not only to meet the
health care needs of current and future
senior citizens, it will work to allow
the marketplace, and therefore the
people. to shape the future of health
care.

We all know the level of political
rhetoric which has surrounded the
issue of Medicare reform. The fact re-
mains, however, unless something is
done, and done soon, Medicare will go
bankrupt. This is not a political issue.
This is not a matter ofjust whether or
not Republicans want to change the
system. It is a question of whether or
not we have the courage to make the
tough decisions needed to save the sys-
tem. Simply delaying the pending
bankruptcy for a couple of years will
not be sufficient. We have had enough
of that attitude. It is time to stand
firm and to stop avoiding the difficult
decisions before us. I believe the Re-
publican Medicare reform package does
just that.

The contents of the Medicare reform
proposal have been significantly mis-
represented. I believe it is important to
point Out what the measure reported
out of the Finance Committee does.

The first thing the plan does is pro-
vide choice. For too long we have told
this Nation's senior citizens that they
may not have a choice. When they turn
65, they are placed on Medicare, wheth-
er they want it or not. Until recently.
only a few were even allowed to choose
managed care options instead of fee-

for-service. I believe this is outrageous.
To tell people in this country that they
may not provide for their own health
care as they see fit violates the basic
principles of freedom for which so
many of our seniors fought and sac-
rificed. Some have claimed seniors
have all the choice they need, but that
is simply not true. When older people
are turned away from a health care
providers office because the provider
no longer wishes to struggle with the
regulations and bureaucracy surround-
ing the Medicare Program, they have
no choice. This must simply change.

So what kind of choice will seniors
get to make? Under the Republican
proposal they can stay enrolled in the
current Medicare program. Those wish-
ing to go beyond the present system
may choose from traditional fee-for-
service indemnity health plans—oust
like many of them had before retire-
ment), coordinated care plans, and
high-deductible health plans with med-
ical savings accounts, also known as
MSAs. In addition, the Medicare re-
form plan allows future enrollees to se-
lect from yet unforeseen health options
as they become available, provided the
plans meet minimum Federal stand-
ards. This, I would say to my col-
leagues, is the kind of choice most
Americans already have. Do our senior
citizens deserve any less?

The Medicare reform plan we are de-
bating also addresses another issue,
fraud, which Idahoans have told me
should be one of the primary focal
points of any reform effort. I am
pleased our plan takes serious efforts
to reduce health care fraud and abuse.
Specifically, the bill provides for the
establishment of coordinated efforts by
Federal. State. and local law enforce-
ment officials to combat fraud. The bill
also instructs the Secretary of Health
and Human Services to exclude individ-
uals convicted of health care fraud
from receiving payments under Medi-
care and Medicaid. Furthermore, the
reform package would establish a new
criminal statute, with specific criminal
penalties, and would also increase fines
and civil penalties for health care
fraud.

With expanded choice and reduced
fraud, one must wonder why there is so
much opposition to our Medicare re-
form plan. I believe it stems from fear
based on misinformation. In an at-
tempt to set the record straight, I
would like to take this opportunity to
point Out what the reform package
does not do.

First, this proposal does not cut Med-
icare. Under the Republican plan. Med-
icare will continue to grow by 6.4 per-
cent each year. Over the next 7 years,
expenditures for Medicare will grow by
nearly $2,000 per recipient. Only in
Washington could a $2,000 increase in
payments per person be labeled, by
some, as a cut.

The GOP plan also does not force
people to give up Medicare or to join
managed care organizations. As I stat-
ed before, the plan offers seniors a
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choice. It lets them, rather than the
Government, decide how one will re-
ceive health care. I believe this Na-
tion's senior citizens can make those
choices.

In addition, the spending reductions
included in the Medicare reform pack-
age are not, and I will repeat this, are
not, related to a tax cut. The bill ex-
plicitly states that savings generated
from reforming the Medicare system
may not be used for any purpose other
than saving and preserving the Medi-
care system. Whether or not we adopt
any tax cuts, we need these savings to
preserve the system for current and fu-
ture recipients.

Finally, to those who say smaller
savings would be sufficient, I would ask
them to define 'sufficient." While the
Democrat 5 proposal would prevent the
system from going bankrupt in 2002, as
it is currently on a pace to do, it would
allow the system to fail only 2 years
later. This attitude of 'put it off until
it is someone else's problem" is pre-
cisely why the United States is in the
economic mess it is. A,s the Medicare
trustee's said, 'prompt, effective, and
decisive action is necessary." Simply
delaying the inevitable is not a solu-
tion.

I was pleased to note that my home-
town newspaper, The Idaho Statesman,
shares this view, In a recent editorial
the newspaper stated. Without enor-
mous changes like those proposed by
the GOP. the program will go broke
soon after the turn of the century."
The editorial went on to say, 'some-
body finally has the courage to begin
fixing what's been broken for a long
time."

Since before I first came to the Sen-
ate, Idahoans have told me they want
Congress to face the important issues
head on. to try to set this country on
solid economic footing. The Medicare
reform plan which the Senate Finance
Committee approved does just that. It
will not be easy, and it will not be
painless, but it will achieve our goals.
It will correct the financial difficulties
the program faces, bring the effi-
ciencies of the market into play. and
give senior citizens the freedom to
choose.

The Idaho Statesman's editorial
ended with the following statement,
'The numbers clearly show that Medi-

care, which served one generation well,
cannot serve the next one without sig-
nificant reform." The Republican pack-
age is just that, significant, and seri-
ous, reform.

The Finance Committee has also
used this bill as a vehicle to redirect
and energize the earned income tax
credit. The EITC is a well-conceived
and well-intended program designed to
encourage work over welfare for low-
income families. Unfortunately this
worthy intent has been lost in what
has become the fastest growing entitle-
ment program we have. Just since 1986
it has grown from 7 million families re-
ceiving an average of $281 to 18 million
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families receiving an average of $1,265.
The EITC no longer benefits only fami-
lies with children but provides benefits
to both individuals and families with-
Out children.

The Senate proposal redirects the
EITC back to the truly needy, reduces
the potential for fraud and abuse and
puts money where we need it. in the
hands of low income families with chil-
dren. We will increase spending on the
intended beneficiaries at the same time
we save the taxpayers more than $32
bill ion.

I ask my colleagues to join me in
supporting the Balanced Budget Rec-
onciliation Act. It is good, smart legis-
lation that demonstrates to the Amer-
ican taxpayer that Republicans are se-
rious about changing the business as
usual attitude in Congress.

S-coR ORATION REFORM

Mr. PRYOR. Mr. President, as many
of my colleagues are aware, there are a
number of tax issues of significant im-
portance to the 1.9 million American
businesses that are S corporations that
did not get resolved during the Finance
Committee markup last week. Many of
those issues—which include the current
law's severe limitations on capital for-
mation growth. corporate streamlin-
ing. family business planning, estate
planning, and tax simplifaction—are
addressed in a bill I introduced earlier
this year with my colleague from Utah,
Senator HATCH. That bill. 5. 758. the S
Corporation Reform Act of 1995. has
the bipartisan cosponsorship of a third
of the Senate.

While it is unfortunate that none of
the provisions of 5. 758 were included
in the bill reported by the Finance
Committee and made part of the Budg-
et Reconciliation Bill that is before us,
I am pleased to note that many of
these provisions were included in the
tax bill passed by the House Ways and
Means Committee.

Mr. HATCH. Mr. President. I. too,
share the concerns of my colleague
from Arkansas and see S corporation
reform as an important step in helping
this nation's S corporations stay
competive and grow. I firmly believe
that S corporation reform is long over-
due, and hope that we can work
through the conference process and
during the rest of this legislative ses-
sion. not simply to adopt the key S
corporation simplification provisions
that have already been included in the
House bill, but also to address and in-
clude several additional provisions that
are critical components of 5. 758.

Mr. PRYOR. Mr. President, I agree
with my colleague from Utah. Specifi-
cally, I believe that it is very impor-
tant that we extend the S corporation
reform initiative in the budget process
to include all the items in the House
bill, as well as such provisions as:

The ability of S corporations to issue
preferred stock and general convertible
debt:

The ability of S corporations to form
ESOPs, so their employees can share in
the success of the business;
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to be shareholders of an S corpora-
tion's stock, which is often a critical
element of obtaining financing for cor-
porate growth; and

The ability of all members of a fam-
ily to be counted as a single share-
holder of an S corporation, since fam-
ily-owned S corporations are fre-
quently stifled as they continue to
grow from one generation to the next.

I hope that these issues will be on the
table for discussion, and that my col-
leagues will be willing to help S cor-
porations—most of which are small
and/or family owned businesses—be
more effective competitors in the mar-
ketplace.

Mr. HATCH. Mr. President, I under-
stand the concerns of my colleague
from Arkansas, and also hope that we
will be able to resolve these and other
critical issues in conference. I will be
working closely with Senator PRYOR in
the coming weeks on these very impor-
tant legislative objectives.

Mr. WARNER. Mr. President. seeing
no other Senators seeking recognition.
I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. BEN-
NETT). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. THURMOND. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. THURMOND. Mr. President, I
rise in support of the Balanced Budget
Reconciliation Act of 1995 which, for
the first time in many years, controls
entitlement spending, restrains the
growth of Government and eliminates
annual deficits.

What a refreshing contrast this bal-
anced budget reconciliation bill is to
the budget proposals submitted over
the past 2 years by the President.
Those budgets enacted the largest tax
increase in history. contained no plan
to balance the budget, significantly in-
creased1 the national debt, failed to re-
strain growth in nondefense Govern-
ment spending and proposed dangerous
reductions in national defense spend-
ing.

Mr. President, the Balanced Budget
Reconciliation Act of 1995 reverses di-
rection on those policies which are
strapping our economy and burdening
all Americans with an overwhelming
national debt.

I remind my colleagues that the na-
tional debt now stands at over $4.9 tril-
lion. Outlays for interest on the public
debt is well over $300 billion per year,
exceeding outlays for any other Gov-
ernment Department or program. ex-
cept Social Security.

Furthermore, failure to adopt this
reconciliation act will result in annual
deficits exceeding $200 billion for as far
as can be projected. That is not an ac-
ceptable alternative. We must reduce
Government spending. We must elimi-
nate these annual deficits, and we must
reduce the national debt. The Balanced
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Budget Reconciliation Act puts us on
track to accomplish those objectives.

Mr. President. I support the Balanced
Budget Reconciliation Act of 1995. I
vote yes for reducing the deficit. I vote
yes for controlling the growth of Gov-
ernment spending. I vote yes for our
families by reducing their tax burden. I
vote yes for restoring the economic fu-
ture of our Nation. Therefore. I will
vote yes for this bill and encourage my
colleagues to do likewise.

Mr. EXON. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. COHEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. COHEN. Mr. President. I was
here listening to the distinguished Sen-
ator from South Carolina talking a mo-
ment ago. As always. I am impressed
with his vigor, vitality, and enthu-
siasm and, indeed, his stamina.

I also found myself in agreement
with much, if not most, of what he was
saying. I agree that we should vote yes
on deficit reduction, and I see my
friend from New Mexico here. I want to
tell him how much I admire him per-
sonally. the job he has done and the
work that he has put in over the years
on the Budget Committee, the years he
has spent dedicating himself to budget
reductions and trying to achieve a bal-
anced budget for this country. So I do
not want him in any way to regard the
comments I might make in the next
few moments as being in derogation of
my respect and admiration for him.

I agree with what Senator THURMOND
said; we have to vote yes on deficit re-
duction. I believe that. I believe we
have to vote yes on cutting spending. I
believe we have to vote yes on reform-
ing programs which have heretofore
been regarded as untouchable, being
third rails we cannot touch. I think we
have reached the point in our history
where we have to look at virtually
every program and not decide that any
of them are immune from reform, from
trimming, from cutting, maybe even
elimination.

But there are other items in this
package that I do not support. I do not
support drilling in ANWR. I do not sup-
port opening that up. I do not. frankly,
support calling for tax reductions at a
time when we are calling for deep budg-
et cuts. For me, it is the equivalent of
putting our foot on the brake and put-
ting our foot on the pedal at the same
time. It is a personal decision on my
part. I feel that I can support virtually
all the cuts that are necessary to
achieve a balanced budget by the year
2002.

I was pleased to hear President Clin-
ton indicate that he, No. 1, believes we
should strive for a balanced budget.
Initially he said 10 years, then it was 9
years, and now I believe it is even 7
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years. I think that is quite a conces-
sion on his part, that he agrees that we
ought to have a balanced budget within
a 7-year timeframe.

The dilemma that I face is like that
of several other of my colleagues. This
may be the only vehicle to date that
we have for achieving a balanced budg-
et by the year 2002. This may be only
part of the process that is underway.

This may be act II of a three-part
drama that has to be played Out that
was initiated by the Contract With
America. as being part one in its adop-
tion, and part two being our delibera-
tions and debate, and, ultimately.
votes here in the Senate and con-
ference with the House. to present a
package that will be sent to the Presi-
dent that most, if not all, of us antici-
pate will be vetoed by the President be-
cause it does not include some of his
priorities. That may be act II.

Ultimately, we have to come to act
III, which is where we sit down with
the President and work out our dif-
ferences—again. being committed to a
balanced budget by the year 2002.

So I will listen with some interest as
we proceed throughout the evening and
into tomorrow as to whether or not I
can support the final package. But I in-
dicate today, as I did last evening. I
think it is inappropriate that we have
massive tax reductions at a time when
we are trying to balance the budget
and cut the deficit to achieve a bal-
anced budget by the year 2002. And so I
intend to support various amendments
that will be offered.

I may, in fact, offer an amendment to
strike the tax cuts in their entirety.
But it may be that that matter has al-
ready been debated long enough on the
Senate floor. It is my personal judg-
ment that we ought to do everything
we can to make the reductions that we
have long deferred in making. that we
ought to do it within a 7-year time-
frame, that we should support our
chairman in his efforts for what he has
done to produce that.

But I must say. Mr. President. that I
have great reservations about calling
for substantial tax reductions at the
same time we are asking for substan-
tial cutbacks in programs.

So I will listen with interest as we
proceed throughout the evening and to-
morrow. But I indicate my great admi-
ration and respect for Senator DOMEN-
Id and the effort he has undertaken to
produce a reconciliation package that.
perhaps, is only part two or act II of
the three-act drama that has to be
played out.

The PRESIDING OFFICER. The 15
minutes called for under the previous
order has expired.

Mr. DOMENICI. Parliamentary in-
quiry. Mr. President. Is Senator
BROWN'S amendment before the Senate.
on which he has 5 minutes?

The PRESIDING OFFICER. The Sen-
ator needs to call that amendment up.

AMENDMENT NO. 2969

(Purpose: To provide that the $1000000 limit
on deductibility of compensation paid to
an employee is extended to employees of
all businesses, and to use the resulting rev-
enues to reduce the Social Security earn-
ings penalty)
Mr. BROWN. Mr. President, I send an

amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Colorado [Mr. BROWN],

for himself, Mr. ABRAHAM, Mr. SAJ'TORuM,
Mr. MCCAIN. and Mr. CRAiG. proposes an
amendment numbered 2969.

Mr. BROWN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of chapter 8 of subtitle I of title

Xll. insert the following:
SEc. . $ .000000 COMPENSATION DEDUCTION

LIMIT EXTENDED TO ALL EMPLOY-
ERS OF ALL CORPORATIONS.

(a) IN GENERAL—Section 162(m) is amend-
ed—

(1) by striking "publicly held corporation"
in paragraph (1) and inserting taxpayer
(other than personal service corporations)",

(2) by striking covered employee' each
place it appears in paragraphs (1) and (4) and
inserting "employee', and

(3) by striking paragraphs (2) and (3) and
redesignating paragraph (4) as paragraph (3).

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995. ex-
cept that there shall not be taken into ac-
count with respect to any employee to whom
section 162(m) of the Internal Revenue Code
of 1986 applies solely by reason of such
amendments remuneration payable under a
written binding contract which was in effect
on October 25. 1995. and which was not modi-
fied thereafter in any material respect before
such remuneration is paid.

(c) USE OF REVENUES—Notwithstanding
any other provision of law, the Commis-
sioner of Social Security shall increase the
earnings limit otherwise determined for each
year under section 203 of the Social Security
Act (42 U.S.C. 403) by an amount which takes
into account the increase in revenues for
such year as estimated by the Secretary of
the Treasury resulting from the amendment
to section 162(m)(3) of the Internal Revenue
Code of 1986 made by the Balanced Budget
Reconciliation Act of 1995.

Mr. BROWN. Mr. President. this is a
very straightforward amendment, and
it deals with an area this Congress leg-
islated on in 1993.

In 1993. Congress passed a tax provi-
sion that placed a limitation of a mil-
lion dollars on the deductibility for
publicly held corporations. The limit of
a million dollars was on the amount
they could deduct on the salary of an
employee of that corporation.

I might say. just in retrospect, that
statute had other provisions. In other
words, it was possible to earn over a
million dollars and have it deductible
but only if it was incentive pay or fit
into other provisions. So it is not an
absolute limitation. But that limita-
tion, in this Senators view, was some-
what limited and deficient. It was defi-
cient in that it was not applied
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evenhandedly, fairly; it was not applied
to everybody who had a salary in ex-
cess of a million dollars; it was only
applied to a special few. So the sugges-
tion of the first half of this amendment
is simply to be evenhanded and apply
that same limitation to employees of
all businesses. Again. the tax is on the
business, not on the employees.

Mr. President. I might say two im-
portant things here. We have not
changed any of the exceptions to this
provision. In other words, included in
it was a provision that allowed incen-
tive payments, and so on. None of that
has been changed.

In addition, included here is a provi-
sion that prohibits them from being
retroactive. That is. if you have an em-
ployment contract signed prior to
today, that is valid and not affected by
this provision. But it does raise, ac-
cording to the preliminary estimates
we have. $800 million. That $800 mil-
lion. according to the amendment, is
then used to ameliorate the impact of
the penalty on Social Security tax.

As I think Senators are well aware
right now, above the threshold level a
very high tax is placed on Social Secu-
rity recipients, many of whom are not
wealthy at all, but are low-income or
middle-income and struggling, and
they are put into a very difficult pen-
alty situation. So this is a net, even
with regard to tax revenue to the Fed-
eral Government.

What it does is take that $800 million
that will be raised and use it to offset
the earnings penalty. It will not elimi-
nate the Social Security earnings pen-
alty. My guess is it will only have a
small affect on it. It will only increase
the threshold a small amount of
money. But that amount of money will
go to working men and women, who re-
tire without adequate resources and
need that money and need to work to
make their household expenses fit.

In my view, it is an excellent trans-
fer. It applies even tax philosophy to
those who receive over a million dol-
lars in compensation. It provides
evenhandedly and uses the money to
ameliorate that Social Security earn-
ings penalty that is so burdensome for
so many working people.

Mr. President. I reserve the remain-
der of my time.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. we have re-

viewed the amendment and checked it
with the Finance Committee sources. I
am prepared to yield back the full 5
minutes in order to move this thing
along. Once again. I would like to take
the opportunity to thank the chairman
of the committee for his diligence and
consideration. in allowing a 15-minute
discussion period when we worked this
Out.

Let me say this. We have unneces-
sarily delayed the process here.
though. because both sides have not
been as forthcoming as I think we
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should be—or that we intend to be, for
that matter—in supplying copies of the
amendments to the other side. I am not
saying it is just on your side, it is on
our side as well.

Suffice to say, I am ready to yield
the remainder of my time. I believe—if
the chairman agrees—that would take
us to the Harkin amendment.

Mr. ROCKEFELLER. Will the Sen-
ator yield?

Mr. EXON. Yes.
Mr. ROCKEFELLER. Mr. President,

simply to affirm what the Senator
from Nebraska says. I think it is. in
fact, part of the agreement between the
leaders that we will know what we are
voting on. that we will have copies of
these amendments. I have a list here of
17 of what are called Republican
amendments, and three of them are
question marks. There are all kinds of
words. There is a word that says kick-
back, one that says taxes, health care,
sugar. There is no way to make any
kind of ajudgment.

So Ijust affirm the view of the rank-
ing member of the Budget Committee
that we need to have these amend-
ments. It is part of the agreement that
we would have these amendments and
our amendments in writing before we
act on them.

Otherwise we are just singing in the
dark.

Mr. BROWN. Mr. President. I yield
back the balance of my time and I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second. The yeas
and nays are ordered.

AMENDMENT NO. 2970

(Purpose: To strengthen efforts to combat
Medicare waste, fraud and abuse)

Mr. EXON. Mr. President, I believe
the next amendment in order is the
amendment to be offered by the Sen-
ator from Iowa, Mr. HARKIN.

Mr. HARKIN. Parliamentary inquiry.
Mr. President. How much time do we
have?

The PRESIDING OFFICER. The Sen-
ator has 5 minutes.

Mr. HARKIN. I have an amendment
that I am sending to the desk, and I
ask for immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from iowa tMr. HARKIN], for

himself, Mr. GRAi-w1 and Mr. BIDEN. pro-
poses an amendment numbered 2970.

Mr. HARKIN. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today's RECORD under "Amend-
ments Submitted.")

Mr. HARKIN. I yield myself 2 min-
utes.

Mr. President. if you believe that
waste, fraud and abuse in Medicare is
just a small problem, then you want to
just support the bill and the Abraham
amendment that was added to it and
vote no' on this amendment.
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If you have followed the hearings

that I have held over the last 5 years
showing that what GAO says amounts
up to 10 percent of Medicare spending
goes for waste. fraud and abuse, this is
up to $17 billion a year.

If you have followed those hearings
or read the numerous GAO and Inspec-
tor General reports. then you know we
just cannot go after the small things in
waste. fraud and abuse. We have to go
after the big game. We have to take a
truly comprehensive approach to com-
batting this bilking of the taxpayers
and our elderly.

Now, the bill has some good provi-
sions in it. I will not deny that. The
Abraham amendment which I voted for
is also pretty good. But that just takes
a nick out of it. What we have to do is
go after it with every thing we can.
The taxpayers and the elderly deserve
no less.

My amendment. cosponsored by Sen-
ators GRAHAM and BIDEN, both of whom
who have worked hard to tackle this
problem, makes a number of important
changes. It requires Medicare within 6
months must use state-of-the-art com-
mercial software to find billing abuse.
GAO estimated the first full year sav-
ings of making this common sense idea
at $640 million.

Next. my amendment prohibits Medi-
care payments for unnecessary and in-
appropriate items like fines owed by
health care providers for violations of
Federal, State or local laws, personal
auto use, tickets to sporting events.
entertainment, and other things like
that. Believe it or not. Medicare still
has no specific prohibition against pay-
ing for those kind of items.

Third, my amendment reforms pay-
ments to ambulances as recommended
by the inspector general. It also re-
duces paperwork by requiring a stand-
ardized claim form for Medicaid and
Medicare.

Most important, and the heart and
soul of this. it requires competitive
bidding for durable medical equipment,
medical supplies, and oxygen paid for
by Medicare. The Veterans Administra-
tion has been doing this a long time
and the difference in payments is dra-
matic.

How can you say you do not support
it in Medicare when you have it in the
VA, when the VA spends 4 cents for the
same bandage that Medicare spends 86
cents for? Oxygen—Medicare spends
$3,600 for rental of oxygen: the Veter-
ans Administration pays less than half
that.

That is ecause the Veterans Admin-
istration has competitive bidding and
Medicare does not. It is time we have
good old competitive bidding in Medi-
care. That is what this amendment
does.

I yield 1 minute to the Senator from
Delaware.

Mr. BIDEN. I compliment the Sen-
ator from Iowa.

Put bluntly, there is no legitimate
reason not to be for this amendment.
None. Zero. None. I challenge anyone
to tell us why this amendment does not
make sense.
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Going after fraud should be our top

priority, our first priority. The bill
makes progress but it does not go far
enough.

At least it is not what the Gingrich
bill in the House does which makes it
easier for health care providers to en-
gage in fraud. Literally. not figu-
ratively.

Last, the point made by the Senator.
there is S18 billion in Medicare fraud a
year and $16 billion in Medicaid fraud a
year. I see no legitimate rationale for
not tightening this up unless there is
some outrageous special interest that
thinks it would benefit from it. I see
none. Prosecutors want it. Prosecutors
ask for it.

I held a hearing in my State where I
had the top prosecutors from Philadel-
phia and the top prosecutors from the
State of Delaware. They point out that
the House bill, which set them back
decades—this bill would not do much.
Our bill would make a significant im-
pact on their ability to deal with
health care fraud.

I thank my colleague for his leader-
ship and allowing me the minutes.

The PRESIDING OFFICER. The Sen-
ator has 1 minute and 30 seconds re-
maining.

Mr. HARKIN. I will reserve my time
if the other side wants to speak.

Mr. DOMENICI. I yield 5 minutes in
opposition to Senator COHEN.

Mr. COHEN. Mr. President. ordi-
narily I find myself in agreement with
the Senator from Iowa. dealing with
health care fraud, but I must say in
this particular circumstance I have to
rise in opposition. not because I am op-
posed to what he is seeking to do but
rather I believe that while his proposal
for addressing fraud and abuse in the
health care system has merit, they also
compromised some of the more impor-
tant facets of the health care fraud bill
we were successful in including in the
Finance Committee package as such.

For the past several years, we have
been holding hearings. As a matter of
fact, it was a report that the minority
staff issued on health care fraud which
produced the estimates from GAO. as
well as our own staff, showing that
there is S100 billion being lost annually
in our health care system.

As far as the Federal portion of that,
it is anywhere from $27 to $40 million,
depending on which Federal programs
are included. We are losing billions of
dollars through our health care system
through fraud now.

What we have tried to do in the pro-
posal that was agreed to by the Fi-
nance Committee is to structure it in a
way that actually produces savings—
this $4.2 billion.

The amendment of the Senator from
Iowa. as I understand it—unfortu-
nately, because of the time limitations
we have, I believe some of my provi-
sions have been deleted that are in the
health care fraud bill. I am advised
that CBO has concluded that this di-
lutes some of the $4.2 billion in savings.
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One of the justifications for persuad-

ing the Finance Committee to include
the health care fraud bill that I had au-
thored was to get some savings. CBO
now scores it at $4.2 billion. This at
least raises a question as to whether or
not we have diluted that and it calls
into question in terms of how much we
will save.

The Senator from Iowa may use a dif-
ferent method of calculating those sav-
ings.

What we have tried to do is structure
it in a way which we could get the pro-
vider groups to agree. This has been no
easy task. We have met with provider
groups. with consumers, with health
care advocates, with the FBI, with the
Justice Department, with the White
House.

We put together a package which we
believe enjoys broad support which has
been scored as saving $4.2 billion.
Under these circumstances, I find my-
self compelled to rise in opposition not
because I am opposed to what the Sen-
ator from Iowa seeks to do. but by vir-
tue of the fact this may undermine to
some degree and dilute to some degree.
which I do not know what extent, the
$4.2 billion which has currently been
scored by CBO.

For those reasons I rise in opposition
to the amendment of the Senator.

The PRESIDING OFFICER. The Sen-
ator from New Mexico has 1 minute
and 50 seconds and the Senator from
Iowa has 1 minute and 14 seconds.

Mr. HARKIN. 1 yield 30 seconds to
the Senator from Nebraska.

Mr. EXON. Mr. President. I am some-
what disappointed. I thought this was
perhaps one amendment that we could
get Republican agreement on.

This is a good amendment. There
may be reasons to oppose it. but I do
not know what they are and they have
not been explained to me.

Mr. HARKIN. I am befuddled. Mr.
President. because I say to my friend
from Maine. the CBO—which I want on
the record—the CBO has scored our
amendment as saving more money
than is in the bill. I want that on the
record. That is so.

We did not weaken the provisions in
the bill, we significantly strengthened
them. For example, as I pointed Out,
we require the commercial software,
we reduce the paperwork by having one
claim form. We required the competi-
tive bidding and we prohibit the Medi-
care payments for unnecessary things
like personal use of automobiles, tick-
ets to sporting events, things like that.

And CBO has certified that this
amendment saves more money than
the underlying bill's provisions.

Mr. COHEN. We are basically in ac-
cord with what we are seeking to do.
but I have been advised that CBO indi-
cates this would reduce the $4.2 billion
by——

Mr. HARKIN. Absolutely not. CBO
said today it would save $4.7 billion.
considerably more than the underlying
bill, Let there be no question about
that.

The PRESIDING OFFICER. The time
of the Senator from Iowa is expired.
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Mr. DOMENICI. I yield back the bal-

ance of our time.
Mrs. MURRAY. Mr. President. the'

Harkin amendment to remove fraud
and abuse from Medicare is a giant step
in the right direction—saving taxpayer
money. urging us toward a balanced
budget. and striving for greater effi-
ciency.

However. the amendment is based on
a concept both necessary and con-
troversial. This amendment would re-
quire competitive bidding for Medicare
part B items and services.

I have heard from owners of numer-
ous medical supply businesses in my
State who tell me they will be driven
Out of business by this amendment pro-
vision. They tell me services will be
cut to rural areas. They tell me serv-
ices involved with setting up and in-
structing about medical equipment is
essential for patients. and will be
threatened under this amendment.

Senator HARKIN has made changes to
his amendment language. to maintain
access to services for rural and under-
served areas. He has made changes to
assure quality assurance standards, so
that large companies are not able to
undercut their competition simply by
providing shoddy supplies and equip-
ment.

He points Out the large difference be-
tween prices for supplies at Veterans
Administration hospitals—which have
competitive bidding—and prices from
providers under Medicare part B. He
makes a good case for solving some of
our Medicare cost problems with a
clear goal to find efficiency through
competitive bidding. rather than just a
budget decision.

In light of these changes, I will vote
for the amendment, but I want to be
sure that we are doing everything we
can to make this transition survivable
for small business.

Mr. GRAHAM. Mr. President. I ask
unanimous consent for 10 seconds in
order to have items printed in the
RECORD.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRAHAM. Mr. President, I would
like to have printed in the RECORD var-
ious documents, including a letter from
the inspector general of the Depart-
ment of HHS and statements by the
Secretary of the Department and the
Attorney General. They all go to the
point that we need to have as strong an
antifraud position as possible in the
Senate version of the Medicare bill, be-
cause the House version is woefully
weak. I support the joint efforts of my
colleagues from Iowa and Maine in as-
suring that goal.

Mr. President, I ask unanimous con-
sent the documents be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

DEPARTMENT OF HEALTh AND HUMAN
SERVIcES. OFFIcE oF INsPEcTOR
GENERAL.,

S 15797
Washington, DC, September 29. 1995.

Re HR. 2389: 'Safeguarding Medicare Integ-
rity Act of 1995.''

Hon. BOB
U.S. Senate.
Washington. DC.

DEAR SENATOR GR.Hi: You requested our
views regarding the newly introduced HR.
2389, which we understand may be considered
in the deliberations concerning the Medi-
care Preservation Act." We strongly support
the expressed objective of HR. 2389 of reduc-
ing the fraud and abuse which plagues the
Medicare program. The proposed legislation
contains some meritorious provisions. How-
ever, if enacted. certain major provisions of
HR. 2389 would cripple the efforts of law en-
forcement agencies to control health care
fraud and abuse in the Medicare program and
to bring wrongdoers tojustice.

The General Accounting Office estimates
the loss to Medicare from fraud and abuse at
10 percent of total Medicare expenditures. or
about $18 billion. We recommend two steps
to decrease this problem: strengthen the rel-
evant legal authorities, and increase the
funding for law enforcement efforts. Some
worthy concepts have been included in HR.
2389. and we support them. For example. we
support:

A voluntary disclosure program. which al-
lows corporations to blow the whistle on
themselves if upper management finds
wrongdoing has occurred, with carefully de-
fined relief for the corporation from qui tam
suits under the False Claims Act (but not
waiver by the Secretary of sanctions);

Minimum periods of exclusion (mostly par-
allel with periods of exclusion currently in
regulations) with respect to existing exclu-
sion authorities from Medicare and Medic-
aid; and

Increases in the maximum penalty
amounts which may be imposed under the
civil monetary penalty laws regarding health
care fraud.

As stated above, however, HR. 2389 con-
tains several provisions which would seri-
ously erode our ability to control Medicare
fraud and abuse. including most notably:
making the civil monetary penalty and anti-
kickback laws considerably more lenient.
the unprecedented creation of an advisory
opinion mechanism on intent-based statutes.
and a trust fund concept which would fund
only private contractors (not law enforce-
ment). Our specific comments on these mat-
ters follow.
1. MAKING CIVIL MONETARY PENALTIES FOR

FRAUDULENT cLAIMs MORE LENIENT BY -
LIEVING PROVIDERS OF THE DUTY TO USE REA-
SONABLE DILIGENcE TO Er5URE THEIR cLAIMs
ARE TRUE AND AccURATE

Background: The existing civil monetary
penalty (CMP) provisions regarding false
claims were enacted by Congress in the 1980s
as an administrative remedy. with cases
tried by administrative law judges with ap-
peals to Federal court. In choosing the
knows or should know' standard for the

mental element of the offense. Congress
chose a standard which is well defined in the
Restatement of Torts. Second, Section 12. The
term "should know" places a duty on health
care providers to use "reasonable diligence"
to ensure that claims submitted to Medicare
are true and accurate. The reason this stand-
ard was chosen was that the Medicare sys-
tem is heavily reliant on the honesty and
good faith of providers in submitting their
claims. The overwhelming majority of
claims are never audited or investigated.

Note that the "should know" standard
does not impose liability for honest mis-
takes, If the provider exercises reasonable
diligence and still makes a mistake, the pro-
vider is not liable. No administrative com-
plaint or decision issued by the Department
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of Health and Human Services (HHS) has
found an honest mistake to be the basis for
CMP sanction.

H.R. 2389 Proposal: Section 201 would rede-
fine the term should know' in a manner
which does away with the duty on providers
to exercise reasonable diligence to submit
true and accurate claims. Under this defini-
tion. providers would only be liable if they
act with deliberate ignorance of false
claims or if they act with reckless dis-
regard of false claims. In an era when there
is great concern about fraud and abuse of the
Medicare program. it would not be appro-
priate to relieve providers of the duty to use
reasonable diligence to ensure that their

claims are true and accurate.
In addition, the bill treats the CMP au-

thority currently provided to the Secretary
in an inconsistent manner. On one hand, it
proposes an increase in the amounts of most
CMPs which mnay be imposed under the So-
cial Security Act. Yet, it would significantly
curtail enforcement of these sanction au-
thorities by raising the level of culpability
which must be proven by the Government in
order to impose CMPs. It would be far pref-
erable not to make any changes to the CM?
statutes at this time.
2. MAKING ThE ANTIKICKBACK STATUTE MORE

LENIENT BY REQUIRING ThE GOVERNMENT TO
PROVE ThAT THE SIGNIFICANT INTENT OF THE
DEFENDANT WAS UNLAWFUL
Background: The anti-kickback statute

makes it a criminal offense knowingly and
willfully (intentionally) to offer or receive
anything of value in exchange for the refer-
ral of Medicare or Medicaid business. The
statute is designed to ensure that medical
decisions are not influenced by financial re-
wards from third parties. Kickbacks result in
more Medicare services being ordered than
otherwise, and law enforcement experts
agree that unlawful kickbacks are very com-
mon and constitute a serious problem in the
Medicare and Medicaid programs.

The two biggest health care fraud cases in
history were largely based on unlawful kick-
backs. In 1994, National Medical Enterprises,
a chain of psychiatric hospitals, paid $379
million for giving kickbacks for patient re-
ferrals, and other improprieties. In 1995.
Caremark. Inc. paid $161 million for giving
kickbacks to physicians who ordered very
expensive Caremark home infusion products.

Most kickbacks have sophisticated dis-
guises. like consultation arrangements, re-
turns on investments, etc. These disguises
are hard for the Government to penetrate.
Proving a kickback case is difficult. There is
no record of trivial cases being prosecuted
under this statute.

H.R. 2389 Proposal: Section 201 would re-
quire the Government to prove that "the sig-
nificant purpose" of a payment was to in-
duce referrals of business. The phrase 'the
significant' implies there can only be one
"significant" purpose of a payment. If so, at
least 51 percent of the motivation of a pay-
ment must be shown to be unlawful. Al-
though this proposal may have a superficial
appeal. if enacted it would threaten the Gov-
ernment's ability to prosecute all but the
most blatant kickback arrangements.

The courts interpreting the anti-kickback
statute agree that the statute applies to the
payment of remuneration "if one purpose of
the payment was to induce referrals," United
States v. Greber. 760 F.2d 68. 69 (3d Cir. 1985)
(emphasis added). If payments were intended
to induce a physician to refer patients, the
statute has been violated, even if the pay-
ments were also intended (in part) to com-
pensate for legitimate services. Id. at 72. See
also: United States v. Kats, 87! F.2d lOS, 108
(1989) United States v. Bay State Ambulance,
874 F.2d 20. 29—30 (1st Cir. 1989).

The proposed amendment would overturn
these court decisions.
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However, the nature of kickbacks and the

health care industry requires the interpreta-
tion adopted by Greber and its progeny. To
prove that a defendant had the improper in-
tent necessary to violate the anti-kickback
statute, the prosecution must establish the
defendant's state of mind, or intent. As with
any intent-based statute, the prosecution
cannot get directly inside the defendant's
head. The prosecution must rely on cir-
cumstantial evidence to prove improper in-
tent. Circumstantial evidence consists of
documents relevant to the transaction, testi-
mony about what the defendant said to busi-
ness associates or potential customers, etc.
These types of evidence are rarely clear
about the purposes and motivations of the
defendant. The difficulties of establishing in-
tent are multiple by the complexity, size.
and dynamism of the health care industry.
as well as the sophistication of most-kick-
back scheme participants. Documents are
'pre-sanitized" by expert attorneys. Most
defendants are careful what they say. In

most kickback prosecutions. the Govern-
ment has a difficult task to prove beyond a
reasonable doubt that even one purpose of a
payment is to induce referrals.

If the Government had to prove that in-
ducement of referrals was 'the significant"
reason for the payment. many common kick-
back schemes would be allowed to pro-
liferate. In todays health care industry.
very few kickback arrangements involve the
bald payment of money for patients. Most
kickbacks have sophisticated disguises. Pro-
viders can usually argue that any suspect
payment serves one or more "legitimate pur-
poses." For example. payments made to in-
duce referrals often also compensate a physi-
cian who is providing health care items or
services. Some payments to referral sources
may be disguised as returns on investments.
Similarly. many lease arrangements that in-
disputably involve the bona fide use of space
incorporate some inducement to refer in the
lease rates. In all of these examples, and
countless others, it is impossible to quantify
what portions of payments are made for ne-
farious versus legitimate purposes.

Where the defendant could argue that
there was some legitimate purpose for the
payment, the prosecution would have to
prove beyond a reasonable doubt, through
circumstantial evidence, that the defendant
actually had another motive that was "the
significant" reason. For the vast majority of
the present-day kickback schemes, the pro-
posed amendment would place in insur-
mountable burden of proof on the Govern-
ment.
3. CREATION OF AN EASILY ABUSED EXCEPTION

FROM ThE ANTI-KICKBACK STATUTE FOR CER-
TAIN MANAGED CARE ARRANGEMENTS
Background: There is great variety and in-

novation occurring in the managed care in-
dustry. Some managed care organizations.
such as most health maintenance organiza-
tions (HMOs) doing business with Medicare.
consist of providers who assume financial
risk for the quantity of medical services
needed by the population they serve, In this
context. the incentive to offer kickbacks for
referrals of patients for additional services is
minimized. since the providers are at risk for
the additional costs of those services. If any-
thing, the incentives are to reduce services,
Many other managed care organizations
exist in the fee for service system. where the
traditional incentives to order more services
and pay kickbacks for referrals remain. In
the fee for service system, the payer (like
Medicare and private insurance plans) is at
financial risk of additional services, not the
managed care organization. While broad pro-
tection from the anti-kick statute may be
appropriate for capitated. at-risk entities
like the HMO described above, such protec-
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tion for managed care organizations in the
fee for service system would invite serious
abuse.

H.R. 2389 Proposal: Section 202 would es-
tablish broad new exceptions under the anti-
kickback statute for 'any capitation, risk-
sharing, or disease management program."
The lack of definition of these terms would
reult in a huge opportunity for abusive ar-
rangements to fit within this proposed ex-
ception. What is a ' disease management pro-
gram?" Does not that term include most of
health care?

Nefarious organizations could easily es-
cape the kickback statute by simply rear-
ranging their agreements to fit within the
exception. For example, if a facility wanted
to pay doctors for referrals, the facility
could escape liability by establishing some
device whereby the doctors share in the busi-
ness risk of profit and loss of the business
(i.e.. they would share some risk, at least
theoretically). Then, the organization could
pay blatant kickbacks for every referral
with impunity.

If the concern is that the kickback statute
is hurting innovation, as observed above,
there is now an explosion of innovation in
the health care industry, especially in man-
aged care. No one in Government is suggest-
ing that HMOs or preferred provider arrange-
ments, etc., formed in good faith, violate the
kickback statute, There has never been any
action against any such arrangement under
the statute,
4. INAPPROPRIATE EXPANSION OF THE EXCEP-

TION TO THE ANI1-KICKBACK STATUTE FOR
DISCOUNTS

Background. MedicareiMedicaid discounts
are beneficial and to be encouraged with one
critical condition: That Medicare and/or
Medicaid receive and participate fully in the
discount, For example. if the Medicare rea-
sonable charge for a Part B item or service
is $100, Medicare would pay $80 of the bill and
the copayment would be $20. If a 20 percent
discount is applied to this bill, the charge
should be $80. and Medicare would pay $64 (80
percent of the $80) and the copayment would
be $16. If the discount is not shared with
Medicare (which would be improper). the bill
to Medicare would falsely show a $100 charge.
Medicare would pay $80. but the copayment
would be $0. This discount has not been
shared with Medicare.

Many discounting programs are designed
expressly to transfer the benefit of discounts
away from Medicare. The scheme is to give
little or no discount on an item or service
separately billed to Medicare, and give large
discounts on items not separately billed to
Medicare, This scheme results in Medicare
paying a higher percentage for the sepa-
rately billed item or service than it should.

For example. a lab offers a deep discount
on lab work for which Medicare pays a pre-
determined fee (such as lab tests paid by
Medicare to the facility as part of a bundled
payment), if the facility refers to the lab its
separately billed Medicare lab work, for
which no discount is given. The lab calls this
a "combination" discount, yet s a discount
on some items and not on others. Another
example is where ancillary or noncovered
items are furnished free. if a provider pays
full price for a separately billed item, such
as where the purchase of incontinence sup-
plies is accompanied by a free" adult dia-
per. Medicare has not shared in these com-
bination discounts,

H.R. 2389 Proposal. Section 202 would per-
mit discounts on one item in a combination
to be treated as discounts on another item in
the combination, This sounds innocent. but
it is not, Methcare would be a big loser. Dis-
counting should be permissable for a supplier
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to offer a discount on a combination of items
or services, so long as every item or service
separately billed to Medicare or Medicaid re-
ceives no less of a discount than is applied to
other items in the combination. If the items
or services separately billed to Medicare or
Med icaid receive less of a discount than other
items in the combination, Medicare and
Medicaid are not receiving their fair share of
the discounts.
S. UNPRECEDENTED MECHANISM FOR ADVISORY

OPINIONS ON INTENT-BASED STATUrES. IN-
CLUDING THE ANTI-KICKBACK STATuTE

Background: The Government already of-
fers more advice on the anti-kickback stat-
ute than is provided regarding any other
criminal provision in the United States
Code.

Industry groups have been seeking advi-
sory opinions under the anti-kickback stat-
ute for many years. with vigorous opposition
by the Department of Justice (DOJ), and the
HHS Office of Inspector General (OIG) under
the last three administrations, as well as the
National Association of Attorneys General,
In 1987. Congress rejected calls to require ad-
visory opinions under this statute. As a com-
promise. Congress required HHS. in consulta-
tion with the Attorney General, to issue
safe harbor" regulations describing conduct

which would not be subject to criminal pros-
ecution or exclusion. See Section 14 of Pub-
lic Law 100—93.

To date. the OIG has issued 13 final anti-
kickback safe harbor" rules and solicited
comment on 8 additional proposed safe har-
bor rules, for a total of 21 final and proposed
safe harbors. Over 50 pages of explanatory
material has been published in the Federal
Register regarding these proposed and final
rules. In addition, the OIG has issued six
general " fraud alerts" describing activity
which is suspect under the anti-kickback
statute. Thus, the Government gives provid-
ers guidance on what is clearly permissthle
(safe harbors) under the anti-kickback stat-
ute and what we consider illegal (fraud
alerts)

HR. 2389 Proposal. HHS would be required
to issue advisory opinions to the public on
the Medicare/Medicaid anti-kickback statute
(section 1128B(b) of the Social Security Act),
as well as all other criminal authorities,
civil monetary penalty and exclusion au-
thorities pertaining to Medicare and Medic-
aid. HHS would be required to respond to re-
quests for advisory opinions within 30 days.

HHS would be authorized to charge re-
questers a user fee, but there is no provision
for this fee to be credited to HHS. Fees
would therefore be deposited in the Treasury
as miscellaneous receipts.

Major problems with anti-kickback advi-
sory opinions include:

Advisory opinions on intent-based statutes
(such as the anti-kickback statute) are im-
practical if not impossible. Because of the
inherently subjective, factual nature of in-
tent. it would be impossible for HHS to de-
termine intent based solely upon a written
submission from the requestor. Indeed, it
does not make sense for a requestor to ask
the Government to determine the requestor's
own intent. Obviously, the requester already
knows what their intent is.

None of the 11 existing advisory opinion
processes in the Federal Government provide
advisory opinions regarding the issue of the
requestor's intent. An advisory opinion proc-
ess for an intent-based statute is without
precedent in U.S. law.

The advisory opinion process in HR. 2389
would severely hamper the Government's
ability to prosecute health care fraud. Even
with appropriate written caveats, defense
counsel will hold up a stack of advisory opin-
ions before the jury and claim that the de-
fendant read them and honestly believed

CONGRESSIONAL RECORD — SENATE
(however irrationally) that he or she was not
violating the law. The prosecution would
have to disprove this defense beyond a rear
sonable doubt, This will seriously affect the
likelihood of conviction of those offering
kickbacks,

Advisory opinions would likely require
enormous resources and many full time
equivalents (FTE) at HHS. The user fees in
the bill would go to the Treasury, not to
HHS. Even if they did go to HHS. appropria-
tions committees tend to view them as off-
sets to appropriations. There are no esti-
mates of number of likely requests. number
of FTE required. etc. Also, HHS is perma-
nently downsizing. even as it faces massive
structural and program changes. The pos-
sible result of the bill is a diversion of hun-
dreds of anti-fraud workers to handle the ad-
visory opinions.

For the above reasons, DOJ. HHS/OIG and
the National Association of Attorneys Gen-
eral strongly oppose advisory opinions under
the anti-kickback statute, and all other in-
tent-based statutes.
6. CREATION OF TRUST FUND MECHAMSM WHICH

DOES NOT BENEFIT LAW ENFORCEMENT
Background: In our view, the most signifi-

cant step Congress could undertake to re-
duce fraud and abuse would be to increase
the resources devoted to investigating false
claims, kickbacks and other serious mis-
conduct. It is important to recognize that
the law enforcement effort to control Medi-
care fraud is surprisingly small and dimin-
ishing. There is evidence of increasing Medi-
care fraud and abuse, and Medicare expendi-
tures continue to grow substantially. Yet,
the staff of the HHS/OIG, the agency with
primary enforcement authority over Medi-
care, has declined from 1.411 employees in
1991 to just over 900 today. (Note: 259 of the
1.411 positions were transferred to the Social
Security Administration). Approximately
half of these FTE are devoted to Medicare
investigations, audits and program evalua-
tions. As a result of downsizing. HHS/OIG
has had to close 17 OIG investigative offices
and we now lack an investigative presence in
24 States. The OIG has only about 40 inves-
tgators for all Medicare cases nationwide.
By way of contrast, the State of New York
gainfully employs about 300 persons to con-
trol Medicaid fraud in that State alone.

Ironically, the investigative activity of
OIG pays for itself many times over. Over
the last 5 years. every dollar devoted to OIG
investigations of health care fraud and abuse
has yielded an average return of over 7 to
the Federal Treasury. Medicare trust funds.
and State Medicaid programs. In addition, an
increase in enforcement also generates in-
creased deterrence, due to the increased
chance of fraud being caught. For these rea-
sons, many fraud control bills contain a pro-
posal to recycle monies recovered from
wrongdoers into increased law enforcement.
The amount an agency gets should not be re-
lated to how much it generates. so that it
could not be viewed as a "bounty." The At-
torney General and the Secretary of HHS
would decide on disbursements from the
fund. We believe such proposals would
strengthen our ability to protect Medicare
from wrongdoers and at no cost to the tax-
payers. The parties who actually perpetrate
fraud would 'foot the bill."

H.R. 2389 Proposal: Section 106 would cre-
ate a funding mechanism using fines and
penalties recovered by law enforcement
agencies from serious wrongdoers. But none
of the money would be used to help bring
others to justice. Instead, all the funds
would be used only by private contractors
for "soft" claims review, such as, medical
and utilization review, audits of costs re-
ports, and provider education.

The above functions are indeed necessary.
and they are now being conducted primarily
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by the Medicare carriers and intermediaries.
Since the bill would prohibit carriers and
intermediaries from performing these func-
tions in the future, there appears to be no in-
crease in these functions, but only a dif-
ferent funding mechanism.

These "soft" review and education func-
tions are no substitute for investigation and
prosecution of those who intend to defraud
Medicare. The funding mechanism in H.R.
2389 will not result in any more Medicare
convictions and sanctions.

In summary, HR. 2389 would:
Relieve providers of the legal duty to use

reasonable diligence to ensure that the
claims they submit are true and accurate:
this is the effect of increasing the Govern-
ment's burden of proof in civil monetary
penalty cases:

Substantially increase the Government's
burden of proof in anti-kickback cases:

Create new exemptions to the anti-kick-
back statute which could readily be ex-
ploited by those who wish to pay rewards to
physicians for referrals of patients:

Create an advisory opinion process on an
intent-based criminal statute, a process
without precedent in current law: since the
fees for advisory opinions would not be avail-
able to HHS, our scarce law enforcement re-
sources would be diverted into hiring advi-
sory opinion writers; and

Create a fund to use monies recovered from
wrongdoers by law enforcement agencies, but
the fund would not be available to assist the
law enforcement efforts: all the monies
would be used by private contractors only
for "soft" payment review and education
functions.

In our view, enactment of the bill with
these provisions would cripple our ability to
reduce fraud and abuse in the Medicare pro-
gram and to bring wrongdoers to justice.

Thank you for your attention to our con-
cerns,

JUNE GIBBS BROwN,
Inspector General,

Piss CONFERENCE OF ATrORNEY GENERAL
JANET RENO ON HEALTh CARE FRAUD. OCTO-
BER 18, 1995

Attorney General RENO. Thank you, Sec-
retary Shalala,

The House Medicare bill would make it
more difficult for us to prosecute medical
providers for fraudulent conduct against pa-
tients and the Medicare system. These provi-
sions are totally inconsistent with the provi-
sions in the Senate bill, which would facili-
tate our law enforcement efforts against
health care fraud that harms us all, and par-
ticularly our most vulnerable.

I understand that some members of the
House have indicated that law enforcement
should not be criminally prosecuting health
care providers who engage in fraud. I just
don't understand that, for I believe that
health care fraud is so detrimental to the
health and to the pocketbook of all Ameri-
cans that I made health care fraud one of my
priorities in the Department of Justice, I be-
lieve perpetrators of health care fraud should
not be immune from criminal prosecution
because they commit a crime in an office. in
a boardroom, in a laboratory. rather than in
the street, White collar crooks who pay or
take kickbacks endanger the health of pa-
tients and steal money from us all.

Experts estimate it may cost Americans as
much as 1OO billion a year. That is why we
need stronger, not weaker, provisions in the
House bill. The Senate bill, under the leader-
ship of Senator Cohen arid with bipartisan
support, provides those strengthened provi-
sions.

Sincerely.
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Particularly at this time, we need to pre-

serve every Medicare trust fund dollar: we
cannot allow Medicare money to be spent on
bribes paid to doctors and others as induce-
ment for the referral of Medicare patients.
Even more importantly, we cannot allow fi-
nancial inducements to corrupt the profes-
sional judgment of medical providers—pro-
viders who Americans have been taught to
trust. Decisions which physicians make day
in and day out—whether and where to hos-
pitalize a patient, what laboratory tests to
order, what surgical procedure to perform.
what drug to prescribe, and how long to keep
a patient in a psychiatric facility—affect the
health and well-being of our elderly patients
and our children. Allowing these decisions to
be made under the influence of kickbacks is
just plain wrong.

The House bill would place a very high, ad-
ditional burden on the Government in its at-
tempts to prosecute those who pay or receive
kickbacks for the purpose of inducing the re-
ferral of Medicare business. Existing law re-
quires the Government to prove that one
purpose of the kickback was to induce the
referral of health care business. The lan-
guage of the House bill would require that
the Government prove that the payment was
made for the significant purpose of inducing
the referral. Thats language that would im-
munize arrangements that are dressed up to
disguise the payors motive. This would seri-
ously undermine our efforts and it would
place beyond the reach of prosecution many
kickback which are calculated to induce re-
ferrals and which adversely affect the judg-
ment of medical providers. From the per-
spective of Federal law enforcement and, I
believe. from the perspective of patients who
seek their doctors' advice. this result is sim-
ply not acceptable.

Ultimately. this isnt a choice between
prosecuting violent crime and prosecuting
health care fraud. Both of them do real harm
to real people and both deserve vigorous en-
forcement action. I hope that the House leg-
islation will support, not undermine, our ef-
forts.

QUESTION. Why are the Republicans gut-
ting the statutes?

Attorney General RENO. You would have to
ask them, but I have heard it said that they
said we shouldn't prosecute these cases while
we have robbers and murderers on our
streets. And my response is we need to do
both with vigor.

QUESTION. Secretary Shalala. what's your
theory about why this is happening up in the
House?

Secretary SHALALA. Well. I have long ago
learned not to anticipate the motivations,
but they clearly are weakening our ability to
get fraud Out of the system. particularly—
its particularly damaging during an era, as
the Attorney General pointed out, where we
need to squeeze every dollar we can out of
Medicare to invest in the trust fund. And the
last things we should be doing is wasting
money or letting people rip off the program.

QUESTION. [inaudible uniform deadly
health policy that you approved yesterday.
Tell us, do you think it will clear up some of
the confusion left over from the Ruby Ridge
damage?

Attorney General RENO. Again. I think this
is an important step forward because for the
first time, all of the major law enforcement
agencies in the Federal Government have
joined together in a uniform policy. And I
think it will help people to understand when
deadly force can be used. It will apply to
each agency and I am very delighted about
that.

QUESTION. What is the real change that
this policy makes?

Attorney General RENO. This policy will—
the real change.

QUESTION. What's the difference from the
way it would be.

Attorney General RENO. DIFFERENT DE-
PARTMENTS HAD DIFFERENT PROVISIONS AND
THIS CONSOLIDATED IN ONE. I THINK. A VERY
FIRM STAThMENT ON THE POLICY OF BOTH THE
TREASURY ACENCY AND THE DEPARTMENT OF
JUSTICE.

QUESTION. What tangible impact do you ex-
pect the changes to have on the deadly force
policy.

Attorney General RENO. I think it will en-
able those enforcement officers involved to
understand when they can and can't use
deadly force and I think the message will be
clear.

QUESTION. Secretary Shalala. will you ask
the President to veto this bill unless this is
modified?

Secretary SL-LALALA. THERE ARE SO MANY
PROVISIONS IN THE REPtJBLJCANS BILL ThAT I

HAVE ALREADY SENT A LETTER TO THE HILL.
INDICATINC ThAT IF ThEY ADOPT THE BILL AS
IT'S NOW WRITFEN THAT I WILL RECOMMEND
THAT THE PRESIDENT VETO IT. I WILL JOIN
WITH THE ArrORNEY GENERAL AFTER WE RE-
VIEW THESE PROVISIONS IN AN ADDITIONAL COM-
MENT FOR THE PRESIDENT. ADVISINC HIM ON
THE BILL. BUT THESE ARE SIMPLY UNACCEPT-
ABLE ANI) I THINK ThAT'S OUR POINT TODAY.

QUESTION. Are all these are provisions for
Medicare and Medicaid violations only or do
some of them include kickback statutes that
cover general medical operations. not Gov-
ernment programs?

Attorney General RENO. No, it covers some
Government programs. We would like to see
it expanded to others: to the Federal Health
employees benefits program. to the
CHAMPUS program on behalf of the Depart-
ment of Justice.

QUESTION. But it doesn't cover kick-
backs——

Attorney General RENO. In the private sec-
tor.

QUESTION [continuing]. Not involving Med-
icare or Medicaid?

Attorney General RENO. That's correct.
QUESTION. Do you know. as a practical

matter, how the change in the standard of
proof would affect the prosecution?

Secretary I think the cases that
we gave you as an example we would prob-
ably not be able to prosecute.

Attorney General RENO. If I can prove one
purpose is to induce the referral of Medicare
business. that's one thing. But to have to
prove that the significant purpose is to in-
duce the referral of Medicare business sig-
nificantly heightens the standard. I think it
produces confusion as to what is meant by
significant. And I think it undermines what
the kickback statute is trying to prevent.

Any time you bribe someone to get busi-
ness you are impairing or presenting a
chance for the impairment of judgment.
That should never—the fact that you get
money for referring business, particularly
medical business. should never be a factor in
the physicians' or the providers' judgment.
It should be what is in the best interest of
that patient, what is the most cost-effective
medical treatment. And a significant pur-
pose or one purpose. it is critically impor-
tant that there not be bribery to secure Med-
icare business.

QUESTION. How does that, in turn, make it
harder to prosecute?

Attorney General RENO. I might be able to
prove that it is one purpose. but having to
prove that it is the significant purpose
heightens the standards of proof.

Secretary SHALALA. In fact. the Inspector
Generals—all of them have signed on to a
letter to the Hill that basically said it would
bring those kinds of cases to a standstill be-
cause it raises the bar pretty high.

QUESTION. It sounds like it would make it
pretty easy for those involved in the kick-
backs to get around it. doing something ille-
gal by masking and not making——-

October 26, 1995
Attorney General RENO. All they would

have to do is disguise it and say it's for this
reason or for that reason or it has something
to do with the patient's care and I might not
be able to prove that it is a significant pur-
pose. It has that chance of disguising what is
really a bribe.

QUESTION. Attorney General Reno, on an-
other subject. what is the Justice Depart-
ment's position on the U.S. Sentencing Com-
mission's guidelines on crack cocaine versus
powder cocaine and the pending legislation
that deals with that?

Attorney General RENO. We have said and
made clear that prosecutors. police officers,
and most of all, the residents of communities
across this nation that have been impacted
by crack cocaine. understand that the mar-
keting and distribution systems and nature
of the drug have had a terrible, terrible im-
pact on many neighborhoods and that its im-
pact reflects the need to have some distinc-
tion in the manner in which crack is treated.
But the Justice Department has made clear
that it favors a review of the 101 ratio, to ad-
just it, to make it fairer.

It is our hope that legislation that is pend-
ing now which rejects the one-to-one ratio
because of the impact on communities across
this nation also would provide—ask the Sen-
tencing Commission to study it again in this
coming year to come up with a recommenda-
tion that reflects the impact of crack on the
community but also achieves fairness.

QUESTION. What would you suggest would
be a good ratio?

Attorney General RENO. We are going to be
reviewing with all concerned—as part of—I
serve as part of the ex officio members of the
Sentencing Commission—that balance.

QUESTION. Secretary Shalala. given that
the linaudiblel is taking a completely dif-
ferent approach. isn't there every reason to
believe it will be worked out in Congress?

Secretary SHALALA. We long ago have
learned not to depend on one House versus
another House. I think we are pointing the
contrast Out between this House bill. which
is going to the floor tomorrow, and our abil-
ity to work in a bipartisan manner with the
Senate. Obviously, we hope in conference we
will be able to work it through, but we want
to make it very clear that what the House is
doing is unacceptable. And most members of
Congress probably don't know what's in the
bill, since it was moved so quickly.

QUESTION. Have you considered asking the
American Medical Association to join you in
urging the Republicans to change this?

Secretary SHALALA. There are numerous
organizations that have now spoken out on
this issue. Most of them have been the State
Attorney General, for example, and the In-
spector Generals. The American Medical As-
sociation, with a handful of important excep-
tions, have joined us on all issues that are
related to fraud and abuse because they are
absolutely opposed to, number one, having to
police themselves; and number two, I think
they very much favor anything we can do to
help them to clean up the profession.

QUESTION. So where exactly are they on
this?

Secretary SHALALA. You will have to go
ask them.

QUESTION. Are you talking about the
American Medical Association or American
medical associations of various types?

Secretary SHAL&LA. Well. of various types.
QUESTION. Not the American Medical Asso-

ciation?
Secretary SMALALA. I don't know the posi-

tion of the AMA at this moment.
QUESTION. (inaudible.]
Secretary SHALALA. Well. the self-referral

changes that are being referenced is whether
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a doctor can own a laboratory and then refer
his own patients to a laboratory in which he
has a financial interest. That law was
changed a number of years ago because of
the abuse that was found in the system.
There were 45 percent more referrals if the
doctors owned the lab. And that was barred
by the law. And the American Medical Asso-
ciation has favored repealing the law which
we are, of course, opposed to.

QUESTiON. Are there any examples of fraud
cases that stand Out that would be good to
pinpoint, related to this?

Attorney General RENO. One of the cases—
where is Jerry Stern—is NME case of last
year. Our recovery in that case was $379 mil-
lion and that was based in significant part
on this provision that we are trying to de-
fend today in terms of kickbacks.

QUESTION. Do you have any idea what
would have happened had the law been [in-
audiblel?

Attorney General RENO. think, again, you
can't quantify it. But any time you have to
prove that some—rather than just one pur-
pose. that it was the significant purpose, you
raise the bar real high. Thank you.

(Whereupon, at 1:55 p.m., the press con-
ference adjourned.)

Mr. DOMENICI. Mr. President, could
I ask if it will be in order to ask for the
yeas and nays or to table the Harkin
amendment even if we now proceed to
the amendment of the Senator from
Arizona?

The PRESIDING OFFICER. It will be
in order to do that when the amend-
ment recurs for a vote.

The Senator from Arizona.
AMENDMENT NO. 2971

(Purpose: To eliminate corporate welfare in
Federal programs)

Mr. MCCAIN. Mr. President, I have
an amendment at the desk. I ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Arizona [Mr. McCAINJ,

for himself. Mr. FEINGOLD, Mr. THOMPSON,
Mr. KERRY. and Mr. FAIRcLOTH, proposes an
amendment numbered 2971.

Mr. MCCAIN. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today's RECORD under 'Amend-
ments Submitted,

Mr. MCCAIN. Mr. President I yield
myself 4 minutes of the 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. MCCAIN. Mr. President. this is a
bipartisan amendment, which has been
endorsed by the Citizens Against Gov-
ernment Waste and Citizens for a
Sound Economy, which would termi-
nate or substantially reform a dozen
Federal programs identified by the
Progressive Policy Institute and the
Cato Institute as amongst the most
egregious forms of corporate welfare in
the Federal budget. These amount to
savings of about $60 billion over the
next 7 years. They are the Marketing
Promotion Program, the advanced
light water reactor, Forest Road Con-
struction Program, highway dem-
onstrations. military export sales,

broadcast spectrum auction. Export]
Import Bank. the B-2 bomber, Travel
and Tourism Administration, sub-
supersonic research——

Mr. ROCKEFELLER. Mr. President.
will the Senator yield for a friendly in-
quiry?

Mr. MCCAIN. I only have 4 minutes. I
say to my colleague.

Mr. ROCKEFELLER. May I have 5
seconds?

Mr. MCCAIN. If you ask unanimous
consent. I will be glad to yield.

Mr. ROCKEFELLER. Can the Senate
get a copy of your amendment now? We
have nothing.

Mr. MCCAIN. Absolutely.
Mr. ROCKEFELLER. I do not want

to embarrass the U.S. Senate.
Mr. MCCAIN. I will make sure the

Senator gets a copy of the amendment.
Mr. DOMENICI. We delivered a copy

of the amendment.
Mr. MCCAIN. A copy of the amend-

ment, I understand. has been delivered
to the Senator from West Virginia. I
certainly understand his frustration if
he did not have a chance to see the
amendment.

Mr. President. continuing—sub- and
supersonic research: terminates the
NASA program which conducts aircraft
design activities. which can be under-
taken by the private sector: oil and gas
research and development: rural elec-
tric utilities service.

Mr. President. there is nothing new
about these programs. They are items
we have been discussing on the floor of
the Senate for many years. They each
have one thing in common: in a time of
fiscal necessity, we can no longer af-
ford them.

We are considering historic legisla-
tion to place the Federal budget on a 7-
year path toward balance and to re-
form unsustainable entitlement pro-
grams which threaten to bankrupt our
Nation. If we are going to restore fiscal
sanity and if we are going to ask poor
people to take cuts in their programs,
if we are going to reduce the rate of
growth of many, many programs that
have been designed as a safety net for
those less well off in our society, if we
are going to have credibility with the
American people. we had better go
after this corporate pork and we better
do it soon. Otherwise, we will open our-
selves to justifiable criticism that we
take care of corporate America while
we do not take care of citizens who are
less fortunate than we in our society.

I think it is an important amend-
ment, I think it is going to put the
Senate on record as to exactly where
we stand on some of these programs
that have clearly. clearly not required
Federal funding in order to continue.

We owe a debt of gratitude to the
Cato Institute and Progressive Policy
Institute. Although they represent dif-
ferent ideological perspectives, they
joined together to identify corporate
welfare programs and to articulate the
destructive role that they play in the
Federal budget and the economy.
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As time is limited on debate. I offer

these insights as offered by these
groups. The Cato Institute says:

Corporate welfare is an enormous drain on
the Federal Treasury for little economic
benefit.

The Progressive Policy Institute
says:

The President and Congress can break the
Ibudget] impasse and substantially reduce
most spending and projected deficits • if
they are willing to eliminate or reform
scores of special spending programs arid tax
provisions narrowly targeted to subsidize in-
fluential industries,

I reserve my 1 minute.
Mr. KENNEDY, Mr. President. at a

time when deep cuts are being proposed
in Medicare. Medicaid, education. the
earned income tax credit, welfare bene-
fits, and other important programs for
senior citizens, children, and working
families, it is essential to see that cor-
porate welfare—government subsidies
to wealthy corporations—bears its fair
share of the sacrifices needed to put
the Nation's fiscal house in order.

I welcome the opportunity to work
with Senator MCCAIN and other Sen-
ators in this bipartisan effort, We have
identified a dirty dozen examples of
corporate welfare that ought to be
ended or drastically reduced.

My hope i� that the current efforts
will become the foundation for a
longer-term initiative to deal more ef-
fectively with the wider range of cor-
porate welfare provisions on both the
spending side and the tax side of the
Federal budget.

At a time when we are cutting bil-
lions of dollars from health benefits for
the elderly, it makes no sense to con-
tinue to give away billions to wealthy
telecommunications corporations by
failing to obtain fair market value by
auctioning electronic spectrum.

At a time when we are imposing bil-
lions of dollars in taxes on our working
families, it makes no sense to spend
billions of dollars on additional B—2
bombers that the Pentagon doesn't
want and the Nation doesn't need.

At a time when we are imposing new
burdens on education, it makes no
sense to confer excessive subsidies on
oil and gas companies.

At a time when we are cutting bene-
fits for the disabled. it makes no sense
to continue to provide subsidies for
major companies to market their goods
overseas.

Our current amendment will end
these and several other forms of cor-
porate welfare. It also calls for a base-
closing type Federal Commission to
deal with this equally flagrant type of
corporate welfare—the lavish Federal
subsidies dispensed to wealthy individ-
uals and corporations through the Tax
Code.

Over the next 7 years, these tax sub-
sidies will cost the Treasury a total of
$4.5 trillion. Yet they undergo no an-
nual review during the appropriations
process or during reconciliation, Once
enacted. they can go on forever, with
no effective oversight by Congress.
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The Commission we are proposing

will examine all existing tax subsidies
and make recommendations to Con-
gress that will be subject to a 'yes or
no" vote by the Senate and the House.
I commend Senator McCAIN and our

other colleagues for their work on this
important issue, and I am hopeful that
the Senate will approve our amend-
ment. Our action on this legislation is
part of a longer-term initiative to in-
sist on congressional scrutiny of all
Federal subsidies.

At a time when so many individuals
and families are being asked to bear a
heavy burden of budget cuts, there
should be no free rides for special inter-
est groups and their cozy subsidies.

Mr. KOHL. Mr. President. I rise in re-
luctant support of the amendment
from the Senator from Arizona to cut
spending from 12 programs.

I am supporting the amendment be-
cause, at a time when we are debating
a budget bill to cut programs and as-
sistance for the most needy in our soci-
ety, I find it hard to pass up an oppor-
tunity to cut billions of dollars from
programs like the B-2 bomber, and oil
and gas subsidies.

However, while I will support this
amendment, I am extremely unhappy
with the decision by the proponents of
this amendment to cut loan programs
for rural electric cooperatives, who de-
pend on those funds to keep utility
rates reasonable for rural residents.

I am equally unhappy with the choice
of the proponents of this amendment to
eliminate the Market Promotion Pro-
gram, on the heels of the successful ef-
fort to eliminate the corporate sub-
sidies from that program. and target it
toward small businesses and coopera-
tives.

So while I must reluctantly vote in
support of this amendment to cut bil-
lions of dollars, if it does prevail. I will
work to have the Rural Utility Service
loans and the Market Promotion Pro-
gram restored in conference.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. Mr. President. this
amendment has very broad jurisdic-
tional problems with a whole series of
committees. It is the opinion of this
Senator that probably the primary
committee of jurisdiction would again
be the Finance Committee. Therefore. I
will yield to a member of the Finance
Committee, the Senator from West
Virginia. for remarks to be included in
our 5 minutes.

Mr. ROCKEFELLER. Mr. President, I
appreciate the action of the ranking
member of the Budget Committee.

This amendment which we have not
yet—let me say first of all, it will be
my hope that our side will not take a
position on this, because we are simply
unaware of what it is. In fact, it ap-
pears to be many. many things.

It starts Out with the elimination of
the Market Promotion Program for ag-
riculture. I think. It appears to be part
Agriculture, part Finance, part Com-
merce Committee. It gets into the ter-
mination of the Advanced Light Water
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qualified to review that. It talks about
timber access roads. That is an Energy
Committee matter. It talks about
United States Travel and Tourism,
USTTA. That is something I strongly
support. Other Members may not. I
suspect the Senator from Arizona does
not.

There is a private sector funding for
certain research and development by
NASA relating to aircraft performance.
That is the formal title. What that
means I have absolutely no idea, and I
have no way of finding out in the next
2 or 3 minutes.

There are many other things—the
recoupment of certain Department of
Defense costs for equipment sold di-
rectly by contractors to foreign coun-
tries and international organizations.

So. my plea would be for all my col-
leagues to take this 21-page amend-
ment, between the time now—having
no position on it. as would be my rec-
ommendation to my ranking member
on the Budget Committee—and the
time that we vote. and Senators make
up their minds as best they can.

I am absolutely unable, having had
this for a period of 2½ minutes, to
make heads or tails of it, since it is
many things and, I suspect, many
things to many people. This is not, it
strikes me, in terms of process, one of
the Senate's finer moments.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. Mr. President, following
up the inquiry that was made just a
few moments ago by the chairman of
the committee. I would also presume
we have not made up our minds on this
side of the aisle on this amendment. I
also assume that, without taking ac-
tion now, it would not preclude us from
making a point of order which might
lie against this amendment at some fu-
ture date before the vote is taken; is
that correct?

The PRESIDING OFFICER. The
point of order can be made when the
amendment comes up again.

Mr. EXON. I thank the Chair.
Mr. DOMENICI. Does Senator

MCCAIN have any additional time?
The PRESIDING OFFICER. The Sen-

ator has 51 seconds.
Mr. McCAIN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Arizona,
Mr. McCAIN. Mr. President. for the

benefit of the Senator from West Vir-
ginia. we did distribute this amend-
ment much earlier today. I am sorry he
did not get it.

Also. I would like to point out that
Senators FEINGOLD, KERRY, and KEN-
NEDY are also cosponsors of this
amendment. So some Members on his
side of the aisle obviously are aware of
it,

I am also aware that a budget point
of order can be lodged against this
amendment, and I do not expect it to
pass. Mr. President. I am being very
frank. But I will tell you what. We are
going to be on record as to what we
support and what we do not support in
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the way of corporate pork and whether
we are really willing to make the sac-
rifices necessary to reduce this uncon-
scionable debt of $187,000 per child in
America while we support corporations
all over America with taxpayers' dol-
lars.

Mr. ROCKEFELLER. Will the Sen-
ator yield for a question?

The PRESIDING OFFICER. The Sen-
ator from Arizona's time has expired.

Mr. ROCKEFELLER. Is there any
time?

The PRESIDING OFFICER. There is
a minute and 40 seconds available to
the Senator from Nebraska.

Mr. EXON. We have 40 seconds left,
The PRESIDING OFFICER. A minute

and 40 seconds.
Mr. EXON. I am prepared to yield

that back in a moment.
Mr. McCAIN. The Senator from West

Virginia——
Mr. EXON. I see the majority leader

in the Chamber. Is he seeking recogni-
tion?

Mr. DOLE. No.
Mr. EXON. I yield back the remain-

der of our time.
I thought Senator ROCKEFELLER was

finished.
Mr. ROCKEFELLER. In responding

to the Senator from Arizona and what
I am sure is a very good-faith—I know
is a very good-faith effort, if Senators
FEINGOLD, KENNEDY and others are in
fact cosponsors of it, one would never
know by looking at the amendment be-
cause only the name of the Senator
from Arizona is listed. And this is part
of what I am talking about. If we are
going to make serious decisions about
the enormous variety of programs. we
have to do this in some kind of more
intelligent way. Now. the rules may
preclude us from doing that because
the agreement has already been made,
but this is many things to many peo-
ple.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Has all time expired?
Mr. McCAIN. Mr. President, I ask for

the yeas and nays.
The PRESIDING OFFICER. Is there a

sufficient second? There appears to be
a sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The Sen-

ator from Nebraska has 30 seconds.
Mr. EXON. Reserving the right to ob-

ject. the yeas and nays are being re-
quested. Again, I want to make it clear
that would not preclude us from mak-
ing a point of order before the vote is
taken. That is correct?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. EXON. I thank the Chair.
Mr. DOMENICI. I thank the Senator

from Arizona. We imposed on him this
afternoon, having called down and you
were not ready. and I apologize for
that.

Mr. McCAIN. Is it appropriate for the
Senator from Nebraska to make a
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point of order at this point and we
move to waive the point of order, or
does that take place at the time of the
vote?

Mr. EXON. I simply say we are look-
ing at this. I do not know whether we
are going make a point of order against
this or not.

Mr. McCAIN. I thank the Senator.
Mr. EXON. We are simply reserving

the right to do that at a certain time,
and I will not give that up at this junc-
ture.

The PRESIDING OFFICER. The Sen-
ator has that right.

Mr. DOMENICI. Parliamentary in-
quiry. Is it not Senator BYRD'S amend-
ment that is next pursuant to the pre-
vious agreement?

Mr. FORD. That would be the Sen-
ator's prerogative.

Mr. DOMENICI. I amjust asking.
The PRESIDING OFFICER. The

Chair has no specified list and there-
fore presumes it is to up to the man-
agers of the bill.

Mr. EXON. Mr. President, Senator
BYRD will be next in line, and I am
pleased to yield to him whatever time
we have on this amendment.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for up to 5 minutes.

AMENDMENT NO. 2972

(Purpose: To strike the reductions in high-
way demonstration projects and to provide
an offsetting revenue increase)
Mr. BYRD. Mr. President, I send an

amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The bill clerk read as follows:
The Senator from West Virginia LMr.

BYRDI. for himself and Mr. FORD. proposes an
amendment numbered 2972.

Mr. BYRD. Mr. President. I ask unan-
imous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
Strike section 6002.
On page 1746, line 11. strike "2001' and in-

sert "WOO'.
On page 1747. strike the matter between

lines 7 and 8, and insert:
For calendar year: The percentage is:

1995 100
1996 80
1997 60
1998 40
1999 20

Mr. BYRD. Mr. President, less than 4
years ago. Congress passed the Inter-
modal Surface Transportation Effi-
ciency Act. ISTEA. That legislation
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modernized our Federal Aid Highway
Program by targeting available re
sources on the most critical needs. The
bill before us would rescind $712 million
for certain highway projects funded in
ISTEA and previous appropriation
acts. This represents a substantial re-
treat from the commitments made in
ISTEA and in those appropriations
acts.

Mr. President, my amendment will
restore full funding for these important
highway projects in 48 States. By re-
scinding these Federal funds, the bill
before us would require States to cough
up an additional $712 million for these
projects. In effect, this would cause
States to have to increase their match-
ing share from 20 percent to as much as
32 percent in order to complete these
projects.

Currently, the Department of De-
fense shows a total unobligated balance
in excess of $10 billion for ongoing mili-
tary construction projects, yet no
one—no one—suggests that we should
rescind 15 percent of these unobligated
balances in defense and thereby ensure
that these projects cannot be com-
pleted

If we seek to reduce our Federal
budget deficit by worsening our invest-
ment deficit in our Nation's infrastruc-
ture, we will have done absolutely
nothing to improve our national pros-
perity. We will only dig our Nation
into a deeper hole characterized by ex-
cessively congested and deteriorating
roads and bridges.

According to the Department of
Transportation, there are currently
more than 234,000 miles of nonlocal
roads across the Nation which require
improvements immediately or within
the next 5 years. Additionally, 118.000
of the Nation's 575,000 bridges, more
than one in five, are structurally defi-
cient. Our current highway capacity is
being stretched beyond its limits, and
what is our response at the Federal
level? Just as is the case with our Fed-
eral budget deficit, we are leaving the
mess to our grandchildren.

To fully offset the effects of the res-
toration of these critical highway
projects, my amendment includes a
modification to section 12803 of the rec-
onciliation bill which phases out the
tax deductions presently allowed for
the interest paid on company-owned
life insurance policies over the period
1996 to 2001. Companies have used this
loophole to earn profits at the expense
of the taxpayer by insuring employees.
then borrowing on the policy and de-
ducting the interest on company tax
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returns. Both the Senate and House
bills proposed to phase out this loop-
hole.

My amendment would simply require
the phaseout in the Senate bill to be
completed in 4 years rather than 5
years. My proposal would retain the
key employee exception as contained
in the Senate bill. My amendment
would restore highway moneys to 48
States, and I urge its adoption.

Now, Mr. President. I ask unanimous
consent that Mr. BUMPERS and Mr.
PRYOR be added as cosponsors.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. BYRD. Now. Mr. President, 48
States will lose money unless my
amendment is adopted. They will lose
money for highways. I do not blame
the committee that had to meet its in-
structions and did so by rescinding $712
million in highway funds. But I have
provided an offset. and therefore I hope
that this amendment will be adopted.

I have received letters of support of
my amendment from the American
Road and Transportation Builders As-
sociation, the American Trucking As-
sociation. and the Associated General
Contractors of America.

Mr. President. let me just read a few
of those States that lose money. Ala-
bama will lose $12.8 million: Arizona,
$2.8 million; Arizona, $31.5 million:
California, $43.8 million; Connecticut,
$5 million; Florida. $27.9 million; Geor-
gia, $10.8 million: Hawaii, $3 million;
Idaho, $8 million: Illinois, $29 million;
Indiana, $8 million; Iowa, $9 million;
Kansas, $9 million: Kentucky, $4.6 mil-
lion: Louisiana, $13.8 million; Maine,
$10.9 million; Maryland. $12.6 million;
Michigan. $23 million; Minnesota. $23.5
million: Mississippi, $2.9 million; Mis-
souri. $9.3 million; Montana. $3 million;
Nebraska, $2.8 million; Nevada, $5.8
million: New Hampshire, $4.3 million:
New Jersey. $29.3 million; New York.
$40 million——

The PRESIDING OFFICER. The time
of the Senator from West Virginia has
expired.

Mr. BYRD. Mr. President, I have on
each desk the table of the amount that
the various States would lose. I ask
unanimous consent that this table.
along with three letters in support of
my amendment. be printed in the
RECORD. I urge adoption of the amend-
ment.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

States Api:oiated
1982 act demos 1987demos

Estimated fiscal
act demos UrbhrtedISTEA 1996—1997 STA Iotad

0

1.492.206

417.552

0

0

0

0

0

67,578

0

773238
13.433.012

0

633.033

17.670,188

0

2.898.477

31.588.330
California 3.920.286

0

11,849
0

1.637.734

0

19.165.117
90

19,154.455
150.475

43.889441

150.565Colorado

Connecticut 100.200
0

0

0

324.603

0

531.450
0

4.119.907
0

5076160
0Detawar —

Distiict o Columbia 0

3.233.284

0

0

812.253
2.547.679

2,069.040
12,885.327

1,146,724
9.317,009

4,028,017

27.983299florida

0 29.259 3,983,891 8.205.463 12.818.613
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AMERICAN ROAD & TRANSPORTATION
BUILDERS ASSOCIATION,

Washington, DC. October 26. 1995.
DEAR SENATOR: The documented backlog of

highway and bridge needs in the United
States was estimated at more than $290 bil-
lion by the Department of Transportation in
its 1993 report to the Congress. Despite this
huge deficiency in infrastructure invest-
ment, the reconciliation bill (5. 1357) now be-
fore the Senate would reduce funding for
highways by $522 million in fiscal year 1996
and an additional $165 million in fiscal year
1997.

The 4.000 members of the American Road &
Transportation Buildings Association
(ARTBA) strongly urge that you support an
amendment to 5. 1357 to be offered by Sen.
Robert C. Byrd that would preserve existing
funding levels.

Cutting highway funding at this time
would be in conflict with the conference re-
port on the fiscal 1996 transportation appro-
priations bill (H.R. 2002). That measure re-
flects the importance of highways to the
country by increasing funding for their im-
provement. The federal highway program
was, in fact, the only mode to receive a high-
er funding level than in fiscal 1995.

According to the Federal Highway Admin-
istration, America's highways provide 88 per-
cent of the nation's personal transportation
in addition to a large proportion of its com-
mercial movement. Congress is expected
shortly to approve designation of the Na-
tional Highway System. a 159,000-mile net-
work of roads intended to be the nation's
backbone transportation system and the
focus of federal highway investment in the
years ahead. Clearly. this is no time to cut-
ting already-inadequate funding for highway
improvements. Furthermore, most of the
proposed reduction is for activities supported
by the Highway Trust Fund, a pay-as-you-go
financing system supported by user fees, The
sought budget savings can be found in other
areas less crucial to this country's future.

ARTBAs nationwide membership is in-
volved in the planning, design, construction,
financing and operation of all forms of trans-
portation facilities. It includes contractors,
engineers and planners, equipment manufac-
turers. materials suppliers, public officials,
financial institutions and educators. Again,
we urge you to support Senator Byrd's
amendment to 5. 1357.

Sincerely,
T. PETER RUANE.

President & CEO.

AMERiCAN TRUCKING ASSOCIATIONS,
Washington, DC, October 26, 1995.

Hon. ROBERT C. BYRD.
U.S. Senate,
Washington, DC.

DEAR SENATOR BYRD: I am writing to indi-
cate the support of the American Trucking
Associations for your efforts to restore $712
million in badly needed highway funding.

A Department of Transportation report es-
timated that the backlong of highway and
bridge needs in the United States was in ex-
cess of $290 million. The conference report on
the FY '96 Department of Transportation Ap-
propriations bill (HR. 2002) recognized this
problem by increasing highway funding.
Your efforts to restore that funding is in line
with the priorities set out in HR. 2002.

We support your amendment to 5. 1357, the
Budget Reconciliation Act, and urge your
Senate colleagues to approve this amend-
ment.

TIMOTHY P. LyNCH.

THE ASSOCIATED GENERAL
CONTRACTORS OF AMERICA,

Washington. DC. October 26, 1995.
Hon. ROBERT C. BYRD,
U.S. Senate.
Washington, DC.

DE.R SENATOR BYRD: The 33.000 members
of the Associated General Contractors of
America strongly support your amendment

to 5. 1357 that will restore much needed
funding for highway projects.

Your recognition of the problems that the
existing provision (section 6002) will cause
the highway program are greatly appre-
ciated. As you are so keenly aware, your
amendment restores $715 million in highway
funding for 48 states (only Alaska and Dela-
ware escape the cuts included in Section
6002). Elimination of this funding mid stream
will simply delay needed construction and
could cost as many as 36.000jobs.

In addition to eliminating current funding
for projects (many of which are under con-
struction) that have been previously ap-
proved by both the House and Senate. Sec-
tion 6002 also sets a bad precedent by using
highway trust fund money to offset the gen-
eral fund deficit and will adversely impact
the baseline for highway funding which could
lower the amount of resources made avail-
able for critical highway construction in the
future.

Thank you for your continued vigilance in
ensuring adequate investment in the Na-
tion's Surface Transportation Programs.

Sincerely.
STEPHEN E. SANDHERR.

Executive Director.
Congressional Relations.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, I was

not privy to drafting the provisions in
the Finance Committee, and from the
Environment and Public Works Com-
mittee. I wonder if Senator CHAFEE
might take half my time and explain
this as he sees it.

Mr. CHAFEE. Mr. President. this
provision that is referred to as a loop-
hole was entirely legal over the years
that it was enforced, and in the Fi-
nance Committee, after considerable

States
.

1982 act demos 1987 act demos
.UrbIiated ISTEA Estimated liscal

1996—1997 ISTEA
demos

Total

Georgia S2.750 0 0

1.200,000 0 931.285
0 0 17.587

435,951 119.805 163.132
866,448 0 ' 15

4.54a.971
568.800

4.455.415
16,152.427
2459,368

5.75&944
311.328

3.652.915
13.015.067

10.890.665
3.011,413
8.125.917

29.886.382

Hawaii
daho

Illinois
Indiana
Iowa

Kansas
654.678 0 0

2.287.280 0 0
1,662,456 0 0
1.725.000 0 2,997.515

0 0 0
5.269.652 0 244.012

438.000 0 598.349
14.042.211 0 0

7.722.427 0 8,968
60.000 0 0

96.000 o 0
640,542 0 0

0 0 0
197,415 0 0

1.159,504 0 640
6.306,751 0 2.350.069
1.318.693 0 38
7,696,917 0 0

769,500 0 141.337
0 0 102.955

1.159.275 0 1.306,292
674.695 0 0
98,954 0 80,300

6,949,575 0 2.446.078
0 0 704.318
0 0 0

794400 0 0

0 0 0

335,244 0 0

2,919,008 0 0

0 0 0

885.868 0 259.S84
0 0 0

27,556,841 0 1.701531
0 0

2592174
3,624030
1.827,894
5.475.780
1.291.604
2.113.169

559.320
2.898,416
4.965.669
1.222,950
1,812,401
1.429.242
1.576.152
1.267,384
1.571.425

10.125.842
0

14.391.838
5,440,685

9.505
12.078.132

1.447,826
5.208,840

56.843,233
2,438,042

0

1.523.616
1.830,312

13.800,624
379.200

1.655.358
6.238.310
1.290.000

20.905,207

4.924.171
5.901.066
3.787.824
1.120.780
3.630344
9.708.244
4.986.436

306.139
6,437.225

10.831.101
1.713.O
7.475.659

933.984
1.298,237
4.363,780
1.665,604

10.528.075
560,390

18.515.195
7.586.025
3.684.048
8.206,606
4.594.163
2,386.848

45.750,168
2.978.890
2.008.065

971.343
2.142.662

12.590.892
565.579

1.037.760
7.238.376
4.649,164

16.178.678

8.250,002
9.147.918
9.699.134
4.611.130

13.828.639
10.999,848
12.613.269

1.901,808
23.377.852
23.528.165
2.996.550
9.384.060
3.003.768
2.874.389
5.828.579
4,397,173

29.310.737
1.879,121

40,603.950
13.937.547

3.796.508
22,750.305

6,716.684
7.774.942

111,989.054
6.121.250
2,008,065
3.289.359
3,972.974

29.426,760
3.863.787
2.703.118

14.622.138
5.939.164

66.342.257

Kentucky
Lousana

..
Maine
Maryland
Massaclwsetts
Mthi

..
MinnESota

Mississippi
MISSWfl

..
Montana
Nebraska
Nevada
New Hampshire
New jersey
New Mexico
New Yost
North Carolina
North Dakota
Ohio

Oldahna
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota ..
Tennessee ........
Tezas

Utah
Vennoig
Virginia
Washington
West Virginia
Wisconsinmit

0 0 0

0

0
3.709.992 3.709.992

American Samoa
Virgin Islands ..

Toat

0 0 90,479
321.600 0 0

113.760
1.Z63.900

119,342
1.042.948

1037,760
323.581

2.628.448

109,291163 131,654 19.563590 272,247,986 310.302,671 711,537,064

Sincerely yours.
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negotiation in what we are doing in
retroactively repealing something, if
you would, the belief was that doing it
over 5 years was a fair method of pro-
ceeding.

And the belief was that to do it in 4
years—a very abbreviated time—was
just not fair. So, Mr. President. this is
an intricate, complicated system, and a
complicated piece of legislation. But
we felt in the Finance Committee that
indeed there was considerable pressure
to give a longer time to phase it out.
But we arrived at 5 years thinking that
was a fair way of doing it, and the 4
years just does pose a severe problem
and difficulty upon those who chose to
use this type of company-owned life in-
surance policies. So. Mr. President.
that was the rationale for going to the
5 years.

Mr. BYRD. Would the Senator yield?
Mr. CHAFEE. Yes.
Mr. BYRD. Mr. President. the House

phases it Out in 4 years. The Senate
phases it out in 5 years. So either way
it gets phased out. I suggest we phase
it Out in 4 years, and apply that morley
to these infrastructure projects in 48
States of the country. Let us cast a
vote for. America arid the future of
America.

Mr. CHAFEE. Mr. President, I do not
want to look at this in terms of wheth-
er we are voting for America or not.
People would not want to stand up here
and suggest they were not voting for
America. I suspect they believe the
amendments are for America.

What I am saying. Mr. President, is
that we are doing something retro-
actively. And it was our belief that 5
years was the fair way. Now, I suppose
you could do it in 1 year. But that does
not make it any fairer. So, Mr. Presi-
dent, that was the basis on which we
did the 5 years in the Finance Commit-
tee.

Mr. DOMENICI addressed the Chair.
How much time do I have remaining?
The PRESIDING OFFICER. Two

minutes and 20 seconds.
Mr. DOMENICI. Mr. President, I

would just make a couple of quick
points. Senator BYRD knows that I
have great respect for him and I am
fully aware of his constant and persist-
ent desire that we spend money on in-
frasti-ucture. But I think the only pos-
sible way. assuming it is not subject to
a point of order, that this amendment
should be adopted is if the U.S. Senate
thinks that the demonstration high-
way projects were a good thing.

The demonstration highway projects
did not treat all States equally. As a
matter of fact. by being demonstration
projects. some States got a lot more
than others. So the distinguished Sen-
ator is now looking at that and saying
some States would lose and some
States would gain, but this is not a for-
mula where everyone was allowed dem-
onstration projects. This is a
nonformula.

The demonstrations were established
by committee or by appropriation or in
that way. And anybody interested in
whether this is a fair distribution
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among our States can just look at the
list which I do not chose to read here
tonight. but there are some very di-
proportionate returns of money to cer-
tain States and very little to other
States that should have the same
amount on population and highways.
But the demonstrations were not set
Out in any fair way in the beginning.

So if you think the highway dem-
onstration programs were great, then
obviously you ought to put them back
in here whereas the committee decided
that they did not think they ought to
be in and we ought to save money. So
that is going to be the issue. That is if
it is not subject to a point of order.
And the reason I say if," my instinct
tells me it is. but then I think of who
offered it, and I am quite sure he made
sure it was not subject to a point of
order.

Mr. BYRD. Mr. President, will the
Senator yield?

Mr. DOMENICI. Yes.
Mr. BYRD. If we do not adopt this

amendment. then we are retroactively
wiping Out those infrastructure
projects in 48 States of this country. I
hope the Senate will adopt the amend-
ment. I did not mention Pennsylvania,
$111 million; Ohio. $22 million; Texas.
$29 million; Virginia. $14 million; West
Virginia, $66 million. I have only read
some of them.

Mr. DOMENICI. The Senator men-
tioned West Virginia?

Mr. BYRD. I mentioned West Vir-
ginia.

The PRESIDING OFFICER. The time
of the Senator from New Mexico has
expired.

Mr. DOMENICI. I am not going to
ask for the yeas and nays or move to
table. I will wait for the vote. the time
that it comes up.

Senator CHAFEE, I believe, is the next
one.

Does the Senator have a copy of Sen-
ator CHAFEE's amendment?

Mr. EXON. We do. I might say at this
time, following Senator CHAFEE's pres-
entation. I will yield our 5 minutes.
which is the jurisdiction of the Finance
Committee, to the Senator from West
Virginia.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. CHAFEE. Mr. President, I ask
that the Chair would be good enough to
tell when I have used 3 minutes.

As I understand it, we have 5 minutes
on our side.

The PRESIDING OFFICER. That is
correct.

Mr. CHAFEE. If the Chair could tell
me at the end of 3 minutes, I would ap-
preciate it.

The PRESIDING OFFICER. If the
Senator is offering an amendment, he
needs to send it to the desk.

AMENDMENT NO. 2973

(Purpose: To guarantee coverage under the
medicaid program for low-income aged,
blind, and disabled individuals eligible for
supplemental security income benefits
under title XVI of the Social Security Act)
Mr. CHAFEE. I am sending the

amendment to the desk, an unprinted
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amendment, and ask for its immediate
consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:
The Senator from Rhode Island (Mr.

CHAFEE], for himself and Mr. CONRAD. pro.
poses amendment numbered 2973.

Mr. CHAFEE. Mr. President, I would
ask that further reading of the amend-
ment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 767. strike lines 12 through 15 and

insert the following:
(3) provide for making medical assistance

available to any individual receiving cash
benefits under title XVI by reason of disabil.
ity (including blindness) or receiving medi-
cal assistance under section 1902(f) (as in ef.
fect on the day before the date of enactment
of this Act); and".

Mr. CHAFEE. Mr. President, I am of-
fering this amendment on behalf of
Senator CONRAD and myself. What it
does, it guarantees Medicaid eligibility
for low-income individuals with dis-
abilities. Under the language reported
by the Senate Finance Committee.
States are required to provide coverage
to persons with disabilities.

However, and here is the hitch—the
States are given complete latitude in
establishing the definition of who is
disabled. It could be only those who are
quadriplegics who are blind are consid-
ered disabled. I mean. they can have
any definition the States wish. What
our amendment does is it sets a mini-
mum standard by requiring States to
provide coverage to children and adults
with disabilities who receive benefits
under the Supplemental Security In-
come Program [SSI}.

But here are the important words.
the SSI Program. as amended by the
welfare reform bill which we passed
here a month or so ago. we passed here
by a vote of 87 to 12. So this is a very
restricted group. This is not the SSI
group that we worry about that in-
cluded substance abusers, for example.
That is not in this category. Only the
neediest individuals qualify for SSI.
They all have incomes below the pov-
erty level and indeed currently they
have to—they cannot be above 75 per-
cent of the poverty level and qualify.
Now, this is a pretty low-income group.

Why is this amendment important?
Without this requirement. States will
have the ability to exclude from cov-
erage a group of individuals who de-
pend on this Medicaid coverage as their
only source of health insurance cov-
erage. There is no place else they can
go. You say get private insurance.
Well, they first cannot afford it. And
second, they all have preexisting condi-
tions, and so therefore would not be
qualified.

Mr. President, there is no mandated
benefit package in this proposal. These
are the facts. We do not mandate a ben-
efit package. We leave that up to the
States. All we are saying is, you have
to cover this group. And how do you de-
scribe this group? You describe them
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by the SSI description as we had it in
the welfare program. So, indeed, with
no mandated benefit package, the
States could say, "For this group there
will be one aspirin a year." That could
be done. But at least you have to cover
everybody in the group with whatever
the benefit package is.

Mr. President, I think it is very im-
portant to remember that we are giv-
ing the States, over the next 7 years.
$800 billion—$800 billion, Mr. President.
And they are going to receive their al-
locations based on the fact of those
whom they covered in 1995. and in the
group that they covered in which they
got their money are these disabled. So.
Mr. President, these are a very, very
low-income group in our society. They
are being cared for very frequently by
their parents and others, kept in the
community. And without this safety
net they would have to in many cases
be institutionalized at a far higher
cost. I hope my colleagues will join me
in preserving this critical safety net.

I yield time to Senator COND.
Mr. CONRAD. Mr. President, I am

proud to join Senator CHAFEE in offer-
ing this amendment. Mr. President,
simply put, this provides health care
support to the most severely disabled
individuals in our society. Senator
CHAFEE and I received a letter of sup-
port from the Consortium for Citizens
With Disabilities, 30 national organiza-
tions that work to support the dis-
abled. They said, and I quote:

We believe that your amendment to estab-
lish a minimum floor of eligibility for chil-
dren and adults with dsabiJities is a fun-
damental component of ensuring a basic
safety net for low-income people wkh severe
disabilities.

Mr. President. health care is not an
option for these people, it is a neces-
sity. They have it today. They should
not be at risk for losing it tomorrow.

During Finance Committee delibera-
tion. we received this communication.
It said:

Mr. Senator, if you are a person wfth men-
tal retardation, these services are not op-
tional. Remember, this is a lifelong condi-
tion which cannot be cured like substance
abuse or unemployment. Also remember, it
is not a self-inflicted condition, but rather
one that a person is born with.

Mr. President, States should not cut
severely disabled people from Medicaid.
That is the premise of this amendment.
I hope our colleagues will support it.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President.
first. I want to compliment the Sen-
ator from Rhode Island, because actu-
ally it was the Senator from Rhode Is-
land and myself in the Finance Com-
mittee who put up this amendment.
which won 17 to 3, and then it sort of
disappeared. It particularly dis-
appeared with respect to the disabled.
It should be understood the Senator is
entirely correct in his amendment, and
I urge my colleagues to support his
amendment.
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On the other hand, it is also impor-

tant to understand that by voting for
this amendment that we are not going
to be making a prince Out of a frog;
that the underlying Medicaid bill
which encompasses this amendment is,
in the judgment of this Senator, a dis-
aster.

This amendment will help. I do not
want to in any way diminish that. This
is pregnant women, children, and the
disabled, and it is a guarantee. The
guarantee was not there before.

The Senator is right when he says
the States now have to make a deter-
mination under the current law what
"disabled' means. Good heavens, 50 dif-
ferent definitions coming in on "dis-
abled."

The point is. it is a good amendment
in a bad bill. The States will still lose
30 percent of their Medicaid funding. In
the case of my State. it is a little more
than that. On nursing home protection,
Federal standards are wiped out. That
really does bring up the specter, and
some say. "Well, you arejust making a
fuss over this.' What a fuss. The stand-
ards we passed in 1987 by which you
could no longer tether, that is tie
down, an elderly person in a nursing
home or drug into passivity an elderly
person, is wiped out. So that is now
possible under the underlying bill.

These are terrible things. Children
with primary care needs, early detec-
tion. early protection, no immuniza-
tion—it is not a good bill. But the
amendment is good and the Senator
from Rhode Island has suggested an
amendment that ought to be adopted.

So Ijust simply make that point and
compliment the Senator significantly
for now getting the word 'guaranteed"
coverage into the legislation. I com-
pliment him on that and urge my col-
leagues to support the Senator's
amendment.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Has all time been used on

the amendment before us?
The PRESIDING OFFICER. The Sen-

ator from Nebraska controls 1 minute,
50 seconds.

Mr. CHAFEE. Mr. President. if I
could havejust a portion of that.

Mr. EXON. I will be glad to yield half
of it to my colleague.

Mr. DOMENICI. Wait a minute: wait
a minute. How do we get all 10 minutes
in favor of the amendment? I do not
want to argue against it. You cannot
allocate the time to the other side if
they are in favor of the amendment. Is
that not the rule? If it is not, I am mis-
taken.

Mr. EXON. I do not think the rule
specifies that. But in a matter of fair-
ness. I agree to the chairman's—who
wishes to speak in opposition?

Mr. CHAFEE. Mr. President, it is
such an outstanding amendment. I do
not think there is any opposition.

Mr. DOMENICI. I am not so Sure but
you are right. But I want to make sure
we do not have all 10 minutes. I
thought we were going to save 5.

October 26, 1995
Mr. CHAFEE. Why do we not save

time andjust adopt it?
Mr. DOMENICI. We cannot do that

right now. It may come to pass.
Mr. EXON. I yield half my time to

the Senator from Rhode Island.
Mr. ROCKEFELLER. Will the Sen-

ator from Rhode Island yield? Will the
Senator from Rhode Island correct the
misstatement of the Senator from West
Virginia about pregnant women, chil-
dren and disabled as opposed to the el-
derly?

Mr. CHAFEE. I am going to stick
what we have here, which is we are
solely dealing with low-income individ-
uals with disabilities. Mr. President. I
tell you. when you are talking 75 per-
cent of poverty, you are really talking
about poor people.

But the key thing I want to stress
here is these folks are being cared for
in the community very frequently by
their parents. And do not think these
are 6-year-olds and their parents are 35.
Their parents are frequently 65 and
these individuals are 40 years old. But
they are being cared for in the commu-
nity. because they have this safety net
of Medicaid coverage that is there in
case they get ill. Otherwise. I am cer-
tain that they would end up in institu-
tions at a far greater cost to the public
and all of us.

So, Mr. President. I hope the amend-
ment will be adopted.

Mr. COHEN. Will the Senator yield? I
indicate my support for the amend-
ment.

The PRESIDING OFFICER. Time has
expired. If the manager wishes to speak
in opposition, he is entitled to have 5
minutes restored in opposition.

Mr. DOMENICI. I do not choose to
speak in opposition. Does any Senator
want to speak in opposition? What I
would like to do is take my 5 minutes
and I would like to yield 2 minutes of
that to Senator COHEN. He can speak in
favor of it.

The PRESIDING OFFICER. Ten min-
utes has expired in support.

Mr. DOMENICI. I ask unanimous
consent that the Senator have 2 min-
utes to speak in favor of it.

The PRESIDING OFFICER. The
manager is entitled to 5 minutes in op-
position. The Senator from Maine is
recognized for 2 minutes.

Mr. COHEN. Mr. President. I thank
my friend. I rise in support of the
CHAFEE amendment. Senator CHAFEE
has tried valiantly to include the poor-
est of the poor in our system, and for
anyone to object to having the disabled
included—I might say, it does not go
far enough perhaps, because as I under-
stand the Senator's amendment, it in-
cludes pregnant women and children
and does not include elderly: it in-
cludes disabled but it leaves it up to
the States to define what 'disabled" is.

I know the Senator was eager to use
the SSI determination for 'diSabled,"
Is that the Senator's amendment?

Mr. CHAFEE. That is right. It has al-
ready been adopted. Pregnant women
and children up to the age of 12 and 100
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percent of poverty, that is covered.
And also the disabled are to be covered.
but the definition of disabled' was
not made.

Mr. COHEN. My understanding is
now you have included the definition
that has been acknowledged under the
SSI determination.

Mr. CHAFEE. As changed by the wel-
fare bill.

Mr. COHEN. Then please let me lend
my strong support for that, and I want
to thank my friend from New Mexico
for allowing me a moment or two to ex-
press my support.

Mr. CHAFEE. Mr. President, is this
the proper time to ask for the yeas and
nays?

The PRESIDING OFFICER. It would
be appropriate.

Mr. CHAFEE. I do so. I ask for the
yeas and nays on my amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. CHAFEE. Mr. President, I want

to thank everyone.
Several Senators addressed the

Chair.
Mr. EXON. Mr. President, I thought

he was next. I was mistaken. I believe
Senator BREAUX is next.

I yield our 5 minutes to the Senator
from Louisiana.

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

AMENDMENT NO. 2963

(Purpose: To provide fora partially
refundable child tax credit)

Mr. BREAUX. Mr. President, I have
an amendment at the desk and ask it
be reported.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Louisiana [Mr. BREAUX]

proposes an amendment numbered 2963.
Mr. BREAUX. Mr. President, I ask

unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 1469, beginning on line 2, strike all

through page 1471, line 20. arid insert the fol.
lowing:
sEc. 12001. CHILD TAX cREDIT.

(a) IN GENERAL—Subpart C of part IV of
subchapter A of chapter 1 is amended by re-
designating section 35 as section 36 and by
inserting after section 34 the following new
section:
5EC. 35. CHILD TAX CREDIT.

(a) ALLOWANCE OF CREDIT.—
(I) GENERAl.. RULE—There shall be al-

lowed as a credit against the tax imposed by
this subtitle for the taxable year an amount
equal to. $500 multiplied by the number of
qualifying children of the taxpayer.

(2) LIMITATION BAsED ON A1IOUNT OF TAX.—
The credit allowed by paragraph (1) for a tax-
able year shall not exceed the sum of—

(A) the tax imposed by this subtitle for
the taxable year (reduced by the credits al-
lowable against such tax other than the
credit allowable under section 32). and

(B) the taxes imposed by sections 3101 and
3201 (a) and 50 percent of the taxes imposed
by sections 1401 and 3211(a) for such taxable
year.
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(b) ADJUsTED CRoss 1NcOME LIMITATION.—

The aggregate amount of the credit which
would (but for this subsection) be allowed by
subsection (a) shall be reduced (but not
below zero) by 20 percent for each $3000 by
which the taxpayers adjusted gross income
exceeds $60000.

(c) QUALIFYING CHILD—FOr purposes of
this section—.

(1) IN GENERAL—The term qualifying
child means any individual if—

(A) the taxpayer is allowed a deduction
under section 151 with respect to such mdi.
vidual for such taxable year.

(B) such individual has not attained the
age of 16 as of the close of the calendar year
in which the taxable year of the taxpayer be.
gins, and

(C) such individual bears a relationship to
the taxpayer described in section 32(c) (3) (B)
(determined without regard to clause (ii)
thereof).

(2) EXcEF'TION FOR CERTAIN NONcrnzENs.—
The term qualifying child shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
resident of the United States.

(d) CERTAIN OTHER RULES APPLY—Rules
similar to the rules of subsections (d) and (e)
of section 32 shall apply for purposes of this
section.

(c) CONFORMING AMENDMENT—The table
of sections for such subpart C is amended by
striking the item relating to section 35 and
inserting the following new items:

Sec. 35. Child tax credit.
Sec. 36. Overpayments of tax.'

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.

Mr. BREAUX. Mr. President, my col-
leagues. the largest item in the Fi-
nance Committee bill, by far, is the
$500 per child tax credit. It cost $141
billion over 7 years. That is a lot of
money. Some people think we should
not have a tax cut at all. But this bill
is going to have a tax cut in it. The
largest one is going to be a per child
tax cut at $500 per child. I would think
that all of us, if we know it is going to
pass, should at least agree on one
thing—the largest number of families
that need it should get it.

Here is what my amendment does. It
addresses a problem that is very real.
Simply stated, the Republican proposal
only is a credit against income tax. It
is not a credit against the largest tax
that people pay in this country, that is.
the payroll tax. For 75 percent of
American families, they pay more in
payroll tax than in income tax. This
child tax credit is not an offset against
the payroll tax. This chart shows that.
The blue line is the payroll taxes that
people pay on average. The orange line
is an estimate of their income tax.

So you see, families making $16,000.
all the way up to families on this chart
making almost $27000, are paying far
more in payroll taxes than they are
paying in income taxes.

The figures show that under the Re-
publican proposal, something like 44
percent of all the children in America
would only get a partial or no credit at
all, because the credit is only against
the income tax. Many families do not
even pay that much in income tax.

If you have a family that has two
children, that is a $1,000 credit. But if
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they are only paying $700 or $500 in in-
come tax, they do not get to use the
credit. Therefore, simply stated, my
amendment makes the $500 per child
tax credit a credit against both the in-
come tax or the payroll tax. We spend
the same amount of money—not a dime
more, not a dime less. But we cover 44
percent more children. We cover about
31 million more children living in fami-
lies, and if we are going to spend this
money for a credit, let us make sure
they get it.

The second chart tells you what we
are talking about when we look at fam-
ily earnings and how much they pay in
income ta.xes—the actual numbers. A
family making $20,000 a year is at
about $458 in income tax. That would
not even pay for the credit for one
child. But that same family is spending
over $1,500—$1,530—in payroll tax. My
amendment says that the $500 per child
tax credit can be used as a credit
against the payroll tax, as well as an
income tax, so that the family making
$20,000 will get some of the benefits of
this massive program that we are pass-
ing. What is wrong with saying let us
make sure that the most number of
children get the benefit?

I have seen some of the Republican
charts that say, well, under this credit,
this proposal. we get a huge credit
against income tax. Sure, the problem
that is most families pay more in pay-
roll tax, and it is no offset whatsoever
against the payroll tax. So for families
making under $30,000 a year, for most
of them it is no benefit at all.

Look at this chart. This is every
State in the country. This is the me-
dian household income. In Louisiana, it
is $25000. Under the Republican pro-
posal, if you are in a family making
less than $30,000 a year, you are not
going to get the benefit of a per child
tax credit. So my proposition is very
simple. If you want to add about 31
million more people to the rolls and
give them the benefit, for the same
amount of money—exactly the same
amount of money—my credit goes out
to families making up to $75,000 a year.
It starts to phase out at $60,000 and
eliminates it at $75,000 per family, but
it makes it refundable against a pay-
roll tax. By spending the same amount
of money, we cover 31 million more
children. I think that is what we are
trying to do.

I got this wonderful note from the
Christian Coalition saying they are
going to target this amendment. They
say. We are going to portray this
amendment as a vote to gut the $500
per child tax credit." It does not gut it:
it is the same amount of money. We
are just Covering 31 million more chil-
dren in this country by making it a
credit against the payroll tax. They
say they want to make sure they get
the most number of people covered.
That is exactly what my amendment
does. They say. well, his starts to phase
out at $60,000 per year. That is true,



S 15808
but it goes up to the same amount,
$75000, that the original Republican
proposal did. Just by making it refund-
able against the payroll tax——

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. BREAUX. Forty-four percent
more children are covered.

I urge adoption of this amendment.
Mr. DOMENICI. Mr. President, I

yield 2½ minutes to the Senator from
Minnesota.

Mr. GRAMS. Mr. President. first let
me say that I agree with the Senator
from Louisiana in wanting to make
this tax cut refundable against the
FICA or payroll tax, because I argued
many months and many times that we
should do this and expand the tax cred-
it, because FICA is one of the most re-
gressive.

But this is not the way to do it. This
is not the way to pit one group of hard-
working. tax-paying families against
another group of families that struggle
every day to try and make ends meet,
to provide for his or her family.

Nearly 75 percent of the tax credits
in the Republican plan go to families
making under $75,000 a year, those
hard-working families who have been
asked to. pay.

This is the real crux of the argument:
They have been asked to pay more of
their income to Federal taxes every
year, year after year. Our plan does
target low-income families with in-
creases in the EITC credit, already giv-
ing $24 billion this year. growing to
like $30 billion, and in the next year,
$40 billion plus. So those families are
seeing an increase in their earned-in-
come tax credit. They are getting tax
relief or more money in their pockets.

But who is forgotten? The families
forgotten are those making between
$30000 and $75,000 a year. They are for-
gotten for the EITC program. They do
not get the benefits here. Yet, they are
remembered one day of the year—tax
day—when they are asked to spend
more and more of their money. I would
like to work with the Senator from
Louisiana to try and define ways to
shrink the size of the Federal Govern-
ment, to save additional moneys, to be
able to expand even farther the tax
credits, to give more persons tax relief.
But let us not pit one group who are
asked to pay and pay, and pay more of
their income, as well as their FICA.
Their FICA taxes are also being de-
ducted.

Let us give them credits and not pit
one against the other. Let us not take
money from the taxpayers. Let us work
to shrink the size of the Government
and give more Americans more of their
money back in the form of tax credits.
I would like to work with the Senator
from Louisiana in doing that. But I do
not support this. and I urge my col-
leagues to vote no on the amendment.

Mr. BREAUX. Will the Senator from
New Mexico yield me 60 seconds? I do
not think I have any time left.

The PRESIDING OFFICER. The Sen-
ator from Louisiana has used his time.
The Senator from New Mexico has 2
minutes 30 seconds.

Mr. DOMENICI. Mr. President. I rise
in opposition to the amendment. First
of all, everybody should know this
amendment starts phasing Out the
child tax care credit at $60,000. The
credit that we have in the Senate bill,
when coupled with the earned-income
tax credit, achieves the same goal as
the Breaux amendment. It relieves the
lower-income folks of the payroll bur-
den. His would be to the contrary. The
child credit and EIC is already in ex-
cess of the family's Federal payroll
taxes. The employee and the employer
share for families living at or near the
poverty line. A family earning under
$12,500, with two children, and families
with earnings under $15,500 will have
the same effect under our bill. Yet, we
will be able to cover more Americans
because we do not stop it at $60000.

So I do not believe we ought to do
this. Frankly, I am not a great fan of
refundable anything because I believe
they are rampant with fraud. We just
got through a situation with EITC. and
it is about 25 percent fraudulent be-
cause we are giving people a check
back as a refundable tax credit. Some
may be for that. I do not think it is a
very good policy. The same thing will
happen to this one if we do it this way.

Mr. GRAMS. If the Senator will
yield, the Senator from Louisiana said
more children would be covered. Actu-
ally, under his bill, because he would
limit the age at 15 and not 17. as in our
proposal, 5 million children between
the ages of 16 and 17, whose families'
income fall below $75,000 a year, would
not be denied this child tax credit. It
would cover fewer children and not
more. So I think the whole crux of this
plan is to give tax relief for families.

Mr. DOMENICI, Mr. President, in
closing, I do not believe we ought to
stop a child tax credit at 16 years of
age. I have been through this, and that
is about the time they start to get
really expensive. There we are stopping
it just about at that time, while in our
bill we add two more years. which is
much better in terms of really helping
middle income families when they need
it the most.

Mr. ABRAHAM. Mr. President. I will
vote against the Breaux amendment.
Although I have expressed support for
making the $500-per-child tax credit re-
fundable against the FICA tax, this
amendment is the wrong way to
achieve this objective. First, it dra-
matically limits the $55 credit for
many middle-class families. Second, it
limits the number of children who
would qualify for the credit.

For families earning between $60000
and $75,000, this amendment would un-
fairly prevent them from receiving the
$500 child tax credit.

It is my hope that FICA
refundability will be raised during con-
ference and that a solution will be
adopted which will provide much need-
ed tax relief to all American families.

Mr. BREAUX, Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?
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There is a sufficient second.
The yeas and nays were ordered.
Mr. DOMENICI. Mr. President, I

move to table that amendment, and I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. DOMENICI. I think it comes to

our side. Senator BOND is next.
Mr. EXON. When Senator BOND fin-

ishes, I wish to yield the 5 minutes on
our side to the discretion of the Sen-
ator from Arkansas.

AMENDMENT NO. 2975

(Purpose: To increase the health insurance
deduction for self-employed individuals
and to strike the long-term care insurance
provisions)
Mr. BOND. Mr. President, I thank my

good friend and eminent leader of the
Budget Committee for this time. I send
an amendment to the desk on behalf of
myself and Senator PRYOR and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Missouri [Mr. BOr). for
himself and Mr. PRYOR, proposes an amend-
ment numbered 2975.

Mr. BOND. Mr. President, I ask unan-
imous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 1553. beginning with line 13, strike

all through page 1588, line 24. and insert:
SuBcuAvr A—HEALTh INSURANcE COSTS OF

SELF-EMPLOYED INDIvIDUALS

sEc. 12201. INcREAsE IN DEDUcTIoN FOR
HEALTh INsURANcE cosTs OF
5ELF-EMPLOYED INDIVIDUALS.

(a) INcREAsE iN DEDUCTION—Section 162(1)
is amended—

(1) by striking '30 percent" in paragraph
(1) and inserting "the applicable percent-
age", and

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

(6) APPLICABLE PERcENTACE.—For pur-
poses of paragraph (1), the applicable per-
centage shall be determined as follows:
"For taxable years The applicable in

beginning in percentage is:
1996 and 1997 60
1998 and thereafter 100."

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.

Mr. BOND. There is a great injustice
in our tax law, an injustice that I sus-
pect everyone in this body has ad-
dressed at some time or another. That
is the inequity in the deductibility of
health insurance costs.

I do not think I need to tell my col-
leagues that corporations historically
can deduct 100 percent of the health
care insurance premium that they pay
for employees, and the employees do
not have to declare any of the em-
ployer-paid health insurance premiums
as income. At the same time, the self-
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employed farmers, the small business
men and women of this country cannot
deduct more than 30 percent.

This body took a great step forward
earlier this year when we reinstated for
last year the 25-percent deduction and
increased that to 30 percent. Frankly,
that is not enough.

In my role as chairman of the Small
Business Committee. I have heard from
small businesses in my State and
across the country who are concerned,
and greatly concerned, rightfully so,
about health care.

The occupant of the chair and I
know, because we have worked on
health care issues over recent years,
one of the biggest problems we face are
those who are uninsured, because they
are limited to a 30-percent deduction as
self-employed people for health care in-
surance premiums.

Under the amendment that I am of-
fering today with Senator PRYOR, we
will increase the deduction for self-em-
ployed to 60 percent next year. 60 per-
cent the following year. and then in
the year 1998. increase that to 100 per-
cent. Mr. President, I believe that is
the way to achieve equity and ensure
that more of the self-employed are in-
sured.

The offset to this provision—we seek
to offset by taking Out the new pro-
gram for long-term care insurance in-
cluded in the Finance Committee
markup. I think it is a good idea down
the road, or perhaps even before we
complete work -on this bill, to start
providing some incentives for long-
term insurance. I think it makes a
great deal of sense. I think first we
have to address the basic inequity.

I reserve the remainder of my time.
Mr. PRYOR. Mr. President, I thank

my colleague from Missouri for yield-
ing to me, and I thank the distin-
guished manager, Senator ExON of Ne-
braska, for giving me the opportunity
to address this issue.

We all know last spring the Congress
passed and the President signed into
law HR. 831. This was a bill to restore
the 25-percent health care deduction
for the self-employed and for the farm-
ers of America. As my colleagues may
remember, Mr. President. this deduc-
tion had expired and the self-employed
were receiving absolutely no health
care deduction at all for a period of
time. It was an absurd position in
which to place small businesses and the
family farm.

H.R. 831 also increased the deduction
for 30 percent for 1995 and for all years
in the future. It was a very good step
a positive step for small business and
for the family farm.

I was proud. by the way, to join Sen-
ator ROTH and Senator BOND and oth-
ers in a letter with 73 of our colleagues
who promised not to offer or support
any amendment on the floor. It was a
strong statement, but we underscored
our recognition of the importance of
the health care deduction for the self-
employed.

Last week when the tax bill came be-
fore the Senate Finance Committee, I
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was disappointed that the chairman's
markup did not include any progress
on the deduction front. I offered an
amendment to increase this deduction
to 50 percent—from 30 percent to 50
percent. I was further disappointed
when this amendment failed on a
party-line vote.

I am very proud to join with Senator
BOND this evening on the floor of the
Senate in an amendment to increase
the self-employed deduction not to 50
percent, Mr. President, but to 100 per-
cent. There is where it should be, and
that is what our amendment does.

It is an issue of parity. It is an issue
of increasing coverage for small busi-
ness and for farmers, for making insur-
ance more affordable. It would move
the 30-percent rate to 60 percent in 1996
for deduction. In 1997, it would con-
tinue at 60 percent. By 1998, Mr. Presi-
dent, we would have a 100-percent de-
duction for small businesses, for the
self-employed, and for the farm fami-
lies of America. I think it would do
more to basically make insurance more
affordable and to provide insurance for
many. many more millions of Ameri-
cans that have labored under a very in-
equitable situation.

I reserve the remainder of my time.
Mr. BOND. Mr. President, I thank my

distinguished colleague from Arkansas,
who has been a champion of this deduc-
tion for a long time. It is a pleasure to
work with him on this amendment.

I want to advise my colleagues that
we have received strong letters of sup-
port from a whole host of organiza-
tions—agriculture and small business,
including the Farm Bureau Federation.
ABC. Chamber of Commerce, HEAL.
Association for Self-Employed, Asso-
ciation of Home Builders, Cattlemen's
Association, National Restaurant Asso-
ciation. NFIB, National Retail Federa-
tion. Small Business Legislative Coun-
cil, Society of American Florists.

I ask unanimous consent this be
printed in the RECORD.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:

SUPPORT THE BOND/PRYOR AMENDMENT

OcTOBER 25. 1995.
Hon. CHRISTOPHER BOND.
Chairman, Senate Committee on Small Business.

Washington. DC.
DEAR SENATOR BOND: We. the undersigned

organizations, support your and Senator
Pryor's amendment to Reconciliation to in-
crease health insurance deductibility for the
self-employed.

For years. large corporations have been de-
ducting 100 percent of the cost of their
health insurance while self-employed busi-
ness owners like sole proprietors. Subchapter
S corporations and partnerships have been
limited to 30 percent—which was just in-
creased five percent this year. This is simply
unfair and must be changed.

We believe that before the Congress au-
thorizes a costly. new deduction for any
other kind of health care benefit self-em-
ployed small business owners and farmers
should get 100 percent health insurance de-
ductibility.

Thank you for your leadership on behalf of
the self-employed. We look for-ward to work-
ing with you to pass this important amend-
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ment. We urge all of your colleagues to sup-
port your amendment.

Sincerely.
American Farm Bureau Federation, As-

sociated Builders and Contractors,
Chamber of Commerce of the United
States. HEAL. (Healthcare Equity
Action League).' National Association
for the Self-Employed. National Asso-
ciation of Home Builders. National
Cattlemen's Association. National Fed-
eration of Independent Business. Na-
tional Restaurant Association, Na-
tional Retail Federation. Small Busi-
ness Legislative Council. Society of
American Florists.

SMALL BUsINESs,
LEGIsLATIvE COUNCIL,

Washington. DC. October 24, 1995.
Hon. CHRIsTOPHER BOND.
Chairman, Committee on Small Business, US.

Senate. Washington. DC.
DEAR MR. CHAIRMAN: We strongly support

your amendment to the budget reconcili-
ation bill to increase the deduction the self-
employed may take for their own health care
expenses.

As you know, sole-proprietors, partners
and S Corporation shareholders can now de-
duct 30 percent of such costs. For many
years. these individuals were not allowed to
deduct health care costs at all. For a time,
the deduction was 25 percent, but it was a
temporary deduction and we found ourselves
fighting each year to justify a provision that
should not require a constant defense.

The prohibition on such deductions is an
anachronism from th 1950s, based on an out-
dated concept of how business entities
should be taxed under our system. In the
modern day business environment, this pol-
icy is simply unfair. Frankly, we believe, if
not for the issue of revenue. Congress would
have already changed this law. It is time to
address this inequity once and for all time.

The Small Business Legislative Council
(SBLCJ is a permanent. independent coali-
tion of nearly one hundred trade and profes-
sional associations that share a common
commitment to the future of small business.
Our members represent the interests of small
businesses in such diverse economic sectors
as manufacturing, retailing, distribution,
professional and technical services, con-
struction, transportation, and agriculture.
Our policies are developed through a consen-
sus among our membership. Individual asso-
ciations may express their own views. For
your information, a list of our members is
enclosed.

Sincerely,
GARY F. PErrY.

Chairman of the Board.

MEMBERS OF ThE sMALL BUsINESs LEGISLATIVE
COUNCIL

Air Conditioning Contractors of America.
Alliance for Affordable Health Care.
Alliance of Independent Store Owners and

Professionals,
American Animal Hospital Association.
American Association of Equine Practi-

tioners.
American Association of Nurserymen,
American Bus Association.
American Consulting Engineers Council,
American Council of Independent Labora-

tories.

Thc Healthcarc Equity Action Lcague (HEAL)
was formed in 1991. and is the oldcst and largest
busincss community coalition supporting healchcarc
rcform. It is comprised of over 6O companies, asso-
ciations, and local Chambers of Commcrce. rep-
rcscnting over 1 million employers and 35 million
cmployccs.



S 15810
American Gear Manufacturers Association,
American Machine Tool Distributors Asso-

ciation.
American Road, Transportation Builders

Association.
American Society of Interior Designers.
American Society of Travel Agents. Inc..
American Subcontractors Association.
American Textile Machinery Association.
American Trucking Associations Inc.
American Warehouse Association.
AMT—The Association of Manufacturing

Technology,
Architectural Precast Association.
Associated Builders & Contractors.
Associated Equipment Distributors.
Associated Landscape Contractors of

America,
Association of Small Business Develop-

ment Centers,
Automotive Service Association.
Automotive Recyclers Association.
Automotive Warehouse Distributors Asso-

ciation,
Bowling Proprietors Association of Amer-

ica,
Building Service Contractors Association

Inter-national,
Christian Booksellers Association.
Cincinnati Sign Supplies/Lamb and Co..
Council of Fleet Specialists.
Council of Growing Companies,
Direct Selling Association,
Electronics Representatives Association.
Florists Transworld Delivery Association.
Health Industry Representatives Assoc ia-

tion,
Helicopter Association International,
Independent Bankers Association of Amer-

ica.
Independent Medical Distributors Associa-

tion,
International Association of Refrigerated

Warehouses,
International Communications Industries

Association.
Inter-national Formalwear Association.
Inter-national Television Association.
Machinery Dealers National Association.
Manufacturers Agents National Associa-

tion,
Manufacturers Representatives of Amer-

ica, Inc..
Mechanical Contractors Association of

America, Inc..
National Association for the Self-Em-

ployed.
National Association of catalog Showroom

Merchandisers.
National Association of Home Builders.
National Association of Investment Com-

panies.
National Association of Plumbing-Heating-

Cooling Contractors.
National Association of Private Enter-

prise,
National Association of Realtors.
National Association of Retail Druggist.
National Association of RV Parks and

Campgrounds,
National Association of Small Business In-

vestment Companies.
National Association of the Remodeling In-

dustry,
National Chimney Sweep Guild.
National Electrical Contractors Associa-

tion.
National Electrical Manufacturers Rep-

resentatives Association.
National Food Brokers Association.
National Independent Flag Dealers Asso-

ciation,
National Knitwear & Sportswear Associa-

tion,
National Lumber & Building Material

Dealers Association.
National Moving and Storage Association,
National Ornamental & Miscellaneous

Metals Association.

National Paperbox Association.
National Shoe Retailers Association.
National Society of Public Accountants,
National Tire Dealers & Retreaders Asso-

ciation.
National Tooling and Machining Associa-

tion.
National Tour Association,
National Wood Flooring Association.
NATSO. Inc..
Opticians Association of America,
Organization for the Protection and Ad-

vancement of Small Telephone Companies.
Petroleum Marketers Association of Amer-

ica,
Power Transmission Representatives Asso-

ciation.
Printing Industries of America, Inc.,
Professional Lawn Care Association of

America.
Promotional Products Association Inter-

national.
Retail Bakers of America.
Small Business Council of America, Inc..
Small Business Exporters Association,
SMC/Pennsylvania Small Business,
Society of America Florists.
Turfgrass Producers International.

NATIONAL ASSOCIATION
FOR ThE SELF-EMPLOYED,

Washington, DC, October 25. 1995.
Hon. KIT BOND,
Chairman, Senate Small Business Committee,

Washington, DC,
DEAR CHAIRMAN BOND: It is my understand-

ing that you intend to offer an amendment
during the budget debate that would raise
the health insurance deduction for the self-
employed from the current 30 percent level
to 100 percent. On behalf of the National As-
sociation for the Self-Employed. I com-
pletely support your efforts.

Raising this deduction level would create
tax equity between corporate America and
small business. Currently, large businesses
can deduct 100 percent of the premiums they
pay on behalf of their employees for health
insurance coverage. The self-employed can
only deduct 30 percent of their costs. And the
self-employed who pay for their own insur-
ance are primarily paying with after-tax dol-
lars. effectively making the policies more ex-
pensive. A 100-percent deduction would give
the self-employed the equity they deserve.

Also a 100-percent deduction would enable
many self-employed to purchase a health in-
surance policy, a luxury many cannot cur-
rently afford. I believe passing a 100-percent
deduction would significantly decrease the
number of uninsured individuals in this
country.

We have polled our 320,000 self-employed
members and 100-percent deductibility of
health insurance premiums is the No. I issue
of concern to them. Please do not hesitate to
call on me. I stand ready to assist your ef-
forts in any way I can.

Sincerely,
BENNIE L. THAVER.

President/CEO.

CHAMBER OF COMMERCE OF THE
UNITED STATES OF AMERICA,

Washington. DC, October 26, 1995.
Hon. CHRISTOPHER BOND,
Chairman. Small $usiness Committee.
US. Senate, Washington. DC.

DEAR KJT: The U.S. chamber of Commerce
Federation of 215000 businesses (96% of
whom are small businesses). 3,000 state and
local chambers of commerce. 1200 trade and
professional organizations. and 75 American
chambers of commerce abroad strongly sup-
ports your small business amendment to the
Balanced Budget Reconciliation bill. Your
amendment would allow the self-employed
and small businesses to deduct 100% of their
health insurance costs, a benefit currently
available only to large corporations.
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As you know, the Chamber has long main-

tained that the self-employed and unincor-
porated small businesses should receive the
same tax treatment currently available to
corporations. Sound tax policy dictates full
deductibility of premium of self-insurance
cost as ordinary and necessary business ex-
penses. There is no valid tax policy reason
for treating the smallest businesses any dif-
ferently. It is vitally important to the na-
tions economic security that the smallest
businesses, frequently new and often strug-
gling, should be granted a measure of secu-
rity equal to that of larger corporations.

Once again, the Chamber commends your
work on behalf of our nations small busi-
nesses and looks forward to working with
you towards resolving this issue. The inabil-
ity of the nation's smallest businesses to de-
duct the full cost of their health insurance,
and the inequity in being denied an advan-
tage granted to their incorporated fellows,
has been a thorn in the side of small business
and the self-employed for years. It is time
that thorn is removed and equality is re-
stored.

Sincerely.
R. BRUCE JOSTEN.

PROMOI1ONAL PRODUCTS
ASSOCIATION INTERNATIONAL.

Irving. TX. October 26, 1995.
Hon. CHRISTOPHER BOND.
Chairman. Committee on Small Business.
US. Senate. Washington, DC.

DEAR MR. CHAIRMAN: On behalf of the Pro-
motional Products Association International
(PPA). I wish to express our support for your
amendment to increase the deduction the
self-employed may take for their own health
care costs.

Under current law, they may deduct only
30 percent of their health care costs, and the
current deduction was only recently made
permanent. For the millions of sole propri-
etors. partners, and S Corporation sharehold-
ers. including PPA members, this is an un-
fair penalty with no sound basis in tax pol-
icy.

The current policy dates back to another
era in tax policy, when business entities such
as sole proprietorships were viewed upon
with great suspicion. Now, decades later,
economic and social policy has evolved to
the point where we find more and more indi-
viduals opting to structure their small busi-
ness in such a fashion. These small busi-
nesses are an increasingly important source
of strength in our economy.

It is time to give them the same oppor-
tunity to deduct their health care costs as
any other business.

The promotional products industry is the
advertising, sales promotion. and motiva-
tional medium employing useful articles of
merchandise imprinted with an advertiser's
name, logo, or message. Our industry sales
are over $6 billion and PPA members are
manufacturers and distributors of such goods
and services.

Sincerely.
H. TED OLSON. MAS,

President.

NATIONAL HOME
FURNISHINCS ASSOCIATION,

Washington. DC. October 26, 1995.
Hon. CHRISTOPHER BOND.
Chairman, Committee on Small Business, U.S.

Senate. Washington. DC.
DEAR MR. CHAIRMAN: On behalf of the Na-

tional Home Furnishings Association
[NHFA], I wish to express our strong support
for your amendment to the budget reconcili-
ation bill to increase the deduction the self-
employed may take for their own health care
costs. It is long overdue.
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It is unfair to penalize Small business own-

ers Solely because they elect to do business
as a sole proprietorship. partnership. or S
Corporation, yet that is what the current tax
code does with respect to their own health
care costs.

As you know, for the first time thiS year.
the self-employed can deduct 30 percent of
their heakh care costs. For many years.
they were not allowed to deduct even that
much. We all know what health care costs
these days, and it is simply unfair to impose
such a harsh pena'ty which does not have
any Sound tax policyjustification to support
it.

The NHFA represents approximately 2.800
retailers of home furnishings throughout the
United States. Thank you for your efforts on
our beha'f.

Sincerely.
PATRICIA N. BOWLING.

Executive Vice President.

WORLD FLOoR
COVERING ASSOCIATION.

Washington, DC, October 26. 1995.
Hon. CHRiSTOPHER BoND,
Chairman, Committee on Small Business. US.

Senate, Washington. DC.
DEAR MR. CHAIRMAN: On behalf of the

World F'oor Covering Association EWFCAI.
representing floorcovering retailers through-
out the United States. I wish to express our
strong support for our amendment to the
budget reconciliation bill to increase the de-
duction the self-employed may take for their
own health care costs. It is about time this
inequity in our tax policy was resolved once
and for all.

Mr. BOND. Now, Mr. President, I
know there are a number of my col-
leagues who feel very strongly about
the long-term Care insurance program.
We have had discussions about finding
other offsets to this amendment so
that we may be able to start on that
long-term care prospect. I will be most
anxious to work with my Colleagues be-
cause I think everybody here at one
time or another has expressed his or
her strong support for the full deduct-
ibility of health Care.

With that, I ask unanimous Consent
that I be permitted to modify the
amendment prior to a vote on it.

The PRESIDING OFFICER. Is there
objection?

Mr. DOMENICI. Reserving the right
to object I do not understand what
that means.

Mr. BOND. Mr. President. if I could
respond.

Mr. DOMENICI. You mean. if you
find another source of revenue?

Mr. BOND. There are minds far
brighter than mine and people with far
greater access to the intricacies of this
measure who are embarking on a good-
faith effort to find offsets to get them
scored by the Joint Tax Committee.

I sincerely hope we can find a way to
accommodate both the long-term in-
surance and the health care. I believe
very strongly that the health care de-
ductibility for self-employed must be
done. I would like to be able to work
with my colleagues who support the
long-term insurance program so that
can be accomplished.

At this point we do not have an off-
set. I want to make sure this measure
is before us.

The PRESIDING OFFICER. Is there
objection?
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Mr. DOMENICI. Senator DOLE wants

to be recognized in opposition.
Mr. DOLE. Only in opposition to the

long-term care.
I think in this matter, a lot of the de-

bate in the last 2 or 3 days has been
long-term care—Medicare. Medicaid.
We are trying to get the younger peo-
ple involved in long-term care so that
when they arrive at their senior years,
they will have long-term care through
the private sector.

It is something we have worked on in
a bipartisan way in the Finance Com-
mittee for years. We finally have it in
the bill. We believe it is a very good
provision.

I do not object to the amendment
that is pending. I hope they can find
another revenue source. I support what
Senator BOND and Senator PRYOR are
trying to do. The self-employed should
have the same rights as everyone else,
the same deduction. I hope that if we
can find another revenue source—be-
cause I really believe the long-term
care amendment, although this is very
important. is just as.important, or we
will be back here in 10. 15. 20 years,
somebody will be back here wondering
why we did not do something to get
people interested in buying insurance
and getting a deduction.

I hope we can resolve it before we
have the vote.

The PRESIDING OFFICER. Is there
objection to the request?

Without objection. it is so ordered.
Mr. DOMENICI. Mr. President, we

said we had no objection.
The PRESIDING OFFICER. The re-

quest is agreed to.
The Senator from New Mexico.
Mr. DOMENICI. Mr. President, I

think we were entitled to 5 minutes in
opposition, because the other side was
in favor. But I am just going to take a
minute and say I compliment Senator
BOND for what he is trying to do. But I,
too, hope he will find another offset,
because I truly believe, in the midst of
a national debate on Medicare and
Medicaid, much of which is long-term
care, we have come to the conclusion
that the missing link out there is that
not many people have long-term care
protection.

That is getting to be a bigger and
bigger burden of our Government. We
are going to be less and less able to do
it. That we start, in this bill, moving
in the direction of letting that happen
for people who want to save for them-
selves and buy insurance and get an ap-
propriate credit, seems to me to be
very positive. I hope the Senator from
Missouri, for whom I have great re-
spect, would agree with that.

The PRESIDING OFFICER. The Sen-
ator from Missouri.

Mr. BOND. Mr. President. I cannot
disagree with a thing my distinguished
colleague from New Mexico has said. I
had the pleasure of meeting with busi-
ness men and women in his State. Both
of these are important in his State. my
State, and the rest of the country.

I do want to make sure this bill has
the deductibility phased in, full de-
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ductibility for the self-employed and
small businesses. We are most anxious
to work cooperatively with colleagues
on both sides to accomplish this.

Mr. DOMENICI. I yield back any
time I had in opposition.

Several Senators addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Arkansas has 2 minutes and
9 seconds.

Mr. PRYOR. Will Senator ExON like
some time?

Mr. EXON. I will wait until the Sen-
ator finishes.

Mr. PRYOR. Mr. President, just for 1
minute. On many occasions we. all of
us, I assume, have gone to town meet-
ings or wherever and said we believe
the self-employed, small business.
farmers of our country need to have
the same rights and same deductibil-
ity, especially in purchasing their
health care coverage for themselves
and their employees. This is exactly
what Senator BOND and I are trying to
craft tonight, that opportunity. I hope
we can give that to these individuals
who truly create the jobs in America
and who really are deserving of this op-
portunity to participate in the health
care system of America.

I hope we can work out something
and I pledge my best efforts to do so.

Mr. EXON. Mr. President, do I have
any time remaining?

The PRESIDING OFFICER. The Sen-
ator from Nebraska has 1 minute and
15 seconds.

Mr. EXON. I would like to use that I
minute, if I might. for a brief colloquy
between myself and the chairman of
the committee. I think we can jointly
announce some good news. I think we
are moving quite well here. The
amendments I have next, that I think
are agreed to on the other side—next
will be Senator BIDEN, then Senator
SNOwE, then Senator DORGAN, then
Senator PHIL GRAMM of Texas, and
then Senator KERRY of Massachusetts.

I am pleased with the way we are co-
operating on both sides and the fact
the Senators are here. prepared to offer
their amendments in a timely fashion.

Is that the schedule for the next
amendments, in that order?

Mr. DOMENICI. Yes. I would make
sure and confirm on our side that.
when we have done Senator GRAMM of
Texas, it is my calculation that we will
have had 8 of our 10. still leaving us
with 2. If that is everybody's under-
standing. then I am perfectly in accord.

Mr. EXON. It appears to me that is
accurate.

Mr. WELLSTONE. Will the Senator
yield for just a moment? I did not hear
the Senator from Nebraska. What was
the order of the next 50 minutes. did he
say?

Mr. EXON. The next amendments, 10
minutes each, equally divided. The
next will be Senator BIDEN followed by
Senator SNOwE followed by Senator
DORGAN followed by Senator PHIL
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Gramm of Texas followed by Senator
KERRY of Massachusetts.

With that, I yield 5 minutes to Sen-
ator BIDEN, from the State of Dela-
ware.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

MOTION TO COMMT

Mr. BIDEN. Mr. President. I send a
motion to the desk and ask for its im-
mediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Delaware Mr. BIDEN)
proposes a motion to commit with instruc-
tions.

Mr. BIDEN. Mr. President, I ask
unanimous consent that reading of the
motion be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The motion is as follows:
MOTION TO COMflT WITh INsTRUCTIONs

Mr. President, I move to commit the bill S.
1357 to the Committee on Finance with in-
structions that the Committee on Finance
report the bill back to the Senate within 3
days (not to include any day the Senate is
not in session) with identical language, ex-
cept that the Committee on Finance shall in-
clude a provision in the bill which would pro-
vide tax relief to middle-class American fam-
ilies and which would help middle-class fami-
lies meet the rapidly rising costs of a higher
education by providing a tax deduction of up
to $10000 per year for the costs of a college
education for individual taxpayers with ad-
justed gross income of not more than $90,000
and for married couples with adjusted gross
incomes of not more than $120,000. The Com-
mittee on Finance should also include a pro-
vision which offets the costs of this pro-
posed tax deduction by restricting the
growth of tax expenditures, except for the
deductions for mortgage interest, health in-
surance, state and local taxes, and charitable
contributions,

Mr. BIDEN. Mr. President, this goal
is straightforward. It is simple and I
think consistent with what I heard ev-
eryone over the last 2 years talk about.
We all stand before this body, in both
parties—I do not question the motiva-
tion of anyone in either party—and we
always talk about the need to give im-
mediate relief to middle-class tax-
payers. Admittedly, in this bill there is
some relief for middle-class taxpayers
in the tax portion, and that is the $500
child care tax credit. I would argue—I
will not take the time now—the addi-
tional cost to middle-class families as
a consequence of the cuts in Medicare
and Medicaid will offset that, but that
is a different question.

One of the things we also talk about
is the goal and dream of every Amer-
ican family, whether it is the richest
businessman or poorest welfare moth-
er, and every middle-class family, and
that is providing for the education for
their children.

Frankly, as the Presiding Officer
knows, it is getting harder and harder
for middle-class families—and I mean
that in a broad range, people making
from $30,000 to $90,000 individually or
up to $120,000 as a family—to be able to
afford a college education. I would like
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to take a look at what is happening
here, very quickly. in the limited
amount of time that I have. This is
what has happened since 1980.

The orange represents the cost of
public college tuition. I want to make
sure we understand now I am talking
about State universities. I am not talk-
ing about private universities, whether
the Syracuses or the Harvards or the
Yales or the Georgetowns of the world.
which are a great deal more expensive
than the cost of public tuition and fees.
And I am not even talking about room
and board. I am not even talking about
that—just college tuition and fees.
Since the 1980's the college tuition and
fees for public universities have in-
creased 236 percent. The median house-
hold income in America has gone up 82
percent.

If you go back to 1980 you can see
how every single. solitary year the gap
is widening, in what I do not know any-
one would disagree with is the ultimate
middle-class dream most American
families have, like the one my father
had, he never went to college: give my
son and my daughter a college edu-
cation.

When I went to school, this gap was
not so wide. If you take a look at what
has happened in terms of, again, in-
come for median families, middle-in-
come families, in 1980, 4.5 percent of
median household income was what it
cost to send someone to college. Now
that is almost doubled. it is 8.4 percent.
That is for one child.

The bottomline is it is getting in-
credibly difficult for middle-class fami-
lies, or any family to send their child
to college. So the result is, in 1980, as
I said, it took 45 percent of the median
household income to pay for tuition
and fees. I am not talking, now, about
room and board. Today it takes 8.4 per-
cent, almost double, just for tuition
and fees for a public university.

Education is one of the best invest-
ments we can make in American soci-
ety. I have voted for investment tax
credit for businesses. I voted for tax
credits for them buying machinery and
all of those things which make sense in
my view.

I can think of nothing that makes
more sense than encouraging American
families to invest in a post-high school
education for their children. It seems
to me it is about time they should get
a break.

Mr. President. to reiterate, this mo-
tion to recommit is simple. It instructs
the Finance Committee to include in
the budget reconciliation bill a tax de-
duction of up to $10,000 for the costs of
a college education.

Let me tell you why this is impor-
tant. In my years of public service, I
have found that no matter what dif-
ferences may divide us. there is always
one constant thing that unites us. We
all have the same dream.

Think about it. No matter who you
talk to—black or white, rich or poor—
every American family dreams that
their children will go to college. It was
my dad's dream for his children, and it
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was, and is, my dream for my children.
It remains the dream of every middle-
class American family.

But, that dream is now at risk. This
last summer, a poll was conducted of
undergraduate students and parents
with children in college. Of those sur-
veyed, 87 percent—nearly 9 Out of every
10 Americans—believe that the cost of
college is rising so fast that it will
soon be out of reach for most Ameri-
cans.

It should be no surprise why the over-
whelming majority of Americans be-
lieve that. At the rate we are going. it
is true. It is getting harder and harder
for middle-class Americans to afford a
college education.

It makes you begin to wonder what
exactly the word public means when
you say public higher education."

A college education is slipping Out of
reach of middle-class Americans. And,
if they still want to fulfill the dream.
it means that more and more young
people must borrow more and more
money to go to college.

One more statistic—and perhaps the
one that boggles my mind the most. Of
all the money ever borrowed under the
Federal Government's guaranteed stu-
dent loan program, 22 percent of it has
been borrowed in the last 2 years.

Let me say that.again. The guaran-
teed student loan program has been
with us for 30 years. And, of all the
money borrowed during that time, al-
most one-fourth of it has been bor-
rowed in just the last 2 years.

We are saddling the next generation
with enormous debt before their adult
lives even begin. And, I am not talking
about the abstract terms of the Federal
debt. No, this is saddling the next gen-
eration with individual, personal debt.

When today's college students walk
down the aisle at graduation, they are
handed not only a diploma, but a big i-
0-u. And, for too many, it is either
that, or no college at all.

So, I have a very simple proposition.
We should give a tax deduction of up to
$10,000 per year for the costs of a col-
lege education. Under my motion to re-
commit, this tax deduction would be
limited to single taxpayers with in-
comes under $90,000 and to married
couples with incomes under $120,000.
And, it would be paid for by limiting
the growth—not cutting, just limiting
the growth—in tax expenditures.

Mr. President, education is one of the
best investments we as a society can
make. It is one of the best measure-
ments of future economic well-being.
And, it is more important now than
ever before. Previous generations could
make a solid middle-class living with
only a high school education. No more.

In fact, there was an interesting
point made in a Wall Street Journal ar-
ticle last week. Working families save
primarily by investing in human cap-
ital—that is, education.

Yet, when businesses Invest in ma-
chine capital, they are not taxed. Mid-
dle-class families, when they invest in
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education, are taxed to the hilt. Edu
cation is treated as consumption, not
investment.

And, as a Nobel Prize economist once
put it, the tax code treats machines
better than it does people.

It is time for that to change.
From the establishment of the land-

grant university system in the late
1800's to the GI bill at the end of World
War II to the creation of the PELL
Grant and Guaranteed Student Loan
programs in the 1960s, the Federal Gov-
ernment has been committed to seeing
that young people desiring to go to col-
lege would not be turned away because
of the cost. It was a national goal to
see a college education within reach of
every American.

Now, as that goal begins to slip out
of reach for many middle-class fami-
lies, it is time to renew our commit-
ment to ensuring access to a college
education for all Americans. I urge my
colleagues to support this proposal.

I reserve the remainder of my time if
I have any.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, I re-
grettably disagree with my friend from
Delaware. Actually, to pick Out two of
the many tax expenditures. that is, two
mortgage deductions—that is a very
large one—and health insurance and
freeze all the rest seems to me totally
unreasonable. Let mejust go through a
couple.

We are freezing pension contribu-
tions. That is one of the largest tax ex-
penditures we have, and we think it is
fair. Education that employees get
from their corporations, you would
freeze that deduction. The R&D tax
credits for American corporations. The
one thing they have asked for is that
they get to deduct in a special way the
research and development costs of
their business, something needed to
keep them competitive. Arbitrarily we
decide those are all frozen so that we
can provide this special tax treatment
for those people with children going to
college.

Now, we would like to do that. We
would like to do a lot of things, but,
frankly. to take the tax code and say
all these other provisions that are good
for our country, we just decide to
freeze them so we can do that, in light
of the fact that we have provided sig-
nificant assistance to middle-income
Americans—in this bill, there is a cred-
it for student loan interest, a credit for
20 percent of the interest paid on the
student loan during the taxable year if
the taxpayer has an adjusted gross in-
come of $40000 to $50,000 as a single
taxpayer, $60,000 to $75,000 as a couple—
it is capped at $500 per year per bor-
rower, $1,000 per return—that is pretty
fair. With all the other things we are
trying to do. it seems to me we ought
to in a more orderly way look at such
things as the pension deductions and
the expenditures for education that
employers give to employees, and
many other good tax expenditures that
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are Out there right now iworking for 5EC. 7058 SENSE OF SENATE REGARDING COy.

ERAGE FOR TREATMENT OF BR.EA5TAmericans. AND PROSTATE CANCER UNDERSo at the right time. I will move tO MEDIcARE.
table the amendment, but for now I (a) FINDINGS—The Senate finds that—
yield back the remainder of my time. (1) breast and prostate cancer each strike

Mr. BIDEN addressed the Chair. about 200.000 persons annually. and each
The PRESIDING OFFICER. The Sen- claims the lives of over 40,000 annually:

ator from Delaware is recognized for 53 (2) medicare covers treatments of breast
seconds. and prostate cancer including surgery. chem-

Mr. BIDEN. Mr. President. I know otherapy, and radiation therapy:
my friend has put a whole flock of kids (3) the Omnibus Budget Reconciliation Act
through college. and so I know his of 1993 (OBRA) expanded medicare to cover
commitment to college. self-administered chemotherapeutic oral-

Let me just say very briefly my cancer drugs which have the same active in
gredients as drugs previously available inamendment restricts the growth of tax injectable or intravenous form:

expenditures in those areas. It does not (4) half of all women with breast cancer,
in fact freeze them. and thousands of men with prostate cancer

No. 2. tell middle-class taxpayers which has spread beyond the prostate. need
that R&D is more important for cor- hormonal therapy administered through oral
porations, which I support, than freez- cancer drugs which have never been avail-
ing—even if you were to freeze—than it able in injectable or intravenous form: and
is to be able to send their kid to col- (5) medicares failure to cover oral cancer
lege. Ask the average middle-class drugs for hormonal therapy makes the cov

ered treatments less effective.American taxpayer what is a better in- (b) SENSE OF SENATE—It is the sense of thevestment. Who is going to do the R&D Senate that medicare should not discrimiif we do not get these kids to college? nate among breast and prostate cancer vicLastly, I say to my friend, the $500 tims by providing drug treatment coverage
cap on student loan interest is worth- for some but not all such cancers, and that
while and is necessary but it does not the budget reconciliation conferees should
compare to $10000 that a middle-class amend medicare to provide coverage for
family would be able to deduct. They these important cancer drug treatments.
need help now. They need help now. Ms. SNOWE. I thank the Chair.
Mr. President. and this is the most di- I am offering this amendment in con-
rect and immediate way to do it. junction with Senators D'AMATO, SHEL-

I thank the Chair. I thank my col- BY, BIDEN. MACK. HUTCHISON, and
leagues. GRkMM that expresses the sense-of-the-

The PRESIDING OFFICER. All time Senate that the budget reconciliation
has expired. conferees should amend Medicare to

Mr. DOMENICI. Mr. President, I provide coverage for certain oral can-
think it returns to our side and Sen- cer drugs that are of enormous benefit
ator SNOwE has an amendment at this to breast and prostate cancer victims.
time. Currently, Medicare discriminates

The PRESIDING OFFICER. The Sen- among breast and prostate cancer vic-
ator from Maine. tims by providing certain drug treat-

Mr. EXON. Before Senator SNOWE is ment coverage for some but not all
recognized. to expedite things, when such cancers.
Senator SNOwE finishes. I yield half of Back in 1993, when Congress ex-
our 5 minutes to the Senator from panded Medicare to help pay for the di-West Virginia, who I understand also agnosis and treatment of breast cancer.supports it. gaps in coverage were inadvertently

I reserve the other half of the time in created which denied coverage for cer-
case any opposition surfaces. tam oral cancer drugs. This is becauseMs. SNOWE addressed the Chair. in 1993, the Medicare OBRA provisionsThe PRESIDING OFFICER. The Sen- allowed the coverage of oral cancerator from Maine. drugs that were previously available in

AMENDMENT NO. 2976 injectable or intravenous form.
(Purpose: To express the sense of the Senate However, half of all women withregarding the coverage of treatment for breast cancer, that is. 50 percent. andbreast and prostate cancer under Medicare) thousands of men with prostate cancerMs. SNOWE. Mr. President. I send an which has spread beyond the prostate.amendment to the desk and ask for itS need hormonal therapy that is admin-immediate consideration. istered through oral cancer drugs thatThe PRESIDING OFFICER. The have never been available in injectableclerk will report the amendment. or intravenous form.The assistant legislative clerk read Let us consider the potential benefitas follows: of covering these oral estrogen-basedThe Senator from Maine (Ms. SNOWEJ. for cancer drugs for elderly populations.herself. Mr. DAMATO, Mr. SHELBY. Mr.
BIDEN, Mr. MACK. Mrs. HUTcHISON, and Mr. Breast cancer and prostate cancers
GRAMM, proposes an amendment numbered are very similar. First. both diseases
2976. strike approximately 200,000 Americans

Ms. SNOWE. Mr. President, I ask per year.
unanimous consent that reading of the Second. both diseases take over 40.000
amendment be dispensed with. lives each year. While breast cancer af-

The PRESIDING OFFICER. Without fects 1 in 9 women, prostate cancer af-
objection. it is so ordered. fects I in 11 men every year. and for

The amendment is as follows: both diseases the number of reported
On page 606. between lines 13 and 14. insert cases is rising rapidly. In fact, the

the following: number of reported cases of prostate
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cancer is increasing to an alarming de-
gree. an expected 90 percent increase
between 1983 and the year a000.

Finally, these diseases are prevalent
among women and men whose age
makes them eligible for Medicare.

The Congressional Budget Office's
preliminary analysis revealed the cov-
erage of the breast cancer portion of
this amendment at a savings of $156
million over 7 years.

So I am asking, Mr. President. that
we support this resolution because I
think it is the next logical step in
fighting both breast cancer and pros-
tate cancer. It does not make sense
that we do not provide coverage for the
next generation of drug treatment for
both prostate and breast cancer treat-
ment. It will save money in the long
run under Medicare. and it certainly
will make it easier to be administered
to those patients, especially those who
live in rural areas because it is an oral
type of drug rather than having to be
administered in outpatient or in inpa-
tient facilities.

In 1991. Congress made a significant
investment under the Medicare provi-
sions for breast cancer screening. It
only makes sense then to provide this
kind of extensive coverage with the
new kinds of drugs that are coming on
the market that will be reimbursed
under the Medicare system. By denying
coverage for treatment to half the pop-
ulation of breast cancer patients, we
are not taking full advantage of the in-
vestment that Congress has already
made.

In 1994 alone, Medicare will have
spent an estimated $640 million on
breast cancer treatment. Yet, here we
find that Medicare will not cover some
of the treatments that could be pro-
vided for women because they do not
reimburse an oral form of drug. In this
case, for example, it is tamoxifen.
Tamoxifen is a new drug on the market
for the treatment of breast cancers at
certain stages and yet because it was
not available in intravenous or
injectable form it cannot be reim-
bursed under the Medicare system be-
cause it is an oral drug. I do not think
it makes sense. It certainly does not
make sense for the future. It does not
make sense for the lives and the health
of the individuals who are victims of
breast or prostate cancer.

So I would urge that the Senate go
on record in preventing the recurrence
of breast and prostate cancer by advo-
cating that Medicare reimburse for
such coverage.

Mr. President, I would ask for the
yeas and nays, and I reserve the re-
mainder of my time.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.
Ms. SNOWE. Mr. President, I ask

unanimous consent to include Senator
COHEN, of Maine, as a cosponsor.

The PRESIDING OFFICER. Without
objection. it is so ordered.
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The Senator from West Virginia.
Mr. BIDEN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from West Virginia has '/ min-
utes.

Mr. ROCKEFELLER. I yield 10 sec-
onds to the Senator from Delaware.

Mr. BIDEN. Mr. President, I thank
the Senator. I wish to thank my col-
league from Maine. As an original co-
sponsor of her amendment, I would like
to point Out two things very quickly.

One, this was an oversight in the first
place. It was never intended that this
drug should not be covered. And No. 2.
it is vitally important to the health
and safety of millions of Americans. I
think it is a good amendment, and I am
glad she is introducing it.

Mr. ROCKEFELLER. Mr. President.
let me put this in two forms. One is. I
think this amendment has a virtuous
purpose, and I will support it. It is a
wish. It is just simply a wish. That is
why it is put in the form of a sense of
the Senate. We are hoping that the rec-
onciliation conferees will approve Med-
icare. I support it. In fact, I worked on
matters of this oral use of cancer pills
and other things in the past.

But I would be very surprised, quite
frankly, if we can in Medicare buy a
single new aspirin, much less prostate
cancer and breast cancer remedies,
under the $270 billion cut which the un-
derlying bill of the majority con-
templates, let alone any more coverage
whatsoever for cancer. And I think
that Senator SNOWE understands that,
making this, therefore, a sense of the
Senate.

Keep in mind, please. my colleagues,
that we are cutting $70 billion. We
were devastating everything from grad-
uate medical education to rural hos-
pitals. to premiums, to original re-
search in any area. You are going to
find a lot of people—in fact. I notice
our colleague from Massachusetts com-
ing in—you will find a lot of people not
going into research medicine to come
up with new cures for prostate cancer
or breast cancer because of what is
happening to graduate medical institu-
tions.

But all we had to do to get this
amendment and to be able to pass this
amendment was, in fact, to do what the
Democrats wanted to do, which was
simply cut $89 billion from Medicare.
But, no. they wanted to cut $70 billion
in order to be able to—

The PRESIDING OFFICER (Mr.
KYL). The Senator has used his a'/2 min-
utes.

The Senator from Nebraska controls
the time.

Mr. EXON. I will be glad to yield—
has the Senator finished? Does the Sen-
ator need more time?

Mr. ROCKEFELLER. One minute.
Mr. EXON. I yield 1 minute to the

Senator from West Virginia.
Mr. ROCKEFELLER. Medicare. let us

face it. has been put on the chopping
block. These are huge. huge cuts that
are going to be made in the next 7
years that our people have absolutely

October 26, 1995
no concept of. And here we are talking
about adding on services. I am for that.
I am for Senator SNOWE. She is an ex-
cellent Senator, and her sense-of-the-
Senate resolution is excellent and it
should be supported.

But the division on the one hand of
the virtue of that purpose and the utter
devastation of Medicare is a very awk-
ward coupling, to say the very least. I
hope and pray Medicare can do more
for breast cancer, for prostate cancer,
but I will guarantee you it cannot so
long as we are cutting $270 billion out
of it.

The PRESIDING OFFICER. Who
yields time?

Mr. EXON. Mr. President, since no
others are seeking time, I will be glad
to yield back our time.

Is there any time on this side?
Ms. SNOWE. Mr. President, I ask

unanimous consent to include Senator
JEFFORDS as a cosponsor of this amend-
ment, and I will yield back the remain-
der of my time.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. EXON. Has all time been yielded
back on both sides?

The PRESIDING OFFICER. Not all
time has been yielded back yet.

Mr. EXON. May I request all time be
yielded back? I yield back our time.

Mr. DOMENICI. Does the Senator
yield back all his?

The PRESIDING OFFICER. The Sen-
ator from Maine yields back. All time
is yielded back.

Mr. EXON. I believe the next order of
business would be an amendment of-
fered by Senator DORGAN of North Da-
kota.

I yield 5 minutes to him at this time.
The PRESIDING OFFICER. The Sen-

ator from North Dakota is recognized.
AMENDMENT NO. 2977

(Purpose: To end deferral for United States
shareholders on income of controlled for-
eign corporations attributable to property
imported into the United States)
Mr. DORGAN. Mr. President, I have

an amendment at the desk.
The PRESIDING OFFICER. The

clerk will report.
The legislative clerk read as follows:
The Senator from North Dakota IMr. DOR-

CAN], for himself, Mr. KENNEDY, Mr. REID,
Mr. FEINCOLD and Mr. BUMPERS, proposes an
amendment numbered 2977.

Mr. DORGAN. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of chapter 1 of subtitle I of title

XII, insert the following new section:
5E. 2. TAXATION OF INcOME OF cONTROLLED

FOREIGN cORPORATIONs ATFRIB-
UTABLE TO IMPORTED PROPERTY.

(a) GENERAL RULE—Subsection (a) of sec-
tion 954 (defining foreign base company in-
come) is amended by striking 'and' at the
end of paragraph (4). by striking the period
at the end of paragraph (5) and inserting
and', and by adding at the end the following
new paragraph:
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(6) imported property income for the tax-

able year (determined under subsection (h)
and reduced as provided in subsection
(b)(5)).''

(b) DEFINITION OF IMPORTED PROPERTY IN-
COME—Section 954 is amended by adding at
the end the foflowing new subsection:

(h) IMPORTED PROPERTY INCOME.—
(1) IN CEpERAL.—For purposes of sub-

section (a)(6). the term imported property
income' means income (whether in the form
of profits. commissions, fees, or otherwise)
derived in connection with—

(A) manufacturing, producing, growing.
or extracting imported property.

(B) the sale, exchange. or other disposi-
tion of imported property, or

'(C) the lease, rental. or licensing of im-
ported property.
Such term shall not include any foreign oil
and gas extraction income (within the mean-
ing of section 907(c)) or any foreign oil relat-
ed income (within the meaning of section
907(c)).

(2) IMPORTED PROPERTY—For purposes of
this subsection—

(A) IN CENERAL.—Except as otherwise pro-
vided in this paragraph. the term imported
property' means property which is imported
into the United States by the controlled for-
eign corporation or a related person.

(B) IMPORTED PROPERTY INCLUDES CERTAIN
PROPERTY IMPORTED BY UNRELATED PER-
SONS—The term 'imported property' in-
cludes any property imported into the Unit-
ed States by an unrelated person if. when
such property was sold to the unrelated per-
son by the controlled foreign corporation (Or
a related person). it was reasonable to expect
that—

'(i) such property would be imported into
the United States, or

'(ii) such property would be used as a com-
ponent in other property which would be im-
ported into the United States.

'(C) EXCEPTION FOR PROPERTY SUBSE-
QUENTLY EXPORTED—The term imported
property' does not include any property
which is imported into the United States and
which—

(i) before substantial use in the United
States, is sold, leased, or rented by the con-
trolled foreign corporation or a related per-
son for direct use, consumption, or disposi-
tion outside the United States, or

"(ii) is used by the controlled foreign cor-
poration or a related person as a component
in other property which is so sold, leased, or
rented.

(3) DEFThJITIONS AND SPECIAL RULES.—
(A) IMPORT—For purposes of this sub-

section, the term 'import' means entering, or
withdrawal from warehouse, for consumption
or use. Such term includes any grant of the
right to use an intangible (as defined in sec-
tion 936(b) (3) (B)) in the United States.

(B) UNRELATED PERSON—For purposes of
this subsection, the term unrelated person'
means any person who is not a related per-
son with respect to the controlled foreign
corporation.

(C) COORDINATION WITH FORICN BASE COM-
PANY SALES INCOME—For purposes of this
section, the term 'foreign base company
sales incom& shall not include any imported
property income.'

(c) SEPARATE APPLICATION OF LIMITATIONS
ON FOREICN TAx CREDIT FOR IMPORTED PROP-
ERTY INCOME.—

(1) IN cErERAL.—Paragraph (1) of section
904(d) (relating to separate application of
section with respect to certain categories of
income) is amended by striking 'Sand" at the
end of subparagraph (H). by redesignating
subparagraph (I) as subparagraph (J), and by
inserting after subparagraph (H) the follow-
ing new subparagraph:

'(1) imported property income, and".
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(2) IMPORTED PROPERTY INCOME DEFIPED.—

Paragraph (2) of section 904(d) is amended by
redesignating subparagraphs (H) and (I) as
subparagraphs (I) and (J), respectively, and
by inserting after subparagraph (C) the fol-
lowing new subparagraph:

(H) IMPORmD PROPERTY INCOME—The
term imported property income' means any
income received or accrued by any person
which is of a kind which would be imported
property income (as defined in section
954(h))'

(3) LOOK-THRU RULES TO APPLY—Subpara-
graph (F) of section 904(d)(3) is amended by
striking 'or (E)" and inserting '(E). or (H).

(d) TECHNICAL AMENDMENTS.—
(1) Clause (iii) of section 952(c)(I)(B) (relat-

ing to certain prior year deficits may be
taken into account) is amended by inserting
the following subclause after subclause (II)
(and by redesignating the following
subclauses accordingly):

'(III) imported property income,".
(2) Paragraph (5) of section 954(b) (relating

to deductions to be taken into account) is
amended by striking 'and the foreign base
company oil related income" and inserting
'the foreign base company oil related in-
come, and the imported property income".

(e) EFFECTIVE DATE.—
(1) IN CENERAL.—Except as provided in

paragraph (2), the amendments made by this
section shall apply to taxable years of for-
eign corporations beginning after December
31. 1995. and to taxable years of United
States shareholders within which or with
which such taxable years of such foreign cor-
porations end.

(2) SUBSECTION (c).—The amendments made
by subsection (c) shall apply to taxable years
beginning after December 31, 1995.

Mr. DORGAN. This is a very impor-
tant amendment. It is one that aCtu-
ally has previously been passed by the
House of Representatives a few years
ago. My amendment simply ends some-
thing Called deferral' for someone
who Closes their plant in the United
States, moves it to a tax haven Coun-
try. makes the same product and ships
it back to the United States. This is
about movingjobs overseas.

We have had a circumstance in this
country for some while where we say to
somebody. 1f you close your manufac-
turing plant in America. move the jobs
overseas, make the same product. ship
it back to the United States, we will
give you a tax break. Stay here and
you pay income taxes. Move your jobs
overseas and do your manufacturing
Overseas. we will give you a tax
break."

We have lost 3 million manufacturing
jobs during the same time that Singa-
pore has experienced a 46-percent in-
crease in manufacturing jobs. That is
not a coincidence. We give a tax break
for people to ship their jobs overseas.

Let me give you an example of that.
Here is a company that I will not iden-
tify. I will just tell you it makes pants.
a pants company. This company had
280 of its employees apply for trade ad-
justment assistance a few months ago.

What does that mean? It means they
lost their jobs because of overseas com-
petition. The same company. whose
employees now have lost their jobs
here in this country. same company.
describes with its filings what it does.
performs most of its sewing and finish-
ing now offshore in order to keep pro-
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duction Costs low. It means they have
moved theirjobs out of this country.

Then it says in its financial reports.
this same company has undistributed
retained earnings of $21 million. No-
vember 1994. No tax has been paid on
them because the management intends
to indefinitely reinvest them in foreign
countries

What does this mean? It means they
get a tax break. They would have paid
7 million in taxes had they stayed in
this country and manufactured. But,
no, we say to them, "If you move your
operation outside of this country, move
your American jobs elsewhere, give the
jobs to foreigners, shut your plant
down here and move your jobs Over-
seas. we'll give you a tax break."

My legislation is very simple. It says.
end the tax break for people who want
to move their jobs overseas. End the
tax break. It does not make any sense.
No one, in my judgment, can honestly
defend this kind of practice.

Use the money that we develop as a
result of this amendment to reduce the
Federal debt. That is what this amend-
ment is about.

This amendment I offer on behalf of
myself and Senators KENNEDY. REID.
FEINCOLD. and BUMPERS.

I have heard a lot of debate about a
lot of financial issues, but I never
heard anyone in this country who can
defend a part of the Tax Code that
says, 'We will be willing to provide a
tax break if you will only close your
doors to your manufacturing plant in
the U.S.A. and ship the jobs to some
foreign land.'

If we cannot end this sort of thing.
how can we talk to the American peo-
ple about good jobs? Sixty percent of
the families in this country now have
less income than they did 20 years ago.
Why? Because good jobs are moving
overseas. There are a lot of reasons for
that, but at least one of those reasons
is we have an insidious, perverse incen-
tive in our Tax Code to reward those
with a tax break who would move their
jobs Overseas.

This amendment very simply says,
• 'Let's at least stop that. Let's decide
jobs in this country are important. We
want to retain good jobs. good-paying
jobs. manufacturing jobs. Let's stop
the flight of American jobs out of
America." And one way to do that.
among many others, is to decide to
straighten out the Tax Code.

The fact is. President Clinton during
the last campaign talked about this
issue. We have had people on all Sides
of the political aisle talk about it. I
was helpful in getting this passed
through the House of Representatives
in 1987, I believe it was. It subsequently
was dropped. It was subsequently
dropped in conference. This bill had ex-
tensive hearings. I held a hearing on
this bill in the U.S. Senate. So this bill
meets the criteria. We understand what
this is about. This amendment makes
sense. I hope that this amendment will
have the support of Members of the
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Senate. This makes good sense for our
country.

Mr. President, with that I yield the
floor.

Mr. ABRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. I yield such time as

he may need to the Senator from Dela-
ware.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. ROTH. Mr. President, I rise in
opposition to the amendment proposed
by Senator DORCAN. In doing so, let me
say at the beginning, I am not happy
with companies that move abroad to a
tax haven or cheap labor for the pur-
pose of manufacturing products that
are sold back to the United States.
None of us can be happy with the ex-
port of American jobs.

At the same time it is important to
understand that we are in the global
economy and that if we are to provide
well-paying, good jobs for our people, it
is important that we become a vital
force in the global economy that is now
emerging. The United States must be-
come competitive in this global econ-
omy.

My concern with the Dorgan amend-
ment is that in hearings held before
the Finance Committee in the past.
Treasury has testified that this kind of
legislation is very difficult to admin-
ister.

It has been pointed Out, for example,
what do you do in the case of a plant
that sells both to the United States
and to other companies abroad? Obvi-
ously, we want to encourage American
business to compete in foreign mar.
kets, but would that company be enti-
tled to the deferral, or how would you
administer it?

Let me say that it is my intent, upon
the completion of reconciliation, to
look at a number of these important
and complex international trade ques-
tions. We have purposely avoided in
this reconciliation containing any
amendments or provisions dealing with
foreign trade or international matters.
And as I have indicated, one of our rea-
sons for taking this approach is that
this is a matter of extreme complexity,
of greatest importance to our economy
and the creation of jobs in America.
For that reason, we have not, as I said,
included any provisions involving
international trade matters in this leg-
islation. For that reason, the Dorgan
amendment is not appropriate as part
of this legislation.

Again, let me say that it is my intent
as chairman of the Finance Commit-
tee, which has jurisdiction over trade,
that we will be holding a series of hear-
ings dealing with the kind of problems
that are raised by this amendment. But
until we have a better idea of how to
address this problem so that we do not,
in the process of trying to correct one
problem of people fleeing abroad to tax
havens that sell back here, that we do
not hurt those who are going abroad
for a legitimate purpose, to become
competitive in international markets.
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So, for these reasons. I rhust respect-

fully disagree with this amendment. I
yield back any remaining time.

The PRESIDING OFFICER. The Sen-
ator from North Dakota has 30 seconds
remaining

Mr. DORGAN. Mr. President, we do
not need to study this; we need to stop
it. Anybody who thinks that a tax
break for moving American jobs over-
seas is good for this country probably
thinks Elvis is living in a trailer park
in St. Louis.

Nobody I know believes it is good tax
policy to spend $2.2 billion in the next
7 years encouraging companies to shut
their doors here and move their jobs
overseas. What kind of nonsense is
this? If we cannot support an amend-
ment like this, we ought to turn off the
lights and lock the door in this place.

The PRESIDING OFFICER. The time
of the Senator has expired. The Sen-
ator from Michigan has 20 seconds re-
maining.

Mr. ABRAHAM. We yield back the
remaining time.

The PRESIDING OFFICER. Time is
yielded back.

Mr. DORGAN. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.
The PRESIDING OFFICER. The Sen-

ator from Michigan.
Mr. ABRAHAM. At this time, I be-

lieve the next item in order will be the
amendment of the Senator from Texas.

The PRESIDING OFFICER. The Sen-
ator from Texas is recognized.

AMENDMENT NO. 2978
(Purpose: To provide States additional flexi-

bility in providing for Medicaid bene-
ficiaries)
Mr. GRAMM. Mr. President, I send

an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Texas IMr. GRAIui] pro-

poses an amendment numbered 2978.
On page 767, strike all after (2)' on line 6

through ' (4)' on line 16.
Mr. EXON. Mr. President, will the

Senator from Texas yield for one mo-
ment? After the Senator has made his
presentation. I yield 5 minutes to Sen-
ator ROCKEFELLER in opposition to the
amendment.

The PRESIDING OFFICER. The Sen-
ator from Texas is recognized.

Mr. GRAMM, Mr. President, the
whole logic of block granting Medicaid
so that States could run the Medicaid
Program with less money than if we
had kept it as an entitlement is a belief
that States can run the program bet-
ter. In fact, both Democratic and Re-
publican Governors have come to the
national capital and said to us: If you
will let us run Medicaid, we will pro-
vide better health care and we will do
it cheaper and we will share the sav-
ings with you."

On a bipartisan basis, they have sup-
ported our efforts to block grant Med-
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icaid to the States, the logic being that
States are capable of making decisions
about running Medicaid, the logic
being that the Governor and the legis-
lature of the various States love people
who receive benefits from Medicaid in
their State at least as much as we do.
They know those people more inti-
mately than we do, and, obviously,
those people are capable of putting
them out of office directly, whereas
they may not be able to vote against a
Senator from another State.

In the markup in the Finance Com-
mittee before I became a member, an
amendment was added that created a
new entitlement. This is an entitle-
ment imposed upon the States. The en-
titlement basically says that while we
are giving States the ability to run
Medicaid, that we are going to inter-
vene at the Federal level and mandate
that no matter how they structure
their programs they have to provide
three entitlements. Specifically they
are told by us that there are three
groups of people that they must cover.

There are groups that we would not
want to cover: there are groups that
the States would cover. But every Gov-
ernor I know is outraged about this
provision that mandates a State-man-
dated program for pregnant women, for
children under the age of 12, and for
disabled individuals.

The point is this: Not that anyone
wants to deny service to pregnant
women or children under 12 or disabled
people, but who are we in Washington
to decide how the States are going to
run this program? Is it not the ulti-
mate arrogance for Washington to be-
lieve that only we care about pregnant
women, that only we care about chil-
dren under 12, that only we care about
the disabled, and if we let the uncaring
Governors, if we let the uncaring legis-
lators run their program in their State,
they are not going to take care of their
own people?

I totally and absolutely reject this.
This amendment flies in the face of ev-
erything we are trying to do in Medi-
care, everything that my party stands
for, and I think this Big Brother Wash-
ington approach has to end.

I do not believe we are going to strip
this rotten amendment out of this bill,
but I want to have a vote on it. The
whole logic of the Medicaid reform is
we are going to let the local leaders
who know their people best and who
care the most make the decisions. The
idea that we are creating a new entitle-
ment and we are imposing it on the
States, and now in a new provision we
are going to, in essence, let people go
into Federal court and sue the States
on these issues, I think that clearly is
a retreat from what we promised the
States when we gave them less money
to let them run the program, and I re-
serve whatever seconds may remain on
my time.

Mr. ROCKEFELLER. Mr. President,
this amendment should absolutely be
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defeated on both sides. It has this won-
derful kind of a kind-hearted title to it.
It talks about 'flexibility.' The pur-
pose is, of course, to get rid of all of
this. If the Senator wants to have a
vote on getting rid of Medicaid or get-
ting rid of care for pregnant women.
for children under the age of 12. or the
disabled, why does he not suggest that?

We have been through this so many
times before. "Let the States decide
what being disabled means." So then
you have 50 different ideas of what a
disabled person is, and it is complete
chaos. I really do believe this is a coun-
try which has not given up on the idea
that if a child is sick, no matter what
its family's income is, that the child
should get care. If a poor person is ill.
or needs a test because something ts
desperately wrong and nobody knows
what it is, America is the kind of coun-
try where you should be able to get
that test without worrying about
something called 'flexibility.'

I believe that health care is about
giving people the opportunity to grow
up to be what they really want to be.
Health care is an enormous part of
that. This Senator, in what appears to
be a "kind" amendment, but what is
really, in the judgment of this Senator.
a very mean-spirited amendment.
would just get as far away from doing
anything for pregnant women and chil-
dren and the disabled as the Senator
possibly could. It is an amendment
which should be absolutely crushed.

I yield the remainder of my time to
the Senator from Rhode Island.

Mr. CHAFEE. Mr. President, the Sen-
ator from Texas says this is a new enti-
tlement. Let us look at what the
present law is. The present law man-
dates that, in every State of the Na-
tion, the State must provide Medicaid
coverage for every child 5 and under up
to 133 percent of poverty, and for those
over the age of 5, it is up to age 12 and
lower, to 100 percent of poverty: and
that increases it by a year each year so
that by 2002, every child up to the age
of 18 will be mandated coverage. So
this is no new entitlement.

Second, the Senator from Texas says,
'What arrogance for us to say to these

States they must cover children up
through the age of 12, 100 percent of
poverty and below. What right have we
to levy such a mandate on the States?'
What he fails to mention is that we are
sending the States $800 billion over the
next 7 years—not million, but billion,
with a "b."

When you send Out money like that
to the States, it seems to me you are
entitled to ask for something. What do
we ask for? We say they must cover
poor children, 100 percent of poverty.
up through the age of 12. Do we say
what kinds of coverage, what the
health care package is? No. It could be
the most modest package. Indeed, one
aspirin a year could be the health care
package.

So to say this is arrogance, when we
demand that the States cover this lit-
tle group, come on now. I thought this
was being offered with a sense of

time.
Mr. GRAMM. I want to conclude the

debate.
Mr. President, we are reducing fund-

ing for the existing Medicaid Program
by S187 billion. The Governors agreed
to this reduction. But on one basic part
of the agreement, they asked that if we
were going to reduce funding that we
let them run their program, which they
are funding in conjunction with us.

Now what is happening is the Sen-
ator from West Virginia and the Sen-
ator from Rhode Island are saying, OK,
we are giving you less money, but we
are going to tell you how you have to
run this program. As for this talk of
• getting rid of Medicaid"—nobody is
talking about getting rid of Medicaid.
And 'mean spirited' '—I flatly reject
the notion that the Senator from West
Virginia loves the children in Texas or
Rhode Island more than the Governor
of Texas and the Governor of Rhode Is-
land loves the children in their own
States.

The tide of history is moving against
the 'Washington knows best" policies
advanced by the Senator from West
Virginia and the Senator from Rhode
Island, and this provision may stick
today. but its days are numbered. We
have to stop telling the States how to
run programs. in their own jurisdiction.
based on our own arrogance that only
we know best and only we care.

The PRESIDING OFFICER. All time
has expired.

Mr. EXON. I believe, under the agree-
ment. the Senator from Massachusetts,
Senator KERRY is next. I yield to him 5
minutes.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized.

AMENDMENT NO. 2979

(Purpose: To increase the Federal minimum
wage)

Mr. KERRY. Mr. President. I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Massachusetts [Mr.

KERRY for himself and Mr. KENNEDY, pro-
poses an amendment numbered 2979.

At the appropriate place in the bill insert
the following new section:

MINIMUM WAGE.
(a) FINDINGS.—

(I) The federal minimum wage has not
been raised since 1991; and

(2) The value of the minimum wage. after
being adjusted for the bite of inflation, is at
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humor, but I see the Senator is serious its second lowest annual level since 1955.
about this, with purchasing power 26 percent below its

So. Mr. President, I hope this amend average level during the 1970s and 35 percent
ment is resoundingly defeated because below its peak value in 1968. and unless it is
we have to stand for something around increased it will in 1996 have its lowest value

in over 40 years: andthis place. When we send out $800 bil- (3) The value of the minimum wage as alion, we are entitled to ask for some- percentage of the average nonsupervisory
thing on behalf of the States' poor. wage averaged 52.2 percent during the decade

The PRESIDING OFFICER. Who of the 1960s. 45.8 percent during the decade of
yields time? the 1970s. 40.4 percent during the decade of

Mr. ROCKEFELLER. Mr. President, the 1980s, and currently is 37.7 percent: and
what is the time situation? .. (4) The minimum wage earned by a full-

The PRESIDING OFFICER. The Sen- time worker over a year fails to provide suf-
ator from West Virginia has 23 seconds. ficient income for a family of three to pro-
The Senator from Texas has 48 seconds. vide that family a standard of living even

Mr ROCKEFELLER. I yield back my reaching the national poverty level, and, in
fact, provides an income that equals only 70
percent of the federal poverty level for a
family of three: and

(5) There are 4.7 million Americans who
usually work full-time but who are, never-
theless, in poverty, and 4.2 million families
live in poverty despite having one or more
members in the labor force for at least half
the year: and

(6) Nearly two-thirds of minimum wage
workers are adults, and 60 percent are
women; and

"(7) The decline in the value of the mini-
mum wage since 1979 has contributed to
Americans' growing income disparity and to
the fact that 97 percent of the growth in
household income has accrued to the
wealthiest 20 percent of Americans during
this period; and

'(8) The effects of the minimum wage are
not felt only among the lowest income work-
ers and families but also are felt in many
middle-income families: and

(9) The preponderance of evidence from
economic studies of the effects of increases
in federal and state minimum wages (includ-
ing studies of state minimum wage increases
in California and New Jersey) at the end of
the 1980s and in the early 1990s suggests that
the negative employment effects of such in-
creases were slight to nonexistent: and

(10) Legislation to raise the minimum
wage to $5.15 an hour was introduced on Feb-
ruary 14. 1995, but has not been debated by
the Senate—

'Now, therefore, it is the sense of the Sen-
ate that the Senate should debate and vote
on whether to raise the minimum wage be-
fore the end of the first session of the104th
Congress.'

Mr. KERRY. I yield myself 3 min-
utes, Mr. President. I emphasize that
this is a sense of the Senate. No. 1; and.
No. 2, it does not set a specific figure at
this time, though many of us would
like to.

It simply says that the Senate will
go on record as being prepared to de-
bate and vote on the raising of the
minimum wage, which was introduced
last February, that we will vote on it
before the end of this first session.

Why is that important, Mr. Presi-
dent? Well, from 1979 until 1995. 79 per-
cent of the increase in household in-
come in America has gone to the top 20
percent—the 20 percent wealthiest
Americans. The minimum wage which,
during the 1960's, was at about 52 per-
cent of the nonsupervisory wage. and
during the 1970's was at about 45 per-
cent. and during the 1980s was at about
40 percent. is today at 37 percent of the
nonsupervisory wage.

That means. Mr. President. that for
those two-thirds of the people on the
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minimum wage who are adults—60 per-
cent women—they are working at 70
percent of poverty level in this country
today—70 percent of poverty level.
Now, the whole theory of this country
for years was based on the notion that
we would value work, and if people
went to work they would be able to
break Out of poverty. During the 1960's
and 1970's, we respected that by keep-
ing the minimum wage commensurate
with the poverty level.

But ever since 1991. where we only
caught up to a small percentage of the
decrease of the prior 9 years, when
there was no increase, we have had an-
other 13 percent decline in the value of
the purchasing power of the wage. So
the wage. today, has a 26-percent pur-
chasing power of what it had pre-
viously. and it is about to be at a 40-
year low. In over 40 years. by 1996. if we
do not change the minimum wage. it
will never have been so low.

Mr. President, if you are going to be
pro-family, if you are going to be pro-
work, if you are going to be pro-com-
munity. you have to respect the notion
that somebody ought to be able to take
home a decent wage for an hours work
and for a. week's work. The fact is. Mr.
President, that under the current con-
straints, it is impossible for people to
be able to do that, and we must go on
record as really being pro-family, in an
effort to try help them. I yield 1½ min-
utes to the senior Senator from Massa-
chusetts.

Mr. KENNEDY. Mr. President. Ijoin
with my colleague in urging the Senate
to accept the sense-of-the-Senate reso-
lution. Members can wonder why this
is appropriate. Included in the legisla-
tion is the earned income tax credit.
which is a program to try to provide
some relief for the working poor. That
program helps to provide assistance,
particularly with heads of households
who have children.

The minimum wage is for those fami-
lies that do not have many children.
The minimum wage provides the great-
est advantage for the single heads of
household.

This amendment is prochildren be-
cause 70 percent of those that work
full-time have children in their fami-
lies. This amendment is for women.
working women, because 60 percent of
all minimum wage earners are working
women.

This is for full-time workers. Mr.
President. Sixty-six percent of all min-
imum wage recipients are full-time
workers.

Once again. if we care about children.
if we care about working women, if we
care about making work pay in Amer-
ica. we will support this amendment.

Mr. KERRY. I reserve the remainder
of my time.

The PRESIDING OFFICER. The Sen-
ator from New Mexico has 5 minutes
remaining and the Senator from Mas-
sachusetts has '/z minute.

Mr. DOMENICI. I yield back my
time.

Mr. KERRY. The minimum wage
worker today will earn $8,500 for full-
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time work. The poverty line is $12,500.
Every economist, conservatives and
liberals alike—at Harvard, and Fried-
man, say you have to have a combina-
tion of the earned income tax credit
and the minimum wage to truly permit
people to break out of poverty.

We can do this, as every study shows,
without losing jobs—in fact. as New
Jersey showed, creating further em-
ployment.

I hope my colleagues will go on
record as being willing simply to de-
bate and vote on this issue.

Mr. KENNEDY. Will the Senator
from New Mexico in his typical gra-
cious and wonderful way be willing to
give me 15 seconds?

Mr. DOMENICI. As the evening
passes. I am getting less and less gra-
cious.

I ask Senator KERRY of Massachu-
setts. did he mention a great economist
from the University of Chicago in his
wrap-up?

Mr. KERRY. I did not mean to. I
meant to mention the one from Har-
vard.

Mr. DOMENICI. It was not Friedman
from Chicago?

Mr. KERRY. No.
Mr. DOMENICI. Because he does not

think this works at all. He thinks this
makes for more people—I do not have
any time left and we will get on with a
vote.

Mr. KERRY. There are 101 econo-
mists and 3 Nobel laureates, and 7 past
presidents of the Economic Association
who endorse this increase.

I ask for the yeas and nays.
The PRESIDING OFFICER. Is there a

sufficient second?
Ther? is a sufficient second.
The yeas and nays were ordered.

AMENDMENT NO. Z980

(Purpose: To make technical amendments to
title V)

Mr. DOMENICI. Mr. President I have
an amendment on behalf of the Energy
Committee, for Senator MURKOwSKI,
the chairman, and Senator JOHNSTON.
the ranking member. It is a technical
amendment that will correct the rec-
onciliation statute that the Energy
Committee passed. I believe it is ac-
ceptable.

I send the amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The legislative clerk read as follows:
The Senator from New Mexico IMr. DOMEN.

id] for Mr. MURK0wSKI, for himself. and Mr.
JOF-IN5TON proposes an amendment numbered
2980.

Mr. DOMENICI. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
(1) On page 304, line 20. delete 'follows:'

and insert in lieu thereof follows (except
that all amounts in excess of $20,000,000 in
fiscal year 2003 and all amounts in fiscal year
2004 shall not be available for obligation
until fiscal year 2006):".

(2) On page 361, line 7. delete "thereafter."
and insert in lieu thereof' thereafter, except
for fiscal years 2003 and 2004.'.
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Mr. DOMENICI. Am I correct, I say

to the whip, is this acceptable?
Mr. FORD. I do not know. I have not

seen it. Apparently. the Budget Com-
mittee ranking member is willing to
accept it.

Mr. EXON. We have no objection. I
agree to accept the amendment.

Mr. DOMENICI. I yield back my
time.

Mr. EXON. I yield back.
The PRESIDING OFFICER. All time

is yielded back.
Mr. DOMENICI. Is it appropriate

under the unanimous consent that we
adopt this amendment, or must we
hold it?

The PRESIDING OFFICER. If there
is a unanimous consent agreement to
adopt the amendment, that may be
done.

Mr. FORD. Mr. President, we should
keep it going. It is the ninth amend-
ment.

Mr. DOMENICI. We will put it in the
sequence in this particular position.

Mr. EXON. According to my list we
have Senator KENNEDY next.

Mr. DOMENICI. We have one amend-
ment remaining.

I want to state to the distinguished
ranking member. Senator EXON, the
majority leader requests that we do
some of your amendments, giving us
additional time. They are not yet fin-
ished in terms of drafting. It must be
one with at least 5 minutes on a side.

Could you proceed to the Kennedy-
Wellstone-Pryor and reserve our one
remaining?

Mr. EXON. That sounds reasonable.
Mr. DOMENICI. If we come in per-

haps after 30 minutes and are ready, we
could intervene.

Mr. EXON. I see nothing wrong with
that. We can move on to the Kennedy
amendment, the next amendment on
my list. I yield 5 minutes to Senator
KENNEDY.

AMENDMENT NO. 2981

(Purpose: To strike the provision allowing
the transfer of excess pension assets)

Mr. KENNEDY. I send to the desk an
amendment on behalf of myself and the
Senator from Kansas. Senator KASSE-
BAUM, and ask for its immediate con-
sideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Massachusetts lMr. KEN-

NEDY]. for himself and Mrs. KASSEBAUM. pro-
poses an amendment numbered 2981.

Strike section 12807.
Mr. KENNEDY. Mr. President. I yield

myself 2½ minutes.
Mr. President. this proposal allows

corporations to remove money from
pension plans and use it for
nonretirement purposes. That particu-
lar proposal is included in the Repub-
lican measure that is now before the
U.S. Senate.

The Republican budget, therefore.
hits older Americans not once but
twice. The Medicare cuts are an Out-
rage and so is the raid on workers' pen-
sions. No one can claim they are saving
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the pension system. The pension sys-
tem is not broken. We have no right to
give away $20 billion of pension funds
that do not belong to us and do not be-
long to the Federal Government.

The $20 billion that the Republican
budget gives away belongs to workers
and retirees who have given up wages
to have that money contributed to
their pensions. The bill is an invitation
to corporate raiders and greedy execu-
tives to loot the pension plans of their
workers and retirees.

What looks like overfunding today
can be underfunding tomorrow. The
Senator from Kansas, Senator KASSE-
BAUM. put it well several years ago
when she said. "If stocks and bonds
drop in value, as they will at some
point, these surpluses could evaporate
like the morning mist."

The history of the Pension Benefit
Guaranty Corporation over the past 20
years makes it clear that todays welL!-
funded company can become tomor-
row's massive pension bankruptcy.

Congress should be worried about
plan underfunding, not how to give
away surplus assets that have been
built up for retirees. The danger of un-
derfunded plans is what Congress ought
to be addressing.

We passed the Pension Protection
Act last year to strengthen pension
funding. It makes no sense to turn
around a year later and weaken pen-
sion funds in a way that puts both re-
tirees and taxpayers at risk.

This issue presents a stark choice
about who we represent here in the
Senate. Which side are we on? Are we
on the side of the workers and retirees
who struggle to find some economic se-
curity in their old age? Or on the side
of the wheeler dealers, corporate raid-
ers. and the super rich? I want the Sen-
ators to say no to this raid on retirees
and defeat this unconscionable attack
on the pension funds.

Mrs. KASSEBAUM, Mr. President, I
want to take a few moments this after-
noon to discuss a provision in the rec-
onciliation package that has attracted
relatively little attention to this point.

As many of my colleagues know, the
House reconciliation bill includes a
measure designed to generate approxi-
mately $10 billion in tax revenue by
doing away with penalties Congress im-
posed in 1990 on pension fund withdraw-
als. The House proposal generally al-
lows companies to take money from
pension plans that are more than 125
percent funded and use those funds for
any purpose, without informing their
workers,

In response to a wave of corporate
takeovers and pension raids in the
1980's. Congress in 1990 imposed an 50-
percent excise tax on pension fund re-
versions, except in limited cir-
cumstances. The idea was to make it
costly for companies to take assets
from their pension plans. And, in fact.
the raids on assets ceased almost en-
tirely. Before this change. however.
about $20 billion was siphoned from
pension funds in just a few years. many
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pension plans were terminated, and The PRESIDING OFFICER. The Sen-
thousands of workers saw their pen- ator has 3 minutes remaining.
sions replaced by risky annuities that Mr. KENNEDY. I yield 2 minutes to
provided lower benefits. the Senator from Florida.

The reconciliation package before us Mr. GRAHAM. Mr. President. I ask
includes a pension reversion measure unanimous consent to be listed as an
that is similar to the House proposal. original cosponsor of the amendment.
Under the Senate bill, excess pension The PRESIDING OFFICER. Without
assets could be wihdrawn—with little objection, it is so ordered.
or no penalty—to fund active and re- Mr. GRAHAM. In an earlier debate I
tiree health benefits, underfunded pen- mentioned this is legislation filled
sion plans. disability benefits, child with risk. We have now identified an-
care, and educational assistance plans. other one of those areas of risk. Have

Mr. President. this represents a sig- we forgotten so soon? It was just a
nificant change in pension policy, matter of a few years ago when we

I understand that there are approxi- were having pension plans across
mately 22.000 pension plans covering 11 America fail because they were under-
million workers and 2 million retirees funded.
that have assets in excess of 125 per- In many cases, they failed because
cent of current liability, and that the they had been used by corporate raid-
Joint Committee on Taxation esti- ers as a means of financing mergers
mates that the pension reversion provi- and acquisitions which then destroyed
sions contained in both the House and the jobs of the very people for whom
Senate bills could result in the re- the pension fund was intended to pro-
moval of tens of billions of dollars in tect.
assets from these plans. I cannot believe in 1995 we are about

Therefore. while the Senate proposal to not only make it easier but. I am
clearly is more limited than the House going to suggest, positively encourage
proposal. I nevertheless must oppose it. this type of behavior. Why would we
I understand there will be an amend- encourage this behavior? If a chief fi-
ment to strike this provision that will nancial officer of a corporation failed
be offered by the ranking member of to take advantage of this program, he
the Senate Labor and Human Re- or she ought to be fired for corporate
sources Committee. Senator KENNEDY. malfeasance.
I want to make clear to my colleagues Here is what we are about to do. We
that I intend to support that amend- allow a corporation in profitable years
ment. to overfund their pension. to put in

The Senate Committee on Labor and more than is required in order to meet
Human Resources, which I chair, that year's annual pension amount.
shares jurisdiction over the Employee Then, when the corporation in a busi-
Retirement Income Security Act ness cycle has a not-so-good year. we
IERISAI with the Committee on Fi- are allowing them to reach in and
nance. In the past. the Labor Commit- withdraw those funds.
tee has taken an active role in pension What is the significance to the U.S.
security and pension reversion issues. Treasury? They take a full deduction
In fact, the provision reported by the when they put the money in the pen-
Finance Committee contains modifica- sion. They pay no taxes when they take
tion to title I of ERISA. which clearly it Out, because they had planned to
fall within the Labor Committee's ju- take it Out in a year in which they owe
risdiction. no taxes.

Yet the Labor Committee did not This is an outrage Mr. President. It
consider the pension provisions con- is a disgrace that it is part of this leg-
tamed in the legislation before us. And islation. It has no part in a bill which
neither the Finance Committee nor the is intended to balance the budget. to
Labor Committee has held hearings to balance the budget of the Federal Gov-
consider modifications of this nature in ernment off the security and hard work
the pension reversion area. of working men and women who depend

Mr. President. as I said, the Senate on these funds for their well-being, and
proposal clearly is more limited than to turn it over to corporate raiders.
the House proposal. I also believe that I urge adoption of this amendment.
there may be valid reasons to revisit Mr. MOYNIHAN. Mr. President. the
the pension reversion penalties that Republicans' revenue recommendations
were imposed in 1990. contain a slew of tax breaks for busi-

However, given the actions that led nesses that do not belong in a deficit
to the imposition of the excise tax. I reduction bill. One of the most egre-
strongly believe that any modifications gious of these special tax breaks is a
in this area should be given full corisid- provision on corporate pension traris-
eration by the committees of jurisdic- fers that would allow employers to
tion and that we should weigh heavily take billions of dollars in excess assets
the genuine possibility of adverse con- from pension plans to the extent of
sequences to plan participants, the their costs for other employee bene-
Federal pension insurance program. fits—such as health care for active em-
and the national savings rate that may ployees—without paying the current-
result from a change in pension policy law excise tax. The proposal opens the
of this magnitude. door for up to $47 billion to be removed

Therefore, I intend to support the from the pension system, thereby en-
KENNEDY amendment and I urge my dangering workers' retirement security
colleagues to do the same. and increasing the risk to the Pension
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Benefit Guaranty Corporation [PBGC)
and U.S. taxpayers.

The Republicans have included this
provision among a small group of so-
called corporate welfare reforms that
raise revenue through restrictions on
tax rules under which the affected com-
panies currently operate. The pension
transfer proposal. however, is hardly a
reform: rather, it is a conspicuous cor-
porate welfare program of its own. The
proposal merely frees workers pension
funds to be used for general corporate
purposes, such as executive bonuses or
extra shareholder dividends.

Earlier this year, the Finance Com-
mittee devoted several weeks to hear-
ings on how to increase our Nation's
savings rate. We found that the savings
rate is terribly low, and that the high
rate of consumption was hurting the
economy. Yet, the Finance Committee
has now recommended to the Senate a
provision that both weakens the retire-
ment security of employees and re-
moves assets from a key source of sav-
ings—employees' pension funds.

Despite Republican assertions to the
contrary, the proposal poses a serious
threat to the security of the affected
pension plans. First, the pension trans-
fer proposal generally would measure
excess assets using a standard that is
easily manipulated and thus, I believe.
inappropriate for this purpose. Under
the provision, a pension plan would be
considered to have excess assets, eligi-
ble to be withdrawn, to the extent its
assets exceed 125 percent of the plan's
current liability. Under this standard.
the employer is free to use a range of
interest rate and mortality assump-
tions, and need not account for the ef-
fect of early retirement or contingent
events such as plant shutdowns. Thus,
an employer can choose favorable actu-
arial assumptions to minimize the
plan's liabilities and maximize the ex-
cess assets it is entitled to withdraw
from the retirement plan under the
proposal. Consequently, the cushion
provided by the proposal cannot ensure
that adequate funds remain to fulfill
the amount of the employees' accrued
benefits.

The laxity of this standard is dem-
onstrated in PBGC's analysis of several
large plans. PBGC's analysis of 10 large
plans revealed that a transfer in ac-
cordance with the provision in the bill
could leave those plans with less than
90 percent of the funds needed to pay
benefits on termination. PBGC would
be expected to pay the difference, up to
the guaranteed level.

Moreover, the current liability stand-
ard is highly susceptible to shifts in
the stock or bond market. The stock
market is currently at an all-time
high; any subsequent drop in the mar-
ket could have a significant adverse ef-
fect on a plan's asset values. thereby
causing a plan that currently has ex-
cess assets under the proposal to be-
come underfunded. Thus, a more sub-
stantial cushion is necessary than that
provided by the proposal to protect
against future market shifts.
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The Republicans note that the stand-

ard used in this proposal is the same
standard enacted for pension transfers
for retiree health benefits in the 1994
Uruguay Round Agreements Act
[GATTI. However, the two provisions
are vastly different in scope. The po-
tential transfers allowable under this
proposal would dwarf the amount of
transfers allowable for use in meeting
retiree health costs under GATT. Care
was also taken in GATT—unlike in the
Republican proposal—to create a pro-
tective firewall that is. a maintenance
of effort requirement. Thus, the pro-
posal will increase considerably the
risk of loss to the PBGC.

Finally, by exempting employers
from the current law excise tax, the
proposal encourages employers to use
pension plans as tax-sheltered cor-
porate piggy banks. Under current law,
if an employer terminates its plan and
takes a reversion, an excise tax of 50
percent of the reversion applies. One
purpose of the excise tax is to recap-
ture the tax benefit the employer en-
joys from earnings that have grown
tax-free on the contributions to the
pension plan. In 1990. GAO found that
an excise tax of between 17 percent and
59 percent was necessary—depending on
the plan population and the underlying
investments—for the Federal Govern-
ment to recapture the tax benefit to
employers when assets in a pension
plan are withdrawn by the employer. In
addition. the proposal removes the de-
terrent effect of the excise tax on plan
terminations: An employer can first
take the excess assets and subse-
quently terminate the plan. thus avoid-
ing the excise tax because there would
be no additional assets left to revert to
the employer as a result of the termi-
nation.

Yet. employers under the commit-
tee's proposal are exempted from the
excise tax. and are merely required to
include the amount taken into income.
Any company with a net operating loss
carryover can offset the income from
the pension transfer with its accumu-
lated net operating losses. Thus, the
tax paid by employers on a reversion
under this proposal could be zero.
Moreover. under this proposal, an em-
ployer can easily terminate its plan
after draining it of excess assets, thus
avoiding the termination excise tax al-
together.

Senate Republicans argue that the
use of the pension transfers under the
proposal is restricted to meeting the
costs of other qualified employee bene-
fits—primarily health benefits for ac-
tive employees. Make no mistake: This
requirement is merely cosmetic. The
proposal allows employees' pensions to
be siphoned off for general corporate
use. Nearly all employers who would
take advantage of this proposal already
provide health benefits to their em-
ployees. Thus, using these excess assets
for existing health benefits merely
frees up funds they would have spent
anyway. to be used in turn for execu-
tive bonuses. extra shareholder divi-
dends, or the like.
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In light of all these defects. I believe

the proposal is fundamentally flawed
as a matter of retirement and tax pol-
icy. and strongly urge my colleagues to
support my amendment.

The PRESIDING OFFICER. Who
yields time? The Senator from Massa-
chusetts has ½ minute remaining.

The Senator from New Mexico.
Mr. DOMENICI. I yield our 5 minutes

to the distinguished chairman of the
Finance Committee. Mr. ROTH.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. ROTH. Mr. President. excess pen-
sion assets do not belong to employees.
The reason for this is that under a de-
fined benefit pension plan, the em-
ployer promises to pay an employee a
fixed monthly retirement benefit,
Under current law, after these benefits
are fully funded the employer can take
Out excess assets upon plan termi-
nation.

Excess pension asset transfers will
not reduce or jeopardize workers' pen-
sions. Only the most overfunded pen-
sion plans will be allowed to transfer
excess pension assets. According to a
former chief actuary of the PBGC, only
1 percent of plans covered by the PBGC
terminate in a given year without suf-
ficient assets. And after the passage of
the stringent funding rules in last
year's GATT legislation, it is reason-
able to expect the incidence of plan
failures will decrease in the future.

The proposal also contained several
provisions designed to guard against
plan underfunding. First, employers
are required to keep a substantial
cushion of excess pension assets in the
plan. And I point Out this is the same
measure that President Clinton pro-
posed for retiree health transfers in the
Retirement Protection Act of 1994.

The other side has attacked this pro-
posal. But is it not interesting that
their own President proposed the same
measure that is contained in the legis-
lation before us tonight.

The minimum cushion is 125 percent
of plan liabilities. and in many cases
the cushion is as high as 150 percent of
plan liability. In fact, a national actu-
ary firm prepared a study that con-
cluded that more than 70 percent of the
overfunded plans will be subject to a
cushion greater than 125 percent of
plan liability. At these funding levels.
the pension plan will always be at the
full funding limit.

In fact, plans at the full funding
limit are not permitted to make new
contributions to the pension plan. Plan
trustees are required to use a plan
asset valuation method that results in
the largest asset cushion. And. to
guard against fluctuations in interest
rates and stock market values, the pro-
posal requires plan trustees to use Jan-
uary 1, 1995, or the most recent valu-
ation date before the transfer, which-
ever results in the largest asset cush-
ion.

Employers must use the excess assets
to fund ERISA-protected employee
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benefit plans that cover a broad group
of employees. That is a most important
point that must and should be under'-
stood. Employers can only take Out the
excess assets to fund other ERISA-pro-
tected employee benefits that cover a
broad group of employees. That is just
common sense. And the plans that can
be funded with excess assets are lim-
ited to—and let me spell them out-—
other retirement plans of the em-
ployer. including underfunded retire-
ment plans: active and retiree health
plans; child care: disability: and edu-
cational assistance.

This is a good plan. and, for that rea-
son, I must oppose amendment of Sen-
ator KENNEDY.

Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. Senator

KENNEDY.
Mr. KENNEDY. I yield the final 30

seconds to the Senator from Vermont.
Mr. President. I ask unanimous con-

sent that Senators JEFFORDS, MOY-
NIHAN. BINGAMAN. EXON. WELLSTONE,
SIMON. and GRAHAM be added as cospon-
sors.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. JEFFORDS. Mr. President, I rise
in vigorous support of removing these
provisions in this bill because we are
dealing here with a very serious prob-
lem of pension plans. This will result in
tens of billions of dollars being with-
drawn from employee pension plans at
a time when we are in absolute need of
improving our pension capacity. It is
done without any hearings. It is a mat-
ter that is within the jurisdiction of
our committee. We would want des-
perately to make sure that what things
are done are done correctly and appro-
priately.

I vigorously oppose the provisions
that are in the bill and support the
strike amendment.

The PRESIDING OFFICER. All time
has expired.

Mr. KENNEDY. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. the next

Senator on the list is the distinguished
Senator from Minnesota, Senator
WELLSTONE. I yield him 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized for 5
minutes.

AMENDMENT NO. 2982

(Purpose: To scale back corporate welfare in
the tax code by eliminating the deduction
for intangible drilling and development
costs for oil. gas. and geo-thermal wells, by
eliminating the corporate minimum tax
provisions, by eliminating the foreign
earned income exclusion, and by eliminat-
ing the section 936 possession tax credit.
and use the savings for deficit reduction)
Mr. WELLSTONE. Mr. President. I

send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.
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The bill clerk read as follows:
The Senator from Minnesota Mr.

WELLsT0NE) proposes an amendment num
bered 2982.

Mr. WELLSTONE. Mr. President. I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of chapter I of subtitle I of title

XII. insert:
SEC. . REPEAL OF EXPENSING OF INTANGIBLE

DRILLING COSTS.
(a) FINDINC5.—The Senate finds that—
(I) this legislation. as reported by the Sen-

ate Committee on the Budget on October 23.
1995, significantly reduces funding for medi-
care and medicaid. student loans, food
stamps, and other federal efforts critical to
working families across the country. in order
to pay for tax breaks to benefit primarily
wealthy corporations and others:

(2) this legislation will significantly in-
crease the tax burden on an estimated 17
million working families, by modifying the
earned income tax credit, which has enjoyed
longstanding bipartisan support:

(3) the Congressional Joint Tax Committee
has estimated that tax expenditures cost the
United States Treasury over $420 billion an-
nually. and they estimate that amount will
grow by $60 billion to over $480 billion annu-
ally by 1999:

(4) Congress should reduce the federal
budget deficit in a way that is responsible.
and that requires shared sacrifice by elimi-
nating many of the special interest tax
breaks and loopholes that have been embed-
ded in the tax code for decades, making the
tax system fairer, flatter and simpler:

(5) eliminating special interest tax breaks
would enable Congress to do real tax reform.
making the system fairer and more simple
by flattening the current tax rate structure
and eventually providing real tax relief for
working families:

(6) the savings generated by eliminating
these special tax breaks immediately can be
used to reduce the deficit,

(b) ELIMINATION OF DEDUCTION FOR CERTAIN
INTANGIBLE DRiLLING ANI) DEVELOPMENT
CoSTS—Section 263 (relating to capital ex-
penditures) is amended—

(1) by adding at the end of subsection (c)
the following new sentence: 'This subsection
shall not apply to costs paid or incurred in
taxable years beginning after December 31,
1995.". and

(2) by striking subsection (i).
(c) EFFECTIVE DATE—The amendments

made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31. 1995.

(d) REVENUE LocK Box.—
(I) AMOUNT OF DEFIcIT REDUCTION—Effec-

tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount.

(2) REDUCTION OF DEFIcIT—On November 20

of each year. the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

On page 1550. beginning with line 13. strike
chapter 3 of subtitle B of title XII. and in-
sert:
SEC. 12161, REVENUE LOCK BOX.

(1) AMOUNT OF DEFIcIT REDUCTION.-'--Effec-
tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
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striking section 12161 and section 12162 as
contained in the Balanced Budget Reconcili-
ation Act of 1995 as reported by the Senate
Committee on the Budget on October 23.
1995. in the fiscal year beginning in the year
of the estimate and notify the President and
Congress of the amount,

(2) REDUCTION OF DEFIcIT—On November 20
of'each year, the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

At the end of chapter 8 of subtitle I of title
XII. insert the following:
SEC. . ELIMINATION OF EXCLUSION FOR FOR-

EIGN EARNED INCOME.

(a) IN GENERAL—Subsection (a) of section
911 (relating to citizens or residents of the
United States living abroad) is amended by
striking "subtitle," and all that follows and
inserting "subtitle—

-, (I) for any taxable year beginning before
January I, 1996, the foreign earned income of
such individual, and

'(2) for any taxable year. the housing cost
amount of such individual."

(b) EFFECTIVE DATE—The amendment
made by this section shall apply to taxable
years beginning after December 31. 1996.

(c) REVENUE LOCK Box.—
(1) AMOUNT OF DEFIcIT REOUCTION.—Effec-

tive in 1997 and not later than November 15
of each year, the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount.

(2) REDUCTION OF DEFIcIT—On November 20
of each year, the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

Strike section 12805 and insert:
SEC. 12805. TERJ4INATION OF PUERTO RICO AND

POSSESSION TAX CREDIT.

(a) REPEAL—Section 936 is amended by
adding at the end the following new sub-
section:

(J) TERMINATION—This section shall not
apply to any taxable year beginning after
December 31. 1995."

(c) REVENUE LOCK BOX.—
(1) AMOUNT OF DEFIcIT REDUCTION—Effec-

tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount,

(2) REDUCTION OF DEFIcIT—On November 20

of each year. the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (I) to retire debt obligations of
the United States.

Mr. WELLSTONE. Mr. President.
this amendment scales back corporate
welfare in the Tax Code by eliminating
several loopholes, including the deduc-
tion for intangible drilling and devel-
opment costs for oil, gas, and geo-
thermal wells, the corporate minimum
tax provisions, the foreign earned in-
come exclusion, and section 936, the
possession tax credit, It locks all of the
savings away to be used for deficit re-
duction—and only for this purpose.

The savings from these amendments,
all to go for deficit reduction, range be-
tween $60 and $70 billion, depending on
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whose estimates you use. I do not have
time to go through each of these cor-
porate welfare provisions, but let me
simply say that over and over and over
again this week we have been talking
about basic fairness, and that closing
these loopholes is an attempt to make
the Tax Code fairer.

I will tell you right now, as people in
the country look at this deficit reduc-
tion bill, they know that it is based
upon the path of least political resist-
ance. They know that it is dispropor-
tionately working families and middle-
income people and low- and moderate-
income people who have been targeted.

Mr. President. I do not know one citi-
zen in Minnesota, or in any of our
States, if the truth be told, who would
not agree with the proposition that we
ought to close some of these loopholes.
And by closing some of these loopholes,
with these benefits going primarily to
large companies that do not need the
benefits, that have not been asked to
tighten their belts, instead of allowing
these to continue we would have more
money to slash the deficit further, to
invest in law enforcement, in edu-
cation, in children, in health care, in
transportation. in child care, in child
nutrition programs.

It is a matter of priorities. Donald
Barlett and James Steele won a Pul-
itzer for their book here, "America:
What Went Wrong?' They are two real-
ly fine investigative reporters for the
Philadelphia Inquirer. And in the sec-
tion of the book "America: Who really
Pays the Taxes?" they have an inter-
esting paragraph:

For over 30 years, Members of Congress
and Presidents. Democrats and Republicans
alike, have enacted one tax after another to
create two separate and distinct systems,
one for the rich and powerful called the priv-
ileged persons tax law, and another for ev-
eryone else called the common person's tax
law.

Mr. President, this amendment will
move us back toward a Tax Code that
treats people fairly. It is time for some
basic fairness, and that is the meaning
of this amendment.

I reserve the rest of my time.
The PRESIDING OFFICER. The Sen-

ator has 2½ minutes remaining.
Who yields time? The Senator from

New Mexico.
Mr. DOMENICI. Mr. President, it

sounds good to talk about getting rid
of depreciation and intangible drilling
costs for the oil and gas industry in the
United States until you understand
that most of these go to independent
producers. those who really find the di-
minishing supply of both oil and gas in
America. These are not exceptional de-
preciation allowances. They are not
some gift. They are absolutely nec-
essary unless we want to make a deci-
sion that America's own oil and gas
production should disappear and we
should not have any.

We are importing oil now, about half
of our needs, and that is growing. And
speak of losing jobs and losing growth.
This industry that we would now try to
take away the last, the last thing they
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have that might give them a chance to
survive, succeed, employ people and
produce oil, has already lost 250.000
jobs since the oil slump began.

We fought Desert Storm, and make
no bones about it, because oil is pre-
cious to the United States, because it
is a commodity without which our
American economy for now and the
foreseeable future cannot work.

Now, why would we come to the floor
in a balanced budget activity and de-
cide that we are going to take away
what will keep the little industry we
have left for producing oil and gas and
the men and women who work in it.
produce it and make a living? To me. it
seems absolutely absurd. It seems kind
of like backward economics to go Out
there and pluck this industry, perhaps
because there is none in some States.
or perhaps people think when oil and
gas is mentioned it is Exxon or that it
is Mobil—nothing wrong with them,
but obviously in the United States, the
principal people working and producing
oil and gas are independent producers.
They are finding most of the new oil.
They are operating most of the rigs out
there now. And I might just say, at this
particular time we have the lowest rig
count since we started keeping records.
That means that even with these al-
lowances we are hardly keeping pace
with producing any new oil in Ameri-
ca's oil patch.

Now. Mr. President, Senator NICKLES
wants to speak about a minute or so on
this, and if the Senator would permit
me, I will reserve the remainder of my
time and let the Senator complete his
with the hope that Senator NICKLES
will arrive.

Mr. WELLSTONE. Mr. President, I
will just take a minute and then wait
to respond later, if I could.

The PRESIDING OFFICER. The Sen-
ator from Minnesota has 2'Iz minutes.

Mr. WELLSTONE. First of all. Mr.
President, we have on the part of my
colleagues on the other side of the aisle
a proposal for exporting more oil now
from the North Alaska slopes, at the
very time we are saying we are worried
about our own supply. That is already
contained in this bill.

Second, this is typical of what hap-
pens when we try to scale back cor-
porate welfare and close tax loopholes.
Every time you take on a powerful in-
terest like this as opposed to regular
people, opponents claim that the sky is
going to fall in. It is not true that this
change would spell the demise of the
oil and gas industry. Just like other in-
dustries and other businesses, they
should be made to capitalize their
costs, to write off their costs over a
longer period of time—the life of the
asset. This is a special exemption, just
for one industry. That is what is going
on here. And this is why people do not
trust this process. Every time it is a
powerful interest whose benefits are
under fire, we hear all sorts of reasons
why they cannot be asked to tighten
their belts. But, boy, when it comes to
Medicare, when it comes to education,
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when it comes to children, belt-tight-
ening is all the rage. This amendment
basically says, let us have a standard
when it comes to some deficit reduc-
tion. Let us have standard of fairness.

I will reserve the rest of my time.
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. I regret to tell my

friend, Senator WELLSTONE, that aver-
age people use oil. Without oil for
America. average people suffer. Medi-
care suffers. Hospitals close.

Does anyone recall when we were in
the small embargo situation with Iran
and the cars were piled up at our gaso-
line stations? They were even shooting
each other in the excitement of trying
to get up there and see if they could
get some gasoline in their cars.

All the gasoline comes from oil. Why
should we stop producing oil in the
United States, take away the tax de-
ductions that are legitimate that they
have? They are just as legitimate as
everybody else's deduction. They are
not a gratuity or a gift. So it might be
nice to say, let us take out after this
industry, but it is amazing when this
industry does not produce the very peo-
ple who Senator WELLSTONE is so wor-
ried about are the ones who suffer be-
cause everybody suffers. Our standard
of living suffers. Inflation goes ramp-
ant. And I do not want to take that
chance.

I reserve the remainder of my time.
Mr. WELLSTONE. Mr. President,

how much time do I have remaining?
The PRESIDING OFFICER (Mr. STE-

VENS). The Senator has 1 minute, 40
seconds.

Mr. WELLSTONE. I will take 30 sec-
onds on this.

I remind my colleague that alto-
gether this particular exemption is
only about $2.5 billion over the next 5
years. This is a whole package, worth
tens of billions, that says. let us close
these tax loopholes. People in the
country want us to.

Second. Mr. President. in all due re-
spect to my good friend from New Mex-
ico, this is exactly the line we so often
hear: the sky is falling in. No one is
talking about eliminating the oil in-
dustry. Nobody is talking about not
having oil business. We are just saying,
how about closing these tax loopholes
so that when companies do not pay
and——

The PRESIDING OFFICER. The Sen-
ator's 30 seconds have expired.

Mr. WELLSTONE. I thought the
Chair said I had 1 minute. 45 seconds.

The PRESIDING OFFICER. I am
sorry. The Chair thought the Senator
meant to notify him when 30 seconds
expired.

Mr. WELLSTONE. I am sorry. Let
me finish very briefly and reserve the
remainder of my time.

Other people pay more.
I reserve the remainder of my time.
The PRESIDING OFFICER. Who

yields time?
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Mr. WELLSTONE. How much time is

on the other side. Mr. President?
The PRESIDING OFFICER. One

minute.
Mr. DOMENICI. I yield 1 minute to

Senator NICKLES.
The PRESIDING OFFICER. Senator

NICKLES has 1 minute and 5 seconds.
Mr. NICKLES. Mr. President. I urge

my colleagues to oppose this amend-
ment. I just heard about it. I under-
stand he says. well, we want to take
away this advantage. IDC. Really, what
my colleague is saying is. you should
not be able to deduct ordinary out-of-
pocket. nonrecoverable business ex-
penses. That is ludicrous. It should not
happen. He happens to be wrong on
that issue.

I think I heard my colleague say that
he wanted to eliminate the 936 benefit
that goes towards Puerto Rico. We do
that in this bill. We do it in the bill
over 7 years and over 6 years. There are
two different ways you count that ben-
efit. We phase it Out over 6 or 7 years.
I think it is a responsible provision. I
guess he wants to do it immediately,
but you have a lot of firms that have
made investments. I think that would
be very inappropriate.

My colleague may call it corporate
welfare. but again I think this commit-
tee has taken some very responsible ac-
tion in allowing people to deduct their
out-of-pocket. nonrecoverable business
expenses as should be allowed and
phasing Out the tax benefit that was di-
rected towards Puerto Rico.

So I would urge the Senate to oppose
my colleagues amendment.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator has 1 minute.
Mr. WELLSTONE. Mr. President,

facts are stubborn things. It is a fact
that IDC's are a special exemption.
With my amendment, you could still in
this industry capitalize your costs, de-
preciate them over a longer period of
time, just like with most other indus-
tries.

This is just a special exemption that
most other businesses do not get. We
have been talking about the tax rate in
Puerto Rico. In 1993. I wanted to phase
it Out, even though I was sympathetic
to concerns that doing so suddenly
would be unfair. That didn't happen.
And now, we have 7 to 10 more years
provided for in this bill. My amend-
ment says that by 1997 we have to
eliminate it.

My amendment says. colleagues. that
we have to make tough choices. Barlett
and Steele have it right. What do you
have? One persons tax code is called
the privileged persons tax law." and
for everyone else. call it the common
person's tax law It is time we under-
stand: regular people pay more because
these loopholes allow often very profit-
able companies—some of the largest
and most powerful companies in the
country—are paying less.

This is revenue that the Government
does not collect. We ought to have defi-
cit reduction here. This is between $60
billion to $70 billion of deficit reduc-
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tion based on a standard of fairness. We
would have more for education, more
for children, more for health care,

more for law enforcement.
This is a perfect example of whether

or not we will be willing to vote for
people we represent or whether or not
we are too beholden to powerful special
interests. That is what this amend-
ment speaks to.

I ask unanimous consent that copies
of my prepared statements on each of
the four loopholes, elaborating on my
policy rationale for closing them, be
included in the RECORD before the vote.
Mr. EXON. Mr. President. is all time

expired?
The PRESIDING OFFICER. All time

is expired.
Mr. EXON. Mr. President. the good

news is that according to my record—
and I believe my colleague will agree—
we have three amendments left in this
tier 2 category: Pryor. Conrad and
Roth. in that order.

Is that the Senators understanding?
Mr. DOMENICI. Finance Commit-

tee—Roth. We have been calling it Fi-
nance Committee." Yes.
Mr. EXON. Pryor, Conrad. Roth—Fi-

nance Committee.
Mr. WELLSTONE. Would the Senator

from Nebraska yield for a moment, a
split second?

Mr. EXON. Yes.
Mr. WELLSTONE. I ask unanimous

consent that Senator FEINGOLD be in-
cluded as an original cosponsor of my
amendment.
The PRESIDING OFFICER. Without

objection, it is so ordered.

Mr. EXON. I now recognize Senator
PRYOR from Arkansas for his amend-
ment and yield him the 5 minutes.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Could I yield myself

5 minutes and have an exchange with
the Senator, a conversation that our
leader asked me to have, if the Senator
would?

Mr. EXON. Certainly.
Mr. DOMENICI. We have 17 amend-

ments that are completed.
The PRESIDING OFFICER. The Sen-

ator from New Mexico has no time.
Mr. DOMENICI. Please?
The PRESIDING OFFICER. I am in-

formed the Senator from New Mexico
has no time.

Mr. DOMENICI. Where is the time.
all on the Democrat side?

Could the Senator yield me 4 minutes
to engage in this conversation?

Mr. EXON. I will.
Mr. DOMENICI. I say to the Senator.

Senator DOLE has suggested, since we
have 17 amendments to vote on now.
we would like to vote on them to-
night—that will put us well beyond 12
o'clock. and we will vote on them all—
that we put over two amendments
until morning, and that be the Pryor
amendment and what the Senator has
heretofore called the Roth amendment.
And we would not change anything
about those amendments in terms of
votes—S minutes of debate, and every-
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thing else—but they would be two that
we would not lay down tonight.

We would go ahead and put CONRAD's
in. if you would like, and that would
leave two amendments for tomorrow.
And then we could use this evening to
see what the remaining lists of amend-
ments are. We have 2 hours or 3 hours
that we are going to be down here. The
Senators side and ours could put to-
gether the list which would follow after
the end of our second tier, which is the
goal. The Roth——

Mr. EXON. I would have to check on
it. Could we put in a brief quorum call
and see if—this surprises me. I do not
know whether there is objection to it
or not.

I know Senator PRYOR is ready to go.
Could we put in a quorum call for a few
minutes?

Mr. FORD. Would the Senator yield
for one moment? We have another
amendment.

Mr. DOMENICI. Yes.
Mr. FORD. You talked about the

Pryor amendment. We have the Simon-
Conrad amendment that is also men-
tioned. The Senator says take that one
tonight and have Pryor tomorrow?

Mr. DOMENICI. I called it Conrad. I
am sorry.

Mr. FORD. I do not believe Senator
PRYOR is going to be willing to move
his away from tonight.

Mr. EXON. Wait a minute. How many
amendments? We have Pryor, Conrad.
Roth. Is it Conrad-Simon? All right.
We have three amendments; right.

Mr. DOMENICI. We call it Conrad: he
calls it Simon.

Mr. EXON. All right.
Mr. NICKLES. One wears a bow tie.
Mr. EXON. I suggest the absence of a

quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The bill clerk proceeded to call the

roll.
Mr. DOMENICI. Mr. President. I ask

unanimous consent that further pro-
ceedings under the quorum call be dis-
pensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. DOMENICI. Mr. President. I un-
derstand they have two amendments
on their side. We will hold our Roth
amendment until morning. So we will
proceed with theirs at this point.

Mr. EXON. Mr. President. I thank the
chairman of the committee.

I now recognize Senator PRyOR, as I
did previously, and have awarded him
the 5 minutes on our side.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is recognized for S
minutes.

Mr. PRYOR. Thank you. Mr. Presi-
dent. I thank the Chair for recognizing
me.

AMENDMENT NO. 2983

(Purpose: To provide for the continuation of
requirements for nursing faci1ties in the
Medicaid Program)
Mr. PRYOR. Mr. President. in this

2.000-page piece of legislation, the
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budget reconciliation bill of 1995. we
would think that just about everything
under the sun would have been thought
of and included in this to consume
some 2,000 pages.

But what we did not include in this
reconciliation bill is something very.
very vital, Mr. President. because
those are the nursing home standards
that we have had enacted since 1987.
and if we fail to reenact those same
nursing home standards on the Federal
level, we will be failing to protect a
very, very fragile and vulnerable asset.
which is the elderly population of this
country, some 2 million now residing in
these American nursing homes.

Mr. President, I send the amendment
to the desk. I send it to the desk on be-
half of myself and Senator COHEN of
Maine.

The PRESIDING OFFICER. The
clerk will report.

Mr. PRYOR. I have several cospon-
sors. I will not read all of those at this
time. It will consume too much time.

The bill clerk read as follows:
The Senator from Arkansas tMr. PRYORJ.

for himself, Mr. CoHEN, Mrs. BOXER. Mr.
BUMPERS, Mr. CoNRAD, Mr. DODD. Mr.
FEINGOLD, Mr. HARKIN, Mr. INOUYE, Mr. KEN-
NEDY, Mr. LAUrENBERC. Mr. LEA1-r'. Mr.
LEVIN, Mr. LIEBERMAN. Ms. MIKULSKI. Mrs.
MURRAY. Mr. ROCKEFELLER. Mr. SIMON. Mr.
WELLST0NE. and Mr. KOHL proposes an
amendment numbered 2983.

Mr. PRYOR. I ask unanimous con-
sent that further reading of the amend-
ment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
Beginning on page 889, line 21. strike all

through page 897. line 19, and insert the fol-
lowing:
'SEC. 2137. QUALITY ASSURANCE 5TANDARD5

FOR NURSING FACILITIES.
The provisions of section 1919, as in effect

on the day before the date of the enactment
of this title, shall apply to nursing facilities
which furnish services under the State plan.

Mr. PRYOR. Mr. President, since we
enacted OBRA 1987, we have seen a dra-
matic change in the care of the nursing
home patients in our country. For ex-
ample, we have seen a 38 percent de-
cline in the number of physical re-
straints. Since the enactment of the
OBRA 1987 nursing home regulations.
which was, I might say. a bipartisan ef-
fort—the late John Heinz, former Sen-
ator Durenberger, former Senator
George Mitchell, former Senator Jack
Danforth from Missouri—we have seen
a dramatic advance in all of the things
that make the quality of care in nurs-
ing homes better: for example, in resi-
dent outcomes, a 50 percent increase in
the number of dehydration cases that
we have solved, and no longer do we
find many of these patients dehy-
drated.

We see also just a characteristic of
the nursing home population, Mr.
President. And how are we going to af-
ford to look them in the eye and say
that we failed to adopt any Federal
standards in the budget reconciliation
bill and we are going to say to the 77
percent of those who need help dress-
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ing, to the 63 percent who need help in
toileting, the 91 percent who need help
bathing, We are sorry. you can just
make it on your own. We are doing
away with all Federal standards. We
are going to leave it to the States"?

But. Mr. President, the reason we
have Federal standards today as a re-
sult of OBRA 87 is because the States
were not meeting their obligation and
their challenge.

Mr. President, I know that there are
two or three of my colleagues who
want to speak. I know that Senator
ROCKEFELLER wants 30 seconds. I yield
30 seconds to Senator ROCKEFELLER.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for 30 seconds.

Mr. ROCKEFELLER. I thank the
Presiding Officer and the Senator from
Arkansas. If there was a sense upon my
colleagues of nervousness just before
Senator PRYOR offered his amend-
ment—there was a lot of huddling—in
the sense of what was going to happen,
my colleagues noticed correctly. I
think that there was an effort to try
and not have a vote on this tonight, be-
cause this is one of the most important
amendments that we will vote on in
this entire, somewhat bizarre process.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. PRYOR. I yield 30 seconds to the
Senator from Florida.

The PRESIDING OFFICER. The Sen-
ator from Florida is recognized.

Mr. GRAHAM. Mr. President, I ask
unanimous consent to be listed as an
original cosponsor of the amendment. I
point out that the arguments against
this amendment are going to be that
we ought to let the States have unbri-
dled responsibility, discretion as to
how to set these standards.

I should point out that in the year
2002 in my State, which has the highest
percentage of persons over 80 in the
country, that we are going to have 35
percent less funds than is currently
projected to meet the needs of our el-
derly. our frail elderly.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. GRAHAM. If there is any pre-
scription for abuse. it is a 35-percent
cut in funds and no Federal standards.

The PRESIDING OFFICER. The Sen-
ator's time has expired. Without objec-
tion. the Senator's request is granted.

Mr. PRYOR. Mr. President, I yield 20
seconds to the Senator from Maryland,
Senator MIKULSKJ.

The PRESIDING OFFICER. The Sen-
ator from Maryland is recognized.

Ms. MIKULSKI. Mr. President, my
father was in a nursing home for 3
years. He had Alzheimer's. We could go
and visit him and make sure he was
OK. But one of the things we need to
know is when people are in a nursing
home. they are often too sick to care
for themselves or they are too sick to
say how they are being cared for. If we
do not have Federal standards around
safety and staffing to be sure that
our—

The PRESIDING OFFICER. The Sen-
ators time has expired.
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Mr. PRYOR. Mr. President, I am

looking for Senator COHEN. our cospon-
sor on the other side. I do not see him.

The PRESIDING OFFICER. The Sen-
ator has 30 seconds.

Mr. PRYOR. If Senator MJKULSKJ
needs an additional 20 seconds. I will be
glad to yield to her.

Ms. MIKULSKI. Mr. President. the
idea of safety is absolutely crucial.
that we need adequate staff, but we
need to have those standards so that if
anyone is too sick to say how they are
being cared for, we know that we are
preventing their abuse, we know that
they are receiving the right medica-
tion, we know that they are being ade-
quately cared for.

The PRESIDING OFFICER. The Sen-
ator's time has expired. The Senator
has 10 seconds left.

Mr. PRYOR. Mr. President. I want to
conclude by thanking the distinguished
Senator from Maine, Senator COHEN.
for not only being a cosponsor, but also
having labored for many years in this
particular field. He supports strongly
this amendment. I also would like—

The PRESIDING OFFICER. Thank
you. The Senator's time has expired.

Mr. PRYOR. Mr. President, I also
would like to acknowledge Senator
BOXER of California who has truly spo-
ken on many occasions and feels com-
passionate about this amendment.

Mr. DOMENICI. Mr. President. Sen-
ator CHAFEE is going to explain where
we are. Let me just suggest, at Senator
COHEN'S suggestion, Senator CHAFEE,
and others, the so-called Finance Com-
mittee amendment, which you are
going to have an evening to look at,
will have everything in it Senator
COHEN wants and even further improve-
ments than the one before us. So I do
not want anyone to think we have done
that after we defeat your amendment
tonight, because it is in there and you
all will see it when we get it circulated.

The PRESIDING OFFICER, The Sen-
ator from Rhode Island.

Mr. CHAFEE. Mr. President, I com-
mend the Senator from Arkansas for
his efforts in cormection with the nurs-
ing home standards and, indeed, he and
I have worked together in the Finance
Committee. I voted with him in con-
nection with his amendment, which
was defeated 10 to 10.

Since then, in conjunction with Sen-
ator COHEN and others on this side, we
have prevailed upon what you might
call the managers of the bill to put in
a very good Federal nursing home
standard provision. As regards nursing
homes, there are two provisions in here
that I think are superior to the provi-
sion that Senator PRYOR has, although
I am not intimately familiar with ev-
erything that he has.

One, in the provision that we have,
we remove the costly and duplicative
requirement that standards perform so-
called preadmission scre'ening and an-
nual resident review. which is known
by the acronym of PASARR, and that
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would not be included and it is my un-
derstanding that this is a rather good
provision.

Second. we have a proposal that if
the States have tighter inspection re-
quirements than the Federal. then the
States can apply to the Secretary of
HHS for a waiver and have those tight-
er provisions included as the inspection
requirements or the standard require-
ments for the nursing homes within
that State.

You might say. Well, how do they
go about enforcing it?" We have a pro-
vision that it can be enforced by HCFA.
So we think that this has a lot of pro-
visions in it that have merit.

I urge those on the other side to take
a look at this provision that is in the
so-called managers amendment.

Mr. ROCKEFELLER. Will the Sen-
ator yield?

The PRESIDING OFFICER. There is
still not quiet in the Chamber. The
Senator is entitled to be heard.

Mr. GRAHAM. Will the Senator from
Rhode Island yield?

Mr. CHAFEE. Quickly. because it is
on my time.

Mr. GRAHAM. I agree with what you
just said. I would like to be able to
compare the specifics of what is going
to be offered with what Senator PRYOR
and others have offered. When will we
have that opportunity?

Mr. DOLE. I can respond. I think
that language is ready now. I think we
are working on some other language.
but that language is ready. That is why
we wanted to wait until the morning so
we can compare that.

Mr. GRAHAM. The difficulty is we
are going to get this sometime in the
morning and then be expected to vote
on it. We are going to vote on this
amendment tonight: correct?

Mr. CHAFEE. I think the suggestion
was to put the vote off until the morn-
ing and to give you a chance to look at
this particular provision.

Mr. GRAHAM. The vote on Senator
PRyOR's amendment off until tomor-
row?

Mr. DOLE. Both.
Mr. DOMENICI. Both: we ask for

both.
The PRESIDING OFFICER. The

Chair advises Senators to please go
through the Chair so we keep some
control.

Who seeks time? There is 1 minute 28
seconds left.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. Mr. President, let me in-

dicate that we have addressed this con-
cern, and I think as Senator CHAFEE
pointed out, if we really want to find
the best provision, we ought to com-
pare the two. We may not vote on the
PRYOR amendment tonight. I will de-
cide how many amendments we vote on
this evening. So we will have an oppor-
tunity to look at the language in both.

If you are looking for a political
vote, we can have the political vote.
but if you are looking for the best pro-
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vision—it was worked Out with Senator
COHEN, Senator SNOWE, Senator
CHAFEE. nd others on this side of the
aisle. We think it is a pretty good pro-
vision. So I hope if we are interested in
getting the best provision in the bill,
we will do as Senator DOMENICI sug-
gested: Wait until morning, have a
vote, find out which is the superior
provision, and then vote accordingly.

The PRESIDING OFFICER. The
Chair apologizes. The Chair did not ask
the Senator from Rhode Island if he
would yield to the majority leader.

Mr. CHAFEE. Do I still have control
of the time?

I would have been delighted to have
yielded that time.

The PRESIDING OFFICER. I again
apologize and give back 20 seconds.

Mr. CHAFEE. Was there another
question. or does that satisfy every-
one?

The PRESIDING OFFICER. There
are 18 seconds left to the Senator from
Rhode Island.

Mr. CHAFEE. Mr. President, I ask
Senator COHEN if he wants to say any-
thing?

Mr. COHEN. I believe I will get 2
minutes to speak.

The PRESIDING OFFICER. There is
no time left on the Democratic side.

Mr. EXON. I yield 2 minutes off the
bill to the Senator from Maine.

The PRESIDING OFFICER. The Sen-
ator from Maine is recognized for 2
minutes.

Mr. COHEN. Mr. President, let me
specifically address the issue whether
or not this is a political effort on the
part of my colleague and friend from
Arkansas, Senator PRYOR.

We had a hearing this morning deal-
ing with nursing home standards. I
want to say, for the benefit of all who
are here. I have been working with
Senator DOLE, Senator CHAFEE, Sen-
ator SNOwE, and others, to try to make
sure that the standards that were set
in place by OBRA 1987 go back into
place, that we have Federal standards
and Federal enforcement of the nursing
home rights, as such. Senator DOLE has
been most amenable to that.

I think Senator CHAFEE is correct
that we have actually made some im-
provements in cutting back on some of
the things that do not need to be there,
that are costing money and are dupli-
cative. One issue remaining in my
mind is, in fact, the extension of the
waiver, so-called, to the States that
have higher standards than required by
Federal law. The concern I have is that
if such standards are so high that they
therefore would apply for a waiver.
what in fact would be the role of the
Federal Government as far as oversight
and enforcement? If there will be strict
oversight and enforcement, I would
recommend we support the bill that we
offered as part of the managers' bill. If,
however, that is a major loophole that
would be seen as such by those in the
business itself—the nursing home in-
dustry. providers and consumers—I
would have problems supporting the
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substitute contained in the managers'
bill. I have not seen the language.

I think Senator DOLE is correct. We
ought to put this off until tomorrow so
we can compare the language. If we are
satisfied there will be adequate over-
sight and enforcement authority re-
tained by the Federal Government, I
would recommend to my colleague
from Arkansas that we accept the man-
agers' bill.

Mr. PRYOR. If my friend from Maine
will yield. Mr. President. let me re-
mind my colleagues that in the man-
agers' amendment to be offered by Sen-
ator ROTH tomorrow, the nursing home
provision is only a very, very small
part of it. There is going to be. as I un-
derstand it, a change in the Medicaid
formula, also encompassed in the man-
agers' amendment. This is only a small
section of it.

I think we should go ahead according
to schedule. We have all been here all
day, playing by the rules. Let us vote
for the Pryor amendment and the
Pryor-Cohen amendment tonight, and
if we need to change it tomorrow, we
can, and we can look at it tomorrow.

The PRESIDING OFFICER. The time
of the Senator has expired. All time on
the amendment has expired.

Mr. PRYOR. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
Mr. EXON. Mr. President, we are

down to the final amendment, as I un-
derstand it. we will be debating to-
night Therefore. I yield the 5 minutes
on our side to Senator SIMON for his
distribution.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. SIMON. Mr. President. I yield
myself 2 minutes.

AMENDMENT NO. 2984

(Purpose: In the nature of a substitute)
Mr. SIMON. Mr. President, I send an

amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Illinois [Mr. SIMON], for
himself and Mr. CONRAD. proposes an amend-
ment numbered 2984.

Mr. SIMON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today's RECORD under Amend-
ments Submitted.")

Mr. SIMON. Mr. President. this is the
amendment you have read about in the
Washington Post when it says a Good
Budget Compromise." This is the
amendment the New York Times has
editorialized about. This says balance
the budget. number one. And we have a
comprehensive program to do that.
Number two, we eliminate the tax cut.
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Senator SPECTER said, If you would
have a secret vote, 20 Republican Sen-
ators would not vote for the tax cut.

To say we are going to balance the
budget, and then start with a tax cut.
is like having a New Year's resolution
to diet and start with a great big des-
sert.

Third, we take the CPI and reduce it
by one-half of 1 percent. At the Fi-
nance Committee meeting. Senator
DOLE said, in talking about looking at
the CPI, This is something we should
have addressed years ago." This is still
below what the special economist said
should be a drop of between 0.7 to 2
points.

Third. we help the less fortunate in
our society. Instead of a savings of $270
billion in Medicare, it is $168 billion.
Instead of $187 billion in Medicaid, it is
$83 billion. Welfare reform—there is $36
billion more for poor people. Discre-
tionary spending, $79 billion more. Vet-
erans programs are assisted. Agri-
culture programs are assisted. Student
loan programs are helped.

This is a balanced program that
makes sense and it balances the budget
in a prudent way. I hope we can move
in this direction.

I reserve the remainder of my time.
The PRESIDING OFFICER. Who

yields time?
Mr. SIMON. I yield 2 minutes to the

Senator from North Dakota, Mr. Presi-
dent.

Mr. CONRAD. I thank the Senator
from Illinois. This is an amendment for
those who disagree with cutting taxes
by $245 billion at the very time we are
adding $1.8 trillion to the national
debt. This is the amendment for those
who are concerned that the Medicare
and Medicaid cuts are too severe. This
is the amendment for those who oppose
cuts in education. This is the amend-
ment for those who want welfare to be
work-oriented but protect the children.
This is the amendment for those who
are concerned about the raid on rural
America contained in the underlying
bill. This is the amendment for those
who recognize that CPI overstates the
cost of living. The advisory commis-
sion to the Finance Committee said it
is overstated by .7 to 2.0. That means
adding $600 billion to the national debt
over the next 7 years.

Mr. President, I hope my colleagues
will support this amendment to fairly
balance the budget.

The PRESIDING OFFICER. Who
yields time?

Mr. DOMENICI. How much time do I
have on the amendment, and how much
time do they have?

The PRESIDING OFFICER. The Sen-
ator from New Mexico has 5 minutes:
the minority has 1 minute 50 seconds.

Mr. DOMENICI. Mr. President. let me
remind Senators of a couple of things.
First of all, the Consumer Price Index
provides $115 billion of the money need-
ed to balance their budget. In addition.
Medicare is getting cut, or hit, or re-
formed $168 billion. So we are doing
both Medicare and CPI. And then,
third, and equally as important, the
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fiscal dividend that is not supposed to
be there until you are in balance—that
is how we thought it worked, that you
get to balance and you get a fiscal divi-
dend—they take the $170 billion fiscal
dividend. before in balance, and put it
in their balanced budget.

The PRESIDING OFFICER. The
Chair cannot hear the Senator.

Mr. DOMENICI. I am pleased that the
Chair is concerned, and I thank him. I
want to close by saying that I really do
not believe this is the kind of budget
we want to adopt here tonight. I think
if anybody had a real chance to look
through it and go into detail, they
would agree with the Senator from
New Mexico.

I want to go through the three. You
get $115 billion by changing the CPI by
.5. I was wondering a little while ago—
my friends on the Democrat side were
concerned because we ,had not given
them our amendments. Most are one
page. We just got this one now, in case
anybody wonders, which is all right. I
am not complaining. It is just that we
do not know very much about it. These
few little facts are about the best I can
do.

Mr. FORD. Now you know how we
feel when we have 2,000 pages.

Mr. DOMENICI. I think you got those
pursuant to the rules. They were before
you all. This was presented right here.
tonight, to us. I do not want to take
any more time. I will yield the remain-
der of my time.

Mr. SIMON. Mr. President, I yield 50
seconds to my colleague from Virginia.

Mr. ROBB. Mr. President. I thank my
colleague and friend from Illinois. I
will not make a full statement at this
time. I will put one in the RECORD. Suf-
fice it to say—I say this to my good
friends on the other side of the aisle—
this is where we ought to be going.
This is a tough, fair, principled budget
that reflects the kind of distribution
that we ought to be looking toward if
we are going to come up with a reason-
able solution to the fiscal challenges
that are facing the country today, and
it does it without a $245 billion tax cut
that we simply cannot afford and
should not be giving under the cir-
cumstances.

I am pleased to join my fiscally re-
sponsible colleagues in offering an al-
ternative that I think meets the test
that this country is looking for us to
meet.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. SIMON. I yield myself the re-
mainder of the time.

In terms of the fiscal dividends that
Senator DOMENICI is talking about, we
balance the budget also, so we have the
same savings on interest.

In terms of the size of this—and I rec-
ognize this is not going to pass to-
night—but I think this may be the
basis for a compromise that we may
move toward. I think there is a lot of
common sense in this.

In terms of the CPI, it is less than
was recommended to the Finance Com-
mittee by the economic experts, and
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what it means for a person who is in
the median on Social Security getting
$770, it would be a reduction of $3.85 for
which that person gets more help on
Medicare and Medicaid.

I think seniors would welcome this
proposal.

Mr. DOMENICI. I yielded back my
time, but I ask unanimous consent to
retrieve 1 minute of it to yield to Sen-
ator NICKLES.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. NICKLES. Mr. President, I thank
my colleague from New Mexico. I join
him in opposition to this amendment.

Although I compliment the sponsors
of the amendment for saying we should
use an accurate CPI, they do not go as
far as that that was proposed by a
group of economists that said we
should use from 0.7 percent even and
maybe above 1 percent. Whatever the
percent is, it should be accurate, and
most estimates are that 0.5 percent.
which would save something like $115
billion, is on the low side. So I com-
pliment them for doing that.

I rise in opposition to their proposal
because they want to spend $245 billion
more so we do not tax more. I would
like to give taxpayers a break for $245
billion and reduce spending to pay for
it. That is the difference between the
two.

I compliment them for a very signifi-
cant element of this package and hope
that ultimately we will use accurate
CPI reflection in all of our cost-of-liv-
ing adjustments.

Mr. DOLE. Mr. President. as I under-
stand, all the amendments have been
offered that will be offered this evening
in tier 2. The committee amendment
will be offered tomorrow morning.

I now ask unanimous consent that
the votes scheduled to begin now be
limited to 8 minutes after the first roll-
call vote, with 1 minute for expla-
nation between each vote to be equally
divided in the usual form.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOLE. Let me persuade my col-
leagues we will have about 18 votes
here. If we all stay in the Chamber we
will probably save 20 or 30 minutes.
There are not many places to go at 9:30
at night around here. They can watch
the ball game right off the floor. Hope-
fully we will accommodate one an-
other by being here.

The first vote will be the normal 15
minutes plus 5 to give people time to
come back from wherever they want to
come back from.

The PRESIDING OFFICER. Does the
request include 1 minute before the
first vote?

Mr. DOLE. One minute before each
vote equally divided in the usual form.

We will start tomorrow morning at 9
o'clock, and we hope to have 7½-
minute votes after the first vote, so we
ask all Senators to remain in the
Chamber—not overnight but be back
here.
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Mr. DOMENICI. Mr. President, I won-

der if Senator EXON would join in re-
questing from his side what I request
for our side.

We still have a third tier, which are
all the amendments that will not get
debated. We would like to use the
evening now while we are here voting
to have you get as many together so we
know, maybe tonight or early morning.
how many you have. And we have
some. Perhaps we can give the Seri-
ators an idea, then, by midmorning on
how many there are.

Mr. EXON. I advise my colleague we
have been working on that. We were
talking about it a few minutes ago in
the Cloakroom. We do not have a defiri-
itive number. We have made major re-
ductions generally in the area that we
have been indicating to you in our se-
ries of negotiations about where we
think we will end up. I do not know
that I can give a specific number to-
night. I will explore that.

The PRESIDING OFFICER. The first
amendment is numbered 2964 by Sen-
ator MCCAIN and others: 1 minute,
equally divided. Who yields time?

Mr. DOLE. I yield back the time.
The PRESIDING OFFICER. Is all

time yielded back on this amendment?
Does the Senator from Nebraska yield
back the 30 seconds?

Mr. EXON. I yield back my time.
The PRESIDING OFFICER. All time

is yielded back.
Mr. NICKLES. I ask for the yeas and

nays.
The PRESIDING OFFICER. They

have been ordered.
Mr. DOLE. Did we order the yeas and

nays on all the amendments?
The PRESIDING OFFICER. Is there

an objection for all the yeas and nays
to be ordered at one time?

Is there a sufficient second?
There is a sufficient second.
The yeas and nays were ordered on

all amendments that have been debated
so far.

vOTE o AMENDMENT NO.
The PRESIDING OFFICER. The

clerk will call the roll on amendment
No. 2964.

The assistant legislative clerk called
the roll. The result was announced—
yeas 99. nays 0. as follows:

Ro11ca11 Vote No. 507 Leg.]
YEAS—99

Abraham Coverdell Harktn
Akaka Craig Hatch
Ashcroft DAmato Hatfield
Baucus Daschle Heflin
Bennett DeWine Helms
Biden Dodd Hollings
Bingaman Dole Hutchison
Bond Domenici inhofe
Boxer Dorgan lnouye
Bradley Exon Jeffords
Breaux Faircloth Johnston
Brown Feingold Kassebaurri
Bryan Feinstein Kempthorne
Bumpers Ford Kennedy
Burns Frist Kerrey
Byrd Glenn Kerry
Campbell Gorton Kohl
Chafec Graham Kyl
Coats Gramm Lautenberg
Cochran
Cohen

Grams
Grassley

Leahy
Levin

Conrad Gregg Lieberman

to.
AMENDMENT NO. 2965

The PRESIDING OFFICER. Ladies
and gentlemen. the next amendment is
amendment 2965 by Mr. HELMS. 1

minute equally divided.
Mr. ROCKEFELLER. May we have

order.
The PRESIDING OFFICER. There

will be 1 minute equally divided on this
amendment prior to the vote.

The Chair recognizes the Senator
from North Carolina.

This is going to be a long night un-
less we can get quiet after these votes.

Mr. HELMS. Mr. President, I think
this is one of few times when both sides
are in favor of an amendment. It is to
protect the right of senior citizens to
choose their own doctors if they wish.

I think the distinguished manager of
the bill, Mr. DOMENICI. has a clarifica-
tion.

Mr. DOMENICI. I would like to say
for the Republicans, there is a tech-
nical error on the explanation. This
amendment has been modified so that
the language in our Whip Notice—it
says. if you don't comply, they are
not eligible for Medicare reimburse-
ment—is Out of this. It is not in this
amendment. I think the amendment
deserves to be adopted.

Mr. ROCKEFELLER addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President.
this amendment pretends that the Re-
publican budget's destructive plan for
Medicare will preserve the senior citi-
zen's ability to get their care through
fee for service and continue to see his
or her own doctor.

Now, it is fine to pretend. so vote for
the amendment. It is all right. It is not
going to do any harm. Make no mis-
take. There is no guarantee of any-
thing in the Helms amendment for sen-
iors and their future ability to see
their own doctor.

Mr. HELMS. Mr. President. I ask for
the yeas and nays.

The PRESIDING OFFICER. The yeas
and nays have been ordered on every
amendment.

Mr. DOLE. Mr. President. this will be
an 8-minute vote.

The PRESIDING OFFICER. This is
an 8-minute vote.

Mr. DOLE. This is the test. If we all
stay here, we may finish.

The PRESIDING OFFICER. All time
has expired. The question is on agree-
ing to the amendment. The yeas and
nays have been ordered. The clerk will
call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER (Mr.

SANTORUM). Are there any other Sen-

Ashcroft
Bennett
Bingaman
Bond
Bryan
Chafee
Coats

So the
agreed to.

Mr. HELMS. I move to reconsider the
vote.

Mr. FORD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2969

The PRESIDING OFFICER. The
question occurs on agreeing to amend-
ment No. 2969 offered by the Senator
from Colorado [Mr. BROWN]. The yeas
and nays are ordered.

There will be 1 minute equally di-
vided on the question.

Who yields time?
Mr. DOLE. The time is running.
The PRESIDING OFFICER. Time is

running. Who wants to claim the 30
seconds on each side?

Mr. BROWN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Colorado [Mr. BROWN] is rec-
ognized for 26 seconds.

Mr. BROWN. The measure that is be-
fore the Senate takes a 1993 limitation
on business' ability to deduct salaries
in excess of $1 million and applies it,
not to just publicly traded corpora-
tions to which it applies to now, it ap-
plies it to nonpublicly traded organiza-
tions and other business. It is a fair-
ness question. It is grandfathered for
any existing contracts, but I might say
the money that is raised goes to reduce
the Social Security earnings penalty.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. EXON. I yield back our 30 sec-
onds.
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Lott
Lugar
Mack
McCain
McConnell
Mikulski
Mose)ey.Braun
Moynihan
Murkowski
Murray
Nickles

Nunn
PeLl
Presser
Pryor
Reid
Robb
Rockefeller
Roth
santorum
5rbanes
she'by
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5mon
simpson
5mith
snowe
specter
stevens
Thomas
Thompson
Thu rmond
Warner
Wellstone

ators in the Chamber who desire to
vote?

The result was announced—yeas 79.
nays 20, as follows:

The amendment (No. 2964) was agreed

Abraham
Akaka
Baucus
Biden
Boxer
Bradley
Breaux
Brown
Bumpers
Burns
Byrd
Campbell
Cochran
Cohen
Conrad
Coverdell
Craig
DAmato
DeWine
Dote
Domenici
Dorgan
Exon
Faircloth
Feingold
Feinstein
Ford

[RolIcall Vote No. 508 Leg.]
YEAS—79

Frist McConnell
Glenn Mikulski
Graham Moseley.Braun
Gramm Moynihan
Grassley Murkowski
Harkin Murray
Hatch Nickles
Heflin Nunn
Helms

PdHollings
PresslerHutchison

inhofe Pryor

lnouye Robb
RockefellerJohnston

Kassebaum Roth
Kempthorne Santorum
Kennedy sarbanes
Kerrey shelby
Kerry 5imon
Kohl 5mith
Kyl snowe
Lautenbcrg specter
Leahy stevens
Levin Thurmond
Lott Warner
Lugar Welistone
McCain

NAYS—20
Daschle Lieberman
Dodd Mack
Gorton Reid
Grams simpson
Gregg Thomas
Hatfield Thompson
Jeffords

amendment (No. 2965) was
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The PRESIDING OFFICER. The

question is on agreeing to amendment
No. 2969.

The yeas and nays have been ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 99,
nays 0. as follows:

IRoilcall Vote No. 509 Leg.]
YEAS—99

Abraham Feingold
Akaka Feinstein
Ashcroft Ford
Baucus Frist
Bennett Glenn
Biden Gorton
Bingaman Graham
Bond Grarnm
Boxer Grams
Bradley Grassley
Breaux Gregg
Brown Harkin
Bryan Hatch
Bumpers Hatfield
Burns Heflin
Byrd Helms
Campbell Hollings
Chafee Hutchison
Coats Inhofe
Cochran Inouve
Cohen Jeffords
Conrad Johnston
Coverdell Kassebaum
Craig Kempthorne
DAmato Kennedy
Daschle Kerrey
DeWinc Kerry
Dodd Kohl
Dole Kyl
Domenici Lautenber
Dorgan Leahy
Exon Levin
Faircioth Lieberman

So, the amendment
agreed to.

Mr. BROWN. Mr. President. I move
to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE. Mr. President. let me ob-
serve that, Out of the three votes, we
have had two unanimous votes. Maybe
some could be done by voice vote. It
would save some time. Otherwise, we
are going to stay on the eight-minute
schedule, and I urge my colleagues to
stay on the premises.

AMENDMENT NO. 2970

The PRESIDING OFFICER. The
pending question is amendment No.
2970.

Mr. EXON. I yield 30 seconds to the
Senator from Iowa.

Mr. HARKIN. Mr. President, this
amendment is the fraud, waste, and
abuse amendment. It saves $600 mil-
lion. by CBO's estimate, more than the
underlying amendment. This is a cul-
mination of 5 years of hearings.

All of the things in this amendment
were recommended by the Inspector
General's office and by GAO. It saves
more than $600 million. In sum, all I

can tell you is what this does. It says
that when the Veterans Administra-
tion pays 4 cents for a bandage and
Medicare pays 86 cents, something is

wrong. Let us pay the same thing as
the Veterans Administration. That is
what this amendment does.
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Mr. DOMENICI. Mr. President. Specter

yield to Senator COHEN. Stevens

Mr. COHEN. Mr. President. the anti-
fraud provision in the Finance Com-
mittee measure has been the product of
over 3 years of effort on my part. I
have had to work with Justice. FBI,
the White House. providers, consumers.
and they support the provision as writ-
ten.

In addition to that, there is a dele-
tion under my bill which would allow
the criminal fines imposed under the
violation to go back into the Medicare
trust fund. That is deleted under the
Senator's amendment.

I urge that we reject this amendment
for a variety of reasons but. most of
all, because it would make a last-
minute change over something that is
accepted by virtually everybody.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President. the
pending amendment is not germane to
the provisions of the reconciliation bill
pursuant to section 305(b)(2). I raise a
point of order against the pending
amendment.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
consideration of the pending amend-
ment, and I ask for the yeas and nays
on the motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays are ordered, and

the clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 43.
nays 56. as follows:

ERolicall Vote No. 510 Leg.]
YEAS—43

Ford
Glenn
Graham
Hark in
Heflin
Inouye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautcnberg
Leahy
Levin
Lieberman

NAYS—56
Dote
Domenici
Faircioth
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hatried
Helms
Hollings
Hutchison
Inhofe
Jeffords
Kassebaum

The PRESIDING OFFICER. On this
vote the ayes are 43. the nays are 56.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion to waive the
Budget Act is rejected. The point of
order is well taken and the amendment
falls.

AMENDMENT NO. 2971

The PRESIDING OFFICER. The next
amendment is amendment No. 2971.
There are 30 seconds on each side for
debate.

Mr. McCAIN. Mr. President. this
amendment removes about $60 billion
worth of corporate pork over a period
of 7 years. It has bipartisan support.

For the information of my col-
leagues. it does not include the auction
of public safety spectrum. Obviously.
that would be exempt from the auction
of spectrum.

Mr. President, I understand the point
of order may be lodged against this
amendment. It makes no sense to lodge
a point of order against an amendment
that would reduce spending, which is
what this legislation is supposed to be
all about.

Mr. EXON. The pending amendment
would add two new matters to the bill
and violate the prohibition of non-
germane amendments. I raise a point of
order that the pending amendment is
therefore not germane and thus vio-
lates section 305(b)(2) of the Congres-
sional Budget Act of 1974.

I yield back the remainder of my
time. I ask for the yeas and nays.

Mr. McCAIN. I move to waive the
point of order and ask for the yeas and
nays.

The PRESIDING OFFICER. The
question is on the motion.

Is there a sufficient second?
There is a sufficient second.

The question is on the motion to
waive the Budget Act.

The clerk will call the roll.
The bill clerk called the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote? The yeas and nays re-
sulted—yeas 25, nays 74, as follows:

[Rolicall Vote No. 511 Leg.)
YEAS—25

Abraham Gramm Lautenberg
Biden Grams McCain
Bradley Grassley Moynihan
Brown Gregg Pell
Coats Hutchison Robb
Cohen Jeffords Roth
Dole Kennedy ThompsonFaircioth Kerry
Feingold Kohl

NAYS—74
Akaka chafee Ford
Ashcroft Cochran Frist
Baucus conrad Glenn
Bennett coverden Gorton
Bingaman craig Graham
Bond D'Amato Harkin
Boxer Daschle Hatch
Breaux DeWine Hatfield
Bryan Dodd Heflin
Bumpers Domenici Helms
Burns Dorgan Hollings
Byrd Exon Inhofe
Campbell Feinstein Inouye
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Thomas Thurmond
Thompson Warner

Lott
Lugar
Mack
McCain
McConnell
Mikulski
Moseley.Braun
Moynihan
Murkowski
Murray
Nickies
Nunn
Pell
Pressler
Pryor
Reid
Robb
Rockefeller
Roth
Santorum
Sarbanes
Shelby
Simon
Simpson
Smith
Snowe
Specter
Stevens
Thomas
Thompson
Thurmond
Warner
Welistone

(No. 2969) was

Akaka
Biden
Bingaman
Boxer
Breaux
Bryan
Bumpers
Byrd
Conrad
Daschle
Dodd
Dorgan
Exon
Feingold
Feinstein

Abraham
Ashcroft
Baucus
Bennett
Bond
Bradley
Brown
Burns
campbell
chafee
coats
cochran
Cohen
Coverdell
craig
DAmato
DeWine

Mikulski
Moseley.Braun
Moynihan
Murray
Nunn
PcI]
Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Wellstone

Kempthorne
Kyl
Lott
Lugar
Mack
McCain
McConnell
Murkowski
Nickles
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Snowe
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Johnston MikuISkL Shelby
Kassebaum MoseIey-Braur Simon
Kempthorne Murkowski Simpson
Kerrey Murray Smith
Kyl Nickles Snowe
Leahy
Levin

Nunn
Pressler

Specter
Stevens

Lieberman
Lott
Lugar
Mack
McConnell

Pryor
Reid
Rockefefler
Santoruni
Sarbanes

Thomas
Thurmond
Warner
Wellstone

The PRESIDING OFFICER. On this
vote, the yeas are 25. the nays are 74.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.

The point of order is well taken and
the amendment falls.

AMENDMENT NO. 2972

The PRESIDING OFFICER. The
question occurs on amendment 2972, of-
fered by the Senator from West Vr-
ginia.

Mr. EXON. I yield 30 seconds to the
Senator from West Virginia.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for 30 seconds.

The Senate will please come to order.
The Senator from West Virginia.
Mr. BYRD. Mr. President, my amend-

ment restores $712 million rescinded by
the bill in 48 States in highway funds.

The PRESIDING OFFICER. The Sen-
ator will suspend. Senators will please
come to order.

Mr. BYRD. Senators will find on
their desks a detailed table which
shows the reductions that were made
in each of the 48 States.

I restore this money by closing a cor-
porate loophole. The corporate loop-
hole is closed by the House by a phase-
out in 4 years; closed by the bill by a
phaseout in 5 years. I say, let us go
with the House. phase out the loophole
in 4 years arid restore $712 million in
highway funds to the 48 States.

The PRESIDING OFFICER. The time
of the Senator has expired. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, for
those who thought the highway diem-
onstration programs were good pro-
grams and all the projects were good
projects. obviously you ought to vote
for this.

They were never spread equally
across the land. They had very signifi-
cant preferential treatment, depending
upon a lot of things. So I think the
committee that decided to do this
acted appropriately, especially since
they applied the savings to a very good
cause.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The yeas and nays have been ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced, yeas 46,
nays 53. as follows:

CONGRESSIONAL RECORD — SENATE
[Rolicall Vote No. 512 Leg.]

YEAS—46
Abraham Ford Moseley.Braun
Akaka Glenn Moynihan
Baucus Harkin Murray
Biden Hatfield PeU
Boxer Heflin Presser
Breaux
Bryan
Bumpers
Byrd
Conrad
Daschle
Dodd
Dorgan
Exon

inouye
Jeffords
Johnston
Kennedy
Kerrey
Kohl
Lautenberg
Leahy
Levin

Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Specter
Stevens

Feingold McConnell Wellstone
Feinstein Mikuiski

NAYS—53
Ashcroft Faircloth Lott
Bennett Frist Lugar
Bingaman Gorton Mack
Bond Graham McCain
Bradley Gramm Murkowski
Brown Grams Nickles
Burns
Campbell
Chafee
Coats
Cochran
Cohen
Coverdell
Craig
D'Amato
DeWine
Dole

Grassley
Gregg
Hatch
Helms
Hollings
Hutchison
Inhofe
Kassebaum
Kempthorne
Kerry
Kyl

Nunn
Roth
Santorum
Shelby
Simpson
Smith
Snowe
Thomas
Thompson
Thurmond

Domenici Lieberman Warner

So, the amendment (No. 2972) was re-
jected.

Mr. DOMENICI. I move to reconsider
the vote.

Mr. DOLE. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2973

The PRESIDING OFFICER. The
question occurs on amendment No. 2973
offered by the Senator from Rhode Is-
land, Senator CHAFEE.

The Senator from Rhode Island is
recognized for 30 seconds.

Mr. CHAFEE. Mr. President. I am
pleased to be joined in this amendment
by Senators CONRAD and FRIST. The
reconciliation bill says States must
cover the disabled but does not define
who is disabled. This amendment
adopts the same definition of 'dis-
abled" as we used in the welfare bill
which we passed——

Mr. HARKIN. Point of order. The
Senate is not in order.

The PRESIDING OFFICER. The Sen-
ator is correct.

The Senate will please come to order.
Those Senators in front of the Chair.
please take your conversations to the
cloakroom.

Mr. CHAFEE. Do I start my 30 sec-
onds over?

The PRESIDING OFFICER. The Sen-
ator has 16 seconds remaining.

Mr. CHAFEE. Well, I will start. This
amendment adopts the same definition
of 'disabled" as we used in the welfare
bill which we passed 87-12. It does not
include substance abuses. That is a
mistake in the little chit that was cir-
culated here. These individuals are at
75 percent of the poverty level or less.
They cannot get health insurance, This
safety net is essential to them if they
are going to stay in the community.
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The PRESIDING OFFICER. Time has

expired.
Mr. EXON. I yield 30 seconds to the

Senator from West Virginia.
Mr. ROCKEFELLER. Mr. President,

two excellent Senators are offering this
amendment and trying to protect the
basic Medicaid coverage for the very
poorest. very oldest and disabled Amer-
icans.

I hope everybody will vote for it. But,
again, you cannot turn a frog into a
prince. The underlying bill would re-
quire 200 such amendments to make it
agreeable. I hope people will support
this.

The PRESIDING OFFICER. The time
has expired.

Mr. DOMENICI. Do we not get to
speak against it. since both sides were
for it? There was no opposition.

Mr. DOLE. I would ask unanimous
consent to proceed for 30 seconds.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The majority leader.
Mr. DOLE. This is another infringe-

ment on the Governors. We are going
to turn over these programs, make
them entitlements, and give them
block grants. and make it impossible
for Democrats or Republicans to ad-
minister the program.

We had this argument. We discussed
it long and hard with the Senator from
Rhode Island. I hope we would defeat
this amendment. If you do not have
any faith in your Governor, then vote
the other way.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The question is on agreeing to
amendment No. 2973.

The yeas and nays are ordered. The
clerk will call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 60.
nays 39. as follows:

YEAS—60
Akaka Feinstein Levin
Baucus Ford Lieberman
Biden Frist McConnell
Bingaman Glenn Mikulskl
Boxer Graham Moseley.Braun
Bradiey Gregg Moynihan
Breaux Harkin Murray
Bryan Hatfield Nunn
Bumpers HefUn Pell
Byrd Hollings Pryor
chafee lnouye Reid
Cohen Jeffords Robb
conrad Johnston Rockefefler
Daschlc Kassebaum Sarbanes
DeWine Kennedy Simon
Dodd Kerrey Simpson
Domenici Kerry Snowe
Dorgan Kohl Specter
Exon Lautenberg Stevens
Feingold Leahy Welistone

NAYS—39
Abraham Cochran Crams
Ashcroft coverdell Grassley
Bennett craig Hatch
Bond DAmato Helms
Brown Dole Hutchison
Burns Faircioth Inhofe
campbell Gorton Kempthorne
coats Gramm Kyl



S 15830

So. the amendment (No. 2973) was
agreed to.

Mr. CHAFEE. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. FORD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2963

The PRESIDING OFFICER. The
question recurs on amendment No. 2963
offered by the Senator from Louisiana.

A motion to table is pending on
which the yeas and nays have been or-
dered. Who yields time?

Mr. EXON. I yield 30 seconds to the
Senator from Louisiana.

The PRESIDING OFFICER. The Sen-
ator from Louisiana is recognized for 30
seconds.

Mr. BREAUX. Mr. President, I say to
my colleagues, I urge my Republican
colleagues to vote for this tonight. be-
cause NEWT GINGRICH is going to do it
in conference. You all are going to be
on record of voting against it. They are
going to fix it in conference.

I suggest to vote against tabling, be-
cause you can add 44 percent more chil-
dren who would benefit from the child
tax credit. Without this amendment,
you are cutting off 31 million young-
sters who will not benefit from the tax
credit. It is that simple. Guess what?
They are going to do it in conference.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. I yield my time to
Senator NICKLES.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. Mr. President. I urge
my colleagues to vote against this
amendment. This amendment would
build another entitlement program, an-
other brandnew entitlement program
into the Tax Code. According to the
Joint Tax Committee, the Breaux
amendment would increase outlays by
$37 billion over 7 years. I urge my col-
leagues to vote no.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to table the Breaux amendment. The
yeas and nays have been ordered. The
clerk will call the roll.

The assistant legislative clerk called
the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 53.
nays 46. as follows:

IRolicall Vote No. 514 Leg.)
YEAS—53

Abraham cochran Frist
Ashcroft cohen Gorton
Bennett coverdefl Gramm
Bond craig Grams
Brown DAmato Grassley
Burns DeWine Gregg
campbell Dole Hatch
chafee Domenici Hatfield
coats Faircioth Helms
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So the motion to lay on the table the
amendment (No. 2963) was agreed to.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2975. As MODI1ED
The PRESIDING OFFICER. The

pending business is amendment No.
2975 offered by the Senator from Mis-
souri (Mr. BOND].

The Senator from Missouri has 30
seconds.

Mr. BOND. Mr. President. pursuant
to a unanimous consent agreement
when I offered the amendment, I send a
modification to the desk.

The PRESIDING OFFICER. The Sen-
ator has that right.

The amendment is so modified.
The amendment (No. 2975), as modi-

fied, is as follows:
On page 1620 after line I insert:

SIJBC1-LAPTER A—HEALTH INsURANcE COSTS OF
SELF-EMPLOYED INDIVIDUALS

SEC. 12201. INCREAsE IN DEDUCTION FOR
HEALTH INSURANCE COsTs OF
sELF-EMPLOYED INDIVIDUALS.

(a) INcRsE IN DEDUCTION—Section 162(1)
is amended—

(1) by striking 30 percent' in paragraph
(1) and inserting 55 percent".

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

Mr. BOND. Mr. President, when I
raised the question of deductibility of
health insurance, I said we were look-
ing for another offset. I have been able
to work with the managers and the ma-
jority leader. They have enabled us to
eliminate the offsets which would have
taken out the long-term care insur-
ance. and we are able to raise the de-
ductibility for self-employed individ-
uals and small business people from 30
to 55 percent. I believe that this is
something we can work with in con-
ference.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. BOND. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. They
have already been ordered.

Mr. PRYOR. Mr. President, I am the
cosponsor on this side of the Bond
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amendment. I strongly support this
amendment. We hoped. originally, that
we would be able to permit the self-em-
ployed to deduct 100 percent of their in-
surance premiums, and this looks like
they are going to take about 55 per-
cent. This is the best we could do, but
it is better than in the past.

Mr. WELLSTONE. Can I ask what
the offset is?

Mr. DOMENICI. Mr. President. the
time has expired.

Mr. DOLE. We did not need an offset.
We found another area where they
overestimated or underestimated, or
whatever it is.

The PRESIDING OFFICER. All time
has expired.

Mr. DOMENICI. Mr. President, I won-
der. will the Senator withdraw the yeas
and nays?

Mr. BOND. We would like the yeas
and nays since everybody is here.

Mr. DOMENICI. OK.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment, as modified.

The yeas and nays have been ordered,
and the clerk will call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 99.
nays 0. as follows:

YEAS—99
Abraham
Akaka

Fengoid
Feinstein

Lott
Lugar
Mack

Bennett
Mccain
Mcconnell

Gorton
Graham

Mikulski

Bond Gramm
Moseley-Braun
Moynihan

Bradley
Murkowski

Breaux
Grassley Murray

Nickles
Harkin
Hatch

Nunn

Hatfield
Burns Heflin
Byrd

Pryor
Reid

campbell Robb
chafee

Hollings
Hutchison Rockefeller

cochran
Roth

cohen
Inouye santorum

conrad Johnston
sarbanes
shelby

Kassebaum 5imon

DAmato
Kempthorne simpson

Daschle
Kennedy 5mith

DeWine Kerry specter
Dodd
Dole

Kohl stevens

Domenici
Kyl

Dorgan
Thompson

Exon
Leahy

Faircloth
Levin
Lieberman

Warner
Wellstone

So the amendment (No. 2975),
modified,

BIDEN MOTION TO corr
The PRESIDING OFFICER. The

question is on agreeing to the motion
to commit with instructions offered by
the Senator from Delaware.

The Senator from Delaware is recog-
nized for 30 seconds.

Mr. BIDEN. Mr. President. one thing
all Americans say they care about is to
get a college education for their chil-
dren.

Lott
Lugar
Mack
Mccain
Murkowski

Nickles
Pressler
Roth
santoru m
shelby

5rnith
Thomas
Thompson
Thurmond
Warner

Hutchison
Inhofe
Jeffords
Kassebau m
Kempthorne
Kyl
Lott
Lugar
Mack

Akaka
Baucus
Biden
Binga man
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
conrad
Daschle
Dodd
Dorgan
Exon
Feingold

Mccain
Mcconnell
Murkowski
Nickles
Pressier
Roth
santorum
shelby
simpson

NAYS—46
Feinstein
Ford
Glenn
Graham
Harkin
Heflin
Hollings
InOuye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin

5mith
5 nowe
specter
5tevens
Thomas
Thompson
Thurmond
Warner

Lieberman
Mikuiski
Moseley-Braun
Moynihan
Murray
Nunn
Pell
Pryor
Reid
Robb
Rockefeller
Sarbanes
simon
Weflstone

as
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This amendment will allow—it costs

$35 billion, roughly $5 billion a year.
and it would allow a $10,000 per year de-
duction—maximum deduction—for the
cost of college tuition for couples mak-
ing up to $120000. or individuals up to
$90,000.

This is a genuine benefit for the mid-
dle class, and we do exactly what the
Republican bill does. The way in which
we get the money is restrict the
growth of tax expenditures.

Mr. DOMENICI. Mr. President. has
there been a motion to table?

The PRESIDING OFFICER. No.
Mr. DOMENICI. I yield back any

time I have. I move to table the Biden
amendment and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
Yeas and nays they were ordered.
The PRESIDING OFFICER. The

question is on the motion to table.
The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced, yeas 55.
nays 44. as follows:

[Rolicall Vote No. 516 Leg.]
YEAS—55

Abraham Gorton Mcconnell
Ashcroft Gramm Mikuiski
Bennett Grams Murkowski
Bond Grassley Nickles
Brown Gregg Pressler
Burns Hatch Robb
Campbell
chafee
coats
Cochran
Coverdell
Craig
DAmato
DeWine
Dole
Domenici

Hatfield
Heflin
Helms
Hutchison
Inhofe
JefTords
Kasset,aum
Kempthorne
Kyl
Lott

Roth
5ancorum5l,'
simpson
5mith
5nowe5te
Thomas
Thompson

Faircloth Lugar Thurmond
Feingold Mack Warner
Frist Mccain

NAYS—44
Akaka Exon Levin
Baucus Feinstein Lieberman
Biden
Bingaman
Boxer
Brad]ey

Ford
Glenn
Graham
Harkin

Moseley-Braun
Moynihan
Murray
Nunn

Breaux
Bryan
Bumpers
Byrd
Cohen
Conrad
Daschle

Hollings
lnouye
Johnston
Kennedy
Kerrey
Kerry
Kohl

Pd
Pryor
Reid
Rockefeller
5arbanes
5imon

Dodd
Dorgan

Lautenbcrg
Leahy

specter
Weuistone

So, the motion to lay on the t:able
the motion to commit was agreed to.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote.

Mr. FORD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2976

The PRESIDING OFFICER. The
question occurs on amendment No. 2976
offered by the Senator from Maine. Ms.
SNOwE, on which the yeas and nays
have been ordered.
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The Senator from Maine.
Ms. SNOWE. I thank the Chair.
First of all, I would like to say that.

this amendment is cosponsored by Sen-
ators D'AMATO, SHELBY, BIDEN, MACK,
MURKOWSKI, HUTCHISON, GRAMM.
COHEN. and JEFFORDS.

This amendment is a sense of the
Senate that would provide coverage
under Medicare for breast and prostate
cancer.

When changes were made in Medicare
back in 1993. there was an inadvertent
Omission whereby oral drug treatment
was not covered under Medicare for
breast and prostate cancer. It is a cost-
saving measure.

Mr. President, I will ask unanimous
consent to vitiate the yeas and nays
and ask for a voice vote.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Who yields time?
The Senator from Nebraska.
Mr. EXON. I yield my time back.
The PRESIDING OFFICER. If there

is no further debate, the question is on
agreeing to the amendment.

The amendment (No. 2976) was agreed
to.

AMENDMENT NO. 2977

The PRESIDING OFFICER. The
question occurs on amendment No. 2977
offered by the Senator from North Da-
kota.

The Senator from North Dakota is
recognized for 30 seconds.

The Senator will suspend. The Senate
will come to order.

Mr. EXON. Mr. President, I yield 30
seconds to the Senator from North Da-
kota.

The PRESIDING OFFICER. The Sen-
ator from North Dakota is recognized.

Mr. DORGAN. Mr. President, it is an
extraordinarily simple amendment. We
have in the Tax Code of the United
States an incentive, a tax break, a tax
deduction for somebody who closes
their plant in this country and moves
the jobs overseas to a tax haven, pro-
duces the same product with foreign
workers, then ships the product back
to the United States.

This simply gets rid of the tax break
for companies that move the jobs over-
seas. If we cannot close this tax loop-
hole, we cannot close any tax loophole.
I would hope we will have an affirma-
tive vote on this amendment.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. Mr. President. I
yield back our time.

This amendment contains extraneous
material and is not germane and there-
fore subject to a point of order under
the Budget Act.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, pursuant

to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
consideration of the amendment, and I
ask for the yeas and nays on the mo-
tion to waive.
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The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. This will be the last vote

this evening, and we will start voting
tomorrow morning at 9:15. The first
vote will be on the amendment by—---

Mr. FORD. Mr. President, may we
have order, please.

The PRESIDING OFFICER. The Sen-
ator from Kentucky is correct. The
Senate will please come to order.

This is the last vote. Senators will
please listen.

Mr. DOLE. Senator GRAMM of Texas.
The first vote will come on his amend-
ment, and the first vote will be 20 min-
utes in length. Then we will go back to
our 8 minutes after the first vote. We
have had 20 votes today. I wish to
thank my colleagues.

Mr. FORD. Mr. President, will the
Senator yield? Are we going tomorrow
by the schedule of amendments offered,
and then we go down that line and then
we are on, will be on the last ones?

Mr. DOLE. Right. We are going to go
down—that is right, yes.

Mr. FORD. We go as introduced.
Mr. DOLE. Then we go to tier three.
Mr. FORD. I thank the Senator.
Mr. DOLE. Then tier four and tier

five.
Mr. FORD. Ten.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to waive the budget act. The yeas and
nays are ordered. The clerk will call
the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 47,
nays 52, as follows:

[R olicall Vote No. 51 7 Leg.]
YEAS—47

Akaka Feinstein Lieberman
Biden Ford Mikulski
Bngaman
Boxer
Bradley

Glenn
Graham
Harkin

Moseley-Braun
Murray
Nunn

Breaux Heflin Pelt
Bryan
Bumpers
Byrd
Cohen
conrad
Daschle
Dodd
Dorgan
E,con
Fcingold

Hollings
Inouye
Johnston
Kenny
Kerrey
Kerry
Kohl
Lautentxrg
Lcahy
Levin

Pryor
Reid
Robb
Rockefeller
5arbanes
5imon
5nowe
5tevens
Wcllstone

NAYS—52
Abraham Dole Kassebaum
Ashcroft Domenici Kcmpthorne
Baucus Faircloth Kyl
Bennett Frist Lott
Bond Gorton Lugar
Brown Gramm Mack
Burns Grams McCain
campbell Grassley McConnell
chafe< Gregg Moynihan
Coats Hatch Murkowski
Cochran Hatfield Nickles
Coverdet) Helms Pressler
Craig Hutchison Roth
DAmaco Inhofe 5antorum
DeWine JefTords shelby
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The PRESIDING OFFICER. On this
vote, the yeas are 47, the nays are 52.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The amendment falls.

Mr. GRAMS. Mr. President, I move
to reconsider the vote by which the
motion was rejected.

Mr. ROTH. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.
LJ5T OF EXTRANEOUs MATrER (THE BYRD RULE)

Mr. DOMENICI. Mr. President, pursu-
ant to section 313(c) of the Budget Act.
I submit a list of material considered
to be extraneous under subsections 313
(b)(1)(A), (b)(1)(B), and (b)(1)(E) on be-
half of the Committee on the Budget.
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Section 313(c) of the Budget Act

states:
The inclusion or the exclusion of a provi-

sion shall not constitute a determination of
extraneousness by the Presiding Officer of
the Senate.

In addition. this list does not rep-
resent the Budget Committee's posi-
tion on the program or policies rep-
resented in these provisions or a waiver
of a point of order against these provi-
sions. The Budget Act requires the
committee to simply identify potential
violations under three components of
the Byrd rule and the committee has
complied with the law.

That a provision appears on this list
does not mean it will automatically be
deleted from the bill. A Senator must
raise a point of order against the provi-
sion and the Presiding Officer must
sustain the point of order. The Byrd
rule may be waived in the Senate by an
affirmative vote of 60 Senators,
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This list is a compilation of items

identified by both the majority and mi-
nority staff of the Senate Budget Com-
mittee. The staffs did not agree on
every item, but the differences were
small when one considers the con-
troversial and comprehensive nature of
this bill. I want to thank the staff. The
Byrd rule has evolved over the past 10
years and identifying those provisions
that violate the rule is a very difficult
exercise.

Mr. President, I ask unanimous con-
sent that the list be printed in the
RECORD.

There being no objection, the list was
ordered to be printed in the RECORD, as
follows:
BALANcED BUDGET REcONcILIATION Ac-r OF

1995—P055XBLE EXTRANEoUs PROV1SIors:
SENATE BILL

(Prepared by the Republican Staff of the U.S.
Senate Budget Committee. October 1995)

EXTRANEOUS PRO VtSIONS—SENATE BILL

Pov

Sec. 1113(a)(4). 1113(c). and (e) (2)

Sec. 1115

Sec. ills

Sec. 2 Sec. 7421a(f)
Sec. Sec. 742la)
Sec. 2: Sec. 7421a(k) ..

Sec. 2: Sec. 7421a0) .......,
Sec. 2: Sec. 7421a(m)

Sec. Sec. 7421b(b) ........
Sec. 2; Sec. 7421b(b)(C)
Sec. 3002

Sec. 3001(d) .,

Sec. 4001(a)(C), beg'mning on p. 207, line I with un-
less' through "1998' on line 23.

Sec.4002

Sec. 4021 ..

Sec. 4022(a) Use of Interest for Oil Spill Recove Insti-
tute.

Sec. 4022(a) Use of Section 1012 in Alaska

Sec. 4033

Sec. 4034

Sec 5002

Sec. 5004(d)(2) & (3)
Sec. 5013(a)(1)(B)

Sec. 5013(c)

Sec. 5202

Sec. 5207(d) second sentwce
Potion or Sec. 5215(b)

Sec. 53(a)(3)
Sec. 5300(a)(10)

Sec. 5301

Sec. 5302 ..

Sec. 5305(b)(2) Second sentence

Sec. 5410 second s1tence of subsection (2)

5509 .,
5510
5512

5709

Sec. 5920

AGRICULTURE, NUTRITION. AND FORESTRY

CosTolati

Clarification on peanut pool and Sale, lease, or lransler of farm poundage quota for 1991 through 2000 crops of peanuts and alWws ncn.quota peanuts to become available
market price exceeds 120 percenL of lean raLe Byrd ru!e )(1)(A): Produces no change in outlays or revenues.

Savings adjusunent Byrd rule )(1)(A): Produces n change in outlays or revues.
Sense ot the Sate regarding tax provisions relating to ethanol; Byrd ru'e (b)(1)(A): Prodixes rio thange in outlays or rvenus.

AED SERVICES

Naval Petroleum Reseive Sate (Elk Hills)

Requirements on Elk Hills production until Sale is completed: Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Requirement thaL a sale cannot take place unless OOE provides a notice to Congress: Byrd nile (b)(1)(): Produces r thange in outlaysor revenues.
Expedited procedures for Congressional consideration of a resolution of appmval of the Sale: Byrd rub ll1)(A): ProducES no thange in outlays or revenues
Notice to Congress of noncompliance with deadlines; Byrd rule (b)(1)(A): Produces i change in oIlUays revens.
Requirement that GAO monitor DOE sale and report to Congress; Byrd rule (b)(1)(A): Produces rio dtange in outlays revenues.

Naval Oil Shale Reserve Sale

Application of Sec. 7421Q). )j). (k). (0. & (m) to the Oil Shale Reserve sale: Byrd rule )(1)(A): Projces no thange in outlays or revenves.
Expedited procedures for consideration of joint reso!uton of approval of the sale Byrd rule )(1)(A): Prodxes no thwrge in outlaysor revens.
Byrd nile )(1)(A): Prodxes no change in outlays or revenues. This secti would require the Seaetaty of Treasury to report to the Ccngress on the feasibility or a pnvate deposit

UlsuraflCe system.

Byrd nile )(1)(A): Prnduces no change n outlays revenues. This sibsection outlines a meg of the two deposit insurance funds for banks (WE) and thrifts (SAlE), but item
(4) of this subsection makes implementation or all of subsection (d) contingefit on a future act of Congress {wl,ith Will be neces5ar to eliminate all thrift charters). Therelore.
the mtire subSection 3001(d) Will have no effect when reconciliation is enacted.

COMMERCE. SCIENCE AND TRANSPORTATION

Byrd rule )(1)(A): Produces no change in outlays or revens. Section 4001 directS the FCC to allocate Spectium to applicants by auction spectrum. but ee1npts certain pails ol
the spectium from being sold at auction. Section 4001(a)(C) lists as one of the exemptions the specuum to be used for advancedldigitl television, witha qualification. That
is, the FCC can't auction spectrum f& digital P1 'unless" the FCC Submits Within 5Z months a flew propoSal lot allocating this spectnlnr b7 auction and the Congress "takes
action to approve the plan" (Ic. enacts a later laW with the PTesident's sigatire). Because the prohibition wi auctionmg spectnlm f digitI P1 standson its on and is un.
affected by the possibifit that Congress coutd always ce back later and thange the law, the language telling the FCC to a new plan that would have to be approved by
Congress has no impact on the receipts yielded by the aixtions that are authorized in this bill and thefelore that language is extraneous.

Byrd nile )(1)(A): Pmduces no change in outlays or revenues. This section would amend a scheuIe of regulatoly fees charged by the FCC to broadcasters. These fees were es-
tbfished by OBRA '93 as permanent offseflin9 collecti,s to be "credited to the account providin9 appropriations" 00 the FCC. TWo months later, the Commerce-Justice-State
apppriations bill (or 1994 amended OBRA '93 b Saying that these fees "shal' be Ilected on if. and on n the total amounts, required 'rn Appropriations Acts.' Therefore,
if there is no appropriations action, then these fees canrt be collected. Since future llection of the fees is contingent on future action by the Congress. changingthe sched-
ule o fees in this reconciliation bifl has no budgetai effect, so the provision is etjanejs.

Byrd nile (b)(1)(E): A pioviswn wtich would. cn net. increase outlays or decrease revenues 'rn a fiscal e& after the period covered by the reconciliation bill. Sectionomits the fee
the Coast Guard can charge thr inspection of small vesse1s. Povisn does not sunset and causes Jtlays beyond the years in wtiich Savings are ach'ved through specUum
auctions.

Byrd nile (b)(1)(: A provision which would, on net, increase outlays or decrease reverijes fl a fiscal year after the period covered by the reconciliahon bill. Section provides for
new direct spending b7 allowing 'rnterst in Oil Spill Liability Uust fund attsibuted to the Oil Spill Recove, Institute (OSRI) be used by the Institute. Provision may or may not
SUnSet. due to nteaclion with nelt provisios dealing with Section 1012 in Alaska. Provision Will cause outlays beyond the years in wici Savings are athieved through spec-
tfllm auctions.

Byrd nile (b)(1)(() A provision which would, on net. increase JtIays or decrease revenues in a fiscal 'ear after the period covered by the recoirciliation bill. Section provides for
new direct spending binning eleven years aft enactment of the 1995 Coast Guard authorization bill by mandating principal attributed to the Oil Spin Recovery Institute
(OSRI) in the Oil Spill Liability uust ftmd be used for Oil spill liability and conrpensation activities in Alaska.

Byrd nile )(1)(A): Pmduces no change in outlays o revenues. Secti provides thange in Cwrent law to the Local Rail Freight assistance program allowing for disaster assist-
ance for raiIroad.

Byrd nile (b)(1)(A): Produces no change in outlays o revenues. Section provides for additional eligible state acthities undec the Local Rail Freight 55i5tnce progiam.

ENERGY Mit) NATURAL RESOURCES

Subtitle A—United States Enrichment Corporatiwr

Enricrunent Corporation statement of purpose: Byrd nile (b)(1)(A): Pmduces no change in outlays revenues.

Enñchment Corporation amendments dealing with the scoring of the poceeds from the Sale of the corporation: Byrd rule )(1)(A): Prnducesno thange in oullays revenues.
Requirement that DOE accept low level nuclear waste from any operat of an enrichment facility Byrd rule (b)(1)(A): Produces rio thange in outlays o revenues.
Waiver of liability fo State or Interstate Compact's requirement to accept low level nuclear wale from any enrichment tacilit Byrd rule (b)(1)(A): Produces rio charge in outlays

or revenues,

Subtitle C—Wchc Coastal Plain Leasing and Revenue Act
Purpose and policy: Byrd nile (b)(1)(A): Produces no change in outlays or revenues.

SpecaI Areas reporting requirement to Congress: Byrd rule )(1)(A): Produces no change in outlays or revens.
Reporting requirements (beginning with line 12 on page 48 thiough line 2 on page 49): Byrd nile (b)(1)(A): Producesno change in outlays revenues.

Subtitle D—Park Entsance Fees

Authization of appropriations: Byrd nile (b)(1)(A): Produces no change 'rn outlays or rvenis.
Report to Congress on fee collections: Byrd rule (b)(1)(A): Produces no thnge in outlays or revenues.
Authorizes Secretr to enter into challenge cost-share agreemrts: Byrd rule (b)(1)(): Produces r change in outlays or revenues.
Cost recovery or damage to NatiDnal Park resources: Byrd nile (b)(1)(): Produces no thange in outlays or revenues.
Reporting requirement to Congress: Byrd nile )(1)tA): Produces no change in outlays revenues.

Subtitle E—Water Projects

Hetch Hetthy dam authorizations for Yosi,ite operations; Byrd rule (b)(1)(A): Produces no change 'rn outlays or revenues.
Subtitle F—Oil and Gas Royalties

RoyaIt in Kind: Byrd nile )(1)(A) Produces no change in outlays O( revenues.
Royalty Simplification Audit and Reporting Requirements Byrd nile (b)(1)(A): Produces no change in outlays or revenis.
Delegation to States: Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Subtitle H_Mining
Uses and Objectives ot Mine Reclamation Fund; Byid nile (b)(1)(A): Produces no change 'rn outlays or revwues.

Subtitle K—Radio and Television Communication Site Fees

CBO scares no impact from communicatoin fees: Byrd rule 1)(A): Produces no change in oitIays or revenues.

5irnpson
5mfth
5pecter

Thomas
Thompson
Thurmond

Warner
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EXTRANEOUS PROVISIONS—SENATE BILL—Continued

ENVIRONMENT AND PUBLIC WDRXS

Findings section regarding highway minimum allocation program. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

FINANCE—MEDICARE

Draft from October 23, 1995 Committee has not met its 1 or S yeas instruction.
Medicare Ciroice -

the Secretary shall submit o the Congress recommendations on eipanding the definitim of medica c)rice eligib!e individuar Byrd rule (b)(1)(A): Produces no change in out
lays or revenues.

MSAs—costs $S relative to the savings or Medicare Choice. Separable. Probab a violation. Byrd rule M(1)(B): Increases the deficit and committee Fails to meet its reconciliation
instructions.

The Secretary shaD conduct an analysis of the measurable input cost diffences across payment areasand The Seaetary shall also determine the degree to which medicare
beneficiaries have access'and the Secretary shall submit a report Byrd rule M(1)(A): Produces no change in outlays or revenues.

Demonstration poject on marketbased reimbursement and competitive icing. Byrd rule M(1)(B): Increases the deficit and committee rails to meet its reconciliation mstruc•
tions

Report on the temporary certification of coordinated care plans. Byrd rule ffiXl)(A): Produces no dange in outlays or revemies.
Partial capitation demonstration Byrd rule ffi)(1((B): loaeases the deficit and committee Fails to meet its reconciliation instsuctions.

Part A provisiais
Development [ofl National Prospective Payment Rates for Current Non-PPS Hospitals Byrd rule ffiXl)(A): Produces no change in outlays reverues.

Incentive payments to SNF5. Byrd rule (b)(1)(B): Increases the deficit and conitriittee fails to meet its reconciliation instructions.
Report by Prospective Payment Assessment Commission. Byrd rule ffiJ(1)(A): Procices no change in outlays revenues.

Part B provisions
Study & report of physician lee schedule. Byrd rule M(1)(A): Produces no change in outlays or revenues.
Upgraded Durable Medical Equipment. Byrd rule (b)(1((A): Produces no change in outlays revenues.

Physician Supervision of Nurse Anesthetists. Byrd nile ffiRl))A): Produces no change in outlays or revenues.
Part A & B provisions

Treatment of rssisted suicide. Byrd rule (b)(1)(A): Produces no change in outlays or revcirt*s.
Nothing in this Act shall be construed to change the status under title Will of ... (Indian Health Centers), Byrd rule ffi)(1)(A): Produces no change in outlays or reverues
Confming amendment to change the name/organization fo Ciristian Scientists. Byrd rule (b)(1RA): Produces no change in outlays or revenues.
(C) Share of Savings—Bonus payments to home health agencies. Byrd rule (b)(1XB): Increases the deficit and committee tails to meet its recvnciliation instructions.
(0 Report by 'rospective Payment Assessment Commission. Byrd rule M(1)(A): Produces no change in outlays or revenues.

Rwal Areas
Medicaredepurdent small rural hospitals: increases CL by S0.2B ov& 7 years Byrd rule (b)(1)(B): Increases the deficit and committee rails to meet its reccaciliation instructions.
Medicare rural hospital flexibility: increases DL by $0.2B over 7 years Byrd rule (b)(1RB): Increases the deficit and committee fails to meet its reconciliation instructions.
Rwal emergency access care hospitals: increases CL by $0.2B over 7 years Byrd rule M(1)(B): Increases the deficit and committee fails to meet its reconciliation instructions.
Payments to physicians in shortage areas: increases OL by $0.4B ovr 7 years Byrd rule (b))1RB): Inatases the deficit and cemmittee fails to meet its reconciliation instructions.
Direct fee schedule payments to physician assistants and nurse practitioners: inatases 01. by $O.3B ov& 7 years Byrd rule ffi)(1)(B): lncruses tIe deficit and committee fails to

meet its reconciliation instructions.
Daronstration projects to promote telemedicine Byrd rule ffi)(1)(A): Produces no change in outlays or revenues.
Prospective Payment Assessment Commission report on updates ror urban Medicare-dependent hospitals. Byrd rule (b)(1)(A): Produces no change in outlays at revenues.

Health Care Fraud & Abuse
Health Care Fraud and Abuse Guidelines. Byrd rule (b)(1)(A): Produces no change in outlays at revenues.
Minimum eiclusion period 1w individtmls. Byrd rule ffi)(1RA): Produces no change fti outlays or revenues.
Clarification of and additions to exceptions to anti-kickback penalties. Byrd rule ffi)(1RA): Produces no change in outlays o' revenues.
Establishment of the health care fraud and abuse data collection program. Byrd rule Mfl)($): Increases tIe deficit and committee fails to meet its reconciliation instructions.
Injunctive relief relating to federal health care offenses. Byrd rule ffi)(1)(A): Produces no thange in outlays or rcventts.
Grand jury thsclosure. Byrd rule (b)(1)(A): Produces no change in outlays or reven*s.
laundering er monetary rstnnnents. Byrd rule (bR1XA): Produces no change in outlays revenues

Authfled investigative demand procedires, Is this a necessary tm coadion? Byrd rule ffi)(1)(A): Produces no thange üi outlays or revenues.
Other pro'oisions lot trust lund solvency

Transfers of certain part B savings to HI trust fund. fl.e., medicare lockbox) Byrd rule ffi)(1)(A): Proãices rw change in aitlays or reverties.

FINANCE—MEDICAID

Draft from October 23. 1995 Committee has not met its 1 or 5 year instrucSn.
The provisin listed here as Sec. 2102 through Sec. 2137 are new sections added by Sec. 7191(a) of the reconciliation bilL
Plan must include 'a description of the average amount paid per discharge" Byrd rule (bRl)(A): Produces no thange in aitlays or revenues.
Each State with a medicaid plan shall establish and maintaüi an adviscq corrairittee (which shall aid in) the development, revision, and monitoring the perfwmance of the med-

icaid plan Byrd ride M(1)(A): Produces no change in outlays revenues
Secretary shall create a Medicaid Task Force Byrd rule ffi)(1)(A(: Produces no change in cotlays or revenues.
'The medicaid plan shall provide medicat assistance for immunizations. Byrd rule ffi)(1)(A): Produces no change in outlays or revenues.
t medicaid plan shall provide prepregnancy planning services and supplies Byrd rule ffi)(1)(A): Produces no change in outlays at revenues
'A medicaid plan may not ny exclude covage on the basis of a pe-eñsting conditim" Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
'A medicaid plan shall not impose treatment limits on mental illness services Byrd rule M(1)(A): Produces no change in outlays & revenues.
Causes of action Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Spousal impoverishmeflt mandate. Byrd ru (bJ(1)(A): Produces r change in outlays at revenues.
Super-block grant Byrd rule (b)(1)(A): Produc no change in outlays reveniws.

Limitations on use of lunds. No payment sirall be made to a State tirder this part 1 expenditures for itenrs"(g) abortions; (h) assisted suicide. Byrd rule (bXl)(A): Produces no
change in ajtlays or revenues.

Nursing home standards. Each medicaid plan sirall provide for the establishment and maintenance of procedures for nursing facilities wthctr furnish savices under the plan.—
mandate Byrd rule (b)(1)(A): Produces no change in outlays cc revwuies.

No pawent sirall be made to a State under this part for medical assistance for medical assistance for cuveced outpatient drugs unless the manufacturer of the dg' •No pay-
ment sitall be made under this part to a State that requires manufactur& rebates' Byrd rule ffi)(1)(A): Produces no change in outlays or revenues.

'in order or payment to be made to a State wider part C for medical assistance fat covered outpatient drugs of a manufacturer, the manufacturer must Byrd cute M(1)(A):
Produces no change in outlays or revenues.

Authorizes new demonstration project No appropiiatin Byrd rule (bfll)(A): Produces no change in outlays revmues.
CBO Report requiring analysis of effect of block grant ai health inswance status. Byrd rule (b)(1RA): Produces no change in outlays on revent*s.

F1NRNCE—NDNHEAlTh

Purpose o BIOdI Grant—Byrd ru (bul)(A): Produces no change in ouVays or revwuet
3 month notification to State with Indian tribes ercising funding optii—Byrd rile ffi)(1)(A): Produas no change in outlays or rwenues,
Additional payments fo EA where State plan is modified i 1994. Byrd rule (bXl)(B): bicreases the ficit and committee fails to meet its reccirciliation instructions
Directed Scoring Post 2000—Byrd rule ffi)(1XA): Produces no change in outlays revenues.

Supplemental Grant Fund—Byrd rule (b)(1)(3): Increases the deficit and committee Fails to meet its reconciliation instructions.
Limitation on admin expenditures—Byrd rule (b)(1)(A): Prodaces no change in aitlays or revenues.
Authority W treat interstate immigrants und rules of form& states —Byrd nile ffi)(1)(A): Produces no change in outlays revenues.

Authority to operate rployment placement program with grant—Byrd rule (bJ(1)(AJ: Produces no change in outlays or revenues.
Authority to 30% transf& grant to Child Care Block Grant—Byrd nile (b)(1)(A): Produces no change in outtays revenues.
Jab Placement Performance Set Aside—Byrd rule (b)(1)(A): Produces no change in outlays revenues.

Contingency Grant Fcmd—Syrd rule (b)(1)(B): lrrceases the deficit and committee fails to meet its recacciliatim instructiars.
Required Penalties against Individuals—Byrd rule (b)(1)(A): Prodites no Uiange in outlays at revenues.
Non Displacement in Work Activities—Byrd rule M(1)(A): Produces no change in outlays r revenues.
Sense of Congress on use of lob training fund—Byrd rule (b)(1)(A): Produces no change in outlays revenues.
Enaurageirrent to Deliver Child Cam—Byrd rule (bX1)(A)-. Produces no change th outlays or revenues.
Limitations and Requirwrrts—Byrd rule M(1)(A): Produces no change in oudays or revernjes.
Congressional Findings—Byrd rule (b)(1)(A): Produces no change in outlays at revenl.Es.
State option to deny assistance to out of wedlock births to minor children: Byrd rule (b)(1)(A): Produces no change in outlays revrues.
State option to deny assistance for additional births: Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Requirement that teenage parents live at home or in supervised arrangements: Byrd rile (b))1)(A): Produces no change in outlays or revenues.
Giants to States to provide supervised living—Byrd rule (b)(1)(B): Increases the deficit and committee Fails W meet its renciliation instructions.
Requirement that teenage parents attend high school—Byrd rule M(1IIA): Produas no change in outlays or revenues.
Grant to States that reduce outof-wedlock birthrate—Byrd rute oO(1X3): krcreases the ficrt and conrnnittee fails to meet its reconciliation instructions.
Denial of assistance by the State not limited w these requirenrents—Byrd rule M(1)(A): Produces no change in ztIays revenues.
Report to Congress mi Autornation—8yrd ru (b)(1)(A): Produces r change in outlays or reviue&
Report to Congress r participation rates compliance—Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Research. Evaluations. State Rankings—Byrd nile (b)(1XA): Produces m change in outlays revenues.
Direct Spending for additional evaluations—Byrd rule M(1)(B): Increases the deficit and conrmittee fails to meet its reconciliatn insri-uctions.
Census Btxeau Study—Byrd rule M)1)(B): Increases the deficit and committee fails to meet its reconciliation instructioz.
Hold harmless (or cost neutrality from waiver caiditions-—Bya rule M(1)(B): Increases the deficit and committee fails to meet its rectnciliation instructions.
State and County Run Oemsxrstrations—Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Purpose ol provision—Byrd nile (b)(1)(A): Produces no ctwge in outlays revenues.

Assistant Secretary for Family Support—Byrd rule (b)(1XA): Produces no change in outlays at revenues.
High Perfonnance Bonus Funds—Byrd rule (b)(1)(B): Increases the deficit and committee fails to meet its reconciliation instructions.
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419(b)
420
421

Sec. 7202
Sec. 7203
Sec. 7204
Sec. 7205
Sec. 7206
Sec. 7207
Sec. 7208
Sec. 7209
Sec. 7211

Sec. 7212
Sec. 7216
Sec. 7251(e)
Sec. 7263
Sec. 7271
Sec. 7272
Sec. 7273
Sec. 7274

Sec. 7281 tc 7287
Sec. 7291
Sec. 7302
Sec. 7303
Sec. 7344(b)

Sec. 7345
Sec 7346
Sec. 7351
Sec. 7354
Sec. 7375(a): 454(C)(b) and (c)
Sec. 7375(b)
Sec. 7377 ..
Sec. 7381
Sec. 74%
Sec. 7411
Sec. 7412
Sec. 7413
Sec.

Sec. 7442
Sec. 7443 .....
Sec. 7444
Sec. 7445
Sec. 7481

Sec. 12401(I)

Sec. 6O39F(

Sec.12874(c)

Sec. 12705
Sec. 12705

Sec. 12878

There are no extraneous provisions in this title.

There are no extraneous povisions in this title.

LABOR MID HUMAN RESOURCES

indirect costs for direct loans may not eceed 50% of the section 458 hinds and they may riot be used for promotion the direct loan program. Byrd rule (b)(lflA): Produces no
change in outlays or revenis.

Saise of the Senate statement that the .85 fee to institutions should not be passed on to sturts. Byrd nie (b)(1)(A): Produces no than9e in outlays orrevertes.
Permits the development and distribution an use of an electronic version ci the free federal common application for by guaranty agercies and lenders. Byrd rule (b)(1)(A): Pro-

duces no change in outlays or revenues.

Permits guarantors to use the fcmds from the federal payment of the Administrative Cost Allowance to pay for any means ci monitoring the enrollment and repaymentstatus of
bcrrowecs. Byrd rule b)(1)(A): Produces no change in outlays w revenues.

Guaranty agencies are prohibited from using federal reseves for mark2ting. advwtising, pmution of the guaranteed loan program. Byrd rule (bfll)(A): Produces rm change in
outlays or revenues.

Provision regarding SaDie Mae and full faith and credit of the United States. Byrd rule (b)(1)(A): Ptoduces cm diange in outlays or revenues.

VETERANS AIFIURS

Veterans Affairs Committee reconciliation language contains cm Byrd Rule Violation

Note: Prepared by SBC majority staff. October 25, 1995 (12:55 pm) and by the Staff of the Committee on the Bulget. pursuant to Section 313(c) requiring a list of items consideredto be extraneous under subsections b)(1)(A),
b)(1)(B), and (b)(1)(E). The inclusion or exclusion of a provision shall not Constitute a determination of extraneousness by the Presiding Office of the Senate.

Mr. EXON. Mr. President. the chair-
man of the Budget Committee was kind
enough to discuss with me in advance
the list that he just submitted for the
RECORD. I, in turn, have shared with
him my view of which items in the bill
violate the Byrd rule against extra-
neous matter in reconciliation.

There is a great deal of agreement on
these two lists, but some differences
persist. To make the RECORD more
complete, I submit my list of extra-

neous provisions and ask unanimous
consent that it be printed in the
RECORD.

At the close of debate on the bill,
after Senators and the Parliamentar-
ian have had a full, fair chance to re-
view these lists, I intend to raise an
omnibus point of order under the Byrd
rule against a large number of provi-
sions that we have determined to be ex-
traneous. I ask unanimous consent
that my list be printed in the RECORD

to give Senators the maximum amount
of notice as to which provisions are
under review for that purpose.

There being no objection, the list was
ordered to be printed in the RECORD, as
follows:

LIST OF BY1 RULE VIOLATIONS To THE BAL-
AJ'JW BUDGET REcONcILIATION ACT oF 1995

(Prepared by the Democratic Staff of the
Senate Budget Committee. October 25, 1995)

Provision CommentsNiolation

Additional Child Care Funds—Byrd rule (b){1)(B): Increases the deficit and committee fails to meet its reconciliation instructions.
Single state agency in charge of child care—Byrd rule (b)(1XA): Produces no change in outlays & revenues.
Tax Refund offset to states tot overpayments—Byrd rule (b)(1)(A): Produces cm change in outlays or revenues.
Snices Pr&vided by Charitable/Religious, or Private Organizations Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
No funds provided to institutions may be used for sectarian worship—Byrd rule (b)(1)(A(: Produces no change in outlays cc revenues.
Census data on grandparents as primary caregiver—Byrd rule )(1)(A): Prvduces no thange in witlays or revenues.
Study of Effect of Welfare Reform on Grandparents as Caregivers—Byrd rule (b)(1)(A): Produces no change' in outlays w revenues.
Dewlopment of new Sial Security Card Authorization—Byrd rule (b)(1)(A): Prodtjes no change in witlays or revenis.
Funds used by organizations can not support or oppose publicly without disclosure or receipt of furts. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Modificatir of Jail program—Byrd rule (b)(1)(A): Produces no change in outlays w revenues.
Demo project for School Utilization—Syrd rule (bXl)(A): Produces r change in outlays o revenues.
Parental Responsibility Contracts—Byrd rule (b)(1IIA): Produces no change in outlays e revenues.
Fedal funds must be spent in accordance with laws and procedures applicable to state revenues..Byrd rule (bR1RA): Produces no thange in outlays or revenues.
Secretary of HHS must submit list of technical amendments—Byrd rule (b)(1)(A): Prodtzes no change in outlays or rwenis.
Sopplemerital Funding for Substance Abuse—Byrd rule (bXl)(B): Increases the deficit and committee fails to meet its reconciliation instnctions.
Additional requirements f representative payees—Byrd rule (b)(1)(A): Produces no change in wtlays & revenues.
Annual Report to Congress on SSI—Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Improvements to Disability Evaluation-—Byrd rule (b)(1)(A): Produces no change in outlays w revenues.
Study or the Disability Determination Process—Byrd rule (b)(1)(A): Produces no change in outlays or revernies.
Study by GAO on impact of Amendments—Byrd rule (b)(1)(A): Prcduces no change in outlays w revenues.
National Commission on Future Cf Disability—Byrd rule (b)(1)(A): Produces no change in outlays revues.
Repeal of Mafntenance of Effort fcr State 551 Sopplement—Byrd rule bXlXA): Produces no thange in outlays revenues.
Distribute thud support collecticns to families off welfare first—Byrd rule (b)(1)(B): Increases the deficit and committee fails to meet its reconciliation instructions.
Rights tc notificaticns and hearings for those applying for services cr a party to these actions——Byrd rule b)(1)(A): Produces no change in outlays ot revenues.
Extension of enhanced match and new funds matching funds for ADP development—Byrd rule b)(1)(B): Increases the deficit and committee tails to meet its reconciliation m-

stnjcticn&

Training and technical assistance, child support demonstralions—Byrd rule (bR1)(B): licreases the deficit and crrmittee rails to meet its recenciliaticn nstructicns.
Changes in the annual report to Congress—Byrd rule (b)(1)(A): Produces no change in cutlays ot revenues.
National Child Support Guidelines Commission—Byrd rule (b)(1IIA): Produces no change in outlays & revenues.
Ncn-liability far depository instituticns providing financial records to child suppoa ageicies—Byrd rule b)(1)(A): Produces no change in outlays or revenues.
Perrrrissive fees and eicess costs of enforcement. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sense of Senate on how to coiled fees—Byrd rule (bRl)(A): Produces r diange in outlays or rewnues.
Sense of Senate on inability of non-custodial parents to pay thild support—Byrd rule (b)(1)(A): Produces r change in outlays ot revenues.
Grants to State for Access and Visitation Programs—Byrd rule )(1)(B): Increases the deficit art committee fails to meet its reconciliation instructions.
Information Reporting, requiring states to provide names tc NS—Byrd rule b)(1XA): Produces no change in cutlays revenues.
Reductions in Federal Government Positions—Byrd rule (b)(1)(A): Produces no change in outlays revenues.
75% reduction in Fetal positions dealing with MDC—Byrd rule b)(1RA): Prvduces no change in outlays ot rev2nues.
Sense of Sanate that reductions shculd come from Washington DC cffice—Byrd rule (b)(1((A): Produces no change in outlays or revenues.
Establisr National Goals for teenage preqnancy prevention—Byrd rule (b((1)(A): Produces no change in outlays or revenues.
Sense af Senate on legislative accountability for unFunded mandates-—Bpd rule b)(1)(A): Prodns rio change in outlays or revenues.
Sense of Senate Regardinq Enforcement of Statutwy Rape—Byrd rule b)(1}(A): Produces no change in outlays or revenues.
Nc prohibitäi on sanctioning an individual when testing positive for controlled substances—Byrd nile b)(1)(A): Produces cm change in outlays or revenues.
Abstirerce Education set aside—Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sense of Senate on Cost of Living Adjustments—Byrd rule (b)(1RA): Prodtzes no change in outlays cr revenues.

FINANCE—REVENUES

Requires the Secretary of Labor to implement a Business Awareness Progam" to educate and entourage business to benefit from the Work Opportunity Tax Credit Byrd rule
(b)(1)(A): Prodtzes no diange in outlays or revenues.

Beginning with the phrase. 'notwithstanding any othec çrovision of law..: requires the Secretary of Treaswy to publish in the Federal Register thenames of expatriales. Byrd rule
(b)(1)(A): Prodtjes no thange in outlays or revenues.

Requires the trustees of the Combined Fund (coal inthistry retirees( to pmvide documents to contributxs if rejested. Byrd rule (b)(1)(A( Produces no change in outlays or reve-
nues.

Requires rtices to charitable beneficiaries of tharitable remainder trusts that a remainth has been created. Byrd rule (b)(1)(A): Produces r diange in outlays or revenues.
Provides exceptions to the notification requirements (to charitable be,ficiaries of the ueation of or continuation or charitable remainders) if the Secretary determines it is not

necessary for efficient administration of tax law. Byrd rule (b)(1)(A(: Produces r charse in outlays revenues.
Section 2818(e) authorizes the Seaetary ci the Treasury to presaibe regulations regarding Modified guaranteed contracts. Byrd rule b)(i)(A): Produces no change in outlays or

revenues.

GOVERI1MENTA AFFAIRS

JUDICIARY

Sec.12904(a) (12XD)Requiring written notice to each
enrployee eligible to participate in certain qualified
cash defifred arrangen*nts and matching con-
thbutions. Byrd rule (bRl)(A): Produces no change in
outlays or revemies..

Sec. 10002(c)(2)(C) ..

Sec. 10002(g) p. 1422 lines 5-8
Sec. 10003(d) & (e) .._

Sec. 10005 (g)

Sec. 1000500

Sec. 10007(a)(4)(A)i)
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Complisncn: Yes

313(h)(1))O) .. Autherluing regolatnoy lees has no impact on the dehcit until alter appropriations. (not in cost esti
mate)

313(b)(1)(O) This language has no impact or spending.
313pa(1((E( Pnevisioo does nat sunset and causes outlays boyend years covered by Recoeciliation bill.
313(bfll((E( Prevision does not sunset and causes outlays beyend years coveeed by Reconciliation bill.
313(b))1)(E( Prevision does not sunset and causes outlays beyond years covered by Reconciliation bill.
313)(1((e) .. .. This section ctarifns procndaros that altaw the Secretary of leanspoetatisv to use IRPA foe railroad dis

aster assistance. the section has no impact on tIre deficit. (not in cast estimate)
313g1((e( ... This section eapands the list ol activities eligible for tREe and has no impact on the delicit (nut in

cost estimate)

Nov-budgetary.

Eaneaveoos: no budgetary impact. Overrides tIre impact assessment requirements of tIre National Enoi-
rorerrmrtal Policy Act (NEPA( by declaring that the 1981 orrsirnrrrrreotal iorpact staterrrert satisfies the
rrquirrrrrents of NEPA.

Non-budgetary, reporting requirements to Congress.
(otranemos. mu bedgrtary impact limits camplaitts seeking judicial review to ND days alter date el any

regelatine.

(otranemas. no budgetary impact Overrides existing taw (ANtICA's title T winds delineates procedures
foe transportation rights of way witlrhr the Utasba refuges, including the WEWR

Non-budgetary, reporting requirements.

EXTRANEOUS PROV)S(ONS, RECONCILIATiON 1995—Cont(nued

Subtitle and Section Suhjkt '. . .. dget Oct Violation Eaplauslian

flue I

COMMITTEE: UGRICtItTURE

Cempliance: 1.5 yes: 1 no

1113((3((B( Creates a tempoeary qusta for seed peanuts 313R1l)t( No budgrtary impact
1111(b) Terminates tree Astistance program 313(b((1((e( No budgetary impact
1113(c) .. Provides for Sale. lease tr transler of Peanut quttas 313(b((1d) .. .. Savings are incidental.
1113(eX2( . Makes available additional peaauts if market price raceeds 128% tsar rate .. 313(b))1))e) No bsrdgetary impact
1115 .. Sasirrgs adjssOrrrent to proeate payrrrerrts to farmers if dehcit targets aren't met 313)bX1HA( No budgetary impact
1116 ... Sense ol the Serrate roqarding Ethantl 313)bpll)(e( .. .... No budgrtaey impact
1281 . Establishes Eevimrrorrm:tal lrrcontivos Program .. .... eg title out tf compliance—spends marry.

BYRD RULE VIOLAT(ONS, RECONC)L)AT(ON 1996

Subtitle and Section Subject Budget ect Violation Explanation

DUE: II

COMMItTEE tOIlED SEANCES

Compliance 1st Year No: 5yoars: Yes: 1Years: Yes

1421a.(a( Sale Reqrrirrd. The sate ol the hits Hills. Ce sun in 313(b((ltyE) There is a loss of offsetting receipts in the outyears that is not offset with he titlv. Spocihcally. CBO
the NPR. estimates that selling he NPR will result in a inns ol ollseairg receipts in years 2C03—DS of 61.02

billion. Thus, the provision produces reenrue ltsses in years not covered by the budget rrsolution
14215(v) .. treatrrrevt of Ststr ol Calilomia. Reservation ol 1 313)b)(1t( This presision amounts to Calitoreia's price foe waiving its claim to the land within thr NPR. this 1

percent of the sale of the Elk Hilts sire in the percent setaside does nut scoee because the spending is subject to appropdatioos action
NPB to setttv claims with the State of Califoreia

1421.a.)l) Maintaining Etk HIls Unit Prndroction. Sets require 313)b)(ltyt( This provision provides rio change in revmrse no outlays and is thas eatraneous.
nrerts foe Elk Hills to mairrtain production till
sam is complete.

1421a.ty)3) Notice to Congress. Establishes a sense ol the Con 313(b()ltyt) As a sense of the Serrate, this provision produces no changes in revenue no outlays and is thus eatra
gress rrgarding the Secretary of the Energs ap nouns.
pvuual of the (lb Hills site in the NPR.

1421a.A) ........ Joint Roseletion ol Appreval Pussides last track as 3t3))tXt) This prevision does not produce arry strange in rennrue no eutlays and is thus eatraneous
tlroeity toe covgressiosat approval of the sale ol
the Elk Hills site in floe NPR

1421.a(1( ...... Narconrpliaoce with Deadlines. Requires the Soc 313Ov(1Rt( This provision predaces no change in revenue or outlays and is thrrs extraneous.
reoary of Energy to entity Coargress it the sale is
delayet

7421.a(m) — Oversight. Requires the Curepholler General to mon 313Ap(ltye( This prevision preducos no change in revenue oe outlays and is thus extraneous.
itor the sale.

1421.b.)a) Sale Required. The sate ol reserees in the NPR 313Ov)tXE) Them is a foss of oflsettirrg receipts in the outyears beyond 2602 that is not ollset within the title.
other than that at Elk Hills, CA. ttrss. the prevision prtduces resenuo losses in years beyond the years covered in the budget resetu-

rite
7421.b.( .. .... edminirtrefion ol Sale. Applinr; subsections c. d. h. 313ty51e( This provisim pmdacos no change in revrmoo er outlays and is titus extraoneos.

i. j, k. I m, and n er section 1421.a. ol this title
to floe sale ol sites other than Elk Hills.

1421.b.Ap(C( .. . .. ... Joint Resolutim ol Vpprevat Provides fast track au 313Ap(1)(A) This provision produces no change in revenue no outlays and is thus ertraorousu.
thority for congressional carsideration of the sale.

EXTRANEOUS PROV(SIONS, RECONCIL(A110N 1995

Subtitle and Section Subject Budget Act Violation Explanation

tIRE Ill

3602

3001Ap

COMMITTEE: BANKING, HOUSING. AND URBAN OAFAIRS

Compliance: yes

Deposit hrsurarrce Study. Requires Secertary of the 313)bDTRU( lrrstitsting a study rIses nut have an impact on the deficit (Not in cost estimatel
Treauoy to conduct a study nor converting the
FOIC itto a selflorated deposit insurance system.

Merger ol BIP and Self 313(bgl((t( _..... Has rio irrrpoct on the deficit

TIRE th

COMMITTEE: COMMERCE. SCIENCE, AND TRANSPORtATION

4002 .... Annual Rrgalatory Fees

4001(a((C()ii( ...... ..

4021...... ..

4022(a) .. ..

4022(A)
4033......

Spectrran language p. 201. lines 2—23
limits on Coast Guard User Peos
Oil Spitl Recovery Institute
Use oI Section 1012 in atasta
Disaster Pund'reg br Raiheads

4034 .. .. Grade-crossing eligibility

Subtitle U. Uranium Enrichment Cor-
poration:
S002 -..
SO04(d2) & (3)
5013(a)(1))B) ..

TIRE V

COMMItTEE: ENERGY AND NAIURAI. RESOURCES

Carrrpliance in 1. S and 1

Statement of Perpose Ov(tRe)
Proceeds 1He(
IowIevvl Waste Ap)tfle(

5013(c) low-level Waste Ap(1((e(

Subtitle B, 001
S100 ,. ,. Coliforein land Directed Sate Byrd 313Ap(lflD( Savings are merely incidental to the transfer of Pederal land paurd Valley) to thr State ol California foe

the purpose of creating a low-level radioactive waste site.

Non budgetary.
Non budgetary.

Non-budgetary, requirement that DOE accept low' level waste from any opmotoe of an emicborrret Iacil-
itp

Noe-brodgotary, wainer of liability foe State no Interstate Compacfs requirement to accept lone level nu-
clear waste from any eoeiclrment facility.

Subtitle C, ANWR
S202 Purpose and Policy 313Ap)lflD(
S206 Udequacy of 1601 ElI 313Ov)t((U(

S102(pl, second seotvrrce . Special Yreas 313(b((1e(
S212 .. Eedited Iud'rcisl Review 313Ap)1)(U(

S213 .. Rights of way Requiremerts 313Ap)1((U(

New Rooeeroes .. .. 313Ap(1A)S21S( ....
Subtitle 0, Park Entrance Pens:

S300)a((3( —

S300(a((1O)

S301

S302

S3OS)bpl2)

Pros

Peru

Challroge Cast-Share tgreemnsts
Cost Recovery

eltocatiar and Use oI Pees

3l3tyglge)
313tyty1))O)

313)bXlflt)
313)BD1)(tI
313)bfllflA(

flmrbudgetary. authoeicotioo oI appropriations.
Norr-hudgetary, report to Congress on lee coltectites.
Nonhudgetary. authoeioes Secertary to enter into challenge cost-share agreements.
Non-budgetary, cost recovery for damage to National Parbu resources.
NooBudgetary, rvpoeting requirements to Congress. )socond sentence)
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Subtitle and Section

Subtitle K. Water Projects:
5510(2)

Subtitle P. Federal Oil and Gas Roy-
alties:
5509
SS1O

5512
5513

Sobtite H, Mining:
5709

Port It 5920

Medicare Ctroice Plans
Medical saoings accounts
Special rule for cod-stage renal disease
Report to the Congress on Medicare Choice
Dnnoostratisn project on rrarhetbased reimburse-

nrent and competitive pricing.
Report on the temporary certification of cserdinated

care plans.
Partial capiratien demonstration

General provisions related to Part
Oevntspment National Prospective Pagment Rates

toe Current Nvn-PPS Hospitals.
Hospital-specific adjustment ttr capital-related

costs.

Revisions of euceptions process under PPS
Medical review process

Report by Prospective Payment Commission
Prnsisinns Relating to Part 0

Pagnrnsts for clinical tab diagnosis services studg
and report

Upgraded Durable Medical Eqaipmerrt
Physician supervision of nrrse anestlretists

Prnvisinvs Relating In U and
Treatment nt Assisted Suicide
Administrative provisions

Repel to ProPUC

Rural Areas
Medicare-dnpeedert, small, rural hospital pagment

raterrsioes.
Medicare rural hospital ttenibitity program
Rural rmnrgeecy Access Core hospitals
Udditienat payments ton phgsicians Services tur-

nisbed in shortage areas.
Payments to physician assistants and nurse practi-

Hovers.

Demonstration projects ter tetemedicine

PrnPUC recerrrnrendatisns on urban Medicare de-
pendent hospitals.

Health Care Proud and Ubsne Prevention
Esrablishment nt minimum period nt eaclusinn tar

certain individuals.
Anti-kickback penalties

Data Collection Program

Other Provisions tur Trust Fund Setvency
Eligibility Uge for Medicam

Transfers of R to Part U

Badger Eepevdilssm limitation Tool (DELI)

s1s(bgr)(U( Eetraneoos. on budgetary impact. Clarifies the Secretary's option to take royalty nt nit and gas in hind.
313(b1)(U( Enraneees. on budgetary impact. Requires Secretary to streamline royally management mqvimmonls.

sad submit a report to Cangiess.
313(b)(tpiU( reoraneons. on budgetary impact Delegares certain auditing responsibilities In stales.
313(h)W(U( Extraneous. ru budgetary impact. Changes the standards for assessing civil penalties.

313(bfyt)(U( Eusranemss, on budgetary impact Stipelates how monies to states can be spent.
313ly)(1((U) Eatraneons, no budgetary impact Enacunont of this section would have no impact on receipts because

the baseline already assumes that the UIM and the Freest Service would rarse lees by this level be
ginning in 1990.

llTt.E VI

COMMITTEIt ENVtRONMENT A PUBLIC WORKS

Compliance in 5 and 7, not in 1

3t3(hR1XC) These demensteation projects am not within EPW'sjunisdictisn.

TITlE OIl—SPENDING

COMMITTEe FINANCE

Compliance: No in 1996 and 1995—2000

Creates Medical Savings Accounts. notates the deficit bg $3.S billion ever 7 gears.
Produces no cisange in outlays or revenues.
Produces no change in outlays or revenues.
Produces no change in outlays or revenues.

Produces no change in onflayt or mvenaes,

Produces no chonge in outlays or revenues.

Requires Seaetary of HHS to develop a proposal and mconrmendatiesrs. Produces no change in nutlags
or revenues.

Redistributes payrnmrta among hospitals. Merely incidwrtal to deficit reduction.

Changes eoceplinrts process Merely hrcidmrtat to deficit reduction.
Requires HHS to establish a medical review process se eoamion effects of provisions on estondnd care

services. According In COO, produces no change in ontlags or reversws.
Requires ProPUC to submit a report on SNF services. Produces no change in outlays or revenues.

Requires 995 to prepare tsudg of fee schedule for clirical tabs. Produces no change in outlays or reve-
nues.

Prednces no change in outlays or revenues.
Requires fillS In revise regulations on anesofresia uervians. Produces on change in murlags or revenues.

Prehthita payments for treatment of assisted suicide. Produces en change in outlays or revenues.
Codifies cerrmrt status of Indian fwatth facilities and Christian Science Prnvidvru as Federally qualified

health centers. Prudsores ru change in outlays or renereres.
Requires PROPUC In stubmil an annual report to Congress on Home Health poynrmt methodnlegy. Pro-

duces no change in outlays or revenues.

Rn-institutes Medicare Dependent Hospital prograni Costa $0.4 billion over 7-years.

Designates critical access hospitals in nsral areas. Costs $0.2 billion ever 7-years.
Establishes new program for REACH. Costa $0.2 billion over 7-gears.
increases payments to rurot primary care physicians. Costs $0.4 billion over 7-years.

Pa physician assistants and nurse practitioners BS% for outpatient settings. Costa $0.3 billion over

Authoricolion for dernnnsoratiun precf grants for Telemedicine. Produces on change in setlags or reve-
nues.

Directs PrePUC to make recommendations on hospitals thaI have a high number of Medicare patiests
and patient days Preducas ou change in wstfays or revenues.

Cod Wes aurvent practice. Produces on change in outlays or revenues.

Directs Secretary In steely benefes of volume end combination benefits onder Medicare Produces no
change in outlays or revensws.

Requires 995 la establish a nntinnat fraud and above data collection program. Prevision increases tire
deficit.

Raises eligibility age of Medicare frmrr 65 to 67. Produces on change in nullays or revevons during 7-
pear period.

Transfers premiesnr and deductthre savings In Part-U trust fond. Produces on change in outlays or reve-
nues.

Producos m change in outlays or revenues.

EatraneenC ou budgetary impact Statement of purpose.
Extraneous, ou budgetary impact Lays nut reqrsirernents Inn slate plans including: (1) general descnip-

lion; (2) objectives and peefnorsunce gouls relating In clsildheod irrvnunicatisns. infant mortality and
standards of care: 13) factors slates might consider in specifying objectives and gouls: (41 perform
once measures.

Eatrarsemss, ou budgetary impact States are required In submit repels which inclvde summaries of: ea-
pnsrdilores and beereficinries; utillautims: achievement of performance gouls: program evnlsralions,
fraud and abuse and quafity cnntenl activities: administrative roles, end respenubilities, including
nrganicatiosral charts, costs. interseate compacts, and citations to stale statutes: and inpatient hos-
pital payments.

Eateaneons; no budgetary impact Defines germ-al categories of benefciaries Ire use in State plans and
repnrss

Eatranvons; no budgetary impact Requires stares In hove an independent entity evaluate its Medicaid
plan evny three years

Eateaneeus.' no budgetary impact Requires state plans In include a desceiprion nf Ibe process urdor
which Ibe plan is to be developed and implemented.

Eatraneons, no budgetary impact Requires stales to give public notice of, atlvw public inspection of.
and consider pubfic comments on stale pima before submission. Does nut apply to revisions. Speci-
fies whut is In be included iv the notice ban the amendments mag be descrihedi where the nutice
mag be published.

Eatearreons. on budgetary impact Requires slates to estabtish and maintain at least 1 adnisery ctro-
mince. Specifies ivssses on which states most consult with the advisery cummittes, and the gee
graphic diversity of the advisory conrreirlee.

Eateaneons. on budgetary impact The Secretary is to establish and provide administrative suppers for a
Medicaid lash Ftrce; membership is specified. An advisory group is to be established for the loch
Force; the roenrberslrip nt tbe adeisery group is specified.

Eateaneonc no budgetary impact. Slate plans most serve all political subdivisions, provide for making
medical assistance available In ang pregnant woman or child under the age of 12 whose faroilg in-
come does not exceed iTO percent of poverty and In any individual with a disability.

CONGRESSIONAL RECORD — SENATE
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Subject Dodger Uct Violation Eaplmatinrr

Hetch Hetchy Dam 313(b)(ty)U( Extraneous, ou budget impact Sets up fund subject to appropriations.

October 26, 1995

Royalty In Kind
Repalry Simplification

Delegatinn to Stales
Perfnmrance Standard

Bse and Objectives of Stale Funds
Radio and TV Site Commanicutinnu Fees

Sectitn 6002(c) Rescission nf appropriated demnvsoration prnjects

Chap. 1
1095U(b)(1)ffl)
1095U)c)(2)(fl)
1095M(d)(3(

lB9SMffl

1O9SR)c( ..... _.

1O9SR)l)

Chap. 2:
7012(c)

7013(c)

7013(d)
7035

7037

Chap. 3:
7043(c)

7044(c)
7050

Chap. 4:
7056
70S7

7061(a) ....,.

Chap. 5:
7071

7072
7073
7074

7075 ..

7076 _..,..

7077

Chap. 6:
7112

7116 .. _..

7121 —

Chap. 7:
7171 .....

7173 ..

7175

Subtitle B, 7191:
2100(a)
2101

313)hRl()fl(
313)hR1XU)
313bj1()U)
313(bR1U(

313(bXl))U(

3t3(b1)(U(

313)hfll)(U)

313)hR1XD)

313(bRr()V(
313)h))1XU)

313(bXl)(U)

313)h)(1)(U)

313)h)(1)(U)

313(bflh)(U)

313)h)(lbjU)
313)h)(lbjU)

313)hRl()U)

313)hR1XB)

313(bXl)(B)
313)h))1)(fl)
313bj)(1)(fl(

313)h((1)(B)

313bj1)(U(

313)bR1XU(

313)h))1((U) .,..

313(bN1RU)

313(b((lbjB)

313(bR1XU(

313)hbjl((R) ..
313(bRl)(U)

TITLE VI

COMMITTEe FINANCE—MEDICUID

Cumpllance: bet in 1, out in 5, in caropliance in 7

Psurpese 3131hX1)(U(
Discdptinn of Strategic Objectives and Performance 313)hbjl)(U)

Gests.

2102(a) Annual repels 313(b))1RU(

2102(a)

2103

2104

2105(a)

Special Rules

Periodic, Independent Evaluations

Description nf Process for Medicaid Plan Deveiop-
ment

Cnmaltation in Medicaid Plan heveioprocet

313)bbjlbjo)

313)bR1RU)

313)hR1RU)

313)h))1RU)

2105bj) Advinery Committee 313)h))1U(

2105 Medicaid loch Force 313dy()lflU)

2111(a) Eligibility and Benefits 313bj1))U)
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Subtitle red Section Subject Budget Act Violation (aplrnatimr

2111th1111 Elements Relutiug tu Eligibility 313(b)I1IIAI

2117 .. .. _.. Tterbnout ut tncrme und Resuences 313IhII1IIAI
2121 .. ... Allutnrent of Funds Among Stat's 313IhII1IIB)

2122 ...... Payments On States 313IhI(1)IAI

trtruveuus; ru budgetary impuct. Pluns ure required tu describe: limitations en eligibility; eligibility
stuedurds; methods ut establishing nod continuing eligibility und enrollment tIre eligibility utandurdu
tbut protect tie income und reseurces of a manned mdividuat who iu livirrg in the community and
whose upeuse ru residing er an institution hr order to prevent the imposensirment of a cemmsnity
spuose.

tatruneevu; en budgetary irrrpacr. PIano are required to deocibe: the amount, donation and scope of
health care servrceu and items covered including differeeceu among pepulatiuo groups; dehvery
method; under what circumutance fee-for-oeroice benefits am furnished; cost-sharing it any; And uti-
lieatioo incentives.

Eotraeeees; en budgetary impact Sets forth crAnia for hospitals that are to he eligible for disproper-
tionate share hospital 10901 payments.

Eotraeeeuu; no bsdgetary impoct Requires plans to provide medical ausistaece fur immuniealioes ton
children eligible for medical asuiutance in accordance with a schedule for immunieatioeu estabtished
by the Health Oepartnreoo of the State.

Extraneous; no budgetary impact. States shall provide prepregoancy planning services and supplies au
upecifued by State.

tatraveevu; no budgetary impact. Prohibits States 1mm deeying coverage to eligible iudieiduulu on the
bauis of a preeoisting condition, If a State allewu a ceetrnctor to eoclude cnveroge on the hasiu of a
preexisting condition, the State must peevide for such coverage thresgh its Medicaid plvn.

tarnavewos; on budgetary irrrpact A Medicaid plan shall nut impese treatment limits or financial re
quiremeetu on mental ilhvess services which am nut impesed on seeviceu fur ether illnesses or diu-
eases. The plan may requim pm-admission screnniog. pour authorization uf services, ur other mecha-
nisms limitng cnun'nge uf mental illness services tu services that are medicalty necessary.

Extraneous; no budgetary impact State piano am required tu provide 85 percent of amount spent in FY
1995 on nw-income families; low-income elderly; and luw-incoere disabled people. tacludes asuiut
once provided to certain atietus. Includes DSff.

Extraneous; no budgetary impact Army hunds rot required to be eupeeded under tie set-auides may only
he esprnded for medical assistance for eligible low-incense individualu, medicatly-retated seeeicrs,
red adminiutration.

tatraeeeus; no budgetary impact States may not impose cost-uhorieg en pregnant women red children
under 190 percent of poverty fur primary or preneneive care under the Medicaid plan, unless the
charge is nominal. Stases may impose cost-sharing to discwrroge the inappropriate use of emergency
medurat services. State may iurpese prenriumu and cost-sharing differentially.

fletraneous; no budgetary impact If a stare plans to coetrnct with a capitated health cam organitatioe.
the plan must ceeta'm descriptienu of the actuarial science that will be used on avalfne health care
espeesdisures and ether data, the genmal qualifications required by the state, how data will be dis-
seminated to contractors, aed trw enrollees wilt be idestifed. Stareu muss provide public nation
aheut capitatioe rates unlesu the information is designated as proprietary and seek public comment.
Thiu secreo contains delln'aimts;

Eatruneous; on budgetary impact Outlines utare ftesibility in benefits, provider payments; geogrophical
coverage ned uetection of providers. Says that states do nor have any upecific mupensibility to berm-
ficiaries or providers for particular services or paymeets or for consistent benefits and payments
throughout a state. Presides fleoibitity lar conorncting with managed cam providers or case manage-
ment services.

Eetrrnneeos; on budgetary impact States that no applicaets; beveficlaries, provides or health care
plans hau a right to sue if a Stare faiis to comply with this law or with the provisions of a Medicaid
plan. Provideu that no promo shalt be esctuded Irmrr participation iv any program fended ureter this
ritie or the ground of ses or mtig'vn. Outhves pmcedoxres wOmen State is found ta discrim'usatt Stateu
that eothieg in this seohsectious may be coeosoued as affecting any rctiono lororrght order Stare law.

Eatruveous; no budgetary impact Speusat htrpaverishment Includes deflieitiues.
Eutrorreous; costs. This section contains the — of available fords. the section outlines pmocedsres for

determierrog a state's allotment It provides for allowing stateu to draw down future afloonreets or
carry over 1858 fueds. It sets out procedures for notifying state of their allotreevts and catlu for a
GAO review ot the aflotrenrts. This unction abe ccurtaino definitions.

Sets forth payments to States for medical assistance, medically related services, red rdmivistratiue es-
peeves, in relation to the state's Fedn-nl medical assistance percentage )FMAP). which am defined.
Mahes provisions for overpaymeets. Contains mstraivts ov provider-related donations and terlth
cam-related trues; includes a waiver for broad-hosed health care taoes not related to paymtrnrts.
Contains defivirierns. Includes tresfoorett of the Territories red bndion Health programs.

Eatraneours; no budgetary impact Serpewaiver. Altvws state to use up to 30 percent of the grrvt during
a fiscal year to caey out a Stare program pursuant to a waive granted under Section 1115 involv-
ing tie new Tntrp. Assistance block grunt. MCH block grants, SSI. Medicare. Title AX (SSBG) red the
Food Stamp program. States required to approve or disapprove waiver withie 95 days and State are
to ermcourrge waivers.

trtrnneous; iou budgetary impact No payments are to be used fm providers excluded from participation
under other programa including MCH block grant Medicare and stole AX. Definem Imatreent ol third
party liability. Medicaid is the mecendary payer Or any other Federal operated or fnrnced health care
pregram. No payments shall be made to a state lar medical assistance ferroithed to an ahoy who in
rot lawfsrlly admitted for pertnaeeot msideece, esceps lar emergency services. it the alien othwwise
meets the eligibility requimerents for Medicaid and an 55cr mtrted to orgae traesplaets.

tatrnnewom; en budgetary impact No foods am to be made to a State for any amount eqsevded to pay
for any aheetien or Or assist in the porchase in whole or in part of health benefit coverage that in-
cludes coverage or ahettine. Does yes apply in the case of rape m incest or if the wmean'u life in iv
danger.

tatranenus; no budgetary impact No paymevts made to pry for or assist in the parchame iv whole or in
part of health beneta coverage that includes paytrrevt lar any dmg, biological product or service
which was hanisimd for the purpose of caesieg, or assistieg in causing, the death. outicids. eritba-
oasis; or mercy killieg of a pence.

tatraveous; en hrrdgetary impact No payments shalt be used to purchase or improve laed or nouutrsct
or remodel buitdngs. to pay rome and board escept whey provided us purl of a temporary. reupite
care, to provide educational services without regard to income, or to provide nocutinval rehabilitation
or refer emplnymtnt and training services aroiluble through ester programs.

Extraneous; no budgetary impact The Secretary is so set aside 1 percent of the pant amount to be used
for grants for primary red preventive health cure services At noral health clinicu and Federal quali-
fied health centers.

Extraneous: no budgetary impact Requires annual audits of State eopenditures. Requires states to
adopt and maieoain fiscal coetrets, accounting procedures, and dutu procesuing safeguards which
are consistent with geveralty accepted accovetreg principles.

Exlraeeeus; no budgetary impact States are reqroimd to have programs to detect aed prevees fraud and
abuse. Includes program requirements. Requires Stales to mpuxl intonnution abed providers st-
cluded from pregran to the Secretary and Stare medical Iicees'ng hoard.

tatranenus; no budgetary impact States am required to have reporting systems about prxredingu
against providers.

tatranvous; no budgetary impact States are required so have Medicaid fraud units. Organirrt'nn of unit
is specified. It 'st to preside for cotectimn 01 everpoyments.

Ertrreenos; no budgetary irrgouct Each State play shatt tabu masanable steps to ascertain the legal Ii-
abitity of third paxtivu to pay Inn cam rod services under the play. Presides protecoioes to beuxe-
ficianes. Providem penathes in the form of reductioes of payments On a persue who violates this nec-
ties;

Estraneous; no budgetary impost. States are required to have laws that prohibit insurers bum denying
enrollment of a chAd esxder the teatth covmage ol a parent on the ground that the child was bow
eut-ofi-wedluch, in not claimed on the pareos'u incense taa rewm, or does not reside with the parent
or in the insurer's service urea. Contains further provisions to assure access to health insurance for
kids with divorced pamets;

tatranenus; no hrxdgetary impact Stares may tahe appropriate action to recover front re individual or
estate any rtxreests paid as medical assistance to or oe behatt of the iedividual under the play in-
cluding through the anpesition of lies against property or the estate. A state may not impost a lien
oe the principal residence of moderate rolue or the family frov owned by the iedrvidual as a esedi-
tion of the spouse of that individual receiving long rem care.

2111101(2—6) Desa'rption of General Elements — 313)bXl)(A)

21116))(O) Supper for Certain Mespitrlm 313(bNl)(A(

2111(c) — bumuniaasima for Cttildree 3136)))1((A)

2111)d) Fanily Plaveing Services 313)b)(1)(A(

2111(e) Prreoistieg Coeddiou Exclusionu 31310)0)19)

2111(ty — Mental Health Services 313)b)(1)(A)

2112 — Set-asides For Popolarioe Groups ...... 313)h))lflA)

2112(d) — Use of Residual Funds 313)h)(1))A)

2113 Pmemieros and Coot-sharing 313)h)(lflA)

2114 — Description of Precess for Dervloping Capitatise 31310)01)9)
Payment Rates.

2115 .,... Cosfnrction — — ... 313)b()lxA)

2118 — — —. Causes of Action 313)b))1))A)

2l22(g) ..... .. Authority to Use Port'oe of Payment for Other Pur- 313(b))1)N)
poses.

2123 — Limitation mu Use of Fuedu; Disallowance 313dg(1NA)

2l231g) —. — Limitation mx Payment for Alax-tiess 3136)N1)lA)

212310) .............. — Treatreent of Assisted Suicide 313)b))1NA(

2123(I) .... — ...... Ururuttovired Use of Fuvds 313)h)(1))A)

2124 — Crrst Program for Corranuvity Health Centers red 313)b)(1XA) —

Rural Health Clreoru.

2131 Use of Audits to Achieve Frv-atf lstegrity 313)bNl)(A)

2132 - Fraud Prvoent'en Program 313)hpi1A)

2133 lnfnnertioe Concerning Sanctiouvu Irkee by State 313)hXl)(A)
Licenuing Authorities against Herlth Care Pracei-
tiuruers red Providers.

2134 ..... - Medicaid Fraud Control Units 313)b)(1RA)

2135 — — Recoveries from Third Panics red Provideru 313)b)(1RA)

2135(t) — Required Laws Relating to Medical Child Support ... 313)b))1)(A)

2135(g) — — ..... Estate Recoveries and hess penoritoed 313)b)(1))A)
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2154 . Secretarial Authority

2111
2112
2173

71g2

Subtitle C. Under 1201:
401

402

403
403(a)(2)(C)

403(aty3)

403(bty2)

Authority to Reserve Certain Aairounos for Assistance 313(b)(lXa)
authority to Operate Employment Placement Pro- 313(b)(1)(a)

gram.

Timing of Payments
Federal loan Fund tar State Wettare Programs

Indian Tribes that Receivn JOBS Foods
leb Placement Performance Bonus

Contingency Fund

Vocational Educational Training

limitation err Vocational Education ...

Penalties Against lndisidaals

Sense of the Cangress

Errcaaragemeet to Provide Child Care Services

Requirements and limitations

tin assistance for Mere Than Fiun Years

Oenial of Assistance foe Fugitine Felons and Proha-
lion aad Parole Violators.

State Option to Require Assignment of Support

Oerial of Assistance

Promoting Responsible Parenting
State Option to Deny Assistance for Oau-nf -Wedlock

Births to Miners.
State Option to Oeny Assistance For Children Barn

to Families Receising Assistance.
Requirement That Teenage Parents Live in adutl-

Saperuised Settingrs
Eaceptioa

Assistance to Slates in Providing re lecuting Adult-
Supervised Supportive living Arrsngnrrent for.

Requirement that Teenage Parents Alsend High
School or Equivalent Training Program.

Extraneous: no budgetary impact States may require as a condition of eligibility that individuals: as-
sign to the State any rights to payment for medical care from arty third party: cooperate in estab
liolring paternity if the person is a child barn nut of wedlock and or obtaining support payments for
himself and such a child unless the individual is a pregnant wnmun or is feend to have good cause
for refusing

Extraneous; no budgetary impact. States are required to establish nursing home standards. Provides
procedures for when a Slate deteenines Ihut a nursing home previously certified fur participation no
longer meets Ore reqrireerenss.

Eatranenus: no budgetary impact States are reqsired to make poblic hndings of any survey of any
health care facility or nrganeaoinn. Record keeping of services provided In individuals required.

Eaeranenus: no budgetary irrrpacs. States are required In nuberil plans that meet the requirements of
this title as a condition of racniving frurding.

Extraneous: no budgetary impact States may amend their plan at any time, States must prnvide public
notice of any amendments that eliminate or restrict eligibility or heneBts.

Ealrareous: ire hedgeoury impact Secretary is required to review plans and amendments promptly. The
Secretary must netify a State within 30 days if its plan suhotanlially violates a requirement of this
title and will issue an order that the plan is not In become effective, If upon fording the adminislra
lion of the plan to he in violation, after notice and opportunity for a hearing, the Secretary shall
order remedy. Provides for Slate response, corrective action, review, failure to respond, judicial bear-
ing.

Eon-areeus: no budgetary impact The Secretary and the State can negotiate a satisfactory resolution In
any dispute concerning the approval of a Medicaid plan.

Eon-aneeus: rer budgetary impact
Entnaneeus: ee budgetary knpact The Secretary may waive certain requirements for the Territories.
Eon-aneous; no budgetary impact State plans must include provisions made for any Indian health pro-

grams operated under Ike plan.
Enoraneous; no budgetary impact No payment shall be made In a state fur covered outpatient drugs

unless the manufacturer has entered info a Medicaid rebate agreement with the Secretary. Stales
are not required In participate in the Medicaid whale agreement

Eatrareous: no budgetary impact. allnws States with Section 1115 waivers on opt on continue In operate
such a waiver, and ta cunoinne Ia receive fending under the waiver, as bog as it dues mo euceed
funding granted under this Tide. If states opt on terminate a waiver, they ore held haronless far ac-
creed cost resonality liabilities.

Eatranesus: no budgetary impact Aullcriaation of appropriations. The Secretary is enqoired on develop a
national classification system to identity children with special health cure needs. The Secretary is al-
lowed In make grunos to net mere than S States In corldscs S-year derrorrsonaoiorr prejects Ia lest the
reliability of the classificatier system, develop melhods of assuring quality cane for childme with
special needs, provide for methuds to identity these clrildrerr. These projects will develop adequate
capitatinn rates for those children.

Eon-anevrus: no budgetary impact. COO is to prepare an annual analyse of the effects of these amend-
ments en the health insurance status of children, retirees, and the disabled and to report by May
15.

Entranneus: ne budgetary impact
Eotraneeus: no budgetary impact Requires States to have a writles plan and to make the plan avail-

able to ohe pacihc.
Eaonaneeius: costs. This sector establishes the block grunt
Eatraneous: no budgetary impact Requires Secretary on neoity the Soale 3 months in advance about the

amount a Slate's grant rell he reduced In pay for the laeqram for Indians in that State.
Extraneous: casts. Provides additional grants In States with higher pepulalion growth arid average

spending less than the naoiunal average.
Extraneous: no hedgelary impact A State may apply to a family sense or all of the rules, including ken-

cUt ameunls. or the pnngrnm operated by the family's funner stale if the family has resided in the
cumneno state less than 12 months.

Entrannemus: no hedgotary inpact Allows States on reserve for assistance or child care.
Extraneous: no budgetary impact allows States to make payments or provide vuioclsers to State-ap-

proved public and private job placement agencies that provide employment placomeno services to
people who receive assistance.

Ealraneous: no hedgotary impact Allows for quanterly insoallreerls
Eotraneeos: COO states in a footnote that under the rules of credit relwmn this does neo ocain. Estab-

lishns a S1.7 billion "rainy day" revolving fund. Stales must pay hack loans with inlerost
Eutrannees: cuslu. Gnarl for Indian Inihes to maker work activities available.
Eatraoeeos: cost Establiohes a bonus fund to reward States for high job placemnemso rules, Paid for aol

of tatals.
Extraneous: casts. Provides $1 billion for matching grants to Stales with high unemployment Requires

100 porceno mainoenance of effort.
Ealraoesus: does neo ocore. linnits Stales frwn counting mere than 1 yeer of vocational educaoiov us a

work activity.
Nvl more than 25 percent of adults engaged in wooh are allowed to meet the worh requirement thnough

vocational educational trainiro
Slates use required to educe the amount of assistance payable to a family if an adult refuses to en-

gage in work activities
Ealranesus: dues not ocone Slates are encaernged to assign priority to requiring adults in 2-parent

families and adults in single puneno families that include older preschool or school-age chiltheo to
he engaged in wont activities

Ealranesus: does net sceee. Stares may treat individuals providing day care to other participating indi-
viduals as meeling the work reqoiroronnets.

Ealraneeus: does nel scare. Requires Stales 10 enter into personal responsibility contract with families
receiving assistance,

Eatraneeus: does net scare. Stales may not provide assislaace for mere than 5 years on a camulaoive
basis: can opt to provide it for less than 5 years.

Eatramesus; dues neo score. Fugitive felons, those on probaoiun and in violation of parole are not eligible
for assistance, allows for naclrange ol intoxonatioms with law enforcement officials Ion purposes of en-
forcing this seclioo.

Eutraneous: does not scere. States may require thaI 'oofividuals assign to the Stale any rights to sup-
port trem any other person.

Eoosaoeeus: does not scare. States may neo provide assistance 00 a larroly with respect to any minor
who is absent for 45 days, er. at Stale option. not less than 30 and nol resin than go censeculive
days. allows for good cause esceptians.

Ealsanesus: dues net score. Sores of foofings
Eatraneooos; does vol scare. Stales may deny assistance toe a child horn ouo-el-wedloch to an individual

who has not attained 10 years of age, or br the individual.
Eoonaneeros: does not score. States may deny assistance for a minor child whe is hero to a recipient of

assistance.
Ealraneeus: does not ocune. It a State provides assistaace to an uroriann'ed teenage mellrer'. that indi-

vidual must reside with a pames, guardian. or other adult netaoive.
Eaosaneeus: does ouo scare. Eacapoinn is prevofed if the individual lives in an adult-supervised living

arrangement (such as a second chance heme.) States can help locate soch an arrangement
Extraneous: casts. Provides S2S million in grunts to States for supportive living arrangements such as

second chama homes
Ealnaneous, does net score. State shall not provide assinlance or, ao State option, shall reduce assist-

ance for someone who has net completed high school and er not in school on an appeosvd of ten-
naIve educational or training program.

CONGRESSIONAL RECORD — SENATE October 26, 1995
EXTRANEOUS PROV(S(ONS, RECONC(L(AT(ON 1995—Cogtigood

Subtitle and Section Subject Budget act Violation Eaplanatioo

2130 assignments of Rights of Payment 313(bRTXA)

2137 Quality Assurance Standards 1w Nursing Facilities . 313dg(1)(a(

2130

2151

2152

21S3

OOrer Provisions Prometing Prgre broegrity

Submittal and Approval of Medicaid Plans

Submittal and approval of Plan threedments

Sanctions too Substantial Noncannpliance

313dg(lplA(

313(bXl(ER(

313dg(1pl(

313(btylga(

313ge(1((a)

313(bX1ft(
313(bglga(
313ag(1)(a(

313(b((1)(a(

313(b((1((a(

OeSnitions
Treatment of Territories
Oescriptions of Treatment of Indian Health Pro-

grams.
Medicaid Orog Rehate Program

7193 .,,,.,,,,....,,,,.,,.,.,,,,,,,,,,,,.,,,,,,,,,, Waivers

71g4 .................,,,,..,,,,.,.,,,..,,,..,,,,,. Children with Special Health Care Needs ............... 313dg(lga(

7195 ..........,,...,,,,,,.,,,..,,,.,.,,,.,,,.. CR0 Reports .,.,,,,,.,,,.,,,,.,,,,,,,,,_,,,,,,,,,,,,,,,,,,_,,,,,,,,,,,,,, 313(btyly(a(

Title VII

COMMITTEE FItIO0ICE—WELFaRE 0010 OTHER

Compliance: hao in 9, net in 5, in compliance in 1

Block Grants ton Temporary Assislance for Needy Families

Porpose
Eligible Slates: State Plan

Payments to States and Indian Tribes
BotiScation

Suppherental Grant for Population Increases in Cer-
tain States.

Treat Inoenstate Immigrants Under Boles of Fanner
StaOe,

313(1pl(
313(btyl((a(

313(bRltyO(
313(btyliga(

313dg(ltyO(

313(bty1)((

403(bty3)
403(bty4(

403(c)
403(d(

403(e)

403(0

403(b)

404(c((3flf( Provision in paremro
lines 8—10.

404(cty4(

404(d)

404(0

405

40S(btyl(

40S(d)

405(e)

405(f)

400(u)
400(b)

400(c(

400)dtyl(

400gh(2(

40A(d))3(

400(e)

313(b((1)(a)
313ge(lfla)

313dg(1)(0)
313(bXl)(0)

313(btylty0(

313ge(1))a(

313(b)(lfla(

313ge(1)(a(

313ag(ltya(

313dg)1((a(

313dg)lpla(

313(b((1)(a)

313dg(1)(a)

313(btyl((a(

313(bgl()a(

313dg(1(((
313(b((1(((

313)b(ttRa)

313ge(lpla(

313(b)(1((a(

313(btylf)B)

313(btylga(
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Amornts for Child Care

tligibilioy for Child Care Assistance
Services Provided by Charitable

Development of Pentolype of Corjrlrrfeit-resisoanl
Sec. Sec. Carrt

Disclosure of Roceipo of Fed Furtds
Mnditc.ntiuos to the lob Opportunities lee Certain

law-Income Individuals yengram.
Deeronstrslisn Peejects for Sdreel Atilisaf Inn
Parental Resfrarnibihty Ccntracts .......
Eapenditure of Fed Funds in Accwdance with laws

and Peocedreres Applicable to Expenditure of
State Funds.

Sepplnnental Fueding for Alcohol and Substance
Abuse treatment Peegrams.

Annual Repel an SSf

Study of Disability Detesnmnatiar
NsVl Commission on Fstsre of Disability
State Sepplnmeetstien Programs

tllgibilily for SSI Benefits Based on Sac. Sec. Re-
tirement Age.

State Dbligstitn to Provide Child Supped Enforce-
ment Services.

Distribution of Child Support Cotlecoines
Rights to tlotiIrcatinrslhfesrings

Privacy Safeguards

Perfonnence-Based Incentives and penalties

Automated Data Processing Reqsiremmrts (DAM)
Arrtsmated Data Processing tevelepmmt
technical Assistance. For training federal and state

staff. R&D programs, and speciat projects.
National Chitd Sapped Guidelines Ceermission

SimpliIred Process for Review of Child Seppert Dr-
dots.

State law Aurttxnrizing Suspension licenses
Denial of Passports for Ronpaynreet of Child Sup-

pert
lorematinral Child Support Enforcement

Sense of the Senate. Regarding hew states can cot-
lest enforcement costs.

Sense of the Seratt Regarding nwrcustndiat par-
ent's inability to peg child support.

Enforcnmeet of Orders for Health Care Ceserage
Ceants to States for Visitaoiinr

Information Repertisg

Reductiess in Federal Burearerracy 313(b))t))A)
Establishing flat] Goals to Prevent Teenage Preg- 313(b)(1))A)

naitcies.

Eaemptian of Battered Individuals from Certain Re- 313(bf(tlyO)
quirements.

1442 Sense of the Senate on f.egistative Accurreoshitty 313(b))titu)
for rnsfseded Mandates.

Sense of the Senate Regarding Enfoecement of 313(b))t))u)
Statutory Rape laws.

Sanceiaomg for testing Pssitive foe Cnstrotled Sub- 313(b)(1)(A)
stances

Eaplanution

Eatranrnss: costs. Presides additional funds to States that reduce srst-of-wedtuch births by at teasl 1

percent betsw 1995 ievets. and whose rates of abortion do ret increase. Secretary can deity the
funds if the State changes methods of reperting data.

totraneous: no rest impact. Nothin9 should be cosstreed to restrict the authority of a State to timit as
sistance if the limitation is not rncussistent with the provisions of this part

Eat.raneess: no cost impact. Reqsires annuat audits by an approved entity which trust be subnritoed to
the Secretaries of Treasury and HAS.

totraneout no rest impact. Secenary is required to develop a quality assvurance system of data culloc
nor and reporting. Data described.

Eatrsneous: overall casts. Requires research on benefits, effects and casts of operating different State
programs, including tine limits. Secretary may assist States in deueltping and evaluating innunstive
approaches.

totranreus: no cost impact. Requires Secretary to rseb states in order of their success in ptacing re
cipiruts mb long-tern private sector jobs. reducing welfare caseload, and diverbeg individuals from
tumnally applying.

totraneoss: no rest impact Requires Secretary to rstrb states en the basis of ont-uf-wedtoch rates ml.
atiur to lire births and changes in the out-of -wedluar ratio.

Eatraneous. Requires Census to expand the Survey of Income and Prngram Participation to atlnw real-
ualisn on a random national sample of recipients. "Secretary shalt appropriate from funds not other-
wise appropriated.'

The section as a whole scares because of d12)b)(3). but as a rest Allows States to ctntinoe to operate
under rerrent waivers.

torraneorus: costs. States who request to terminate a wsivee will be held harmless fur accrued cost
nestrality liabilities.

Eotrarenus. costs. ultows for dntrototrations of innuvatlue and effective program designs.
Eotrsneeuv. rests. Prnuides funding to Indian tribes for administratiun at grants. Requires tribes to sub-

mit plans with minimrun work requirements. Provides fur emergency assistance, accountability, pee-
altiet and data collection.

totrareeus: se rest impact Program is to be administered by such a Secretary.
Eatranenus: no cost impact HHS and Treasury may trot regulate the uarduct uf the States except to the

extent expressly provided in this part
tohsnrous. on cast impact lays out procedures for appealing an adverse decision of the Secretary.
Eotraneeus. costs. S States with highest percentage performance imprtvrment receive a beirut. Date:

this is paid fur with previous yrar's penalties su seine might claim it is deircit neotrat. Heweser. it
is a separate and discrete section.

totraneuss costs. Provides rerrent funding plus $3 billion usm S years for grants to states fur child
rem. Provides for distribution of funds and administration of pongtanrs.

totraneaus; on cost impact Allows states It determine why is eligible for cftitd core assistance.
Eatranross; on cost impact Allows stares to provide services through contracts with chanieabhs seli-

gisus. or private urganicotions.
Eohsnenus. on cost impact Authmisation of appropriations.

totrsnenrs; 00 rest impact
Eahsnenrs. no cost impact Authorization of Appropriations.

tstraneeus: no cost impact Authorization of Appropriations.

Easanress. costs. $109 miltisn for treatment

Eotraneous: no cost impact Requires Secretary to prepare an anruat repel describing the program.
previding histortat data, and making prsjrctinrs fur the future.

Eatrsnenus. on cost impact
Eotrarrenus: on cosl impact
Eatranmus: merely incidental. Repeals Maintwranco of Effort reqnlrwnento applicable to Optional State

prsgrams for supplementation of SSI. COO is unabte to estimate savings, but says they will be
small. kfost savings will accrue to the states.

Eatraoness: on cost impact within the 1-year budget window.

Eatranonrrs costs.

Extraneous: costs.

Extraneous: on cost impact Establishes prscrdutes to assure parties rrceiae notiNcotions and have ac-
cess to hearings.

Eutraneous: no cost impact Establishes a State pf an requirement to protect agsinst unauthorized use
of inlarteation.

Eatourrenus: on budgetary impact Orders the Secretary to develop a formula for the distribution of in-
centive payments.

Eohsneves: rests. Requires States to have a single system in axsrdarrce with this sectisn's prsvisierrs.
Eahsnenus: rests. Creates a federal matching rare for development rests of automated systnmt.
Extraneous: rests. This section appropriates 1% of the amwmt paid to the 0.5. in the previous Oscal

year pursuant to 415(a).
Eotranverrs: on budgetary impact This section creates a Cammission to estahfish guidelines for a na-

tional child supped policy.
Extraneous: costs. This section lists procedures the State may employ to review and adjust each sup-

port order.
tohsneeus: no budgetary impact
Eutraseaus. on budgetary impact

totraneorrs: on budgetary impact. Gives Secretary of State authority to negotiate agreements in foreign
nations to enforce child support tans.

Eutravenus. on budgetary impact

Extraneous: on budgetary impact

Costs. This provision obligates states to provide services.
Extraneous. costs. This provision requires the Administrstinr for Children and Families to mube grants

to States se that parents csn visit their chitdren.
Eatranreus: no rest impact Roqubes states to make quarterly reports with the names and addresses of

individuals krrewn to be unlawfully in the US.

Extraneous. m direct spending impact Reduction is on the discretionary side of the budget
Eatrreverrs. no spending impact. Roquims the Secretary to establish and implement a strategy for pre-

venting out-of -wedluck tonnage pregnancies. Requires a report to Cangress.

Eorrsrsevurs: costs. Eormpts from the previsions of this Subtitles D—f arty individual wfre has heee bat-
tered or subjected to euorexnr cruesy, A the appticotion of the peevisee woutd endanger the individ-
ual.

Extraseerrs: on rest impact Sense of the Senate that prier to acting on the conference report on wet-
fare, CR0 strait prepare as analysis to inclrde estimates of rests to States of meeting the wart rr-
quimmento. the resources avait able to the States to meet the reqrriremvets, and the amount of addi-
tronul reverses needed on meet the nab roquironrents.

Extraneous: on cost impact SeS that Starr and focal jorisdictism should aggressively eoforce statutory
rape laws.

Extraneous: on cost impact Aliens staIrs to sanction peopte who test pesioivr for illegal substances.

Subtirir ard Secrion Sutriect

Grant Increased to Reward States That Reduce Out-
of-Wedloch Births.

State Option to Demg Assistance in Certain Silua-
lions.

Audits

Data Cotlecrion and Reporting

Rrsesrch, Evaluations, and National Studies

Aeurral Ranking of States and Rrrview of Mast and
least Successful Wart programs.

Aenuat Ranking of States and Review of Issues Re-
lating to.

Study by the Census Bureau

au,

Hold Harmless ..

Slate and Ceunly Demonstration
Direct Fonding and Administration by Indian Tribes

Assistant Secretary for Family Support
limitation on Federat Authority

Appeal of Adverse Decision
Perfounrance Buses and High Performance Brores

406(f)

456(g)

400

409

410

410(d)

410(e)

411

412

412)b))3(

413

414

415
416

411

410

419

420
1202

1206

1201

1200

1299
1211 —

1212

Subtitle D. 551:
l2St(e)

1211 —

1213 —

Chapter 4, 1202—1
Chapter S

Chapter 6. 1295

Subtitle E, Child Suppert
Sec. 1301

Sec. 1302
Sec. 1303 -

Sec. 1304

1341(aX2))b)

1344 -
1344
134S)a)lj)

1351

1352

Ch. 1. Sec. 1369
Ch. 1. Sec

Ch. 1. Sec. 1311

Ch. 1. Sec. l3lSly)

Ch. 1. Sec. 1311

Ch. 0. Sec. 1319 -
Ch. 9. Sec. 1301

Srrblitle F, Noncio'aens: 1400

Subtitle G, 444.1 Provisions Relating
to Welfare

Chaprn 1—Redactions in Federal
Positions:
1411—3

1422 - —

Chapter 4:
7441

'.1 Bodget Act Viotaoien

313(b)(1)(B)

313(bpll)(A(

313(b))lplA)

313(b)(1))A)

313(b)(lflB)

3t3(b))1)(A(

3t3(b)(t))A)

3t3(b))tflu)

3t3(b((1))B)

3t3(b)(tplB)

3t3(b)(1))B)
3t3)b))tplo)

3t3)b)(t))A)
3t3(b)(ty)o)

313(bpllflo)
s1sybplyo)

313(b))1))B)

3t3(bpll))A)
313)bpltd)A)

313(bpllplo)

313(b)(1))A(

313)bpltplo)

3t3)bpll)(A)
313(bpllf)A)
313(bpll))A)

3t3(b))1)(0)

3t3(bRl))A)

313(b))1)(A)
3t3(bpll((A)
3t3(b((tpltr)

3t3(b)(t))A)

3t3(b)O)(B)

3t3(b)(1))B)
3t3(b)(lplA)

3t3(bpltplo)

3t3(b)(1)(A)

3t3)b))1)(B)
3t3)b)(tplB)
313(b)(t)(B)

sls(b))t)yu)

313(b))tplB)

3t3)bplt))A)
313)bplt))A)

313(bpll))A(

313(bpll))A)

3t3)b))1))A(

313)bpltXB(
313(bplt))B)

313(bXl))A)

1443 —

1444
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1445 . Abstinence Education in WeUare Reform Legislation
&ibtitle J. COLAs: 7481 SoS Regarding Crections c Cost of Living Adjust-

ments,

Participation or Institutior and Mministration of
Loan Programs, Limitation cn Certain adminis-
trative Expenses.

Participation of Institutions arid Administration of
Loan Programs. Sthool Origination Payment.

Sense of Senate oi5ion.
Loan Terms & Ccnditis, Use ci Electronic Forms
Loan Terms & Conditions, Application rot Part B

Loans Using Free FediaI Application.
Amendments Affecting Guarantee Agencie5, Use or

Reserve Funds to Purchase Defaulted Loans.
Amendments Affecting Gjarantee Agencies. Reserve

Fund Reforms.
Amendments Arfecting Guarantee Agencies. National

Student Loan Clearinghouse.
Amendments Arfecting Guazntee Agencies. Prohib-

ion Regarding Marketing, Adveftising. and Pro-
motion.

Veterans Affairs
Distribution to collectibles
Changes to Merchant Marine Act
Allows states to establish standards for long term

care policies.
Reques Secretary of Lar to implement a pro-

gram to encourage small businesses to find
qualified employees.

Extends expedited refund of excise tax paid regard-
ing ethanol.

Exempts Alaska from diesel dyeing requizen,ents
Taxpayer Bill or Rights 2
Allows tax exempt organizations to accept quali-

fied sporisocsltip paymnts' without being Sub-
ject to the unrelated biness income tax.

Exempts agriculture ar hiticulture organizations
from unrelated business income tax on asscciate
dues or less than S100.

Provides exeptions to the notification 313(b)(1)(A)
requirements to benef,iarie5 of tharitable re-
maindec trusts.

Allows footbalt coach8 retirement plan to be con-
sidered a muIti-empoy plan uer ERISL

Provides that the rollover o( gain on the sale of a
home cannot be elected by a nonresident alien.

Requires the ustees of the Combimed Fund to o-
vide documents to nt,ibuts.

Clarifies that newspaper carries are independent
con tractors.

Aflows bank cnon ttust funds to transfer assets
to regulated investment 'usts.

Repeal or ramily aggregation wls f qualified
pension plans.

Changes the minimum paitcipation rules f quali-
fied pension plans.

Clarifies when individuals are Ieascd' en,plyees'
Eliminates special aggre9ation rules ror pension

plans maintained by unpnporated eniployers.
Allows goveniment pensions to pay hghec befits
Creates a scial rule f conUibutios on behalf of

disabled employees.
Allows rural cxperative plans to make distjibutions

to participants after the attainm1t of age 59½.
Provides that br purposes of the genaI ran-

disaiminaton rules that the Social Security re-
tirement age is a imiforrn retirement age.

Clarifies that 403b plans or tribal gGvernmts are
tot disqualified becauw the contract was pw-
thased on behalf of employees who are not en,-
ployees of educational organization

Create5 scial rules for thurch retirement plans

11111

COMMITTEE: LABOR AND HUMAN RESOURCES

Compliance: Yes

313(b)(1)(A)

313(b)(1)(A)

313(b)(1)(A) Pemritting development of rorms does not score. [Not in cost estimate.]
313(b)(1)(A) .. Clarifying use of electronic forms does not score. Not in cost estimate.)

313(b)(1)(A)

313(b)(1)(A)

313(b)(1)(A)

313(b)(1)(A)

310(c) Out of compliance in 1st year (1996),
313(b)(1)(A) No budgetary impact
313(b)(1)(C) Jurisdiction.
313(b)(1)(A) No budgetary impact.

313(b)(1)(A) No budgetary impact

313(b)(1)(A) No budgetary impact Joint Tax Ccnrmittee scores as negligible."

313(b)(1)(A) No budgetary impact joint Tax Committee scores as negligible.'

313(b)(1)(A) No b4getary impact Joint Tax Committee scores as negligible."

313(b)(1)(A)

313(b)(1)(O)

313(b)(1)(A)

313(b)(1)(A) No budg2tary impact Joint Tax Committee scores as negligible."

313(bX1)(A) No budgetary impact.

313(b)(1)(A) No budgetary impact Joint Tax Ccnrmittee scores as being "c8risidered in other povisions:'

313(b)(1)(A) No budgetary impact Joint Tax Committee SCore5 as negligib!e."

313(b)(1)(A) No budgetary impact. Joint Ta Committee scores as negligible.'
313(b)(1)(A) No budg2tary impact. Joint Ta Committee scores as negligible."

313(b)(1)(A) No budgetary impact. Joint Tax Committee scores as negligible.'
313(b)(1)(A) No budgetary impact. Joint Tax Committee scores as negligible."

313(b)(1)(b) No budgetary impact, joint Tax Committee scores as negligible."

313(b)(1)(A) No budgetary impact Joint Ta Conimittee scores as being consided in other pvisions.'

313(b)(1)(A) No budgetary impact. Joint Ta Committee scores as negligible.'

313(b)(1)(A) No budgetary impact. Joint Ta Committee scores as negligib."

MORNING BUSINESS
Mr. GRAMS. Mr. President, I ask

unanimous consent that there now be a
period for the transaction of morning
business, with Senators permitted to
speak for up to 2 minutes each.

The PRESIDING OFFICER. Without
objection. it is so ordered.

ADVISORY COMMISSION ON
INTERGOVERNMENTAL RELATIONS

Mr. THOMAS. Mr. President, I am
honored to serve as a member of the
Advisory Commission on Intergovern-
mental Relations [ACIRI - In this era of
- new federalism," the government
must create a partnership with state

and local governments that is based on
balanced, decentralized decision mak-
ing. These governments have been the
laboratories for change for the last 20
years. A streamlined and more flexible
intergovernmental system will offer
significant opportunities for state and
local governments to develop more in-
novative and cost effective methods of
delivering programs and services. State
and local governments are now ready
to rise to the challenges of this new era
in history—the Information Age—
where experimentation and local con-
trol are needed.

For example, as this Congress moves
to balance the budget and restore fiscal
responsibility and accountability at
the federal level, it cannot do so on the

backs of state and local governments.
My involvement in drafting Public Law
104-4, the Unfunded Mandates Reform
Law, was an effort to relieve this bur-
den. As a former Wyoming state legis-
lator. I am well aware of the hardships
the federal government places on
states and localities,

I look forward to working with the
other members of the ACIR in imple-
menting the unfunded mandates reform
law and sharing with my Senate col-
leagues the effects of federal policy
making on state and local govern-
ments. Together, we can usher in a new
era of government and restore federal-
ism as the founding fathers intended
over 200 years ago.
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313(b)(1)(A) Extraneous: r direct spending impact. Authrizatin or apopnations.
313(b)(1)(A) Ext,aneous: no direct spending impact. Finds that the CP! overstate5 the cost of living in the US, and

that the overstatement undermines the equitable administration of Federal benefits. Expresses the
Sense of the Senate that Federal law should be co#ected to accurately reflect future changes in the
cost o living.

Total administrative rijuds are fixed in 1C02(c)(1) (a)(1)(A)', thereror the limitation on indirect ex-
penses and the use of funds lr promotion does not score.

A Sense o the Senate statemeni thaI a fee shall not be charged to students in the rjm of increase
tuition, can not be considered a term or condition.

Oni? recovery of reserves scoies, (Not in cost estimate.] Not tejn or condition of §10005(b), (c), (d), or

Only recovery of reserves score5. [Not in cost estimate.] Not tetm or C8ndition of § 10005(b), (c), (d).

Pmitting authority to use cteannghouse is not a term and condition. [Not in cost estimate.J

On recovery of reserves scores. Not In cost estimate.J Not term or C8ndition of §10005(b), Cc), (d), or

§10002(c)(1) '(aX2)(C)

§10002(9) p. 15. lines 14—16

§10003(d)
§10003(e)

§10005(a)

§10005(e)

§l0005(g)

§10005(h)

ritle Xl

12104
12114
12213

12401

12421

12431
12501 to 12510
12702

12703

12705

12706

12822

12874

12875

12876

12901

12903

12931
12932

12935
12937

12938

12940

12941

12951 to 12968

313(b)(1)(D) Merely incidental budgetary impact. Joint Tax Committee scs as a S1 milli loss ov sevi yar.
313(bO(1)(D) Merely incidental budgetary impact. Joint Tax Committee sce as losing S20 million over seven years.
313(b)(1)(A) No budgetary impact Joint Tax Committee scores as negligible.

No budgetary impact. Joint Ta Committee scores as "negligible."

Merely incidental budgetary impact Join Ta Committee scores as losing less than SSCO,000 over seven
years.

No budgetary Impact
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AMENDMENTS SUBMITTED

THE BALANCED BUDGET
RECONCILIATION ACT OF 1995

KENNEDY (AND OTHERS)
AMENDMENT NO. 2959

Mr. KENNEDY (for himself. Mr.
SIMON, Mr. PELL, Mr. DODD, Mr. HAF-
KIN. Ms. MIKULSKI. Mr. WELLSTONE.
Mrs. FEINSTEIN. Mrs. MURRAY. Mr.
KOHL, Mr. BAUCUS. Mr. BINGAMAN. and
Mr. FORD) proposed an amendment to
the bill (5. 1357) to provide for rec-
onciliation pursuant to section 105 of
the concurrent resolution on the budg-
et for fiscal year 1996; as follows:

On page 1409. beginning with line 8. strike
all through page 1410, line 25.

On page 1421. beginning with line 15. strike
all through page 1423. line 13.

On page 1424. beginning with line 2. strike
all through page 1425, line 16.

Strike chapter 3 of subtitle B of title XII.

HUTCHISON (AND OTHERS)
AMENDMENT NO. 2960

(Ordered to lie on the table.)
Mrs. HUTCHISON (for herself. Mr.

MCCAIN. Mr. LIEBERMAN. Mr. STEVENS,
and Mr. LEVIN) submitted an amend-
ment intended to be proposed by them
to the bill 5. 1357, supra; as follows:

At the appropriate place. insert the follow-
ing:

(a) The Senate makes the following find-
ings:

(1) Human rights violations and atrocities
continue unabated in the Former Yugo-
slavia.

(2) The Assistant Secretary of State for
Human Rights recently reported that start-
ing in mid-September and intensifying be-
tween October 6 and October 12. 1995 many
thousands of Bosnian Muslims and Croats in
Northwest Bosnia were systematically forced
from their- homes by paramilitary units.
local police and in some instances. Bosnian
Serb Army officials and soldiers.

(3) Despite the October 12. 1995 cease-fire
which went into effect by agreement of the
warring parties in the former Yugoslavia.
Bosnian Serbs continue to conduct a brutal
campaign to expel non-Serb civilians who re-
main in Northwest Bosnia. and are subject-
ing non-Serbs to untold horror—murder.
rape. robbery and other violence.

(4) Horrible examples of ethnic cleansing
persist in Northwest Bosnia. Some six thou-
sand refugees recently reached Zenica and
reported that nearly two thousand family
members from this group are still unac-
counted for,

(5) The UN spokesman in Zagreb reported
that many refugees have been given only a
few minutes to leave their homes and that

girls as young as 17 are reported to have
been taken into wooded areas and raped.' El-
derly. sick and very young refugees have
been driven to remote areas and forced to
walk long distances on unsafe roads and
cross rivet-s without bridges.

(6) The War Crime Tribunal for the former
Yugoslavia has collected volumes of evdence
of atrocities. including the establishment of
death camps. mass executions and system-
atic campaigns of rape and terror. This War
Crimes Tribunal has already issued 43 indict-
ments on the basis of this evidence.

(7) The Assistant Secretary of State for
Human Rights has described the eye witness
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accounts as prima facie evidence of war
crimes which, if confirmed, could very well
lead to further indictments by the War
Crimes Tribunal"

(8) The U.N. High Commissioner for Refu-
gees estimates that more than 22.000 Mus-
lims and Croats have been forced from their
homes since mid-September in Bosnian Serb
controlled areas.

(9) in opening the Dodd Center Symposium
on the topic of 50 Years After Nuremburg'
on October 16. 1995. President Clinton cited
the excellent progress of the War Crimes
Tribunal for the former Yugoslavia and said.
Those accused of war crimes, crimes

against humanity and genocide must be
brought to justice. They must be tried and, if
found guilty. they must be held account-
able.'

(10) President Clinton also observed on Oc-
tober 16. 1995. some people are concerned
that pursuing peace in Bosnia and prosecut-
ing war criminals are incompatible goals.
But I believe they are wrong. There must be
peace for justice to prevail, but there must
bejustice when peace prevails.

(b) SE5E OF THE SENATE—It is the sense
of the Senate that—

(1) the Senate condemns the systematic
human rights abuses against the people of
Bosnia and Herzogovenia.

(2) with peace talks scheduled to begin in
the United States on October 31. 1995. and
with the President clearly indicating his
willingness to send American forces into the
heart of this conflict, these new reports of
Serbian atrocities are of grave concern to all
Americans.

(3) the Bosnian Serb leadership should im-
mediately halt these atrocities, fully ac-
count for the missing, and allow those who
have been separated to return to their fami-
lies.

(4) the International Red Cross. United Na-
tions agencies and human rights organiza-
tions should be granted full and complete ac-
cess to all locations throughout Bosnia and
Herzogovenia.

(5) the Bosnian Serb leadership should
fully cooperate to facilitate the complete in-
vestigation of the above allegations so that
those responsible may be held accountable
under international treaties, conventions.
obligations and law.

(6) the United States should continue to
support the work of the War Crime Tribunal
for the Former Yugoslavia.

(7) the United States should ensure that
any negotiated peace agreements in former
Yugoslavia. particularly with respect to
Bosnia. require all states of the former
Yugoslavia to corporate fully with the War
Crimes Tribunal and apprehend and turn
over for trial any indicated persons found in
their territories.

(8) ethnic cleansing by any faction, group.
leader, or government is unjustified. im-
moral and illegal and all perpetrators of war
crimes, crimes against humanity. genocide
and other human rights violations in former
Yugoslavia must be held accountable.

BAUCUS AMENDMENT NO. 2961
(Ordered to lie on the table.)
Mr. BAUCUS submitted an amend-

ment intended to be proposed by him
to the bill 5. 1357. supra; as follows:

Strike section 1105(4)(B)(iii).

KASSEBAUM (AND OTHERS)
AMENDMENT NO. 2962

Mrs. KASSEBAUM (for herself. Ms.
SNOWE, Mr. JEFFORDS, Mr. COATS, Mr.
GREGG, Mr. FRIST. Mr. DEWINE. Mr.
ASHCROFT, Mr. ABRAHAM, Mr. GORTON,
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Mr. PRESSLER. Mr. ROTH, Mr. DOMENICI.
Mr. STEVENS. Mr. SPECTER. Mr. COHEN.
Mr. CHAFEE. and Mr. BAUCUS) proposed
an amendment to the bill 5. 1357.
supra: as follows;

On page 1421. beginning with line 15. strike
all through page 1423. tine 13.

Qn page 1424. beginning with line 2, strike
all through page 1426. line 9.

BREAUX (AND KERRY)
AMENDMENT NO. 2963

Mr. BREAUX (for himself and Mr.
KERRY) proposed an amendment to the
bill 5, 1357. supra: as follows:

On page 1469. beginning on line 2. strike all
through page 1471. line 20. and insert the fol-
lowing:
sEC. 12001. CHILD TAX CREDIT.

(a) IN GENERAL—Subpart C of part IV of
subchapter A of chapter 1 is amended by re-
designating section 35 as section 36 and by
inserting after section 34 the following new
section:
"SEC. 35. CHILD TAX CREDIT.

• (a) ALLOWANCE OF CREDIT.—
(1) GENERAL RULE—There shall be al-

lowed as a credit against the tax imposed by
this subtitle for the taxable year an amount
equal to $500 multiplied by the number of
qualifying children of the taxpayer.

• (2) LIVflTATION BASED ON AMOUNT OF TAX.—
The credit allowed by paragraph (1) for a tax-
able year shall not exceed the sum of—

'(A) the tax imposed by this subtitle for
the taxable year (reduced by the credits al-
lowable against such tax other than the
credit allowable under section 32). and

• (B) the taxes imposed by sections 3101 and
3201(a) and 50 percent of the taxes imposed
by sections 1401 and 3211(a) for such taxable
year.

(b) ADJUSTED GRoss INCOME LIMITATION.—
The aggregate amount of the credit which
would (but for this subsection) be allowed by
subsection (a) shall be reduced (but not
below zero) by 20 percent for each $3,000 by
which the taxpayer's adjusted gross income
exceeds $60,000.

(c) QUALIFYING CHILD—For purposes of
this section—

(1) IN GENERAL—The term qualifying
child' means any individual if—

(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for such taxable year.

• (B) such individual has not attained the
age of 16 as of the close of the calendar year
in which the taxable year of the taxpayer be-
gins, and

(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B)
(determined without regard to clause (ii)
thereof).

(2) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term qualifying child shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
resident of the United States.

(d) CERTAIN OTHER RULES APPLY—Rules
similar to the rules of subsections (d) and (e)
of section 32 shall apply for purposes of this
section.

(c) CONFORMING AMENDMENT—The table of
sections for such subpart C is amended by
striking the item relating to section 35 and
inserting the following new items:
'Sec. 35. Child tax credit.
'Sec. 36. Overpayments of tax.'

(c) EFFECnvE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.
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McCAIN (AND OTHERS)
AMENDMENT NO. 2964

Mr. MCCAIN (for himself, Mr. DOLE.
Mr. COATS, and Mr. NICKLES) proposed
an amendment to the bill 5. 1357,
supra; as follows:

At the appropriate place in the Act, add
the following:

SEC. . SENSE OF THE SENATE—The Senate
finds that—

(a) The Senate has held hearings on the so-
cial security earnings limit in 1994 and 1995
and the House has held two hearings on the
social security earnings limit in 1995;

(b) The Senate has overwhelmingly passed
Sense of the Senate language calling for sub-
stantial reform of the social security earn-
ings limit:

(c) The House of Representatives has over-
whelmingly passed legislation to raise the
exempt amount under the social security
earnings limit three times, in 1989. 1992, and
1995;

(d) Such legislation is a key provision of
the Contract with America:

(e) The President in his 1992 campaign doc-
ument 'Putting People First' pledged to lift
the social security earnings limit;

(1) The social security earnings limit is a
depression-era relic that unfairly punishes
working seniors: therefore.

(g) It is the intent of the Congress that leg-
islation will be passed before the end of 1995
to raise the social security earnings limit for
working seniors aged 65 through 69 in a man-
ner which will ensure the financial integrity
of the social security trust funds and will be
consistent with the goal of achieving a bal-
anced budget in 7 years.

HELMS AMENDMENT NO. 2965
Mr. HELMS proposed an amendment

to the bill 5. 1357, supra: as follows:
On page 461, line 13. after the period, insert

the following:
(3) POINT-OF-SERVICE COVERAGE—If a Med-

icare Choice sponsor offers a Medicare
Choice plan that limits benefits to items and
services furnished only by providers in a net-
work of providers which have entered into a
contract with the sponsors, the sponsor must
also offer at the time of enrollment, a Medi-
care Choice plan that permits payment to be
made under the plan for covered items and
services when obtained out-of-network by
the individual."

CAMPBELL (AND BROWN)
AMENDMENTS NOS. 2966-2967

(Ordered to lie on the table.)
Mr. CAMPBELL (for himself and Mr.

BROWN) submitted two amendments in-
tended to be proposed by them to the
bill 5. 1357. supra: as follows:

AMENDNT No. 2966
Beginning on page 178, strike Out line 3 and

all that follows through the end of the mat-
ter between lines 7 and 8 on page 178, and in-
sert in lieu thereof the following:
" 7421b. Future of naval petroleum reserves

other than Naval Petroleum Reserve Num-
bered 1 (Elk Hills)

(a) STUDY OF FUTURE OF PETROLEUM RE-
SERvES.—(l) The Secretary of Energy shall
conduct a study to determine which of the
following options. or combination of options.
would maximize the value of the naval petro-
leum reserves to or for the United States:

(A) Transfer of all or a part of the naval
petroleum reserves to the jurisdiction of the
Department of the Interior for leasing in ac-
cordance with the Mineral Leasing Act (30
U.S.C. 181 et seq.) and surface management
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in accordance with the Federal Land Policy
and Management Act (43 U.S.C.1701 et seq.).

(B) Sale of the interest of the United
States in the naval petroleum reserves.

(2) The Secretary shall retain such inde-
pendent consultants as the Secretary consid-
ers appropriate to conduct the study.

(3) An examination of the value to be de-
rived by the United States from the transfer
or sale of the naval petroleum reserves under
paragraph (I) shall include an assessment
and estimate, in a manner consistent with
customary property valuation practices in
the oil and gas industry, of the fair market
value of the interest of the United States in
the naval petroleum reserves.

'(4) Not later than June 1. 1996. the Sec-
retary shall submit to Congress and make
available to the public a report describing
the results of the study and containing such
recommendations as the Secretary considers
appropriate to implement the option. or
combination of options. identified in the
study that would maximize the value of the
naval petroleum reserves to or for the United
States.

(b) IMPLEMENTATION OF RECOMMENDA-
TIONS.—(l) Not earlier than 31 days after sub-
mitting to Congress the report required
under subsection (a)(4). and not later than
September 30. 1997. the naval petroleum re-
serves (other than Naval Petroleum Reserve
Numbered I) shall be leased as described in
subparagraph (A) of subsection (a)(1) or sold
as described in subparagraph (B) of such sub-
section.

(2) The Secretary shall use for carrying
out this section such amounts of the unobli-
gated balances of funds available to the De-
partment of Energy as are necessary to carry
out this section.

(c) ADMINISTRATION OF A SALE.—(l) Except
as provided in paragraph (2). subsections (c).
(d). (h), (i). (j). (k). (1). (m). and (n) of section
7421a of this title shall apply to any sale of
the naval petroleum reserves under sub-
section (b) as if the reference to Naval Petro-
leum Reserve Numbered I in those sub-
sections of such section 7421a referred to the
naval petroleum reserves.

(2)(A) The time requirements set forth in
subsection (c) of section 7421a of this title do
not apply under paragraph (I) to the sale of
the naval petroleum reserves under this sec-
tion.

(B) In the application of subsection (d) of
section 7421a of this title under paragraph
(I). the reference in that subsection to sub-
section (e) of such section does not apply.

(C) In the application of subsections (j)
and (k) of section 742 Ia of this to the sale of
the naval petroleum reserves under para-
graph (I). joint resolution of approval'
means only a joint resolution that is intro-
duced after the date on which the notifica-
tion to which the joint resolution relates is
received by Congress. and—

(i) that does not have a preamble;
'(ii) the matter after the resolving clause

of which reads only as follows: That Con-
gress approves the proposed sale of naval pe-
troleum reserves reported in the notification
submitted to Congress by the Secretary of
Energy on

__________.'

(the blank space
being filled in with the appropriate date);
and

(iii) the title of which is as follows: 'Joint
resolution approving the sale of naval petro-
leum reserves'.

(D) In the application of subsection (1) of
section 7421a of this title to the sale of the
naval petroleum reserves under paragraph
(I). the period referred in that subsection
shall be deemed to be the two-year period be-
ginning on the date of the enactment of the
Balanced Budget Reconciliation Act of 1995.

(d) INAPPUCABILITY TO NAVAL. PETROLEUM
RESERVE NUMBERED 1.—This section does not
apply to Naval Petroleum Reserve Numbered
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I. as defined in section 7421a(a)(2)(A) of this
title.''.

(b) CLERICAL AMENDMENT—The table of
sections at the beginning of such chapter is
amended by inserting after the item relating
to section 7421 the following:
"7421a. Sale of Naval Petroleum Reserve

Numbered I (Elk Hills).
'7421b. Future of naval petroleum reserves

other than Naval Petroleum
Reserve Numbered I (Elk
Hills).''.

AMENDMENT NO. 2968

Beginning on page 178. strike out line 3 and
all that follows through the end of the mat-
ter between lines 7 and 8 on page 178. and in-
sert in lieu thereof the following:
"7421b. Future of naval petroleum reserves

other than Naval Petroleum Reserve Num-
bered 1 (Elk Hills)

(a) STUDY OF FUTURE OF PETROLEUM RE-
5ERVE5.—(I) The Secretary of Energy shall
conduct a study to determine which of the
following options. or combination of options.
would maximize the value of the naval petro-
leum reserves to or for the United States:

- (A) Transfer of all or a part of the naval
petroleum reserves to the jurisdiction of the
Department of the Interior for leasing in ac-
cordance with the Mineral Leasing Act (30
U.S.C. 181 et seq.) and surface management
in accordance with the Federal Land Policy
and Management Act (43 U.S.C. 1701 et seq.).

(B) Sale of the interest of the United
States in the naval petroleum reserves.

'(2) The Secretary shall retain such inde-
pendent consultants as the Secretary consid-
ers appropriate to conduct the study.

(3) An examination of the value to be de-
rived by the United States from the transfer
or sale of the naval petroleum reserves under
paragraph (I) shall include an assessment
and estimate, in a manner consistent with
customary property valuation practices in
the oil and gas industry, of the fair market
value of the interest of the United States in
the naval petroleum reserves.

'(4) Not later than June 1. 1996. the Sec-
retary shall submit to Congress and make
available to the public a report describing
the results of the study and containing such
recommendations as the Secretary considers
appropriate to implement the option, or
combination of options. identified in the
study that would maximize the value of the
naval petroleum reserves to or for the United
States.

(b) IMPLEMENTATION OF RECOMMENDA-
TI0NS.—(I) Not earlier than 31 days after sub-
mitting to Congress the report required
under subsection (a)(4). and not later than
September 30, 1997, the naval petroleum re-
serves (other than Naval Petroleum Reserve
Numbered I) shall be leased as described in
subparagraph (A) of subsection (a)(l) or sold
as described in subparagraph (B) of such sub-
section.

'(2) The Secretary shall use for carrying
Out this section such amounts of the unobli-
gated balances of funds available to the De-
partment of Energy as are necessary to carry
out this section.

(c) ADMINISTRATION OF A SALE.—(I) Except
as provided in paragraph (2). subsections (c),
(d), (h), (i). (j). (k). (1). (m). and (n) of section
7421a of this title shall apply to any sale of
the naval petroleum reserves under sub-
section (b) as if the reference to Naval Petro-
leum Reserve Numbered I in those sub-
sections of such section 742 Ia referred to the
naval petroleum reserves.

(2)(A) The time requirements set forth in
subsection (c) of section 742 Ia of this title do
not apply under paragraph (1) to the sale of
the naval petroleum reserves under this sec-
tion.
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(B) In the application of subsection (d) of

section 7421a of this title under paragraph
(1). the reference in that subsection to sub-
section (e) of such section does not apply.

(C) In the application of subsections Ci)
and (k) of section 7421a of this to the sale of
the naval petroleum reserves under para-
graph (1). joint resolution of approval'
means only a joint resolution that is intro-
duced after the date on which the notifica-
tion to which the joint resolution relates is
received by Congress. and—

(i) that does not have a preamble:
(ii) the matter after the resolving clau5.e

of which reads only as follows: •That Con-
gress approves the proposed sale of naval pe-
troleum reserves reported in the notification
submitted to Congress by the Secretary of
Energy on ___. (the blank space being
filled in with the appropriate date); and

(iii) the title of which is as follows: Joint
resolution approving the sale of naval petro-
leum reserves.

(D) In the application of subsection (1) of
section 7421a of this title to the sale of the
naval petroleum reserves under paragraph
(I). the period referred in that subsection
shall be deemed to be the two-year period be-
ginning on the date of the enactment of the
Balanced Budget Reconciliation Act of 1995.

(d) INAPPLCAB1LITY TO NAVAL PETROLEUM
RESERVE NUMBERED 1.—This section does not
apply to Naval Petroleum Reserve Numbered
1. as defined in section 7421a(a)(2)(A) of this
title..

(b) CLERICAL AMENDMENT—The table of
sections at the beginning of such chapter is
amended by inserting after the item relating
to section 7421 the following:
'742la. Sale of Naval Petroleum Resei-ve

Numbered 1 (Elk Hills).
'742lb. Future of naval petroleum reser,es

other than Naval Petroleum
Reserve Numbered 1 (Elk
Hills).".

McCAIN AMENDMENT NO. 2968
(Ordered to lie on the table.)
Mr. MCCAIN submitted an amend-

ment intended to be proposed by him
to the bill S. 1357. supra: as follows:

On page 696. between lines 8 and 9. insert
the following:
SEC. 7116A. MEDICARE WHISTLEBLOWER INCEN-

TIVE.
(a) PURPOSE—The purpose of this section

is to—
(I) reduce and eliminate fraud and abuse

under the medicare program:
(2) reduce negligent and fraudulent medi-

care billings by providers:
(3) provide medicare beneficiaries with in-

centives to report inappropriate billing prac-
tices; and

(4) provide savings to the medicare trust
funds by increasing the recovery of medicare
overpayments.

(b) REQJEST FOR ITEMIZED BILL FOR MEDI-
CARE ITEMS AND SERVICES.—

(1) IN GENERAL—Section 1128A (42 U.S.C.
1320a—7a). as amended by section 7131(a) (4), is
further amended by adding at the end the
following new subsection:

(n) WRITTEN REQUEST FOR ITEMiZED
BILL.—

'(1) IN GENERAL—A beneficiary may sub-
mit a written request for an itemized bill for
medical or Other items or services provided
to such beneficiary by any person (including
an organization. agency, or other entity)
that receives payment under title XVIII for
providing such items or services to such ben-
eficiary.

"(2) 30-DAY PERIOD TO RECEIVE BILL.—
"(A) IN GENERAL—Not later than 30 days

after the date on which a request under para-
graph (I) has been received, a person de-

scribed in such paragraph shall furnish an
itemized bill describing each medical or
other item or service provided to the bene-
ficiary requesting the itemized bill.

(B) PENALTY—Whoever knowingly fails
to furnish an itemized bill in accordance
with subparagraph (A) shall be subject to a
civil flne of not more than $100 for each such
failure.

'(3) REVIEW OF ITEMIZED BILL.—
(A) IN GENERAL—Not later than 90 days

after the receipt of an itemized bill furnished
under paragraph (1), a beneficiary may sub-
mit a written request for a review of the
itemized bill to the appropriate fiscal
intermediary or carrier with a contract
under section 1816 or 1842.

(B) SPECIFIC ALLEGATIONS—A request for
a review of the itemized bill shall identify—

(i) specific medical or other items or serv-
ices that the beneficiary believes were not
provided as claimed, or

(ii) any other billing irregularity (includ-
ing duplicate billing).

"(4) FINDINGS OF FISCAL INTERMEDIARY OR
CARRIER.—Each fiscal intermediary or car-
rier with a contract under section 1816 or
1842 shall, with respect to each written re-
quest submitted to the fiscal intermediary or
carrier under paragraph (3). determine
whether the itemized bill identifies specific
medical or other items or services that were
not provided as claimed or any other billing
irregularity (including duplicate billing)
that has resulted in unnecessary payments
under title XVIII.

(5) RECOVERY OF AMOUNTS—The Secretary
shall require fiscal intermediaries and car-
riers to take all appropriate measures to re-
cover amounts unnecessarily paid under title
XVIII with respect to a bill described in
paragraph (4).

(6) INCENTIVE PAYMENTS.—
"(A) IN GENERAL..—If the fiscal

intermediary or carrier recovers amounts in
accordance with paragraph (5). the Secretary
shall make an incentive payment (in an
amount determined under subparagraph (B))
to the beneficiary who submitted the request
for the itemized bill under paragraph (I) that
resulted in such recovery. No incentive pay-
ment shall be made under this subparagraph
unless such recovery is made after a final de-
termination on whether such recovered
amounts are required to be repaid by the
provider.

(B) INCENTIVE PAYMENT DETERMINED.—
(i) IN GENERAL—The amount of the incen-

tive payment determined under this subpara-
graph is equal to the lesser of—

- '(I) I percent of the amount that the bill
overcharged for medical or other items or
services: or

(II) $10,000.
(ii) LIMITATION OF AMOUNT—The amount

determined under this subparagraph may not
exceed the total amounts recovered with re-
spect to the bill in accordance with para-
graph (5).

(7) PREVENTION OF ABUSE BY BENE-
FICIARIES—The Secretary shall—

(A) address abuses of the incentive sys-
tem established under this subsection: and

(B) establish appropriate procedures to
prevent such abuses.

(8) REQUIREMENT THAT BEt'JEFICIARY DIS-
COVER INACCURATE BILL TO RECEIVE INCENTIVE
PAYMENT—No incentive payment shall be
made under paragraph (6) to a beneficiary if
the Secretary or the appropriate fiscal
intermediary or carrier identified the bill
that was the subject of the beneficiary's re-
quest for review under this subsection as
being overpaid prior to such request.'.

(2) EFFECTIVE DATE—The amendments
made by this section shall apply with respect
to medical or other items or services pro-
vided on or after January 1. 1996.
• Mr. McCAIN. Mr. President. earlier
this session, I introduced 5. 1325, the
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Medicare Whistleblower Act of 1995. to
reduce provider fraud and abuse in the
Medicare Program. The amendment I
am submitting today improves upon
that bill, and provides a strong incen-
tive for beneficiaries to identify over-
payments made by Medicare. An Abra-
ham amendment which passed today.
and which I supported, takes a similar
approach to achieve this same objec-
tive. However, my amendment is pref-
erable because it specifically delineates
the whistleblower reward process and
does not give the Secretary of HHS dis-
cretion not to make incentive pay-
ments. I hope that the conferees will
adopt this amendment.

At Medicare town meetings through-
out Arizona, I have heard over and over
from senior citizens that the Medicare
Program is rampant with inaccurate
billings. They have told me, based on
their personal experiences, that their
Medicare bills frequently include serv-
ices that they have not received, dou-
ble billings for the same service, or
charges that are disproportionate to
the value of services received. Often,
they have no idea what Medicare is
being billed for on their behalf, and
they are not able to obtain expla-
nations from providers.

The perceptions of Medicare bene-
ficiaries are confirmed by more sys-
tematic analyses. The General Ac-
counting Office has estimated that
fraud and abuse in our Nation's health
care system costs taxpayers as much as
$100 billion each year. Medicare fraud
alone costs about $17 billion per year,
which is 10 percent of the program's
costs. A report by the Republican staff
of the Senate Committee on Aging has
documented a broad array of fraudu-
lent activities, including false claims
for services that were supposed to have
been rendered after the beneficiaries
had died.

The Medicare Program has many
problems. A fundamental problem, and
the source of many other problems, is
that too few people are adequately con-
cerned about its costs because the Gov-
ernment is paying most of the bills.
One constituent informed me of a Situ-
ation in which his provider double-
billed for the same service and told
him not to worry about it because Med-
icare is paying. This is an outrage and
must be stopped. When Medicare over-
pays, we all overpay, and costs to bene-
ficiaries and other taxpayers spiral.

This amendment addresses this fun-
damental problem of the Medicare Pro-
gram. It gives beneficiaries an added
incentive to carefully scrutinize their
bills and to actively pursue corrections
when they believe that there has been
inappropriate billing of Medicare. In
particular, beneficiaries would be fi-
nancially rewarded if they uncover
negligence or fraud to the benefit of us
all. Although such provider fraud is not
the entire problem, and there is other
legislation that I support which also
addresses beneficiary fraud, studies
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clearly indicate that provider fraud is
most prevalent and the greatest con-
cern.

The major problem with our current
approach to detecting Medicare fraud
is that it relies primarily upon bureau-
crats who have no firsthand knowledge
of what services were provided to a
beneficiary and who have extremely
limited time and resources to inves-
tigate. This approach can be expected
to discover only the most apparent
fraudulent activities. To discover most
fraud, we must obtain the full coopera-
tion of those who know what occurred
at providers' offices and who have the
time to pursue fraud—the beneficiaries.
All they need is the ability and incen-
tive to scrutinize their bills and ac-
tively correct inaccuracies.

Under this amendment, beneficiaries
would have a right to receive in writ-
ing from their providers, within 30 days
of when their request is received, an
itemized bill for Medicare services pro-
vided to them. The beneficiary would
then have 90 days to raise specific alle-
gations of inappropriate billings to
Medicare. The Medicare intermediaries
and carriers would then have to review
the bills and determine whether an
overpayment has been made which
must be reimbursed to the Medicare
program. The beneficiary would receive
a reward of 1 percent of the overpay-
ment reimbursed up to $10,000. Because
these rewards would be paid directly
Out of the overpayments, they would
not increase costs to the Federal Gov-
ernment.

There are several important safe-
guards built into this legislation. The
Secretary would be required to estab-
lish appropriate procedures to ensure
that the incentive system is not abused
by overzealous beneficiaries. An incen-
tive payment would be awarded only to
the extent that HCFA is able to re-
cover the overpayment from the pro-
vider, and there would be no incentive
payment if HCFA can demonstrate
that it—for its Medicare intermediary
or carrier—has identified the overpay-
ment prior to receiving the bene-
ficiary's complaint.

Some will argue that many seniors
and other beneficiaries do not need per-
sonal rewards for fighting fraud, arid in
any event, this is a matter of national
duty. While I agree with this conten-
tion, I also recognize that these indi-
viduals would not be able to identify
and report fraud without having access
to the itemized bills that this legisla-
tion provides. Moreover, I see nothing
wrong with giving beneficiaries an
added financial incentive. After all, we
pay Federal employees for ideas that
save the taxpayers money, and we pay
private citizens for identifying fraud by
defense contractors.

Mr. President, there is no inconsist-
ency between this amendment and the
Abraham amendment which passed
today. Their objectives are entirely
compatible. However, the Abraham
amendment effectively delegates re-

sponsibility for planning the whistle-
blower program to the Secretary of
HHS. I strongly believe that we should
fulfill our legislative responsibility by
specifying the parameters of this im-
portant antifraud program. Otherwise.
we should not be surprised if we end up
with something that we had not con-
templated and which does not satisfy
our objective.

Mr. President, I will not request a
vote on this amendment, because we
have already had a vote on the Abra-
ham amendment. However, for the rea-
sons that I outlined, I hope that the
conferees will agree that this is a pref-
erable whistleblower provision and
that they will adopt it in the con-
ference report. In so doing, I believe
that the conferees should retain the
provisions of the Abraham amendment
that reward individuals for ideas that
improve Medicare.s

BROWN (AND OTHERS)
AMENDMENT NO. 2969

Mr. BROWN (for himself, Mr. ABRA-
HAM, Mr. SANTORUM, Mr. MCCAIN. and
Mr. CRAIG) proposed an amendment to
the bill 5. 1357, supra; as follows:

At the end of chapter 8 of subtitle I of title
XII, insert the following:
SEc. . $1,000,000 COMPENSATION DEDUCTION

LIMIT E'CFENDED TO ALL EMPLOY-
EES OF ALL CORPORATIONS.

(a) IN GENERAL—Section 162(m) is amend-
ed—

(1) by striking "publicly held corporation"
in paragraph (I) and inserting "taxpayer
(other than personal service corporations)",

(2) by striking "covered employee" each
place it appears in paragraphs (1) and (4) and
inserting "employee", and

(3) by striking paragraphs (2) and (3) and
redesignating paragraph (4) as paragraph (3).

(b) EFPEcrIvE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995, ex-
cept that there shall not be taken into ac-
count with respect to any employee to whom
section 162(m) of the Internal Revenue Code
of 1986 applies solely by reason of such
amendments remuneration payable under a
written binding contract which was in effect
on October 25, 1995. and which was not modi-
fied thereafter in any material respect before
such remuneration is paid.

(c) USE OF REvEI'JUES. —Notwithstanding
any other provision of law, the Commis-
sioner of Social Security shall increase the
earnings limit otherwise determined for each
year under section 203 of the Social Security
Act (42 U.S.C. 403) by an amount which takes
into account the increase in revenues for
such year as estimated by the Secretary of
the Treasury resulting from the amendment
to section 162(m)(3) of the Internal Revenue
Code of 1986 made by the Balanced Budget
Reconciliation Act of 1995.

HARKIN (AND OTHERS)
AMENDMENT NO. 2970

Mr. HARKIN (for himself, Mr. GRA-
HAM. and Mr. BIDEN) proposed an
amendment to the bill 5. 1357. supra; as
follows:

Strike Chapter 6 of Title VII except for the
text of amendment number 2950 as passed by
the Senate and insert in lieu thereof, the fol-
lowing:
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CHAPTER 6—HEALTH CARE FRAUD ANT)

ABUSE PREVENTION
SEC. 7100. SHORT TITLE.

This chapter may be cited as the "Health
Care Fraud and Abuse Prevention Act of
1995''.

Subchapter A—Fraud and Abuse Control
Program

SEC. 7101. FRAUD AND ABUSE CONTROL PRO-
GRAM.

(a) ESTABLISHMENT OF PROCRAM.—Title XI
(42 U.S.C. 1301 et seq.) is amended by insert-
ing after section 1128B the following new sec-
tion:

'FRAUD AND ABUSE CONTROL PROGRAM

SEC. 1 128C. (a) ESTABLISHMENT OF PRO-
GRAM.—

(1) IN GENERAL—Not later than January
I, 1996. the Secretary, acting through the Of-
fice of the Inspector General of the Depart-
ment of Health and Human Services, and the
Attorney General shall establish a pro-
gram—

'(A) to coordinate Federal. State. and
local law enforcement programs to control
fraud and abuse with respect to the delivery
of arid payment for health care in the United
States.

(B) to conduct investigations, audits.
evaluations, and inspections relating to the
delivery of and payment for health care in
the United States.

"(C) to facilitate the enforcement of the
provisions of sections 1128. 1128A, and 1128B
and other statutes applicable to health care
fraud arid abuse. and

"(D) to provide for the modification and es-
tablishment of safe harbors and to issue in-
terpretative rulings and special fraud alerts
pursuant to section 1128D.

"(2) COORDINATION WITh HEALTH PLANS—In
carrying Out the program established under
paragraph (1). the Secretary and the Attor-
ney General shall consult with. and arrange
for the sharing of data with representatives
of health plans.

"(3) GUThELINES.—
(A) IN GENERAL—The Secretary and the

Attorney General shall issue guidelines to
carry Out the program under paragraph (I).
The provisions of sections 553, 556, and 557 of
title 5, United States Code, shall not apply in
the issuance of such guidelines.

(B) INFORMATION GUIDELINES.—
(i) IN GENERAL—Such guidelines shall in-

clude guidelines relating to the furnishing of
information by health plans. providers, and
others to enable the Secretary and the At-
torney General to carry out the program (in-
cluding coordination with health plans under
paragraph (2)).

"(ii) CONFIDENTIALITY—Such guidelines
shall include procedures to assure that such
information is provided and utilized in a
manner that appropriately protects the con-
fidentiality of the information and the pri-
vacy of individuals receiving health care
services and items.

"(iii) QUALIFIED IMMUNITY FOR PROVIDING
INFORMATION—The provisions of section
1157(a) (relating to limitation on liability)
shall apply to a person providing informa-
tion to the Secretary or the Attorney Gen-
eral in conjunction with their performance
of duties under this section.

(4) ENSURING AcCESS TO DOCUMENTATION.—
The Inspector General of the Department of
Health and Human Services is authorized to
exercise such authority described in para-
graphs (3) through (9) of section 6 of the In-
spector General Act of 1978 (5 U.S.C. App.) as
necessary with respect to the activities
under the fraud and abuse control program
established under this subsection.
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(5) AUTHORITY OF INSPECTOR GENERAL.—

Nothing in this Act shall be construed to di-
minish the authority of any Inspector Gen-
eral. including such authority as provided in
the Inspector General Act of 1978 (5 U.S.C.
App).

'(b) ADDITIONAL USE OF FUNDS BY INSPEC-
TOR GENERAL.—

(1) REX vIBURSEMENTS FOR INVESTICA-
TIONS.—The Inspector General of the Depart.
ment of Health and Human Services is au
thorized to receive and retain for current use
reimbursement for the costs of conducting
investigations and audits and for monitoring
compliance plans when such costs are or-
dered by a court, voluntarily agreed to by
the payer, or otherwise.

(2) CREDXTINC.—Funds received by the In-
spector General under paragraph (1) as reim-
bursement for costs of conducting investiga-
tions shall be deposited to the credit of the
appropriation from which initially paid. or
to appropriations for similar purposes cur-
rently available at the time of deposit. and
shall remain available for obligation for I

year from the date of the deposit of such
funds.

(c) HEALTH PLAN DEFINED—For purposes
of this section, the term health plan means
a plan or program that provides health bene-
fits, whether directly. through insurance, or
otherwise, and includes—

(1) a policy of health insurance:
(2) a contract of a service benefit orgarli-

zation; and
'(3) a membership agreement with a health

maintenance organization or other prepaid
health plan..

(b) ESTABLISHMENT OF HEALTh CARE FRAUD
AND ABUSE CONTROL ACCOUNT IN FEDERAL
HOSPITAL INSURANCE TRUST FUND—Section
1817 (42 U.S.C. 1395i) is amended by adding at
the end the following new subsection:

(k) HEALTH CARE FRAUD AND ABUSE CON-
TROL ACCOUI'rr.—

(I) ESTABLISHMEr'JT.—There is hereby es-
tablished in the Trust Fund an expenditure
account to be known as the Health Care
Fraud and Abuse Control Account (in this
subsection referred to as the Account').

(2) APPROPRIATED AMOUWTS TO TRUST
FUND.-

"(A) IN CENERAL.—There are hereby appro-
priated to the Trust Fund—

(i) such gifts and bequests as may be
made as provided in subparagraph (B):

(ii) such amounts as may be deposited in
the Trust Fund as provided in sections
7141(b) and 7142(c) of the Balanced Budget
Reconciliation Act of 1995, and title XI: and

(iii) such amounts as are transferred to
the Trust Fund under subparagraph (C).

(B) AUTHORIZATION TO ACCEPT cjvrs.—-The
Trust Fund is authorized to accept on behalf
of the United States money gifts and be-
quests made unconditionally to the Trust
Fund, for the benefit of the Account or any
activity financed through the Account.

(C) TRANSFER OF AMOUNTS—The Manag-
ing Trustee shall transfer to the Trust Fund
under rules similar to the rules in section
9601 of the Internal Revenue Code of 1986. an
amount equal to the sum of the following:

(i) Criminal fines recovered in cases in-
volving a Federal health care offense (as de-
fined in section 982(a)(6)(B) of title 18. United
States Code).

(ii) Civil monetary penalties and assess-
ments imposed in health care cases, includ-
ing amounts recovered under titles XI,
XVIII. and XXI. and chapter 38 of title 31,
United States Code (except as otherwise pro-
vided by law).

(iii) Amounts resulting from the forfeit-
ure of property by reason of a Federal health
care offense.

(iv) Penalties and damages obtained and
otherwise creditable to miscellaneous re-
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ceipts of the general fund of the Treasury ob-
tained under sections 3729 through 3733 of
title 31. United States Code (known as the
False Claims Act), in cases involving claims
related to the provision of health care items
and services (other than funds awarded to a
relator, for restitution or otherwise author-
ized by law).

'(3) APPROPRiATED AMOUNTS TO ACCOUWT.—
(A) IN CENERAL.—There are hereby appro-

priated to the Account from the Trust Fund
such sums as the Secretary and the Attorney
General certify are necessary to carry Out
the purposes described in subparagraph (B).
to be available without further appropria'
tion, in an amount—

(i) with respect to activities of the Office
of the Inspector General of the Department
of Health and Human Services and the Fed-
eral Bureau of Investigations in carrying out
such purposes, not less than—

(I) for fiscal year 1996. $110,000,000.
"(II) for fiscal year 1997, $140,000,000.
'(III) for fiscal year 1998. $160,000,000.

(IV) for fiscal year 1999. $185,000,000,
(V) for fiscal year 2000. $215,000,000.

"(VI) for fiscal year 2001. $240,000,000 and
(VII) for fiscal year 2002. $270,000,000: and

"(ii) with respect to all activities (includ-
ing the activities described in clause (i)) in
carrying Out such purposes, not more than—

(I) for fiscal year 1996. $200,000,000. and
"(II) for each of the fiscal years 1997

through 2002. the limit for the preceding fis-
cal year. increased by 15 percent: and

(iii) for each fiscal year after fiscal year
2002. within the limits for fiscal year 2002 as
determined under clauses (i) and (ii).

"(B) USE OF FUNDS—The purposes de-
scribed in this subparagraph are as follows:

(i) GENERAL USE—To cover the costs (in-
cluding equipment. salaries and benefits, and
travel and training) of the administration
and operation of the health care fraud and
abuse control program established under sec-
tion 1128C(a), including the costs of—

(I) prosecuting health care matters
(through criminal, civil, and administrative
proceedings);

'(II) investigations;
(III) financial and performance audits of

health care programs and operations:
(IV) inspections and other evaluations:

and
"(V) provider and consumer education re-

garding compliance with the provisions of
title XI.

'(ii) USE BY STATE MEDICAiD FRAUD CON-
TROL UNITS FOR INVESTICATION REIMBURSE-
i'rrs.—To reimburse the various State
medicaid fraud control units upon request to
the Secretary for the costs of the activities
authorized under section 2134(b).

(4) ANNUAL REPORT—The Secretary and
the Attorney General shall submit jointly an
annual report to Congress on the amount of
revenue which is generated and disbursed.
and the justification for such disbursements.
by the Account in each fiscal year.'.
SEC. 7102. APPLICATION OF CERTAIN HEALTH

ANTI.FRAUD AND ABUSE SANCTIONS
TO FRAUD AND ABUSE AGAINST
FEDERAL HEALTH PROGRAMS.

(a) CRIMES.—
(I) SOCIAL SECURITY ACT—Section 1128B (42

U5.C. 1320a-7b) is amended as follows:
(A) In the heading, by striking 'MEDICARE

OR STATE HEALTH CARE PROCRAMS" and in-
serting "FEDERAL HEALTH CARE PROCRAMS".

(B) In subsection (a)(l), by striking 'a pro-
gram under title XVIII or a State health
care program (as defined in section 1128(h))"
and inserting •a Federal health care pro-
gram".

(C) In subsection (a)(5). by striking 'a pro-
gram under title XVIII or a State health
care program" and inserting 'a Federal
health care program".
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(D) In the second sentence of subsection

(a)—
(i) by striking "a State plan approved

under title XIX' and inserting 'a Federal
health care program ': and

(ii) by striking 'the State may at its op.
tion (notwithstanding any other provision of
that title or of such plan)" and inserting
"the administrator of such program may at
its option (notwithstanding any other provi-
sion of such program)".

(E) In subsection (b)—
(i) by striking and willfully" each place it

appears:
(ii) by striking $25000" each place it ap-

pears and inserting '$50,000':
(iii) by striking 'title XVIII or a State

health care program' each place it appears
and inserting 'Federal health care pro-
gram

(iv) in paragraph (1) in the matter preced-
ing subparagraph (A). by striking "kind—"
and inserting 'kind with intent to be influ-
enced—":

(v) in paragraph (l)(A), by striking "in re-
turn for referring' and inserting "to refer":

(vi) in paragraph (l)(B). by striking 'in re-
turn for purchasing. leasing. ordering, or ar-
ranging for or recommending" and inserting
'to purchase. lease, order, or arrange for or
recommend':

(vii) in paragraph (2) in the matter pro-
ceeding subparagraph (A). by striking "to in-
duce such person' and inserting 'with intent
to influence such person";

(viii) by adding at the end of paragraphs (I)
and (2) the following sentence: "A violation
exists under this paragraph if one or more
purposes of the remuneration is unlawful
under this paragraph."

(ix) by redesignating paragraph (3) as para-
graph (4):

(x) in paragraph (4) (as redesignated), by
striking 'Paragraphs (I) and (2)" and insert-
ing 'Paragraphs (1). (2). and (3)"; and

(xi) by inserting after paragraph (2) the fol-
lowing new paragraph:

"(3)(A) The Attorney General may bring an
action in the district courts to impose upon
any person who carries Out any activity in
violation of this subsection a civil penalty of
not less than $25,000 and not more than
$50,000 for each such violation, plus three
times the total remuneration offered. paid
solicited. or received.

(B) A violation exists under this para-
graph if one or more purposes of the remu-
neration is unlawful. and the damages shall
be the full amount of such remuneration.

"(C) Section 3731 of title 31, United States
Code, and the Federal Rules of Civil Proce-
dure shall apply to actions brought under
this paragraph.

(D) The provisions of this paragraph do
not affect the availability of other criminal
and civil remedies for such violations.".

(F) In subsection (c). by inserting "(as de-
fined in section 1128(h))" after 'a State
health care program".

(G) By adding at the end the following new
subsections:

'(f) For purposes of this section, the term
'Federal health care program' means—

(1) any plan or program that provides
health benefits, whether directly, through
insurance, or otherwise, which is funded, in
whole or in part, by the United States Gov-
ernment: or

(2) any State health care program, as de-
fined in section 1128(h).

"(g)(l) The Secretary and Administrator of
the departments and agencies with a Federal
health care program may conduct an inves-
tigation or audit relating to violations of
this section and claims within the jurisdic-
tion of other Federal departments or agen-
cies if the following conditions are satisfied:
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Medicare/Medicaid Beneficiary Protection
Program.

PART 11—REVISIONS TO CURRENT
SANCTIONS FOR FRAUD AND ABUSE

SEC. 7110. MANDATORY EXCLUSION FROM PAR-
TICIPATION IN MEDICARE AND
STATE HEALTH CARE PROGRAMS.

(a) INDIVIDUAL CONVICThD OF FELONY RE-
LATING TO HEALTh CARE FRAUD.—

(1) IN GENERAL—Section 1128(a) (42 U.s.c.
1320a-7(a)) is amended by adding at the end
the following new paragraph:

(3) FELONY CONVICTION RELATING TO
HEALTh CARE FRAUD—Any individual or en-
tity that has been convicted after the date of
the enactment of the Medicare Improvement
and Solvency Protection Act of 1995. under
Federal or State law, in connection with the
delivery of a health care item or service or
with respect to any act or omission in a
health care program (other than those spe-
cifically described in paragraph (1)) operated
by or financed in whole or in part by any
Federal. State, or local government agency.
of a criminal offense consisting of a felony
relating to fraud, theft, embezzlement.
breach of fiduciary responsibility, or other
financial misconduct..

(2) CONFORMING AMENDMENT—Paragraph
(1) of section 1128(b) (42 U.S.C. 1320a—7(b)) is
amended to read as follows:

(1) CONViCTION RELATING TO FRAtJD.—Any
individual or entity that has been convicted
after the date of the enactment of the Medi-
care Improvement and Solvency Protection
Act of 1995. under Federal or State law—

(A) of a criminal offense consisting of a
misdemeanor relating to fraud, theft, embez-
zlement, breach of fiduciary responsibility.
or other financial misconduct—

(i) in connection with the delivery of a
health care item or service, or

(ii) with respect to any act or omission in
a health care program (other than those spe-
cifically described in subsection (a)(1)) oper-
ated by or financed in whole or in part by
any Federal, State. or local government
agency; or

(B) of a criminal offense relating to fraud.
theft, embezzlement, breach of fiduciary re-
sponsibility, or other financial misconduct
with respect to any act or omission in a pro-
gram (other than a health care program) op-
erated by or financed in whole or in part by
any Federal. State. or local government
agency.

(b) INDIVIDUAL CONVICThD OF FELONY RE-
LATING TO CONTROLLED SUBSTANCE.—

(1) IN GENERAL—Section 1128(a) (42 U.S.C.
1320a—7(a)), as amended by subsection (a). is
amended by adding at the end the following
new paragraph:

(4) FELONY CONVICTION RELATING TO CON-
TROLLED SUBSTANCE—Any individual or en-
tity that has been convicted after the date of
the enactment of the Medicare Improvement
and Solvency Protection Act of 1995, under
Federal or State law, of a criminal offense
consisting of a felony relating to the unlaw-
ful manufacture, distribution, prescription.
or dispensing of a controlled substance.".

(2) CONFORMING AMENDMENT—Section
1128(b)(3) (42 U.S.C. 1320a—7(b)(3)) is amend-
ed—

(A) in the heading, by striking " CONVIC-
TION" and inserting "MISDEMEANOR CONVIC-
TION": and

(B) by striking "criminal offense" and in-
serting criminal offense consisting of a mis-
demeanor'.
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SEC. 7111. ESTABLISHMENT OF MINIMUM PERIOD

OF EXCLUSION FOR CERTAIN INDI-
VIDUALS AND ENTITIES SUBJECT TO
PERMISSIVE EXCLUSION FROM MED-
ICARE AND STATE HEALTH CARE
PROGRAMS,

Section 1128(c)(3) (42 U.S.C. 1320a—7(c)(3)) is
amended by adding at the end the following
new subparagraphs:

(D) In the case of an exclusion of an indi-
vidual or entity under paragraph (1). (2). or
(3) of subsection (b), the period of the exclu-
sion shall be 3 years. unless the Secretary
determines in accordance with published reg-
ulations that a shorter period is appropriate
because of mitigating circumstances or that
a longer period is appropriate because of ag-
gravating circumstances.

(E) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(4) or
(b) (5), the period of the exclusion shall not be
less than the period during which the indi-
vidual's or entity's license to provide health
care is revoked, suspended. or surrendered.
or the individual or the entity is excluded or
suspended from a Federal or State health
care program.

'(F) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(6)(B),
the period of the exclusion shall be not less
than 1 year.".
SEC. 7112. PERMISSIVE EXCLUSION OF INDIVID-

UALS WITH OWNERSHIP OR CON-
TROL INTEREST IN SANCTIONED EN-
TITIES.

Section 1128(b) (42 U.S.C. 1320a—7(b)) is
amended by adding at the end the following
new paragraph:

(15) INDIVIDUALS CONTROLLING A SANC-
TIONED ENTITY—Any individual who has a di-
rect or indirect ownership or control interest
of 5 percent or more. or an ownership or con-
trol interest (as defined in section 1124(a)(3))
in. or who is an officer or managing em-
ployee (as defined in section 1126(b)) of, an
entity—

"(A) that has been convicted of any offense
described in subsection (a) or in paragraph
(1), (2). or (3) of this subsection: or

(B) that has been excluded from participa-
tion under a program under title XVIII or
under a State health care program.".
SEC. 7113. SANCTIONS AGAINST PRACTITIONERS

AND PERSONS FOR FAILURE TO
COMPLY WITH STATUTORY OBLIGA-
TIONS.

(a) MINIMUM PERIOD OF EXCLUSION FOR
PRACTITIONERS AND PERSONS FAIUNG TO
MEET STATUTORY O5LIGATIONS.—

(1) IN GENERAL—The second sentence of
section 1156(b)(1) (42 U.S.C. 1320c—5(b)(1)) is
amended by striking 'may prescribe) and
inserting "may prescribe, except that such
period may not be less than 1 year)".

(2) COrWORMING AMENDMENT—Section
1156(b)(2) (42 U.S.C. 1320c—5(b) (2)) is amended
by striking "shall remain" and inserting
shall (subject to the minimum period speci-

fied in the second sentence of paragraph (1))
remain".

(b) REPEAL OF UNWILLING OR UNABLE"
CON1ITION FOR IMPOSITION OF SANCTION.—
Section 1156(b)(1) (42 U.S.C. 1320c—5(b)(1)) is
amended—

(I) in the second sentence, by striking "and
determines" and all that follows through
'such obligations,' and

(2) by striking the third sentence.
SEC. 7114. SANCTIONS AGAINST PROVIDERS FOR

EXCESSIVE FEES OR PRICES.
Section 1128(b) (6) (A) (42 U.S.C. 1320a—

7(b)(6)(A)) is amended—
(1) by inserting "(as specified by the Sec-

retary in regulations)" after "substantially
in excess of such individual's or entity's
usual charges" and

(2) striking (or, in applicable cases, sub-
stantially in excess of such individual's or
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entity's costs)' and inserting ". costs or
fees'.
SEC. 7115. APPLICABILITY OF THE BANKRUPTCY

CODE TO PROGRAM SANCTIONS.
(a) EXCLUSION OF INDIVIDUALS Ar'JI) ENTITIES

FROM PARTICIPATION IN FEDERAL HEALTh
CARE PROCRAMS.—Section 1128 (42 U.S.C.
1320a—7) is amended by adding at the end the
following new subsection:

"(j) APPLICABILITY OF BANXRUPTCY PROVI-
SIONS.—An exclusion imposed under this sec-
tion is not subject to the automatic stay im-
posed under section 362 of title II. United
States Code.".

(b) CIVIL MONETARY PENALTIES—Section
1128A(a) (42 U.S.C. 1320a-7a(a)) is amended by
adding at the end the following sentence:
'An exclusion imposed under this subsection
is not subject to the automatic stay imposed
under sec**
SEC. 7114. INTERMEDIATE SANCTIONS FOR MEDI-

CARE HEALTH MAINTENANCE ORGA-
NIZATIONS.

(a) APPLICATION OF INTERMEDIATE SANC-
TIONS FOR ANY PROCRAM VIOLATiONS.—

(1) IN GENERAL—Section 1876(i)(l) (42
U.S.C. 1395mm(i)(1)) is amended by striking

the Secretary may terminate" and all that
follows and inserting ' in accordance with
procedures established under paragraph (9),
the Secretary may at any time terminate
any such contract or may impose the inter-
mediate sanctions described in paragraph
(6)(B) or (6)(C) (whichever is applicable) on
the eligible organization if the Secretary de-
termines that the organization—

'(A) has failed substantially to carry Out
the contract:

'(B) is carrying out the contract in a man-
ner substantially inconsistent with the effi-
cient and effective administration of this
section or

"(C) no longer substantially meets the ap-
plicable conditions of subsections (b), (c). (e),
and (f).'.

(2) OTHER INTERMEDIATE SANCTIONS FOR
MISCELLANEOUS PROGRAM VIOLATIONS—Sec-
tion 1876(i) (6) (42 U.S.C. 1395mm(i) (6)) is
amended by adding at the end the following
new subparagraph:

'(C) In the case of an eligible organization
for which the Secretary makes a determina-
tion under paragraph (1) the basis of which is
not described in subparagraph (A), the Sec-
retary may apply the following intermediate
sanctions:

(i) Civil money penalties of not more than
$25,000 for each determination under para-
graph (1) if the deficiency that is the basis of
the determination has directly adversely af-
fected (or has the substantial likelihood of
adversely affecting) an individual covered
under the organization's contract.

"(ii) Civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under paragraph (9) during which the defi-
ciency that is the basis of a determination
under paragraph (1) exists.

(iii) Suspension of enrollment of individ-
uals under this section after the date the
Secretary notifies the organization of a de-
termination under paragraph (1) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.".

(3) PROCEDURES FOR IMPOSING SANCTIONS—
Section 1876(i) (42 U.S.C. 1395mm(i)) is
amended by adding at the end the following
new paragraph:

(9) The Secretary may terminate a con-
tract with an eligible organization under
this section or may impose the intermediate
sanctions described in paragraph (6) on the
organization in accordance with formal in-
vestigation and compliance procedures es-
tablished by the Secretary under which—
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(A) the Secretary first provides the orga-

nization with the reasonable opportunity to
develop and implement a corrective action
plan to correct the deficiencies that were the
basis of the Secretary's determination under
paragraph (1) and the organization fails to
develop or implement such a plan:

(B) in deciding whether to impose sanc-
tions, the Secretary considers aggravating
factors such as whether an organization has
a history of deficiencies or has not taken ac-
tion to correct deficiencies the Secretary has
brought to the organization's attention;

•'(C) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and

(D) the Secretary provides the organiza-
tion with reasonable notice and opportunity
for hearing (including the right to appeal an
initial decision) before imposing any sanc-
tion or terminating the contract.".

(4) CONFORMING ArNDMErrrs.—Sectjon
I876(i)(6)(B) (42 U.S.C. 1395mm(i)(6)(B)) s
amended by striking the second sentence.

(b) AGREEMENTS WITH PEER REVIEW ORGA-
NIZATIONS—Section 1876(i) (7) (A) (42 U.S.C.
1395mm(i)(7)(A)) is amended by striking 'an
agreement and inserting •'a written agree-
ment".

(c) EFFECTIVE DATE—The amendments
made by this section shall apply with respect
to contract years beginning on or after Janu-
ary 1. 1996.
SEC. 7115. APPLiCABILITY OF THE BANKRUPTCY

CODE TO PROGRAM SANCTIONS.
(a) EXCLUSION OF INDIVIDUALS AND ENTITIES

FROM PARTICIPATION iN FEDERAL HEALTH
CARE PROCRAMS.—Section 1128 (42 U.S.C.
1320a-7) is amended by adding at the end the
following new subsection:

"(j) APPUCABIUTY OF BANKRUPTCY PROVI-
SIONS.—An exclusion imposed under this sec-
tion is not subject to the automatic stay im-
posed under section 362 of title 11, United
States Code.".

(b) CIVIL MONETARY PENALTIES—Section
1128A(a) (42 U.S.C. 1320a-7a(a)) is amended by
adding at the end the following sentence;
'An exclusion imposed under this subsection
is not subject to the automatic stay imposed
under section 362 of title II. United States
Code, and any penalties and assessments im-
posed under this section shall be
nondischargeable under the provisions of
such title.".

(c) OFFSET OF PAYMENTS TO INDIVIDUALS.—
Section 1892(a)(4) (42 U.S.C. 1395ccc(a)(4)) is
amended by adding at the end the following
sentence: "An exclusion imposed under para-
graph (2) (C) (ii) or paragraph (3) (B) is not sub-
ject to the automatic stay imposed under
section 362 of title II. United States Code."
SEC. 7116. AGREEMENTS WITH PEER REVIEW OR-

GANIZATiONS FOR MEDICARE CO.
ORDINATED CARE ORGANIZATIONS.

(a) DEVELOPMENT OF MODEL AGREEMErrr.—
Not later than July 1. 1996, the Secretary
shall develop a model of the agreement that
an eligible organization with a risk-sharing
contract under part C of title XVIII of the
Social Security Act must enter into with an
entity providing peer review services with
respect to services provided by the organiza-
tion under section 1856(d) (7) (A) of such Act.
as added by section 7003(a).

(b) REPORT BY GAO.—
(I) STUDY—The Comptroller General of the

United States shall conduct a study of the
costs incurred by eligible organizations with
risk-sharing contracts under part C of title
XVIII of the Social Security Act of comply-
ing with the requirement of entering into a
written agreement with an entity providing
peer review services with respect to services
provided by the organization, together with
an analysis of how information generated by
such entities is used by the Secretary to as-
sess the quality of services provided by such
eligible organizations.

CONGRESSIONAL RECORD — SENATE
(2) REPORT TO CONGRESS—Not later than

July 1. 1998, the Comptroller General shall
submit a report to the Committee on Ways
and Means and the Committee on Commerce
of the House of Representatives and the
Committee on Finance and the Special Com-
mittee on Aging of the Senate on the study
conducted under paragraph (1).
SEC. 7117. EFFECTIVE DATE.

The amendments made by this chapter
shall take effect January t. 1996.

PART In—ADMINISTRATIVE AND
MISCELLANEOUS PROVISIONS

SEC. 7120. ESTABLISHMENT OF THE HEALTH
CARE FRAUD AND ABUSE DATA COL-
LECTION PROGRAM.

(a) GENERAL PURPOSE—Not later than Jan-
uary 1, 1996. the Secretary shall establish a
national health care fraud and abuse data
collection program for the reporting of final
adverse actions (not including settlements in
which no findings of liability have been
made) against health care providers, suppli-
ers. or practitioners as required by sub-
section (b), with access as set forth in sub-
section (c).

(b) REPORTING O INFORMM1ON.—
(1) IN GENERAL—Each government agency

and health plan shall report any final ad-
verse action (not including settlements in
which no findings of liability have been
made) taken against a health care provider,
supplier, or practitioner.

(2) INFORMATION TO BE REPORTED—The in-
formation to be reported under paragraph (I)
includes:

(A) The name and TIN (as defined in sec-
tion 7701(a) (41) of the Internal Revenue Code
of 1986) of any health care provider, supplier,
or practitioner who is the subject of a final
adverse action.

(B) The name (if known) of any health care
entity with which a health care provider.
supplier, or practitioner is affiliated or asso-
ciated,

(C) The nature of the final adverse action
and whether such action is on appeal.

(D) A description of the acts or omissions
and injuries upon which the final adverse ac-
tion was based, and such other information
as the Secretary determines by regulation is
required for appropriate interpretation of in-
formation reported under this section.

(3) CON IDENTIAL1TY.—ln determining what
information is required, the Secretary shall
include procedures to assure that the privacy
of individuals receiving health care services
is appropriately protected.

(4) TIMING AND FORM OF REPORTING—The
information required to be reported under
this subsection shall be reported regularly
(but not less often than monthly) and in such
form and manner as the Secretary pre-
scribes. Such information shall first be re-
quired to be reported on a date specified by
the Secretary.

(5) TO OM REPORTED—The information
required to be reported under this subsection
shall be reported to the Secretary.

(c) DISCLOSURE AND CORREcTIOr' OF INFOR-
MATION.—

(1) DISCLOSURE—With respect to the infor-
mation about final adverse actions (not in-
cluding settlements in which no findings of
liability have been made) reported to the
Secretary under this section respecting a
health care provider, supplier, or practi-
tioner. the Secretary shall, by regulation.
provide for—

(A) disclosure of the information, upon re-
quest, to the health care provider, supplier.
or licensed practitioner. and

(B) procedures in the case of disputed accu-
racy of the information.

(2) CORRECTIONS—Each Government agen-
cy and health plan shall report corrections of
information already reported about any final
adverse action taken against a health care
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provider, supplier, or practitioner. in such
form and manner that the Secretary pre-
scribes by regulation.

(d) ACCESS TO REPORTED INFORMATION,—
(1) AVAILABILITY.—The information in this

database shall be available to Federal and
State government agencies. health plans,
and the public pursuant to procedures that
the Secretary shall provide by regulation.

(2) FEES FOR DISCLOSURE—The Secretary
may establish or approve reasonable fees for
the disclosure of information in this
database (other than with respect to re-
quests by Federal agencies). The amount of
such a fee may be sufficient to recover the
full costs of carrying Out the provisions of
this section, including reporting, disclosure,
and administration. Such fees shall be avail-
able to the Secretary or. in the Secretary's
discretion to the agency designated under
this section to cover such costs.

(e) PROTECTION FROM LIABILrrY FOR RE-
PORTING—NO person or entity shall be held
liable in any civil action with respect to any
report made as required by this section,
without knowledge of the falsity of the infor-
mation contained in the report.

(f) DEFINITIONS AND SPECLkL RULES—For
purposes of this section:

(1)(A) The term 'final adverse action' in-
cludes:

(i) Civil judgments against a health care
provider or practitioner in Federal or State
court related to the delivery of a health care
item or service.

(ii) Federal or State criminal convictions
related to the delivery of a health care item
or service.

(iii) Actions by Federal or State agencies
responsible for the licensing and certifi-
cation of health care providers, suppliers,
and licensed health care practitioners. in-
cluding—

(I) formal or official actions, such as rev-
ocation or suspension of a license (and the
length of any such suspension), reprimand,
censure or probation.

(II) any other loss of license, or the right
to apply for or renew a license of the pro-
vider, supplier, or practitioner. whether by
operation of law, voluntary surrender.
nonrenewability, or otherwise, or

(III) any other negative action or finding
by such Federal or State agency that is pub-
licly available information.

(iv) Exclusion from participation in Fed-
eral or State health care programs.

(v) Any other adjudicated actions or deci-
sions that the Secretary shall establish by
regulation.

(B) The term does not include any action
with respect to a malpractice claim.

(2) The terms 'licensed health care practi-
tioner", 'licensed practitioner". and 'prac-
titioner" mean, with respect to a State, an
individual who is licensed or otherwise au-
thorized by the State to provide health care
services (or any individual who, without au-
thority holds himself or herself out to be so
licensed or authorized).

(3) The term "health care provider' means
a provider of services as defined in section
1861(u) of the Social Security Act (42 U.S.C.
1395x(u)), and any person or entity, including
a health maintenance organization. group
medical practice, or any other entity listed
by the Secretary in regulation, that provides
health care services.

(4) The term 'supplier' means a supplier of
health care items and services described in
section 1819(a) and (b), and section 1861 of the
Social Security Act (42 U.S.C. 1395i—3(a) and
(b). and 1395x).

(5) The term "Government agency" shall
include:

(A) The Department of Justice.
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(B) The Department of Health and Human

Services.
(C) Any other Federal agency that either

administers or provides payment for the de-
livery of health care services, including, but
not limited to the Department of Defense
and the Veterans Administration.

(D) State law enforcement agencies.
(E) State medicaid fraud and abuse units.
(F) Federal or State agencies responsible

for the licensing and certification of health
care providers and licensed health care prac-
titioners.

(6) The term 'health plan' means a plan or
program that provides health benefits,
whether directly. through insurance, or oth-
er-wise, and includes—

(A) a policy of health insurance:
(B) a contract of a service benefit organiza-

tion:
(C) a membership agreement with a health

maintenance organization or other prepaid
health plan: and

(D) an employee welfare benefit plan or a
multiple employer welfare plan (as such
terms are defined in section 3 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1002).

(7) For purposes of paragraph (1), the exist-
ence of a conviction shall be determined
under section 1128(i) of the Social Security
Act.

(g) CONFORMINC AMENDMENT—Section
1921(d) (42 U.S.C. 1396r—2(d)) is amended by in-
serting and section 7061 of the Medicare Im-
provement and Solvency Protection Act of
1995" after section 422 of the Health Care
Quality Improvement Act of 1986".
SEC. 7121. INSPECTOR GENERAL ACCESS TO AD-

DITIONAL PRACTITIONER DATA
BANK.

Section 427 of the Health Care Quality Im-
provement Act of 1986 (42 U.S.C. 11137) is
amended—

(1) in subsection (a). by adding at the end
the following sentence: 'Information re-
ported under this part shall also be made
available, upon request, to the Inspector
General of the Departments of Health and
Human Services, Defense, and Labor, the Of-
fice of Personnel Management, and the Rail-
road Retirement Board."; and

(2) by amending subsection (b) (4) to read as
follows:

(4) FEES—The Secretary may impose fees
for the disclosure of information under this
part sufficient to recover the full costs of
carrying Out the provisions of this part, in-
cluding reporting, disclosure, and adminis-
tration, except that a fee may not be im-
posed for requests made by the Inspector
General of the Department of Health and
Human Services. Such fees shall remain
available to the Secretary (or, in the Sec-
retary's discretion, to the agency designated
in section 424(b)) until expended.".
SEC. 7122. CORPORATE WHISTLEBLOWER PRO-

GRAM.
Title XI (42 U.S.C. 1301 et seq.) is amended

by inserting after section 1128B the following
new section;

CORPORATE WHISTLEBLOWER PROCRAM
"SEC. I 128C (a) ESTABLISHNT OF PRO-

CRAM—The Secretary, through the Inspector
General of the Department of Health and
Human Services. shall establish a procedure
whereby corporations, partnerships, and
other legal entities specified by the Sec-
retary, may voluntarily disclose instances of
unlawful conduct and seek to resolve liabil-
ity for such conduct through means specified
by the Secretary.

(b) LIMITATION—NO person may bring an
action under section 3730(b) of title 31, Unit-
ed States Code. if. on the date of filing—

'(1) the matter set forth in the complaint
has been voluntarily disclosed to the United
States by the proposed defendant and the de-

CONGRESSIONAL RECORD — SENATE
fendant has been accepted into the voluntary
disclosure program established pursuant to
subsection (a); and

'(2) any new information provided in the
complaint under such section does not add
substantial grounds for additional recovery
beyond those encompassed within the scope
of the voluntary disclosure.".

PART IV—CIVIL MONETARY PENALTIES
SEC. 7121. SOCIAL SECURITY ACT CIVIL MONE

TARY PENALTIES.
(a) GENERAL CIVIL MONETARY PENALTIES.—

Section 1128A (42 U.S.C. 1320a-7a) is amended
as follows:

(1) In the third sentence of subsection (a).
by striking programs under title XV1I1'
and inserting "Federal health care programs
(as defined in section 1 128B(b) (f))'.

(2) In subsection (f)—
(A) by redesignating paragraph (3) as para-

graph (4); and
(B) by inserting after paragraph (2) the fol-

lowing new paragraph:
'(3) With respect to amounts recovered

arising out of a claim under a Federal health
care program (as defined in section 1128B(f)).
the portion of such amounts as is determined
to have been paid by the program shall be re-
paid to the program, and the portion of such
amounts attributable to the amounts recov-
ered under this section by reason of the
amendments made by the Balanced Budget
Reconciliation of 1995 (as estimated by the
Secretary) shall be deposited into the Hos-
pital Insurance Trust Fund.".

(3) In subsection (i)—
(A) in paragraph (2), by striking 'title V.

XVIII, XIX, or XX of this Act" and inserting
'a Federal health care program (as defined

in section 1128B(f))';
(B) in paragraph (4). by striking "a health

insurance or medical services program under
title XVIII or XIX of this Act" and inserting
'a Federal health care program (as so de-
fined)"; and

(C) in paragraph (5). by striking 'title V.
XVIII. XIX, or XX' and inserting a Federal
health care program (as so defined)".

(4) By adding at the end the following new
subsection:

'(m)(l) For purposes of this section, with
respect to a Federal health care program not
contained in this Act, references to the Sec-
retary in this section shall be deemed to be
references to the Secretary or Administrator
of the department or agency with jurisdic-
tion over such program and references to the
Inspector General of the Department of
Health and Human Services in this section
shall be deemed to be references to the In-
spector General of the applicable department
or agency.

(2) (A) The Secretary and Administrator of
the departments and agencies referred to in
paragraph (1) may include in any action pur-
suant to this section. claims within the ju-
risdiction of other Federal departments or
agencies as long as the following conditions
are satisfied:

'(i) The case involves primarily claims
submitted to the Federal health care pro-
grams of the department or agency initiat-
ing the action.

(ii) The Secretary or Administrator of the
department or agency initiating the action
gives notice and an opportunity to partici-
pate in the investigation to the Inspector
General of the department or agency with
primary jurisdiction over the Federal health
care programs to which the claims were sub-
mitted.

(B) If the conditions specified in subpara-
graph (A) are fulfilled. the Inspector General
of the department or agency initiating the
action is authorized to exercise all powers
granted under the Inspector General Act of
978 with respect to the claims submitted to
the other departments or agencies to the
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same manner and extent as provided in that
Act with respect to claims submitted to such
departments or agencies.".

(b) EXCLUDED INDIVIDUAL RETAJNINC OWN-
ERS}{IP OR CONTROL INTEREST IN PARTICIPAT-
INC Er'rryry.—Section 1128A(a) (42 U.S.C.
1320a-7a(a)) is amended—

(1) by striking or" at the end of paragraph
(1)(D);

(2) by striking '. or" at the end of para-
graph (2) and inserting a semicolon;

(3) by striking the semicolon at the end of
paragraph (3) and inserting ": or"; and

(4) by inserting after paragraph (3) the fol-
lowing new paragraph:

'(4) in the case of a person who is not an
organization. agency, or other entity. is ex-
cluded from participating in a program
under title XVIII or a State health care pro-
gram in accordance with this subsection or
under section 1128 and who, at the time of a
violation of this subsection, retains a direct
or indirect ownership or control interest of 5
percent or more. or an ownership or control
interest (as defined in section 1124(a)(3)) in,
or who is an officer or managing employee
(as defined in section 1126(b)) of, an entity
that is participating in a program under title
XVIII or a State health care program;".

(c) EMPLOYER BILUNC FOR SEIWICES FUR-
NISHED, DIRECTED, OR PRESCRIBED BY AN EX-
CLUDED EMPLOYEE—Section 1 128A(a) (1) (42
U.S.C. 1320a-7a(a) (1)) is amended—

(1) by striking "or" at the end of subpara-
graph (C);

(2) by striking •': or" at the end of subpara-
graph (D) and inserting ". or": and

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

"(E) is for a medical or other item or serv-
ice furnished, directed, or prescribed by an
individual who is an employee or agent of
the person during a period in which such em-
ployee or agent was excluded from the pro-
gram under which the claim was made on
any of the grounds for exclusion described in
subparagraph (D);".

(d) CIVIL MONEY PENALTIES FOR ITEMS OR
SERVICES FURNISFIED, DIRECTED, OR PRE-
SCRIBED BY AN EXCLUDED INDIVIDUAL—Sec-
tion 1128A(a)(1)(D) (42 U.S.C. 1320a—
7a(a)(1)(D)) is amended by inserting , di-
rected, or prescribed" after furnished".

(e) MODIFICATIONS OF AMOUNTS OF PEN-
ALTIES AND ASSESSMENTS—Section 1128A(a)
(42 U.S.C. 1320a-7a(a)). as amended by sub-
section (b). is amended in the matter follow-
ing paragraph (4)—

(1) by striking $2,000" and inserting
'$10,000'';
(2) by inserting in cases under paragraph

(4). $10,000 for each day the prohibited rela-
tionship occurs" after 'false or misleading
information was given"; and

(3) by striking "twice the amount" and in-
serting '3 times the amount".

(f) CLAIM FOR ITEM OR SERVICE BASED ON
INCORRECT CODINC OR MEDICALLY UNNECES-
SARY SEjW]CE5.—Section 1128A(a)(1) (42
U.S.C. 1320a-7a(a)(1)) is amended—

(1) in subparagraph (A) by striking
claimed," and inserting claimed, including

any person who engages in a pattern or prac-
tice of presenting or causing to be presented
a claim for an item or service that is based
on a code that the person knows or has rea-
son to know will result in a greater payment
to the person than the code the person knows
or has reason to know is applicable to the
item or service actually provided,":

(2) in subparagraph (C). by striking or" at
the end:

(3) in subparagraph (D), by striking '; or"
and inserting or"; and

(4) by inserting after subparagraph (D) the
following new subparagraph:
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(E) is for a medical or other item or serv-

ice that a person knows or has reason to
know is not medically necessary: or

(g) PERMITtiNG SECRETARY To IMPosE CIVIL
MONETARY PENALTY—Section 1128A(b) (42
U.S.C. 1320a-7a(a)) is amended by adding the
following new paragraph:

(3) Any person (including any organiza-
tion, agency, or other entity, but excluding a
beneficiary as defined in subsection (i)(5))
who the Secretary determines has violated
section 1128B(b) of this title shall be subject
to a civil monetary penalty of not more than
$10000 for each such violation. In addition,
such person shall be subject to an assess-
ment of not more than twice the total
amount of the remuneration offered, paid.
solicited, or received in violation of section
1128B(b). The total amount of remuneration
subject to an assessment shall be calculated
without regard to whether some portion
thereof also may have been intended to serve
a purpose other than one proscribed by sec-
tion 1128B(b).".

(h) 5J'4crioNs AGAINST PRACTITIONERS AND
PERSONS FOR FAILURE TO COMPLY WITh STAT-
UTORY OBLIGATIONS—Section 1156(b)(3) (42
U.S.C. 1320c-5(b)(3)) is amended by striking
"the actual or estimated cost'S and inserting
•up to $10000 for each instance".

(1) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER PRO-
GRAMS OR PLANS.—

(1) OFFER OF REMUNERATION—Section
1128A(a) (42 U.S.C. 1320a-7a(a)) is amended—

(A) by striking 'or" at the end of para-
graph (l)(D):

(B) by striking ". or" at the end of para-
graph (2) and inserting a semicolon;

(C) by striking the semicolon at the end of
paragraph (3) and inserting ": or": and

(D) by inserting after paragraph (3) the fol-
lowing new paragraph:

(4) offers to or transfers remuneration to
any individual eligible for benefits under
title XVIII of this Act, or under a State
health care program (as defined in section
1128(h)) that such person knows or should
know is likely to influence such individual
to order or receive from a particular pro-
vider, practitioner, or supplier any item or
service for which payment may be made, in
whole or in part. under title XVIII. or a
State health care program:'.

(2) REMUNERATION DEFINED—Section
1128A(i) (42 U.S.C. 1320a-'7a(i)) is amended by
adding the following new paragraph:

"(6) The term 'remuneration' includes the
waiver of coinsurance and deductible
amounts (or any part thereof), and transfers
of items or services for free or for other than
fair market value. The term remuneration'
does not include—

"(A) the waiver of coinsurance and deduct-
ible amounts by a person. if—

"(i) the waiver is not offered as part of any
advertisement or solicitation:

(ii) the person does not routinely waive
coinsurance or deductible amounts: and

''(iii) the person—
"(I) waives the coinsurance and deductible

amounts after determining in good faith that
the individual is in financial need:

"(II) fails to collect coinsurance or deduct-
ible amounts after making reasonable collec-
tion efforts: or

'(III) provides for any permissible waiver
as specified in section 1128B(b)(3) or in regu-
lations issued by the Secretary:

'(B) differentials in coinsurance and de-
ductible amounts as part of a benefit plan
design as long as the differentials have been
disclosed in writing to all beneficiaries, third
party payors. and providers, to whom claims
are presented and as long as the differentials
meet the standards as defined in regulations
promulgated by the Secretary not later than
180 days after the date of the enactment of
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the Medicare Improvement and Solvency
Protection Act of 1995: or

(C) incentives given to individuals to pro
mote the delivery of preventive care as dè
termined by the Secretary in regulations so
promulgated.

(j) EFFECTIVE DATE—The amendments
made by this section shall take effect Janu-
ary 1. 1996.

PART V—CHAPTER 5—AMENDMENTS TO
CRIMINAL LAW

SEC. 7131. HEALTH CARE FRAUD.
(a) FINES AND IMPRISONMErrr FOR HEALTh

CARE FRAIJD VIOLATIONS—Chapter 63 of title
18, United States Code, is amended by adding
at the end the following new section:
11347. Health care fraud

"(a) Whoever knowingly and willfully exe-
cutes, or attempts to execute, a scheme or
artifice—

'(1) to defraud any health plan or other
person, in connection with the delivery of or
payment for health care benefits, items, or
services: or

'(2) to obtain, by means of false or fraudu-
lent pretenses. representations, or promises.
any of the money or property owned by or
under he custody or control of. any health
plan, or person in connection with the deliv-
ery of or payment for health care benefits,
items, or services:
shall be fined under this title or imprisoned
not more than 10 years, or both. If the viola.
tion results in serious bodily injury (as de-
fined in section 1365(g) (3) of this title), such
person may be imprisoned for any term of
years.

'(b) For purposes of this section, the term
'health plan' has the same meaning given
such term in section 7061(f)(6) of the Medi-
care Improvement and Solvency Protection
Act of 1995.".

(b) CLERICAL ArvNDMENT.—The table of
sections at the beginning of chapter 63 of
title 18, United States Code, is amended by
adding at the end the following:
'1347. Health care fraud.".

SEC. 7132. FORFEITURES FOR FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAi,,,—Section 982(a) of title 18.
United States Code, is amended by adding
after paragraph (5) the following new para-
graph:

(6)(A) The court, in imposing sentence on
a person convicted of a Federal health care
offense, shall order the person to forfeit
property, real or personal. that constitutes
or is derived, directly or indirectly, from
gross proceeds traceable to the commission
of the offense,

(B) For purposes of this paragraph, the
term 'Federal health care offense' means a
violation of, or a criminal conspiracy to vio-
late—

'(i) section 1347 of this title:
"(ii) section 1128B of the Social Security

Act: and
"(iii) sections 287. 371. 664. 666. 669. 1001.

1027, 1341, 1343, 1920. or 19S4 of this title if the
violation or conspiracy relates to health care
fraud.

(b) CONFORMING AMENDMENT—Section
982(b)(1)(A) of title 18. United States Code. is
amended by inserting "or (a)(6)" after

(c) PROPERTY FORFEITED DEPOSITED IN FED-
ERAL HOSPITAL INSURANCE TRUST FUND.—

(I) IN GENERAL—After the payment of the
costs of asset forfeiture has been made. and
notwithstanding any other provision of law.
the Secretary of the Treasury shall deposit
into the Federal Hospital Insurance Trust
Fund pursuant to section 1817(k)(2)(C) of the
Social Security Act, as added by section
7101(b). an amount equal to the net amount
realized from the forfeiture of property by
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reason of a Federal health care offense pur-
suant to section 982(a) (6) of title 18, United
States Code.

(2) COSTS OF ASSET FORFEIT1JRE,—For pur-
poses of paragraph (1), the term 'payment of
the costs of asset forfeiture" means—

(A) the payment. at the discretion of the
Attorney General, of any expenses necessary
to seize, detain, inventory, safeguard. main-
tain. advertise, sell. or dispose of property
under seizure, detention. or forfeited, or of
any other necessary expenses incident to the
seizure, detention, forfeiture, or disposal of
such property. including payment for—.

(i) contract services,
(ii) the employment of outside contractors

to operate and manage properties or provide
other specialized services necessary to dis-
pose of such properties in an effort to maxi-
mize the return from such properties; and

(iii) reimbursement of any Federal, State.
or local agency for any expenditures made to
perform the functions described in this sub-
paragraph:

(B) at the discretion of the Attorney Gen-
eral, the payment of awards for information
or assistance leading to a civil or criminal
forfeiture involving any Federal agency par-
ticipating in the Health Care Fraud and
Abuse Control Account;

(C) the compromise and payment of valid
liens and mortgages against property that
has been forfeited. subject to the discretion
of the Attorney General to determine the va-
lidity of any such lien or mortgage and the
amount of payment to be made, and the em-
ployment of attorneys and other personnel
skilled in State real estate law as necessary;

(D) payment authorized in connection with
remission or mitigation procedures relating
to property forfeited; and

(E) the payment of State and local prop-
erty taxes on forfeited real property that ac-
crued between the date of the violation giv-
ing rise to the forfeiture and the date of the
forfeiture order.
SEC. 7133. INJUNCTIVE RELIEF RELATING TO

FEDEkAL HEALTH CARE OFFENSES.
(a) IN GENERAL—Section 1345(a) (1) of title

18. United States Code, is amended—
(I) by striking "or" at the end of subpara-

graph (A):
(2) by inserting "or" at the end of subpara-

graph (B); and
(3) by adding at the end the following new

subparagraph:
(C) committing or about to commit a

Federal health care offense (as defined in
section 982(a) (6) (B) of this title);".

(b) FREEZING OF ASSETS.—Section 1345(a) (2)
of title 18. United States Code, is amended by
inserting "or a Federal health care offense
(as defined in section 982(a)(6)(B))" after
"title)''.
SEC. 7134. GRAND JURY DISCLOSURE.

Section 3322 of title 18. United States Code.
is amended—

(1) by redesignating subsections (c) and (d)
as subsections (d) and (e), respectively: and

(2) by inserting after subsection (b) the fol-
lowing new subsection:

"(c) A person who is privy to grandjury in-
formation concerning a Federal health care
offense (as defined in section 982(a) (6) (B))—

"(1) received in the course of duty as an at-
torney for the Government: or

"(2) disclosed under rule 6(e) (3) (A) (ii) of the
Federal Rules of Criminal Procedure:
may disclose that information to an attor-
ney for the Government to use in any inves-
tigation or civil proceeding relating to
health care fraud,".
SEC. 7135. FALSE STATEMENTS.

(a) IN GENERAL—Chapter 47. of title 18.
United States Code, is amended by adding at
the end the following new section:
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" 1035. False statements relating to health

care matters
(a) Whoever, in any matter involving a

health plan. knowingly and willfully fal-
sifies, conceals, or covers up by any trick.
scheme, or device a material fact, or makes
any false, fictitious, or fraudulent state-
ments or representations. or makes or uses
any false writing or document knowing the
same to contain any false, fictitious, or
fraudulent statement or entry. shall be fined
under this title or imprisoned not more than
5 years. or both.

(b) For purposes of this section. the term
'health plan' has the same meaning given
such term in section 7061(f)(6) of the Medi-
care Improvement and Solvency Protection
Act of 1995.''.

(b) CLERICAL AMENDMENT—The table of
sections at the beginning of chapter 47 of
title 18, United States Code, in amended by
adding at the end the following:

1035. False statements relating to health
care matters.".

SEC. 7136. OBSTRUCTION OF CRIMINAL INVES-
TIGATIONS, AUDITS. OR INSPEC-
TIONS OF FEDERAL HEALTH CARE
OFFENSES.

(a) IN GENERAL—Chapter 73 of title 18.
United States Code, is amended by adding at
the end the following new section:
11518. Obstruction of criminal investiga-

tions, audits, or inspections of Federal
heakh care offenses

(a) IN GENERAL—Whoever willfully pre-
vents, obstructs, misleads, delays or at-
tempts to prevent, obstruct. mislead, or
delay the communication of information or
records relating to a Federal health care of-
fense to a Federal agent or employee in-
volved in an investigation, audit, inspection,
or other activity related to such an offense.
shall be fined under this title or imprisoned
not more than 5 years. or both.

(b) FEDERAL HEALTH CARE OFFENSE—AS
used in this section the term 'Federal health
care offense' has the same meaning given
such term in section 982(a) (6) (5) of this title,

(c) CRIMINAL INVESTIGATOR—As used in
this section the term 'criminal investigator'
means any individual duly authorized by a
department, agency. or armed force of the
United States to conduct or engage in inves-
tigations for prosecutions for violations of
health care offenses,".

(b) CLERICAL AMENDMENT—The table of
sections at the beginning of chapter 73 of
title 18, United States Code. is amended by
adding at the end the following:

"1518. Obstruction of criminal investiga-
tions, audits, or inspections of
Federal health care offenses.",

SEC. 7137. THEFT OR EMBEZZLEMENT,

(a) IN GENERAL—Chapter 31 of title 18,
United States Code. is amended by adding at
the end the following new section:
1669. Theft or embezzlement in connection

with health care
"(a) IN GENERAL—Whoever willfully em-

bezzles, steals. or otherwise without author-
ity willfully and unlawfully converts to the
use of any person other than the rightful
owner, or intentionally misapplies any of the
moneys. funds, securities. premiums. credits,
property, or other assets of a health plan,
shall be fined under this title or imprisoned
not more than 10 years. or both,

(b) HEALTH PLAN—As used in this section
the term health plan' has the same meaning
given such term in section 7061(f)(6) of the
Medicare Improvement and Solvency Protec-
tion Act of 1995.".

(b) CLERICAL AMENDMENT—The table of
sections at the beginning of chapter 31 of
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title 18, United States Code. is amended by
adding at the end the following:

"669. Theft or embezzlement in connection
with health care,".

SEC. 7138. LAUNDERING OF MONETARY INSTRU-
MENTS.

Section 1956(c) (7) of title 18, United States
Code. is amended by adding at the end the
following new subparagraph:

"(F) Any act or activity constituting an
offense involving a Federal health care of-
fense as that term is defined in section
982(a)(6)(5) of this title.''.
SEC. 7139. AUTHORIZED INVESTIGATIVE DEMAND

PROCEDURES.
(a) IN GENERAL—Chapter 233 of title 18,

United States Code, is amended by adding
after section 3485 the following new section:
" 3486. Authorized investigative demand pro-

cedures
'(a) AUTHORIZXFION.—
"(1) In any investigation relating to func-

tions set forth in paragraph (2), the Attorney
General or designee may issue in writing and
cause to be served a subpoena compelling
production of any records (including any
books, papers, documents. electronic media,
or other objects or tangible things). which
may be relevant to an authorized law en-
forcement inquiry, that a person or legal en-
tity may possess or have care, custody. or
control, A custodian of records may be re-
quired to give testimony concerning the pro-
duction and authentication of such records.
The production of records may be required
from any place in any State or in any terri-
tory or other place subject to the jurisdic-
tion of the United States at any designated
place: except that such production shall not
be required more than 500 miles distant from
the place where the subpoena is served, Wit-
nesses summoned under this section shall be
paid the same fees and mileage that are paid
witnesses in the courts of the United States.
A subpoena requiring the production of
records shall describe the objects required to
be produced and prescribe a return date
within a reasonable period of time within
which the objects can be assembled and made
available.

'(2) Investigative demands utilizing an ad-
ministrative subpoena are authorized for any
investigation with respect to any act or ac-
tivity constituting or involving health care
fraud, including a scheme or artifice—

'(A) to defraud any health plan or other
person. in connection with the delivery of or
payment for health care benefits, items. or
services; or

'(5) to obtain, by means of false or fraudu-
lent pretenses, representations. or promises,
any of the money or property owned by. or
under the custody or control or. any health
plan. or person in connection with the deliv-
ery of or payment for health care benefits.
items, or services.

(b) SERVICE—A subpoena issued under
this section may be served by any person
designated in the subpoena to serve it, Serv-
ice upon a natural person may be made by
personal delivery of the subpoena to such
person. Service may be made upon a domes-
tic or foreign association which is subject to
suit under a common name, by delivering the
subpoena to an officer, to a managing or gen-
eral agent. or to any other agent authorized
by appointment or by law to receive service
of process. The affidavit of the person serv-
ing the subpoena entered on a true copy
thereof by the person serving it shall be
proof of service.

"(c) ENFORCEMENT—In the case of contu-
macy by or refusal to obey a subpoena issued
to any person. the Attorney General may in-
voke the aid of any court of the United
States within the jurisdiction of which the
investigation is carried on or of which the
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subpoenaed person is an inhabitant. or in
which such person carries on business or
may be found, to compel compliance with
the subpoena. The court may issue an order
requiring the subpoenaed person to appear
before the Attorney General to produce
records. if go ordered, or to give testimony
touching the matter under investigation.
Any failure to obey the order of the court
may be punished by the court as a contempt
thereof, All process in any such case may be
served in any judicial district in which such
person may be found.

(d) IMMUNITY FROM CIVIL LIABILITY—Not-
withstanding any Federal, State, or local
law, any person. including officers. agents.
and employees, receiving a subpoena under
this section, who complies in good faith with
the subpoena and thus produces the mate-
rials sought. shall not be liable in any court
of any State or the United States to any cus-
tomer or other person for such production or
for nondisclosure of that production to the
customer,

(e) USE IN ACTION AGAiNST INDIvIDU.LS.—
(1) Health information about an individ-

ual that is disclosed under this section may
not be used in, or disclosed to any person for
use in, any administrative. civil. or criminal
action or investigation directed against the
individual who is the subject of the informa-
tion unless the action or investigation arises
Out of and is directly related to receipt of
health care or payment for health care or ac-
tion involving a fraudulent claim related to
health: or if authorized by an appropriate
order of a court of competent jurisdiction,
granted after application showing good cause
therefore.

(2) In assessing good cause, the court
shall weigh the public interest and the need
for disclosure against the injury to the pa-
tient, to the physician-patient relationship,
and to the treatment services.

"(3) Upon the granting of such order, the
court. in determining the extent to which
any disclosure of all or any part of any
record is necessary. shall impose appropriate
safeguards against unauthorized disclosure,

'(1) HEALTH PLAN—As used in this section
the term 'health plan' has the same meaning
given such term in section 7061(f)(6) of the
Medicare Improvement and Solvency Protec-
tion Act of 1995.'.

(b) CRICa AMENDMENT—The table of
sections for chapter 223 of title 18. United
States Code. is amended by inserting after
the item relating to section 3485 the follow-
ing new item:

"3486. Authorized investigative demand pro-
cedures.".

(c) CONFORMING AMENDMENT—Section
1510(b) (3) (5) of title 1$, United States Code, is
amended by inserting 'or a Department of
Justice subpoena (issued under section
3486)," after "subpoena".

PART V1—STATE HEALTH CARE FRAUD
CONTROL UNITS

SEC. 7141. STATE HEALTH CARE FRAUD CONTROL
UNITS.

(a) EXTENSION OF CONCuwr AUTHORITY
TO INVESTIGATE AND PROSECUTE FRAUD IN
OTHER FEDERAL PROGRAMS—Section
1903(q)(3) (42 U.S.C. 1396b(q)(3)) is amended—

(1) by inserting "(A)" after "in connection
with": and

(2) by striking "title,' and inserting 'title;
and (5) in cases where the entity's function
is also described by subparagraph (A), and
upon the approval of the relevant Federal
agency. any aspect of the provision of health
care services and activities of providers of
such services under any Federal health care
program (as defined in section 11285(b) (1)).".

(b) EXTENSION OF AUTHORITY TO INvES-
TIGATE AND PROSECUTE PATIENT ABUSE IN
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Non-Medicaid Board and Care Facilities.—.
Section 1903(q)(4) (42 U.S.C. 1396b(q)(4)) is
amended to read as follows:

(4)(A) The entity has—
(i) procedures for reviewing complaints of

abuse or neglect of patients in health care
facilities which receive payments under the
State plan under this title;

"(ii) at the option of the entity, procedures
for reviewing complaints of abuse or neglect
of patients residing in board and care facili-
ties; and

• (iii) procedures for acting upon such com-
plaints under the criminal laws of the State
or for referring such complaints to other
State agencies for action.

(B) For purposes of this paragraph, the
term •board and care facility means a resi-
dential setting which receives payment from
or on behalf of two or more unrelated adults
who reside in such facility, and for whom one
or both of the following is provided:

• (i) Nursing care services provided by. or
under the supervision of, a registered nurse,
licensed practical nurse, or licensed nursing
assistant.

(ii) Personal care services that assist resi-
dents with the activities of daily living, in-
cluding personal hygiene. dressing. bathing,
eating, toileting, ambulation, transfer, posi-
tioning. self-medication, body care, travel to
medical services, essential shopping. meal
preparation, laundry, and housework.
PART WI—MEDICARE/MEDICAID BILLING

ABUSE PREVENTION
SEC. 7151. UNIFORM MEDICARE/MEDICAID APPLI-

CATION PROCESS.
Not later than 1 year after the date of the

enactment of this Act, the Secretary shall
establish procedures and a uniform applica-
tion form for use by any individual or entity
that seeks to participate in the programs
under titles XVIII and XIX of the Social Se-
curity Act (42 U.S.C. 1395 et seq.; 42 U.S.C.
1396 et seq.). The procedures established shall
include the following:

(1) Execution of a standard authorization
form by all individuals and entities prior to
submission of claims for payment which
shall include the social security number of
the beneficiary and the TIN (as defined in
section 7701(a) (41) of the Internal Revenue
Code of 1986) of any health care provider,
supplier, or practitioner providing items or
services under the claim,

(2) Assumption of responsibility and liabil-
ity for all claims submitted.

(3) A right of access by the Secretary to
provider records relating to items and serv-
ices rendered to beneficiaries of such pro-
grams.

(4) Retention of source documentation.
(5) Provision of complete and accurate doc-

umentation to support all claims for pay-
ment.

(6) A statement of the legal consequences
for the submission of false or fraudulent
claims for payment.
SEC. 7152. STANDARDS FOR UNIFORM CLAIMS.

(a) ESTABLISHMENT OF STANDARDS. -—Not
later than 1 year after the date of the enact-
ment of this Act, the Secretary shall estab-
lish standards for the form and submission of
claims for payment under the medicare pro-
gram under title XVIII of the Social Secu-
rity Act (42 U.S.C. 1395 et seq.) and the med-
icaid program under title XIX of such Act (42
U.S.C. 1396 et seq.).

(b) ENSURING PROVIDER RESPONSIBILITY.—
In establishing standards under subsection
(a). the Secretary, in consultation with ap-
propriate agencies including the Department
of Justice, shall include such methods of en-
suring provider responsibility and account-
ability for claims submitted as necessary to
control fraud and abuse,

(c) USE OF ELECTRONIC MEDIA—The Sec-
retary shall develop specific standards which
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govern the submission of claims through
electronic media in order to control fraud
and abuse in the submission of such claims
SEC. 7153. UNIØUE PROVIDER IDENTIFICATION

CODE.
(a) ESTABLISHMENT OF SYSTEM—Not later

than 1 year after the date of the enactment
of this Act, the Secretary shall establish a
system which provides for the issuance of a
unique identifier code for each individual or
entity furnishing items or services for which
payment may be made under title XVIII or
XIX of the Social Security (42 U.S.C. 1395 et
seq.; 1396 et seq.). and the notation of such
unique identifier codes on all claims for pay-
ment,

(b) APPLICATION FEE.—The Secretary shall
require an individual applying for a unique
identifier code under subsection (a) to sub-
mit a fee in an amount determined by the
Secretary to be sufficient to cover the cost
of investigating the information on the ap-
plication and the individual's suitability for
receiving such a code.
SEC. 7154. USE OF NEW PROCEDURES.

No payment may be made under either
title XVIII or XIX of the Social Security Act
(42 U.S.C. 1395 et seq.: 42 U.S.C. 1396 et seq.)
for any item or service furnished by an indi-
vidual or entity unless the requirements of
sections 7102 and 7103 are satisfled,
SEC. 7155. REQUIRED BILLING, PA'X?i4ENT, AND

COST LIMIT CALCULATION TO BE
BASED ON SITE WHERE SERVICE IS
FURNISHED.

(a) CONDITIONS OF PARTJCIPA'flON,—Section
1891 (42 U.S.C. 1395bbb) is amended by adding
at the end the following new subsection:

(g) A home health agency shall submit
claims for payment of home health services
under this title only on the basis of the geo-
graphic location at which the service is fur-
nished, as determined by the Secretary.".

(b) WAGE ADJUS'flvNT.—Section
1861(v) (I)(L) (iii) (42 U.S.C. 1395x(v) (1) (L) (iii))
is amended by striking "agency is located"
and inserting "service is furnished",

Subchapter B—Additional Provisions to
Combat Waste. Fraud, and Abuse

PART I—WASTE AND ABUSE REDUCTION
SEC. 7161. PROHIBITING UNNECESSARY AND

WASTEFUL MEDICARE PAYMENTS
FOR CERTAIN ITEMS.

Notwithstanding any other provision of
law. including any regulation or payment
policy, the following categories of charges
shall not be reimbursable under title XVIII
of the Social Security Act:

(I) Tickets to sporting or other entertain-
ment events,

(2) Gifts or donations.
(3) Costs related to team sports.
(4) Personal use of motor vehicles,
(5) Costs for fines and penalties resulting

from violations of Federal, State. or local
laws.

(6) Tuition or other education fees for
spouses or dependents of providers of serv-
ices. their employees, or contractors.
SEC. 7162. APPLICATION OF COMPETITIVE AC-

QUISITION PROCESS FOR PART B
ITEMS AND SERVICES.

(a) GENERAL RULE—Part B of title XVIII is
amended by inserting after section 1846 the
following new section:

COMPETITION ACQUISITION FOR ITEMS AND
SERV1CS

"SEC. 1847. (a) ESTABLISHMENT OF BIDDING
AREAS.—

(1) IN GENERAL—The Secretary shall es-
tablish competitive acquisition areas for the
purpose of awarding a contract or contracts
for the furnishing under this part of the
items and services described in subsection (c)
on or after January 1. 1996. The Secretary
may establish different competitive acquisi-
tion areas under this subsection for different
classes of items and services under this part.
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(2) CRITERIA FOR ESTAEUSFIENT.—The

competitive acquisition areas established
under paragraph (1) shall—

(A) initially be within. or be centered
around metropolitan statistical areas;

(B) be chosen based on the availability
and accessibility of suppliers and the prob-
able savings to be realized by the use of com-
petitive bidding in the furnishing of items
and services in the area; and

(C) be chosen so as to not reduce access to
such items and services to individuals resid-
ing in rural and other underserved areas..

(b) AWARDING OF COr\mcTS IN AREAS.—
(1) IN GENERAL—The Secretary shall con-

duct a competition among individuals and
entities supplying items and services under
this part for each competitive acquisition
area established under subsection (a) for
each class of items and services,

(2) CONDiTIONS FOR AWARDINC CONTRACT,—
The Secretary may not award a contract to
any individual or entity under the competi-
tion conducted pursuant to paragraph (1) to
furnish an item or service under this part
unless the Secretary finds that the individ-
ual or entity—

(A) meets quality standards specified by
the Secretary for the furnishing of such item
or service: and

"(B) offers to furnish a total quantity of
such item or service that is sufficient to
meet the expected need within the competi-
tive acquisition area and to assure that ac-
cess to such items (including appropriate
customized items) and services to individ-
uals residing in rural and other underserved
areas is not reduced,

(3) CONTENTS OF CONTRACT—A contract
entered into with an individual or entity
under the competition conducted pursuant
to paragraph (1) shall specify (for all of the
items and services within a class)—

(A) the quantity of items and services the
entity shall provide: and

(B) such other terms and conditions as
the Secretary may require.

'(c) SERVICES DSCRrnED.—The items and
services to which the provisions of this sec-
tion shall apply are as follows:

(1) Durable medical equipment and medi-
cal supplies.

(2) Oxygen and oxygen equipment.
(3) Such other items and services with re-

spect to which the Secretary determines the
use of competitive acquisition under this
section to be appropriate and cost-effec-
tive,",

(b) ITEMS AND SERV1CS TO BE FURI.nSi-iEr,
ONLY THROUGH COMPETITIVE ACQUISITION.—
Section 1862(a) (42 U.S.C. 1395y(a)) is amend-
ed—

(1) by striking "or' at the end of paragraph
(14);

(2) by striking the period at the end of
paragraph (15) and inserting" or" and

(3) by inserting after paragraph (15) the fol-
lowing new paragraph:

"(16) where such expenses are for an item
or service furnished in a competitive acquisi-
tion area (as established by the Secretary
under section 1847(a)) by an individual or en-
tity other than the supplier with whom the
Secretary has entered into a contract under
section 1847(b) for the furnishing of such
item or service in that area, unless the Sec-
retary finds that such expenses were in-
curred in a case of urgent need,",

(c) REDUCTION IN PAYMENT AMOUNTS IF
COMPETITIVE ACQUISITION FAILS To ACHIEVE
MINIMUM REDUCTIOr'J IN PAYMENTS,—Notwith-
stand ing any other provision of title XVIII of
the Social Security Act, if the establishment
of competitive acquisition areas under sec-
tion 1847 of such Act (as added by subsection
(a)) and the limitation of coverage for items
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and services under part B of such title to
items and services furnished by providers
with competitive acquisition contracts
under such section does not result in a re-
duction, beginning on January 1, 1997, of at
least 20 percent (40 percent in the case of ox-
ygen and oxygen equipment) in the projected
payment amount that would have applied to
an item or service under part B if the item
or service had not been furnished through
competitive acquisition under such section.
the Secretary shall reduce such payment
amount by such percentage as the Secretary
determines necessary to result in such a re-
duction. Notwithstanding this section. in no
case can the Secretary make a payment for
items and services described in Section
1847(c) that are greater than that required by
other provisions of the Balanced Budget Rec-
onciliation Act of 1995.
SEC. 7163. REDUCING EXCESSIVE BILLINGS AND

UTILIZATION FOR CERTAIN ITEMS.
Section 1834(a)(15) (42 U.S.C. 1395m(a)(15))

is amended by striking ' Secretary may"
both places it appears and inserting Sec-
retary shall'.
SEC. 7164. IMPROVED CARRIER AUTHORITY TO

REDUCE EXCESSIVE MEDICARE PAY-
MENTS.

(a) GENERAL RULE—Section 1834(a)(10)(B)
(42 U.S.C. 1395m(a)(10)(B)) is amended by
striking 'paragraphs (8) and (9)" and all that
follows through the end of the sentence and
inserting 'section 1842(b)(8) to covered items
and suppliers of such items and payments
under this subsection as such provisions (re-
lating to determinations of grossly excessive
payment amounts) apply to items and serv-
ices and entities and a reasonable charge
under section 1842(b)'.

(b) REPEAL OF OBSOLETE PROVISIONS.—
(1) Section 1842(b)(8) (42 U.S.C. 1395u(b)(8))

is amended—
(A) by striking subparagraphs (B) and (C),
(B) by striking (8)(A)' and inserting

"(8)", and
(C) by redesigriating clauses (i) and (ii) as

subparagraphs (A) and (B), respectively.
(2) Section 1842(b)(9) (42 U.S.C. 1395u(b)(9))

is repealed.
(c) PAYMENT FOR SURCICAL DRESSINCS.—

Section 1834(i) (42 U.S.C. 1395m(i)) is amend-
ed by adding at the end the following new
paragraph:

(3) GROSSLY EXCESSIVE PAYMENT
AMOUNTS—Notwithstanding paragraph (1).
the Secretary may apply the provisions of
section 1842(b) (8) to payments under this sub-
section.".
SEC. 7165. EFFECTIVE DATE.

The amendments made by this chapter
shall apply to items and services furnished
under title XVIII of the Social Security Act
on or after January 1, 1996.

PART 11—MEDICARE BILLING ABUSE
PREVENTION

SEC. 7171. IMPLEMENTATION OF GENERAL AC-
COUNTING OFFICE RECOMMENDA-
TIONS REGARDING MEDICARE
CLAIMS PROCESSING.

(a) IN GENERAL—Not later than 90 days
after the date of the enactment of this Act.
the Secretary shall, by regulation, contract.
change order, or otherwise, require medicare
carriers to acquire commercial automatic
data processing equipment (in this sub-
chapter referred to as 'ADPE") meeting the
requirements of section 7122 to process medi-
care part B claims for the purpose of identi-
fying billing code abuse.

(b) SUPPLEMENTATION—Any ADPE ac-
quired in accordance with subsection (a)
shall be used as a supplement to any other
ADPE used in claims processing by medicare
carriers.

(c) STANDARDIZATiON—In order to ensure
uniformity, the Secretary may require that
medicare carriers that use a common claims
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processing system acquire common ADPE in
implementing subsection (a).

(d) IMPLEMENTATION DATE—Any ADPE ac-
quired in accordance with subsection (a)
shall be in use by medicare carriers not later
than 180 days after the date of the enactment
of this Act.
SEC. 7172. MINIMUM SOFTWARE REQUIREMENTS.

(a) IN GENERAL—The requirements de-
scribed in this section are as follows:

(1) The ADPE shall be a commercial item.
(2) The ADPE shall surpass the capability

of ADPE used in the processing of medicare
part B claims for identification of code ma-
nipulation on the day before the date of the
enactment of this Act.

(3) The ADPE shall be capable of being
modified to—

(A) satisfy pertinent statutory require-
ments of the medicare program; and

(B) conform to general policies of the
Health Care Financing Administration re-
garding claims processing.

(b) MIr'iMuM STANDARDS—Nothing in this
subchapter shall be construed as preventing
the use of ADPE which exceeds the minimum
requirements described in subsection (a).
SEC. 7173. DISCLOSURE.

(a) IN GENERAL.—Notwthstanding any
other provision of law, and except as pro-
vided in subsection (b). any ADPE or data re-
lated thereto acquired by medicare carriers
in accordance with section 7171(a) shall not
be subject to public disclosure.

(b) EXCEPTION—The Secretary may au-
thorize the public disclosure of any ADPE or
data related thereto acquired by medicare
carriers in accordance with section 7 121(a) if
the Secretary determines that—

(1) release of such information is in the
public interest: and

(2) the information to be released is not
protected from disclosure under section
552(b) of title 5, United States Code.
SEC. 7174. REVIEW AND MODIFICATION OF REGU-

LATIONS.
Not later than 30 days after the date of the

enactment of this Act, the Secretary shall
order a review of existing regulations, guide-
lines, and other guidance governing medi-
care payment policies and billing code abuse
to determine if revision of or addition to
those regulations, guidelines, or guidance is
necessary to maximize the benefits to the
Federal Government of the use of ADPE ac-
quired pursuant to section 7171.
SEC. 7175. DEFINITIONS.

For purposes of this chapter—
(1) The term automatic data processing

equipment" (ADPE) has the same meaning
as in section 111(a) (2) of the Federal Property
and Administrative Services Act of 1949 (40
U.S.C. 759(a) (2)).

(2) The term ' billing code abuse" means
the submission to medicare carriers of
claims for services that include procedure
codes that do not appropriately describe the
total services provided or otherwise violate
medicare payment policies.

(3) The term commercial item" has the
same meaning as in section 4(12) of the Office
of Federal Procurement Policy Act (41 U.S.C.
403(12)).

(4) The term medicare part B' means the
supplementary medical insurance program
authorized under part B of title XVIII of the
Social Security Act (42 U.S.C. 1395j—1395w.-4).

(5) The term 'medicare carrier" means an
entity that has a contract with the Health
Care Financing Administration to determine
and make medicare payments for medicare
part B benefits payable on a charge basis and
to perform other related functions.

(6) The term 'payment policies" means
regulations and other rules that govern bill-
ing code abuses such as unbundling, global
service violations. double billing, and unnec-
essary use of assistants at surgery.
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(7) The term 'Secretary" means the Sec-

retary of Health and Human Services.
PART Ill—REFORMING PAYMENTS FOR

AMBULANCE SERVICES

SEC. 7141. REFORMING PA1ENTS FOR AMBU.
LANCE SERVICES.

(a) IN GENERAL—Section 1834 (42 U.S.C.
1395m) is amended by adding at the end the
following new subsection:

(k) PAYMENT FOR AMBULANCE SvICEs.—
"(1) IN CENERAL.—Notwithstanding any

other provision of this part (except Section
1861(v)(1)(V)) with respect to ambulance serv-
ices described in section 1861(s)(7), payment
shall be made based on the lesser of—

"(A) the actual charges for the services: or
"(B) the amount determined by a fee

schedule developed by the Secretary,
"(2) FEE SCHEDULE—The fee schedule es-

tablished under paragraph (1) shall be estab-
lished on a regional. statewide, or carrier
service area basis (as the Secretary may de-
termine to be appropriate) for services per-
formed on or after January 1, 1996.

'(3) SEPARATE PAYMENT LEVELS.—
"(A) IN CEr'JERAL.—In establishing the fee

schedule under paragraph (2), the Secretary
shall establish separate payment rates for
advanced life support and basic life support
services, Payment levels shall be restricted
to the basic life support level unless the pa-
tient's medical condition or other cir-
cumstance necessitates (as determined by
the Secretary in regulations) the provisions
of advanced life support services.

'(B) NOOurINE BASIS—The Secretary
shall also establish appropriate payment lev-
els for the provision of ambulance services
that are provided on a routine or scheduled
basis. Such payment levels shall not exceed
80 percent of the applicable rate for unsched-
uled transports.

(5) SPECLA.L RULE FOR END STACE RENAL
DISEASE BENEFICIARIES—The Secretary shall
direct the carriers to identify end stage renal
disease beneficiaries who receive ambulance
transports and—

'(A) make no payment for scheduled am-
bulance transports unless authorized in ad-
vance by the carrier: or

(B) make no additional payment for
scheduled ambulance transports for bene-
ficiaries that have utilized ambulance serv-
ices twice within 4 continuous days, or 7

times within a continuous 15-day period. un-
less authorized in advance by the carrier: or

(C) institute other such safeguards as the
Secretary may determine are necessary to
ensure appropriate utilization of ambulance
transports by such beneficiaries.".

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to services
furnished under title XVIII of the Social Se-
curity Act on and after January 1, 1997.

PART IV—REWARDS FOR INFORMATION

SEC. 7192. REWARDS FOR INFORMATION LEAD-
ING TO HEALTH CARE FRAUD PROS-
ECUTION AND CONVICTION.

(a) IN GEr'JERAL.—In special circumstances,
the Secretary of Health and Human Services
and the Attorney General of the United
States may jointly make a payment of up to
$10,000 to a person who furnishes information
unknown to the Government relating to a
possible prosecution for health care fraud.

(b) Ir'JELICIBLE PERSONS—A person is not
eligible for a payment under subsection (a)
if—

(1) the person is a current or former officer
or employee of a Federal or State govern-
ment agency or instrumentality who fur-
nishes information discovered or gathered in
the course of government employment:

(2) the pet-son knowingly participated in
the offense:
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(3) the information furnished by the person

Consists of allegations or transactions that
have been disclosed to the public—

(A) in a criminal, civil, or administrative
proceeding:

(B) in a congressional, administrative, or
General Accounting Office report, hearing.
audit, or investigation: or

(C) by the news media, unless the person is
the original source of the information; or

(4) in the judgment of the Attorney Gen-
eral. it appear's that a person whose illegal
activities are being prosecuted or inves-
tigated could benefit from the award.

(c) DEFINmONS.—
(I) HEALTh CARE FRAUD—For purposes of

this section. the term "health care fraud'
means health care fraud within the meaning
of section 1347 of title 18, United States Code,

(2) ORICINAL SOURCE—For the purposes of
subsection (b)(3)(C), the term original
source" means a person who has direct and
independent knowledge of the information
that is furnished and has voluntarily pro-
vided the information to the Government
prior' to disclosure by the news media.

(d) No JUDICIAL REVIEW—Neither the fail-
ure of the Secretary of Health and Human
Services and the Attorney General to au-
thorize a payment under subsection (a) nor
the amount authorized shall be subject toju-
dicial review.

McCAIN (AND OTHERS)
AMENDMENT NO. 2971

Mr, MCCAIN (for himself. Mr.
FEINGOLD. Mr. ThOMPSON, Mr, KERRY,
and Mr, FAIRCLOTH) proposed an
amendment to the bill S. 1357, supra; as
follows:

Strike section 1301 and insert the follow-
ing:
SEC. 1301. ELIMINATION OF MARKET PROMOTION

PROGRAM.

(a) IN GENEi—Section 203 of the Agri-
cultural Trade Act of 1978 (7 U.S.C. 5623) is
repealed,

(b) TRANSIT]ONAL ASSISTANCE—The Sec-
retary of Agriculture is authorized to take
such actions are necessary to facilitate the
transition to the private sector of activities
carried out under the market promotion pro-
gram established under section 203 of the Ag-
ricultural Trade Act of 1978 (7 U.S.C. 5623) (as
in effect prior to the amendment made by
subsection (a)).

(c) COOt1NC AMENDMENTS.—
(I) Section 211 of the Act (7 U.S.C. 5641) is

amended by striking subsection (c).
(2) Section 402(a)(l) of the Act (7 U.S.C.

5662(a) (1)) is amended by striking 203.".
(3) Section 1302 of the Omnibus Budget

Reconciliation Act of 1993 (Public Law 103—
66: 7 U.S.C. 5623 note) is repealed.
SEC. 1301A. TERMINATION OF ADVANCED LIGHT-

WATER REACTOR PROGRAM.
(a) ADVANCED LICHT-WATER REACTOR PRO-

CRAM.—(1) The Secretary of Energy shall ter-
minate the Advanced Light-water Reactor
program.

(2) Except as provided in subsection (c), the
Secretary of Energy may not obligate or ex-
pend funds for the program referred to in
paragraph (1) except to pay the costs associ-
ated with the termination of that program.

(b) ASSUMPTION OF PROCRAM OPERATIONS.—
The Secretary of Energy shall take appro-
priate actions to ensure the assumption by a
private consortium of the research oper-
ations and activities (including the purchase
of capital equipment necessary for suc:h op-
erations and activities) under the programs
referred to in subsection (a)(l). Such actions
may include the obligation and expenditure
of funds available for such programs.
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SEC. 13018. TIMBER ACCESS ROADS. (A) REpL.—Section 306 of the Inter-

(a) IN GENERAL—Notwithstanding any national Travel Act of 1961 (22 U.S.C. 2128) is
other law, the Secretary of Agriculture and - 'repealed.
the Secretary of the Interior, in or in cbn- (B) UNEXPENDED FUNDS—Any fees that are
nection with a contract for the sale of tim- deposited in the general fund of the Treasury
ber on Federal land, shall require the con- pursuant to section 306(d) of the Inter-
tractor to pay a fair prorated share for the national Travel Act of 1961 (22 U.S.C. 2128(d))
construction and maintenance of any road before the effective date specified in sub.
that is required to provide access to the tim- section (d)(l) shall remain available to the
ber harvest area. Secretary of Commerce until expended.

(b) CONSIDERATIONS—In determining the (C) PENALTIES—Section 307 of the Inter-
share of a contractor under subsection (a). national Travel Act of 1961 (22 U.S.C. 2129) is
the Secretary of Agriculture and the Sec- repealed.
retary of the Interior, respectively, shall (7) TITLE 5.—
consider— (A) UNDER SECRETARY OF COMMERCE FOR

(I) the various uses to which a road will be TRAVEL AND TOURISM—Section 5314 of title 5.
put. such as providing access to other areas United States Code. is amended by stdking
of Federal land for purposes of recreation or 'Under Secretary of Commerce for Travel
maintenance and other purposes; and and Tourism" in the item relating to Under

(2) the benefit to the public in carrying Out Secretaries of Commerce.
the harvest, in the case of a salvage sale or (B) DIRECTOR. UNITED STATES TRAVEL SERV-
other sale in which the carrying out of the ICE—Section 5316 of title 5. United States
harvest provides a public benefit. Code. is amended by striking the following

(c) REQUIREMENT—The Secretary of Agri- item:culture and the Secretary of the Interior "Director. United States Travel Service,shall require the contractor described in sub- Department of Commerce.".
section (a) to pay the full cost of timber con- (c) TERMINATION OF AFFAIRS: FURTHERstruction access roads referred to in sub- MEASURES—The Secretary of Commercesection (a) if the road is not authorized for shall provide for—purposes other than timber within the appli- (I) the termination of the United Statescable forest management plan. Trade and Travel Administration by the date
SEC. 1301C. TERMINATION OF THE UNITED specified in subsection (d)(l); andSTATES TRAVEL AND TOURISM AD- (2) such further measures and dispositionMINISTRATION. as may be necessary to carry out this sec-(a) TERMINATION OF THE UNITED STATES tion, including the disposition of any unex-TRAVEL AND TOURISM ADMINISTRATION—The
United States Travel and Tourism Adminis- pended funds made available for the United

States Trade and Travel Administration.tration of the Department of Commerce is
(d) EFFECTIVE DATES.—.-terminated.

(b) CONFOR!VflNC (I) IN GENERI.L.—Subsections (a) and (b)

(I) SMALL BUSINESS ACT—Section shall become effective on October 1. 1997.
21(c)(3)(O) of the Small Business Act (15 (2) DUTIES OF THE SECRETARY OF COM-
U.S.C. 648(c)(3)(O)) is amended by striking MERCE.—Subsection (c) shall become effec-
in conjunction with the United States tive on the date of enactment of this Act,

Travel and Tourism Administration.", SEC. 1301D. RECOUPMENT OF CERTAIN DEPART.
(2) DEPARTMENT OF COMMERCE APPROPRIA- MENT OF DEFENSE COSTS FOR

TIONS ACT. 1988.—The first sentence of section EQUIPMENT SOLD DIRECTLY BY
CONTRACTORS TO FOREIGN COUN.108 of the Department of Commerce Appro- TRIES AND INTERNATIONAL ORGA.priations Act. 1988 (15 U.S.C. 1531) is amended NIZATIONS.by striking the Export Administration. (a) RECOUPMENT REQUIRED.—and the United States Travel and Tourism (I) IN CENERAL.—Chapter 141 of title 10,Administration.' and inserting "and the Ex- United States Code, is amended by adding atport Administration.", the end the following:

(3) ACT OF FEBRUARY 4, 1903—Section 12 of
the Act of February 14. 1903 (32 Stat. 826. §2410k. Recoupment of costs: certain costs
chapter 552; 15 U.S.C. 1511) is amended— associated with major defense equipment

(A) by striking subsection (b) and sold directly by contractors to foreign
(B) by redesignating subsections (c) countries and international organizations

through (g) as subsections (b) through (f). re- '(a) CONTRACT CLAUSE.—Each contract of
spectively. the Department of Defense for the procure-

(4) INTERNATIONAL. TRAVEL ACT OF 1961.— ment of major defense equipment shall in-
(A) PERFORMANCE OF THE UNITED STATES dude a clause that provides for the Depart-

TRAVEL AN]) TOURISM ADMINISTRATION,—Sec- ment of Defense to recoup from the contrac-
tion 206 of the International Travel Act of tor, for each unit of such equipment that is
1961 (22 U.S.C. 2123d) is repealed. sold directly to an eligible country or inter-

(B) UNITED STATES TRAVEL ANtI) TOURISM AD- national organization, the unit amount of
MINISTRATION—Section 301 of the Inter- any nonrecurring costs incurred by the De-
national Travel Act of 1961 (22 U.S.C. 2124) is partment of Defense for research, develop-
repealed. ment. and production of such equipment.

(C) TOURISM POLICY COUNCIL—Section (b) UNTE AMOUNT—For purposes of this
302(b)(1) of the International Travel Act of section. the unit amount of the nonrecurring
1961 (22 U.S.C. 2124a(b)(1)) is amended— costs of research, development, and produc-

() by striking subparagraph (B): tion of major defense equipment to be re-
(ii) by redesignating subparagraph (C) as couped from a contractor is one-half of the

subparagraph (B): amount that is determined by dividing—
(iii) by striking subparagraph (D): and '(1) the total amount of such costs that
(iv) by redesignating subparagraphs (E) have been incurred by the Department of De-

through (P) as subparagraphs (C) through fense for such equipment, by
(N). respectively. (2) the sum of—

(5) RuRAL TOURISM DEVELOPMENT FOUNDA- '(A) the estimated total number of the
liON—Section 4 of the Tourism Policy and units of such equipment that will be sold by
Export Promotion Act of 1992 (22 U.S.C. the contractor directly to eligible foreign
2124c) is amended by striking 'the Under countries and international organizations.
Secretary of Commerce for Travel and Tour- and
ism' each place it appears and inserting '(B) the estimated total number of the
'the Secretary of Commerce". units of such equipment that will be pur-

(6) UNITED STATES TRAVEL AND TOURiSM AD- chased from such contractor by the Depart-
MINISTRATION FACIL]TATION FEE.— ment of Defense.
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• (c) MAXIMUM AMOUNT RECOUPED—The

total amount of the nonrecurring costs of re-
search. development, and production re-
couped from a contractor under this section
for particular major defense equipment may
not exceed the amount determined by mul-
tiplying—

•

(1) the unit amount computed for such
equipment under subsection (b). by

(2) twice the number estimated for such
equipment under paragraph (2)(A) of such
subsection in the computation of the unit
amount.

(d) WAIVER AW1IORITY,—The President
may waive recoupment of up to 50 percent of
the unit amount for each unit of major de-
fense equipment sold to an eligible country
or international organization by a contrac-
tor if the President determines that the
recoupment requirement would otherwise be
a severe impediment to the sale.

(e) SOURCE OF PAYMENT OF RECOUPMENT.—
A contractor may pay amounts to be re-
couped by the Department of Defense Out of
any charges that the contractor imposes on
an eligible country or international organi-
zation for such purpose or Out of any other
source of funds available to the contractor.

(f) DEFINrnONS.—In this section:
(1) The term 'major defense equipment

has the meaning given that term in section
47(6) of the Arms Export Control Act (22
U.S.C. 2794(6)).

'(2) The terms nonrecurring costs of re-
search. development, and production 'eligi-
ble country, and eligible international or-
ganization have the meanings applicable to
such terms for purposes of section 21 of the
Arms Export Control Act (22 U.S.C. 2761)..

(2) CLERICAL AMENDMENT—The table of
sections at the beginning of such chapter is
amended by inserting after the item relating
to section 24 101 the following:

2410k Recoupment of costs: certain costs
associated with major defense
equipment sold directly by con
tractors to foreign countries
and international organiza-
tions.

(b) EFFECTIVE DATE—Section 2410k of title
10. United States Code, as added by sub-
section (a). shall take effect on the date that
is 90 days after the date of the enactment of
this Act and shall apply with respect to so-
licitations issued by the Department of De-
fense for offers for contracts for the procure-
ment of major defense equipment (as defined
in such section) on or after that date.
SEC. I3OIE. RECOUPMENT OF CERTAIN DEPART-

MENT OF DEFENSE COSTS FOR
EQUIPMENT SOLD UNDER THE ARMS
EXPORT CONTROL ACT.

(a) RECOUPMENT REQUIRED.—
(1) IN GENERAL—The Arms Export Control

Act is amended by inserting after section 22
the following:
"SEC. 22A. RECOUPMENT OF COSTS: CERTAIN

COSTS ASSOCIATED WITH MAJOR
DEFENSE EQUIPMENT SOLD UNDER
THE ACT.

(a) LETTER OF OFFER CLAUSE—Each let-
ter of offer for the sale of major defense
equipment under this Act to a foreign coun-
try or international organization shall in-
clude a clause that provides for the Depart-
ment of Defense to recoup from the foreign
country or international organization the
unit amount of any nonrecurring costs in-
curred by the Department of Defense for re-
search, development, and production of such
equipment.

(b) UNIT AMOUN'T.—FOr purposes of this
section, the unit amount of the nonrecurring
costs of research, development, and produc-
tion of major defense equipment to be re-
couped from a foreign country or inter-
national organization is one-half of the
amount that is determined by dividing—
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(1) the total amount of such costs that

have been incurred by the Department of De-
fense for such equipment, by

(2) the sum of—
(A) the estimated total number of the

units of such equipment that will be sold by
the contractor directly to eligible foreign
countries and international organizations.
and

(B) the estimated total number of the
units of such equipment that will be pur-
chased from such contractor by the Depart-
ment of Defense.

'(c) MAXIMUM AMOUNT RECOUPED—The
total amount of the nonrecurring costs of re-
search, development, and production re-
couped from a foreign country or inter-
national organization under this section for
particular major defense equipment may not
exceed the amount determined by multiply-
ing—

(1) the unit amount computed for such
equipment under subsection (b), by

"(2) twice the number estimated for such
equipment under paragraph (2)(A) of such
subsection in the computation of the unit
amount.".

(2) CONFORJ41NG AMENDMENT—Section
21(e)(1)(B) of the Arms Export Control Act
(22 U.S.C. 2761(e)(l)(B)) is amended by insert-
ing '. as determined in section 22A, after
proportionate amount'.
(b) EFFECTIVE DATE—Section 22A of the

Arms Export Control Act, as added by sub-
section (a). shall take effect on the date that
is 90 days after the date of the enactment of
this Act and shall apply with respect to let-
ters of offer for the sale of major defense
equipment issued on or after that date.
SEC. I3OIF. WAIVER OF CHARGES TO RECOUP

NONRECURRING COSTS FOR MAJOR
DEFENSE EQUIPMENT SOLD UNDER
THE ARMS EXPORT CONTROL ACT.

Section 21(e)(2) of the Arms Export Control
Act (22 U.S.C. 2761(e) (2)) is amended—

(1) by inserting (A)' immediately after
"(2)'; and

(2) by adding at the end the following:
(B) The President may reduce or waive up

to 50 percent of the charge or charges which
would otherwise be considered appropriate
under paragraph (1)(B) if the President deter-
mines that imposition of the full charge or
charges would be a severe impediment to the
sale of the major defense equipment.'.
SEC. 1301G. ELIMINATION OF AUTHORITY AND

FUNDING FOR HIGHWAY DEM-
ONSTRATION PROJECTS.

(a) IN GENERAL—Except as provided in
subsection (c) and except in the case of a
contract or agreement entered into before
the date of enactment of this Act, notwith-
standing any other provision of law, the Sec-
retary of Transportation may not enter into
any contract or agreement to carry Out, or
carry Out, a demonstration project or pro-
gram authorized under—

(1) the Intermodal Surface Transportation
Efficiency Act of 1991 (Public Law 102—240);

(2) the Surface Transportation and Uni-
form Relocation Assistance Act of 1987 (Pub-
lic Law 100—17):

(3) the Surface Transportation Assistance
Act of 1982 (Public Law 97—424):

(4) any law described in section 6002(c): or
(5) any other law.
(b) PROHIBITION ON EXPENDITURE OF

FUNDS—Except as provided in subsection (c),
no Federal funds shall be expended in con-
nection with a demonstration project or pro-
gram subject to subsection (a).

(c) EXCEPTION—Subsections (a) and (b)
shall not apply to any contract or agreement
entered into, or any funds made available,
solely for the purpose of terminating, as a
result of this Section, any action or activity
involving a demonstration project or pro-
gram subject to subsection (a).
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(d) RESCISSION OF FUNDS—There are re-

scinded—
(1) any amounts set aside or otherwise

made available, for demonstration projects
and programs subject to subsection (a), that
are not expended as a result of this section;
and

(2) the underlying appropriations for the
amounts described in paragraph (1).
SEC. 1301H. RURAL UTILITIES SERVICE COSTS

SAVINGS AND EFFICIENCIES,

Of the funds made available for the Rural
Utilities Service, no funds shall be used in
the form of a direct and guaranteed electric
and telephone loan if the Administrator of
the Rural Utilities Service finds no substan-
tial need for the federally funded insured
loans, The Administrator shall make a deter-
mination of need based on factors including
the following:

(1) evidence that the applicant does not
have the working capital available to inter-
nally finance the activity for which loan
funds are requested: and

(2) documentation that the financing need
cannot be met first directly from sources of
private credit, or second from sources of pri-
vate credit with a guarantee of the principal
of and interest on the loan, unless the appli-
cant cannot, in accordance with generally
accepted management and accounting prin-
ciples and without charging rates to its cus-
tomers or subscribers so high as to create a
substantial disparity between such rates and
the rates charged for similar service in the
same or nearby areas by other suppliers, pro-
vide service consistent with the objectives of
the Rural Electrification Act,
SEC. 13011. AMENDMENT TO THE EXPORT-IM-

PORT BANK ACT OF 1945.

The third sentence of section 2(b)(1)(B) of
the Export.Import Bank Act of 1945 (12
U.S.C. 635(b)(1)(B)) is amended to read as fol-
lows: 'The Bank shall consider its average
cost of money as one factor in its determina-
tion of interest rates and shall otherwise
seek to reduce to the extent feasible the cost
of transactions under its loan, guarantee and
insurance programs as calculated in accord-
ance with the requirements of the Federal
Credit Reform Act of 1990 through—

(i) adjustments in fees, repayment terms
and other conditions,

(ii) continuation of efforts to reach inter-
national agreements to reduce government
subsidized export financing, and

(iii) other methods, where such consider-
ation and methods of reducing the cost of
transactions do not impair the Bank's pri-
mary function of expanding United States
exports through fully competitive financ-
ing.".
SEC. 1301J, PRIVATE SECTOR FUNDING FOR CER-

TAIN RESEARCH AND DEVELOP-
MENT BY NASA RELATING TO AIR.
CRAFT PERFORMANCE.

(a) REQUIREMENT FOR PRIVATE SECTOR
FUNDING—Except as provided in subsection
(b), the Administrator of the National Aero-
nautics and Space Administration may not
carry Out research and development activi-
ties relating to the performance of aircraft
(including supersonic aircraft and subsonic
aircraft) unless the Administrator receives
payment in full for such activities from the
private sector,

(b) EXCEPTIONS—The limitation set forth
in subsection (a) does not apply to any re-
search and development activities referred
to in that subsection that are necessary for—

(1) ensuring the safety and security of the
national air space system; or

(2) mitigating the environmental effects of,
or noise resulting from, the operation of air-
craft.
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SEC. 1301K. AUCTION OF ELECTROMAGNETXC

SPECTRUM.
(a) REPi. OF EXISTING AUTHORITY To AL-

LOCATE SPECTRUM—Cl) Subsections (i) and (j)
of Section 309 of the Communications Act of
1934 (47 U.S.C. 309) are repealed.

(2) No regulation prescribed by the Federal
Communications Commission under the au
thority set forth in such subsection (i) or 0).
or under any other provision of law authoriz-
ing the Commission to prescribe regulations
for the grant of licenses or permits for the
use of the electromagnetic spectrum, shall
have any further force or effect after the
date of the enactment of this Act.

(b) GRANT OF LICENSES AND PERMITS BY
COMPETITIVE BIDDING—Such section is fur-
ther amended by adding at the end the fol-
lowing:

"(i) REQUREMENT FOR C0MPE-rI-nvE BID-
DING.—

(1) REQuIREMENT—Except as provided in
paragraph (2). the Commission shall grant a
license or construction permit involving the
use of a portion of the electromagnetic spec-
trum not covered by a license or permit
granted before the date of the enactment of
the Balanced Budget Reconciliation Act of
1995 only through the use of a system of com-
petitive bidding established by the Commis-
sion.

(2) EXCEPTIONS.—
(A) IN GENERAL—Subject to subpara-

graphs (B) and (C). the Commission may
grant a license or permit covered this sub-
section—.

(i) by alternative adjudication;
(ii) without a fee; or
(iii) for a nominal fee.
(B) TERM OF LOW-FEE LICENSES AND PER-

MITS—The term of a license granted under
clause (ii) of subparagraph (A) or a permit
granted under clause (iii) of that subpara-
graph may not exceed 10 years. except that
the Commission may permit the renewal of
the license or permit for an additional period
of 10 years.

(C) NOTICE AND WAIT REQUIREMENT—The
Commission may not grant a license or per-
mit under this paragraph until 120 days after
the date on which the Commission submits
to the Committee on Commerce. Science,
and Transportation of the Senate and the
Committee on Commerce of the House of
Representatives a notice of the intent of the
Commission to so grant the license or per-
mit.

(D) CorrEr.rs OF NOTICE—Each notice
submitted under subparagraph (C) shall in-
clude the following:

(i) A justification for the decision to
grant the license or permit in question under
this paragraph.

(ii) An estimate of the revenue that the
United States will forego as a result of the
grant of the license or permit under this
paragraph.

(iii) An explanation of the manner in
which the license or permit will be granted.

(iv) If the license or permit will be grant-
ed under clause (ii) or (iii) of subparagraph
(A). an explanation why the grant of the li-
cense or permit under such clause will be
more beneficial to the public interest than
the grant of the license or permit under
paragraph (1).'.
SEC. 1301L. PROHXBITION PROCUREMENT OF AD-

DITIONAL B-2 BOMBER AXRCRAFT.
(a) PROHIBITION—Notwithstanding any

other provision of law, funds available to the
Department of Defense may not be obligated
or expended—

(1) to procure additional B-2 bomber air-
craft in excess of the 20 operational and one
prototype aircraft for which funds were ap-
propriated before the date of the enactment
of this Act; or

(2) to maintain an industrial base capabil.
ity for B-2 bomber production in excess of

that which is necessary to complete produc-
tion and delivery of the 20 operational and
one prototype B-2 bomber aircraft referred
to in paragraph (I) and associated spares and
repair parts necessary for those aircraft.

(b) RULE OF CONSTRUCTION—A provision of
law may not be construed as modifying or
superseding the prohibition in subsection (a)
unless that provision of law—

(I) specifically refers to this section; and
(2) specifically states that such provision

of law modifies or supersedes the provisions
of this section.
SEC. 1301M. COST SHARING OF GOVERNMENT RE-

SEARCH ASSISTING THE FOSSIL
FUELS XNDUSTRY.

(a) COST SHARJNG.—Notwithstanding any
other law. the Secretary of Energy shall re-
quire that at least 75 percent of the cost of
any research and development project under
the fossil fuels program of the Department of
Energy be paid for from non-Federal sources.

(b) TERMINATION AND TRANSFER OF
PROJECTS—Not later than 1 year after the
date of enactment of this Act. the Secretary
of Energy shall—

(1) terminate any fossil fuels program re-
search and development project that does
not meet the cost-sharing requirement of
subsection (a): and

(2) take all actions necessary to transfer
any such projects to the private sector,

BYRD (AND OTHERS) AMENDMENT
NO. 2972

Mr. BYRD (for himself. Mr. FORD. Mr.
BUMPERS, and Mr. PRYOR) proposed an
amendment to the bill 5. 1357. supra: as
follows:

Strike section 6002.
On page 1746. line 11, strike '2001' and in-

sert '2000".
On page 1747. strike the matter between

lines 7 and 8. and insert;
For calendar year: The percentage is:

1995 100 percent
1996 80 percent
1997 60 percent
1998 40 percent
1999 .......... 20 percent.

CHAFEE (AND OThERS)
AMENDMENT NO. 2973

Mr. CHAFEE (for himself, Mr.
CONRAD, and Mr. KERRY) proposed an
amendment to the bill 5. 1357. supra: as
follows:

On page 767. strike lines 12 through 15 and
insert the following:

(3) provide for making medical assistance
available to any individual receiving cash
benefits under title XVI by reason of disabil-
ity (including blindness) or receiving medi-
cal assistance under section 1902(f) (as in ef-
fect on the day before the date of enactment
of this Act); and".

BYRD (AND OTHERS) AMENDMENT
NO. 2974

(Ordered to lie on the table.)
Mr. BRYD (for himself. Mr.

FEINGOLD, Mr. SIMON. Mr. DORGAN, Mr.
ROBB, Mr. HOLLINGS. and Mr. BUMPERS)
submitted an amendment intended to
be proposed by them to the bill 5. 1357,
supra: as follows:

On page 1469. strie beginning with line 1

and all that follows through page 1650, line 9.

BOND (AND PRYOR) AMENDMENT
NO. 2975

Mr. BOND (for himself Mr. PRYOR,
Mr. DOLE. Mr. DOMENICI, Mr.
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COvERDELL. Mr. STEVENS. and Mr.
PRESSLER) proposed an amendment to
the bill 5. 1357. supra: as follows:

On page 1553. beginning with line 13. strike
all through page 1588. line 24. and insert:

Subchapter A—Health Insurance Costs of
Self-Employed Individuals

SEC. 12201. INCREASE IN DEDUCTION FOR
HEALTH INSURANCE COSTS OF
SELF•EMPLOYED INDXVIDUALS.

(a) INCREASE N DEDUCTION—Section 162(1)
is amended—

(1) by striking '30 percent' in paragraph
(I) and inserting "the applicable percent-
age", and

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

"(6) APPLICABLE PERCENTAGE—For pur-
poses of paragraph (1). the applicable per-
centage shall be determined as follows:

The applicable
beginning in percentage is:

1996 and 1997 60

1998 and thereafter 100."

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

SNOWE (AND OTHERS)
AMENDMENT NO. 2976

Ms. SNOWE (for herself, Mr. JEF-
FORDS. Mr. COHEN. Mr. KERRY. Mr.
DODD, Mr. D'AMATO. Mr. SHELBY. Mr.
BIDEN. Mr. MOCK. Mrs. HUTCHJSON, and
Mr. GRAMM) proposed an amendment to
the bill 5. 1357. supra: as follows:

On page 606. between lines 13 and 14, insert
the following:
SEC. 7058. SENSE OF SENATE REGARDING COV-

ERAGE FOR TREATMENT OF BREAST
AND PROSTATE CANCER UNDER
MEDLCARE.

(a) FINDINGS—The Senate finds that—
(I) breast and prostate cancer each strike

about 200,000 persons annually. and each
claims the lives of over 40.000 annually:

(2) medicare covers treatments of breast
and prostate cancer including surgery, chem-
otherapy. and radiation therapy:

(3) the Omnibus Budget Reconciliation Act
of 1993 (OBRA) expanded medicare to cover
self-administered chemotherapeutic oral-
cancer drugs which have the same active in-
gredients as drugs previously available in
injectable or intravenous form;

(4) half of all women with breast cancer.
and thousands of men with prostate cancer
which has spread beyond the prostate. need
hormonal therapy administered through oral
cancer drugs which have never been avail-
able in injectable or intravenous form; and

(5) medicare's failure to cover oral cancer
drugs for hormonal therapy makes the cov-
ered treatments less effective.

(b) SENSE OF SENATE—It is the sense of the
Senate that medicare should not discrimi-
nate among breast and prostate cancer vic-
tims by providing drug treatment coverage
for some but not all such cancers, and that
the budget reconciliation conferees should
amend medicare to provide coverage for
these important cancer drug treatments.

DORGAN (AND OTHERS)
AMENDMENT NO. 2977

Mr. DORGAN (for himself. Mr. KEN-
NEDY. Mr. REID. Mr. FEINGOLD, Mr.
BUMPERS, and Mr. HARKIN) proposed an
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amendment to the bill S. 1357, supra; as
follows:

At the end of chapter 1 of subtitle I of title
XII insert the following new section:
SEC. 2. TAXATION OF INCOME OF CONTROLLED

FOREIGN CORPORATIONS ArrRIB-
UTABLE TO IMPORTED PROPERTY.

(a) GENERAL RuLE—Subsection (a) of sec-
tion 954 (defining foreign base company in-
come) is amended by striking and" at the
end of paragraph (4), by striking the period
at the end of paragraph (5) and inserting
and', and by adding at the end the following
new paragraph:

(6) imported property income for the tax-
able year (determined under subsection (h)
and reduced as provided in subsection
(b)(5))."

(b) DEFTNrrION OF IMPORTED PROPERTY IN-
COME—Section 954 is amended by adding at
the end the following new subsection:

(h) IMPORTED PROPERTY INCOME,—
(I) IN CENERAL.—For purposes of sub-

section (a)(6). the term imported property
income means income (whether in the form
of profits. commissions, fees, or otherwise)
derived in connection with—

'(A) manufacturing, producing. growing,
or extracting imported property,

(B) the sale, exchange, or other disposi-
tion of imported property, or

(C) the lease, rental, or licensing of im-
ported property.
Such term shall not include any foreign oil
and gas extraction income (within the mean-
ing of section 907(c)) or any foreign oil relat-
ed income (within the meaning of section
907(c)).

"(2) IMPORTED PROPERTY—For purposes of
this subsection—

(A) IN CENERAL.—Except as otherwise pro-
vided in this paragraph. the term imported
property' means property which is imported
into the United States by the controlled for-
eign corporation or a related person.

(B) IMPORTED PROPERTY INCLUDES CERTAIN
PROPERTY IMPORTED BY UNRELATED PER-
SONS—The term imported property' in-
cludes any property imported into the Unit
ed States by an unrelated person if. when
such property was sold to the unrelated per-
son by the controlled foreign corporation (or
a related person), it was reasonable to expect
that—

(i) such property would be imported into
the United States, or

"(ii) such property would be used as a com-
ponent in other property which would be im-
ported into the United States.

(C) EXCEPTION FOR PROPERTY SUBSE-
QUENTLY EXPORTED—The term imported
property' does not include any property
which is imported into the United States and
which—

(i) before substantial use in the United
States. is sold, leased, or rented by the con-
trolled foreign corporation or a related per-
son for direct use, consumption, or disposi-
tion outside the United States, or

(ii) is used by the controlled foreign cor-
poration or a related person as a component
in other property which is so sold, leased, or
rented.

(3) DEFINrrIONS ANT) SPECIAL RULES.—
'(A) IMPORT—For purposes of this sub-

section. the term 'import' means entering, or
withdrawal from warehouse, for consumption
or use. Such term includes any grant of the
right to use an intangible (as defined in sec-
tion 936(b) (3) (B)) in the United States.

(B) UNRELATED PERSOT'J.—For purposes of
this subsection, the term unrelated person'
means any person who is not a related per-
son with respect to the controlled foreign
corporation.

"(C) COORDINATION WITH FOREICN BASE COM-
PANY SALES INCOME—For purposes of this
section. the term 'foreign base company
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sales income' shall not include any imported
property income."

(c) SEPARATE APPLICATION OF LIMITATIONS
ON FOREICN TAX CREDIT FOR IMPORTED PROP-
ERTY INCOME.—

(I) IN CENERAL.—Paragraph (I) of section
904(d) (relating to separate application of
section with respect to certain categories of
income) is amended by striking and" at the
end of subparagraph (H), by redesignating
subparagraph (I) as subparagraph (J), and by
inserting after subparagraph (H) the follow-
ing new subparagraph:

"(I) imported property income, and",
(2) IMPORTED PROPERTY INCOME DEFINED.—

Paragraph (2) of section 904(d) is amended by
redesignating subparagraphs (H) and (I) as
subparagraphs (I) and (J), respectively, and
by inserting after subparagraph (C) the fol-
lowing new subparagraph:

'(H) IMPORTED PROPERTY INCOME—The
term 'imported property income' means any
income received or accrued by any person
which is of a kind which would be imported
property income (as defined in section
954(h)).''

(3) LOOK-THRU RULES TO APPLY—Subpara-
graph (F) of section 904(d)(3) is amended by
striking "or (E)" and inserting '(E). or (H)".

(d) TECHNiCAL AMENDMENTS.—
(1) Clause (iii) of section 952(c)(1)(B) (relat-

ing to certain prior year deficits may be
taken into account) is amended by inserting
the following subclause after subclause (II)
(and by redesignating the following
subclauses accordingly):

'(III) imported property income,".
(2) Paragraph (5) of section 954(b) (relating

to deductions to be taken into account) is
amended by striking "and the foreign base
company oil related income" and inserting
'the foreign base company oil related in-
come, and the imported property income".

(e) EFFECTIVE DATE.—
(I) IN CENERAL.—Except as provided in

paragraph (2). the amendments made by this
section shall apply to taxable years of for-
eign corporations beginning after December
31, 1995, and to taxable years of United
States shareholders within which or with
which such taxable years of such foreign cor-
porations end.

(2) SUBSECTION (c).—-The amendments made
by subsection Cc) shall apply to taxable years
beginning after December31, 1995.

GRAMM AMENDMENT NO. 2978
Mr. GRAMM proposed an amendment

to the bill 5. 1357, supra: as follows:
On page 767. strike all after "(2)" on line 6

through '(4)" on line 16.

KERRY (AND OTHERS)
AMENDMENT NO. 2979

Mr. KERRY (for himself, Mr. KEN-
NEIDY, and Mr. WELLSTONE) proposed an
amendment to the bill 5. 1357. supra; as
follows:

At the appropriate place in the bill insert
the following new section:
"SEC . MINIMUM WAGE.

'(1) Findings. The federal minimum wage
has not been raised since 1991; and

(2) The value of the minimum wage. after
being adjusted for the bite of inflation, is at
its second lowest annual level since 1955,
with purchasing power 26 percent below its
average level during the 1970s and 35 percent
below its peak value in 1968. and unless it is
increased it will in 1996 have its lowest value
in over 40 years; and

"(3) The value of the minimum wage as a
percentage of the average nonsupervisory
wage averaged 52.2 percent during the decade
of the 1960s. 45.8 percent during the decade of
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the 1970s, 404 percent during the decade of
the 1980s, and currently is 37.7 percent: and

"(4) The minimum wage earned by a full-
time worker over a year fails to provide suf-
ficient income for a family of three to pro-
vide that family a standard of living even
reaching the national poverty level, and, in
fact, provides an income that equals only 70
percent of the federal poverty level for a
family of three; and

"(5) There are 4.7 million Americans who
usually work full-time but who are, never-
theless, in poverty, and 4.2 million families
live in poverty despite having one or more
members in the labor force for at least half
the year: and

(6) Nearly two-thirds of minimum wage
workers are adults. and 60 percent are
women: and

(7) The decline in the value of the mini-
mum wage since 1979 has contributed to
Americans' growing income disparity and to
the fact that 97 percent of the growth in
household income has accrued to the
wealthiest 20 percent of Americans during
this period; and

"(8) The effects of the minimum wage are
not felt only among the lowest income work-
ers and families but also are felt in many
middle-income families: and

(9) The preponderance of evidence from
economic studies of the effects of increases
in federal and state minimum wages (includ-
ing studies of state minimum wage increases
in California and New Jersey) at the end of
the 1980s and in the early 1990s suggests that
the negative employment effects of such in-
creases were slight to nonexistent; and

'(10) Legislation to raise the minimum
wage to $5.15 an hour was introduced on Feb-
ruary 14. 1995. but has not been debated by
the Senate—

"Now, therefore, it is the sense of the Sen-
ate that the Senate should debate and vote
on whether to raise the minimum wage be-
fore the end of the first session of the 104th
Congress.

MURKOWSKI (AND JOHNSTON)
AMENDMENT NO. 2980

Mr. DOMENICI (for MURKOwSKI, for
himself and Mr. JOHNSTON) proposed an
amendment to the bill 5. 1357, supra: as
follows:

(1) On page 304. line 20, delete 'follows:"
and insert in lieu thereof ' follows (except
that all amounts in excess of $20,000,000 in
fiscal year 2003 and all amounts in riscal year
2004 shall not be available for obligation
until fiscal year 2006):".

(2) On page 361, line 7, delete "thereafter."
and insert in lieu thereof "thereafter, except
for fiscal years 2003 and 2004.".

KENNEDY (AND OTHERS)
AMENDMENT NO. 2981

Mr. KENNEDY (for himself, Mrs.
KASSEBAUM, Mr. JEFFORIDS, Mr.
MOYNIHAN, Mr. BINCAMAN, Mr. ExON,
Mr. WELLSTONE, Mr. SIMON, and Mr.
GR1AM) proposed an amendment to
the bill 5. 1357, supra; as follows:

Strike section 12807.

WELLSTONE (AND FEINGOLD)
AMENDMENT NO. 2982

Mr. WELLSTONE (for himself and
Mr. FEINCOLID) proposed and amend-
ment to the bill 5. 1357. supra: as fol-
lows:



October 26, 1995
At the end of chapter I of subtitle I of title

XII. insert:
SEC. —. REPEAL OF EXPENSING OF INTANGI.

BLE DRILLING COSTS.
(a) FINDINC5,—The Senate finds that—
(1) this legislation, as reported by the Sen-

ate Committee on the Budget on October 23.
1995. significantly reduces funding for medi-
care and medicaid. student loans, food
stamps, and other federal efforts critical to
working families across the country, in order
to pay for tax breaks to benefit primarily
wealthy corporations and others;

(2) this legislation will significantly in-
crease the tax burden on an estimated 17
million working families, by modifying the
earned income tax credit, which has enjoyed
longstanding bipartisan support;

(3) the Congressional Joint Tax Committee
has estimated that tax expenditures cost the
United States Treasury over $420 billion an-
nually, and they estimate that amount will
grow by $60 billion to over $480 billion annu-
ally by 1999:

(4) Congress should reduce the federal
budget deficit in a way that is responsible,
and that requires shared sacrifice by elimi-
nating many of the special interest tax
breaks and loopholes that have been embed-
ded in the tax code for decades, making the
tax system fairer, flatter and simpler:

(5) eliminating special interest tax breaks
would enable Congress to do real tax reform.
making the system fairer and more simple
by flattening the current tax rate structure
and eventually providing real tax relief for
working families:

(6) the savings generated by eliminating
these special tax breaks immediately can be
used to reduce the deficit:

(b) ELIMINATION OF DEDUCTION FOR CERTAIN
INTANCIBLE DRILLINC AND DEVELOPMENT
COSTS—Section 263 (relating to capital ex-
penditures) is amended—

(1) by adding at the end of subsection (c)
the following new sentence: This subsection
shall not apply to costs paid or incurred in
taxable years beginning after December 31.
1995.". and

(2) by striking subsection (i).
(c) EFFECTIVE DATE—The amendments

made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31. 1995.

(d) REVENUE Lock Box.—
(1) AMOUNT OF DEFICIT REDUCTION—Effec-

tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount.

(2) REDUCTION OF DEFICIT—On November 20
of each year. the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

On page 1550, beginning with line 13. strike
chapter 3 of subtitle B of title XII. and in-
sert:
SEC. 12161. REVENUE LOCK BOX.

(1) AMOUNT OF DEFICIT REDUCTION—Effec-
tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
striking section 12161 and section 12162 as
contained in the Balanced Budget Reconcili-
ation Act of 1995 as reported by the Senate
Committee on the Budget on October 23.
1995. in the fiscal year beginning in the year
of the estimate and notify the President and
Congress of the amount.

At the end of chapter 8 of subtitle I of title
XII. insert the following:
SEC. —. ELIMINATION OF EXCLUSION FOR FOR

EIGN EARNED INCOME.
(a) IN GENERAL—Subsection (a) of section

911 (relating to citizens or residents of the
United States living abroad) is amended by
striking subtitle." and all that follows and
inserting "subtitle—

(1) for any taxable year beginning before
January 1, 1996. the foreign earned income of
such individual, and

(2) for any taxable year. the housing cost
amount of such individual.

(b) EFFECTIVE DATE—The amendment
made by this section shall apply to taxable
years beginning after December 31. 1995.

(c) REVENUE Lock Box. —
(1) AMOUNT OF DEFICIT REDUCTION—Effec-

tive in 1996 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount.

(2) REDUCTION OF DEFICIT. —On November 20
of each year. the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

Strike section 12805 and insert:
SEC. 12805. TERMINATION OF PUERTO RICO AND

POSSESSION TAX CREDIT.
(a) REPEAL—Section 936 is amended by

adding at the end the following new sub-
section:

'(j) TERMINATION—This section shall not
apply to any taxable year beginning after
December 31, 1996."

(c) REVENUE Lock Box.—
(1) AMOUNT OF DEFICIT REDUCTION—Effec-

tive in 1997 and not later than November 15
of each year. the Director of 0MB shall esti-
mate the amount of revenues resulting from
the enactment of this section in the fiscal
year beginning in the year of the estimate
and notify the President and Congress of the
amount.

(2) REDUCTION OF DEFICIT—On November 20
of each year. the President shall direct the
Secretary of the Treasury to pay an amount
equal to the amount determined pursuant to
paragraph (1) to retire debt obligations of
the United States.

PRYOR (AND OTHERS)
AMENDMENT NO. 2983

Mr. PRYOR (for himself. Mr. COHEN.
Mrs. BOXER. Mr. BUMPERS, Mr. CONRAD.
Mr. DODD. Mr. FEINGOLD. Mr. HARKIN,
Mr. INOUYE. Mr. KENNEDY, Mr. LAUTEN-
BERG. Mr. LEAHY, Mr. LEVIN, Mr.
LIEBERMAN, Ms. MIKULSK1. Mrs. MUR-
RAY. Mr. ROCKEFELLER. Mr. SIMON, Mr.
WELLSTONE. Mr. KOHL, Mr. GRAHAM.
and Mr. REID) proposed an amendment
to the bill 5. 1357. supra; as follows:

Beginning on page 889. line 21. strike all
through page 897. line 19. and insert the fol-
lowing:
"SEC. 2137. QUALITY ASSURANCE STANDARDS

FOR NURSINC FACILITIES.
The provisions of section 1919. as in effect

on the day before the date of the enactment
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SIMON (AND OTHERS)
AMENDMENT NO. 2984

Mr. SIMON (for himself. Mr. CONRAD.
Mr. ROBB. and Mr. KERREY) proposed an
amendment to the bill 5. 1357. supra: as
follows:

STATEMENT OF PURPOSE

The purpose of the Common Sense Bal-
anced Budget Act of 1995 is to provide a cred-
ible proposal to balance the budget in seven
years through real reductions in government
programs, while maintaining a fundamental
commitment to the needs of society. This
proposal places deficit reduction first, with-
out borrowing money of pay for ill-advised
tax cuts. This proposal spreads the sacrifice.
without dismantling Medicare. Medicaid.
welfare, the Earned Income Tax Credit, dis-
cretionary spending. agriculture, education.
or the environment.

Strike all after the enacting clause and in-
sert the following:
SECTION 1. SHORT TITLE: TABLE OF CONTENTS

(b) SHORT TITLE—This Act may be cited as
the 'Common Sense Balanced Budget Act of
1995''.

(c) TABLE OF CONTENTS.—

TITLE I—ENERGY, NATURAL RESOURCES
AND ENVIRONMENT
Subtitle A—Energy

Sec. 1101. Privatization of uranium enrich-
ment.

Sec. 1104. FEMA radiological emergency
preparedness fees.

Subtitle B—Central Utah
Sec. 1121. Prepayment of certain repayment

contracts between the United
States and the Central Utah
Water Conservancy District.

Subtitle C—Army Corps of Engineers
Sec. 1131. Regulatory Program Fund.

Subtitle D—Helium Reserve
Sec. 1141. Sale of helium processing and

storage facility.
Subtitle E—Territories

Sec. 1151. Termination of annual direct as-
sistance to Northern Mariana
Islands.

TITLE Il—AGRICULTURAL PROGRAMS
Sec. 2001. Short title and table of contents.

Subtitle A—Extension and Modification of
Various Commodity Programs

Sec. 2101. Extension of loans, payments, and
acreage reduction programs for
wheat through 2002.

Sec. 2102. Extension of loans, payments, and
acreage reduction programs for
feed grains through 2002.

Sec. 2103. Extension of loans, payments. and
acreage reduction programs for
cotton through 2002.

Sec. 2104. Extension of loans, payments, and
acreage reduction programs for
rice through 2002.

Sec. 2105. Extension of loans and payments
for oilseeds through 2002.

Sec. 2106. Increase in flex acres.
Sec. 2107. Reduction in 50/85 and 0/85 pro-

grams.
Subtitle B—Sugar

Sec. 2201. Extension and modification of
sugar program.
Subtitle C—Peanuts

Sec. 2301. Extension of price support pro-
gram for peanuts and related
programs.
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the United States.
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Sec. 2302. National poundage quotas and

acreage allotments.
Sec. 2303. Sale lease. or transfer of farm

poundage quota.
Sec. 2304. Penalty for reentry of exported

peanut products.
Sec. 2305. Price support program for pea-

nuts.
Sec. 2306. Referendum regarding poundage

quotas.
Sec. 2307. Regulations.

Subtitle D—Tobacco
Sec. 2401. Elimination of Federal budgetary

outlays for tobacco programs.
Sec. 2402. Establishment of farm yield for

Flue-cured tobacco based on in-
dividual farm production his-
tory.

Sec. 2403. Removal of farm reconstitution
exception for Burley tobacco.

Sec. 2404. Reduction in percentage threshold
for transfer of Flue-cured to-
bacco quota in cases of disaster.

Sec. 2405. Expansion of types of tobacco sub-
ject to no net cost assessment.

Sec. 2406. Repeal of reporting requirements
relating to export of tobacco.

Sec. 2407. Repeal of limitation on reducing
national marketing quota for
Flue-cured and Burley tobacco.

Sec. 2408. Application of civil penalties
under Tobacco Inspection Act.

Sec. 2409. Transfers of quota or allotment
across county lines in a State.

Sec. 2410. Calculation of national marketing
quota.

Sec. 2411. Clarification of authority to ac-
cess civil money penalties.

Sec. 2412. Lease and transfer of farm mar-
keting quotas for Burley to-
bacco.

Sec. 2413. Limitation on transfer of acreage
allotments of other tobacco.

Sec. 2414. Good faith reliance on actions or
advice of Department rep-
resentatives.

Sec. 2415. Uniform forfeiture dates for Flue-
cured and Burley tobacco.

Sec. 2416. Sale of Burley and Flue-cured to-
bacco marketing quotas for a
farm by recent purchasers.

Subtitle E—Planting Flexibility
Sec. 2501. Definitions.
Sec. 2502. Crop and total acreage bases.
Sec. 2503. Planting flexibility.
Sec. 2504. Farm program payment yields.
Sec. 2505. Application of provisions.

Subtitle F—Miscellaneous Provisions
Sec. 2601. Limitations on amount of defi-

ciency payments and land di-
version payments.

Sec. 2602. Sense of Congress regarding cer-
tain Canadian trade practices.

TITLE 111—COMMERCE
Sec. 3101. Spectrum auctions.
Sec. 3102. Federal Communications Commis-

sion fee collections
Sec. 3103. Auction of recaptured analog li-

censes.
Sec. 3104. Patent and trademark fees.
Sec. 3105. Repeal of authorization of transi-

tional appropriations for the
United States Postal Service.

TITLE IV—TRANSPORTATION
Sec. 4101. Extension of railroad safety fees.
Sec. 4102. Permanent extension of vessel

tonnage duties.
Sec. 4103. Sale of Governors Island. New

York.
Sec. 4104. Sale of air rights.

TITLE V—HOUSING PROVISIONS
Sec. 5101. Reduction of section 8 annual ad-

justment factors for units with-
out tenant turnover.

Sec. 5102. Maximum mortgage amount floor
for single family mortgage in-
surance.

Sec. 5103. Foreclosure avoidance and bor-
rower assistance.
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TITLE VI—INDEXATION AND MIS-

CELLANEOUS ENTITLEMENT-RELATED
PROVISIONS

Sec. 6101. Consumer Price Index.
Sec. 6103. Matching rate requirement for

title XX block grants to States
for social services.

Sec. 6104. Denial of unemployment insur-
ance to certain high-income in-
dividuals.

Sec. 6105. Denial of unemployment insur-
ance to individuals who volun-
tarily leave military service.

TITLE VII—MEDICAID REFORM
Subtitle A—Per Capita Spending Limit

Sec. 7001. Limitation on expenditures recog-
nized for purposes of Federal fi-
nancial participation.

Subtitle B—Medicaid Managed Care
Sec. 7101. Permitting greater flexibility for

States to enroll beneficiaries in
managed care arrangements.

Sec. 7102. Removal of barriers to provision
of medicaid services through
managed care.

Sec. 7103. Additional requirements for med-
icaid managed care plans.

Sec. 7104. Preventing fraud in medicaid
managed care.

Sec. 7105. Assuring adequacy of payments to
medicaid managed care plans
and providers.

Sec. 7106. Sanctions for noncompliance by
eligible managed care provid-
ers.

Sec. 7107. Report on public health services.
Sec. 7108. Report on payments to hospitals.
Sec. 7109. Conforming amendments. -
Sec. 7110. Effective date: status of waivers.
Subtitle C—Additional Reforms of Medicaid

Acute Care Program
Sec. 7201. Permitting increased flexibility in

medicaid cost-sharing.
Sec. 7203. Delay in application of new re-

quirements.
Sec. 7204. Deadline on action on waivers.

Subtitle D—National Commission on
Medicaid Restructuring

Sec. 7301. Establishment of commission.
Sec. 7302. Duties of commission.
Sec. 7303. Administration.
Sec. 7304. Authorization of appropriations.
Sec. 7305. Termination.
Subtitle E—Restrictions on Disproportionate

Share Payments
Sec. 7401. Reforming disproportionate share

payments under State medicaid
programs.

Subtitle F—Fraud Reduction
Sec. 7501. Monitoring payments for dual eli-

gibles.
Sec. 7502. Improved identification systems.

TITLE VIlI—MEDICARE
Sec. 8000. Short title; references in title;

table of contents.
Subtitle A—Medicare Choice Program
PARr 1—INCREASING CHOICE UNDER ThE

MEDICARE PROCRAM

Sec. 8001. Increasing choice under medicare.
Sec. 8002. Medicare Choice program.

PART C—PROVISIONS RELATING TO MEDICARE
CHOICE

'Sec. 1851. Requirements for Medicare
Choice organizations.

'Sec. 1852. Requirements relating to
benefits, provision of services,
enrollment, and premiums.

'Sec. 1853. Patient protection standards.
Sec. 1854. Provider-sponsored organiza-

tions.
"Sec. 1855. Payments to Medicare Choice

organizations.
'Sec. 1856. Establishment of standards

for Medicare Choice organiza-
tions and products.
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Sec. 1857. Medicare Choice certifi-

cation.
Sec. 1858. Contracts with Medicare

Choice organizations.
Sec. 8003. Reports.
Sec. 8004. Transitional rules for current

medicare HMO program.
PART 4—PAYMENT AREAS FOR PHYSICIANS

SERVICES UNDER MEDICARE

Sec. 8151. Modification of payment areas
used to determine payments for
physicians services under med-
icare.

Subtitle C—Medicare Payments to Health
Care Providers

PART 1—PROVISIONS AFFECTING ALL
PROVIDERS

Sec. 8201. One-year freeze in payments to
providers.

PART 2—PROVISIONS APFECTING DOCTORS

Sec. 8211. Payments for physicians' services.
Sec. 8212. Use of real GDP to adjust for vol-

ume and intensity.
PART 3—PROVISIONS APFECTING HOSPITALS

Sec. 8221. Reduction in update for inpatient
hospital services.

Sec. 8222. Elimination of formula-driven
overpayments for certain Out-
patient hospital services.

Sec. 8223. Establishment of prospective pay-
ment system for outpatient
services.

Sec. 8224. Reduction in medicare payments
to hospitals for inpatient cap-
ital-related costs.

Sec. 8225. Moratorium on PPS exemption for
long-term care hospitals.

PART 4—PROVISIONS AFFECTING OTHER
PROVIDERS

Sec. 8231. Revision of payment methodology
for home health services.

Limitation of home health cov-
erage under part A.

Reduction in fee schedule for dura-
ble medical equipment.

Nursing home billing.
Freeze in payments for clinical di-

agnostic laboratory tests.
PART 5—GRADUATE MEDICAL EDUCATION AND

TEACHING HOSPITALS

Sec. 8241. Teaching hospital and graduate
medical education trust fund.

Sec. 8242. Reduction in payment adjust-
ments for indirect medical edu-
cation.

Subtitle D—Provisions Relating to Medicare
Beneficiaries

Sec. 8301. Part B premium.
Sec. 8302. Full cost of medicare part B cov-

erage payable by high-income
individuals.

Sec. 8303. Expanded coverage of preventive
benefits.

Subtitle E—Medicare Fraud Reduction
Increasing beneficiary awareness

of fraud and abuse.
Beneficiary incentives to report

fraud and abuse.
Elimination of home health over-

payments.
Skilled nursing facilities.
Direct spending for anti-fraud ac-

tivities under medicare.
Fraud reduction demonstration

project.
Report on competitive pricing.

Sec. 8232.

Sec. 8233.

Sec. 8234.
Sec. 8235.

Sec. 8401.

Sec. 8402.

Sec. 8403.

Sec. 8404.
Sec. 8405.

Sec. 8406.

Sec. 8407.
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Subtitle F—Improving Access to Health Cai-e

PART I—ASSISTANCE FOR RURAL PROVIDERS
SUBPART A—RURAL HOSPITALS

Sec. 8501. Sole community hospitals. Medi-
care rural hospital flexibility
Medicare dependent rural hos-
pitals Propac recommendations
on urban Medicare dependent
hospitals. Payments to physi-
cians assistants and nurse
practioners.

Sec. 8504. Classification of rural referral
centers.

Sec. 8505. Floor on area wage index.
Sec. 8506. Medical education.

SUBPART B—RURAL PHYSICIANS AND OThER
PROVIDERS

Sec. 8511. Provider incentives.
Sec. 8512. National Health Service Corps

loan repayments excluded from
gross income.

Sec. 8513. Telemedicine payment methodol-
ogy.

Sec. 8514. Demonstration project to increase
choice in rural areas.

PART 2—MEDICARe SUBVENTION

Sec. 8521. Medicare program payments for
health care services provided in
the military health services
system.

Subtitle C—Other Provisions
Sec. 8601. Extension and expansion of exist-

ing secondary payer require-
ments.

Sec. 8602. Repeal of medicare and medicaid
coverage data bank.

Sec. 8603. Clarification of medicare coverage
of items and services associated
with certain medical devices
approved for investigational
use.

Sec. 8604. Additional exclusion from cov-
erage.

Sec. 8605. Extending medicare coverage of.
and application of hospital in-
surance tax to. all State and
local government employees.

Subtitle I—Lock-Box Provisions for Medi-
care Part B Savings from Crowth Reduc-
tions

Sec. 8801. Establishment of Commission to
prepare for the 21st century.

TITLE IX—WELFARE REFORM
Sec. 9000. Amendment of the Social Security

Act.
Subtitle A—Temporary Employment

Assistance
Sec. 9101. State plan.

Subtitle B—Make Work Pay
Sec. 9201. Transitional medicaid benefits.
Sec. 9202. Notice of availability required to

be provided to applicants and
former recipients of temporary
family assistance, food stamps.
and medicaid.

Sec. 9203. Notice of availability of earned in-
come tax credit and dependent
care tax credit to be included
on W-4 form.

Sec. 9204. Advance payment of earned in-
come tax credit through State
demonstration programs.

Subtitle C—Work First
Sec. 9301. Work first program.
Sec. 9302. Regulations.
Sec. 9303. Applicability to States.

Subtitle D—Family Responsibility And
Improved Child Support Enforcement

CHAPTER I—ELIGIBILITY AND OThER MArrERS
COCERN1NG TITLE IV-D PROGRAM CuEwrs

Sec. 9401. State obligation to provide pater-
nity establishment and child
support enforcement services.

Sec. 9402. Distribution of payments.
Sec. 9403. Due process rights.
Sec. 9404. Privacy safeguards.

CiiAvrE 2—PROGRAM ADMINISTRATION AND
FUNDING

Sec. 9411. Federal matching payments.
Sec. 9412. Performance-based incentives and

penalties.
Sec. 9413. Federal and State reviews and au-

dits.
Sec. 9414. Required reporting procedures.
Sec. 9415. Automated data processing re-

quirements.
Sec. 9416. Director of CSE program; staffing

study.
Sec. 9417. Funding for Secretarial assistance

to State programs.
Sec. 9418. Reports and data collection by the

Secretary.
CHAPTER 3—LOCATE AND CASE TRACKING

Sec. 9421. Central State and case registry.
Sec. 9422. Centralized collection and dis-

bursement of support pay.
ments.

Sec. 9423. Amendments concerning income
withholding.

Sec. 9424. Locator information from inter-
state networks.

Sec. 9425. Expanded Federal parent locator
service.

Sec. 9426. Use of social security numbers.
Cwu'mR 4—STREAMLINING AND UNWORMrrI

OF PROCEDU1ES

Sec. 9431. Adoption of uniform State laws.
Sec. 9432. Improvements to full faith and

credit for child support orders.
Sec. 9433. State laws providing expedited

procedures.
CaA.vrEi 5—PATERNITY ESTABLISHMENT

Sec. 9441. Sense of the Congress.
Sec. 9442. Availability of parenting social

services for new fathers.
Sec. 9443. Cooperation requirement and good

cause exception.
Sec. 9444. Federal matching payments.
Sec. 9445. State laws concerning paternity

establishment.
Sec. 9446. Outreach for voluntary paternity

establishment.
CHAPTER 6—ESTABLISHMENT AND

MODIFICATION OF SUPPORT ORDERS

Sec. 9451. National Child Support Cuidelines
Commission.

Sec. 9452. Simplified process for review and
adjustment of child support or-
ders.

CiA'rE 7—ENFORCEMENT OF SUPPORT
ORDERS

Sec. 9461. Federal income tax refund offset.
Sec. 9462. Internal Revenue Service collec-

tion of arrears.
Sec. 9463. Authority to collect support from

Federal employees.
Sec. 9464. Enforcement of child support obli-

gations of members of the
Armed Forces.

Sec. 9465. Motor vehicle liens.
Sec. 9466. Voiding of fraudulent transfers.
Sec. 9467. State law authorizing suspension

of licenses.
Sec. 9468. Reporting arrearages to credit bu-

reaus.
Sec. 9469. Extended statute of limitation for

collection of arrearages.
Sec. 9470. Charges for arrearages.
Sec. 9471. Denial of passports for

nonpayment of child support.
Sec. 9472. International child support en-

forcement.
Sec. 9473. Seizure of lottery winnings, settle-

ments, payouts. awards, and be-
quests, and sale of forfeited
property, to pay child support
arrearages.
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Sec. 9474. Liability of grandparents for fi-

nancial support of children of
their minor children.

Sec. 9475. Sense of the Congress regarding
programs for noncustodial par-
ents unable to meet child sup.
port obligations.

CHAPTER 8—MEDICAL SUPPORT

Sec. 9481. Technical correction to ERISA
definition of medical child sup-
port order.

CHAPTER 9—FooD STAMP PROGRAM
REQu1REMETS

Sec. 9491. Cooperation with child support
agencies.

Sec. 9492. Disqualification for child support
arrears.

CHAPTER I0—EECT O ENACTMENT
Sec. 9498. Effective dates.
Sec. 9499. Severability.
Subtitle E—Teen Pregnancy And Family

Stability
Sec. 9502. Supervised living arrangements

for minors.
Sec. 9503. National clearinghouse on adoles-

cent pregnancy.
Sec. 9504. Required completion of high

schoot or other training for
teenage parents.

Sec. 9505. Denial of Federal housing benefits
to minors who bear children
out-of-wedlock.

Subtitle F—SSI Reform
Sec. 9601. Definition and eligibility rules.
Sec. 9602. Eligibility redeterminations and

continuing disability reviews.
Sec. 9603. Additional accountability require-

ments.
Sec. 9604. Denial of SSI benefits by reason of

disability to drug addicts and
alcoholics.

Sec. 9605. Denial of SSI benerits for 10 years
to individuals found to have
fraudulently misrepresented
residence in order to obtain
benefits simultaneously in 2 or
more States.

Sec. 9606. Denial of SSI benefits for fugitive
felons and probation and parole
violators.

Sec. 9607. Reapplication requirements for
adults receiving SSI benefits by
reason of disability.

Sec. 9608. Narrowing of SSI eligibility on
basis of mental impairments.

Sec. 9609. Reduction in unearned income ex-
clusion.

Subtitle C—Food Assistance
CI-LAPTER 1—FOOD STAMP PROGRAM

Sec. 9701. Application of amendments.
Sec. 9702. Amendments to the Food Stamp

Act of 1977.
Sec. 9703. Authority to establish authoriza-

tion periods.
Sec. 9704. Specific period for prohibiting par.

ticipation of stores based on
lack of business integrity.

Sec. 9705. Information for verifying eligi-
bility for authorization.

Sec. 9706. Waiting period for stores that ini-
tially fail to meet authoriza-
tion criteria.

Sec. 9707. Bases for suspensions and disquali-
ficat ions.

Sec. 9708. Authority to suspend stores vio-
lating program requirements
pending administrative and ju-
dicial review.

Sec. 9709. Disqualification of retailers who
are disqualified from the WIC
program.

Sec. 9710. Permanent debarment of retailers
who intentionally submit fal-
sified applications.
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Sec. 9711. Expanded civil and criminal for-

feiture for violations of the
food Stamp Act.

Sec. 9712. Expanded authority for sharing in-
formation provided by retailers.

Sec. 9713. Expanded definition of "coupon.
Sec. 9714. Doubled penalties for violating

food stamp program require-
ments.

Sec. 9715. Mandatory claims collection
methods.

Sec. 9716. Promoting expansion of electronic
benefits transfer.

Sec. 9717. Reduction of basic benefit level.
Sec. 9718. 2-year freeze of standard deduc-

tion.
Sec. 9719. Pro-rating benefits after interrup-

tions in participation.
Sec. 9720. Disqualification for participating

in 2 or more States.
Sec. 9721. Disqualification relating to child

support arrears.
Sec. 9722. State authorization to assist law

enforcement officers in locating
fugitive felons.

Sec. 9723. Work requirement for able-bodied
recipients.

Sec. 9724. Coordination of employment and
training programs.

Sec. 9725. Extending current claims reten-
don rates.

Sec. 9726, Nutrition assistance for Puerto
Rico.

Sec. 9727. Treatment of children living at
home.

CHAPTER 2—COMMODrrY DISTRJBW-ION

Sec. 9751. Short title.
Sec. 9752. Availability of commodities.
Sec. 9753. State. local and private

supplementation of commod-
ities.

Sec. 9754. State plan.
Sec. 9755. Allocation of commodities to

States.
Sec. 9756. Priority system for State distribu-

tion of commodities,
Sec. 9757. Initial processing costs.
Sec. 9758. Assurances anticipated use.
Sec. 9759. Authorization of appropriations.
Sec. 9760. Commodity supplemental food

program.
Sec. 9761. Commodities not income.
Sec. 9762. Prohibition against certain State

charges.
Sec. 9763. Deflnitions,
Sec. 9764. Regulations.
Sec. 9765. Finality of determinations.
Sec. 9766. Relationship to other programs.
Sec. 9767. Settlement and adjustment of

claims,
Sec. 9768. Repealers: amendments.

CHAPTER 3—OTHER PROGRAMS

Sec. 9781. Child and adult care food program.
Sec. 9782. Resumption of discretionary fund-

ing for nutrition education and
training program.

Subtitle H—Treatment of Aliens
Sec. 9801. Extension of deeming of income

and resources under TEA. SSI.
and food stamp programs.

Sec. 9802. Requirements for sponsor's affida-
vits of support.

Sec. 9803. Extending requirement for affida-
vits of support to family-relat-
ed and diversity immigrants.

CHAFrER 2—INELIGIBILITY OF CERTAIN ALIENS
FOR CERTAIN SOCIAL SERVICES

Sec. 9851. Certain aliens ineligible for tem-
porary employment assistance.

Subtitle I—Earned Income Tax Credit
Sec. 9901. Earned income tax credit denied

to individuals not authorized to
be employed in the United
States.

Sec. 10001. Short title: table of contents.
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Subtitle A—Tax Treatment of Expatriation

Sec. 10101. Revision of tax rules on expatria-
tion.

Sec. 10102. Basis of assets of nonresident
alien individuals becoming citi-
zens or residents.

Subtitle B—Modification to Earned Income
Credit

Sec. 10201. Earned income tax credit denied
to individuals with substantial
capital gain net income.

Subtitle C—Alternative Minimum Tax on
Corporations Importing Products into the
United States at Artificially Inflated
Prices

Sec. 10301. Alternative minimum tax on cor-
porations importing products
into the United States at artifi-
cially inflated prices.

Subtitle D—Tax Treatment of Certain
Extraordinary Dividends

Sec. 10401. Tax treatment of certain extraor-
dinary dividends.

Subtitle E—Foreign Trust Tax Compliance
Sec. 10501. Improved information reporting

on foreign trusts.
Sec. 10502. Modifications of rules relating to

foreign trusts having one or
more United States bene-
ficiaries.

Sec. 10503. Foreign persons not to be treated
as owners under grantor trust
rules.

Sec. 10504. Information reporting regarding
foreign gifts.

Sec. 10505. Modification of rules relating to
foreign trusts which are not
grantor trusts.

Sec. 10506. Residence of estates and trusts.
etc.

Subtitle F—Limitation on Section 936 Credit
Sec. 10601. Limitation on section 936 credit.

TITLE XI—VETERANS AFFAIRS
Sec. 11001. Short title; table of contents.

Subtitle A—Permanent Extension of
Temporary Authorities

Sec. 11011. Authority to require that certain
veterans agree to make
copayments in exchange for re-
ceiving health-care benefits.

Sec. 11012. Medical care cost recovery au-
thority.

Sec. 11013. Income verification authority.
Sec. 11014. Limitation on pension for certain

recipients of medicaid-covered
nursing home care.

Sec. 11015. Home loan fees.
Sec. 11016. Procedures applicable to liquida-

tion sales on defaulted home
loans guaranteed by the De-
partment of Veterans Affairs.

Subtitle B—Other Matters
Sec. 11021. Revised standard for liability for

injuries resulting from Depart-
ment of Veterans Affairs treat-
ment.

Sec. 11022. Enhanced loan asset sale author-
ity.

Sec. 11023. Withholding of payments and
benefits.

Subtitle C—Health Care Eligibility Reform
Sec. 11031. Hospital care and medical serv-

ices.
Sec. 11032. Extension of authority to prior-

ity health care for Persian Gulf
veterans.

Sec. 11033. Prosthetics.
Sec. 11034. Management of health care.
Sec. 11035. Improved efficiency in health

care resource management.
Sec. 11036. Sharing agreements for special-

ized medical resources.
Sec. 11037. Personnel furnishing shared re-

sources.
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TITLE XII—LEGISLATIVE BRANCH

Sec. 12101. Requirement that excess funds
provided for official allowances
of Members of the House of
Representatives be dedicated to
deficit reduction.

TITLE XIII—MISCELLANEOUS
PROVISIONS

Sec. 13101. Elimination of disparity between
effective dates for military and
civilian retiree cost-of-Living
adjustments for fiscal years
1996. 1997, and 1998.

Sec. 13102. Disposal of certain materials in
National Defense Stockpile for
deficit reduction.

Sec. 13103. Requirement that certain agen-
cies prefund Government health
benefits contributions for their
annuitants.

Sec. 13104. Application of 0MB Circular a-
129.

Sec. 13105. 7-year extension of Hazardous
Substance Superfund excise
taxes.

TITLE XIV—COMMITTEE ON
GOVERNMENTAL AFFAIRS

Sec. 8001. Extension of delay in cost-of-liv-
ing adjustments in federal em-
ployee retirement beneflts
through fiscal year 2002.

Sec. 8002. Increased contributions to Federal
Civilian Retirement Systems.

Sec. 8003. Federal Retirement Provisions Re-
lating to Members of Congress
and Congressional Employees.

TITLE I—ENERGY. NATURAL RESOURCES
AND ENViRONMENT

Subtitle A—Energy
SEC. 1101. PRIVATIZATION OF URANIUM ENRICH-

MENT.

(a) REFERENCE—Except as otherwise ex-
pressly provided, whenever in this section an
amendment or repeal is expressed in terms of
an amendment to, or repeal of, a section or
other provision, the reference shall be con-
sidered to be made to a section or other pro-
vision of the Atomic Energy Act of 1954 (42
U.S.C. 2011 etseq.).

(b) PRODUCTION FACILrrY.—Paragraph v. of
section 11 (42 U.S.C. 2014 v.) is amended by
striking "or the construction and operation
of a uranium enrichment production facility
using Atomic Vapor Laser Isotope Separa-
tion technology'.

(c) DEFINITIONS—Section 1201 (42 U.S.C.
2297) is amended—

(1) in paragraph (4). by inserting before the
period the following: 'and any successor cor-
poration established through privatization of
the Corporation"

(2) by redesignating paragraphs (10)
through (13) as paragraphs (14) through (17),
respectively, and by inserting after para-
graph (9) the following new paragraphs:

(10) The term 'low-level radioactive
waste has the meaning given such term in
section 102(9) of the Low-Level Radioactive
Waste Policy Amendments Act of 1985 (42
U.5C. 2021b(9)).

(11) The term mixed waste' has the mean-
ing given such term in section 1004(4 1) of the
Solid Waste Disposal Act (42 U.S.C. 6903(41)).

"(12) The term 'privatization means the
transfer of ownership of the Corporation to
private investors pursuant to chapter 25.

'(13) The term privatization date means
the date on which 100 percent of ownership of
the Corporation has been transferred to pri-
vate investors.:

(3) by inserting after paragraph (17) (as re-
designated) the following new paragraph:

(18) The term transition date means
July 1. 1993.": and

(4) by redesignating the unredesignated
paragraph (14) as paragraph (19).
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(d) EMPLOYEES OF THE CORPORATION.—
(1) PARAGRAPH (2)—Paragraphs (I) and (2)

of section 1305(e) (42 U.S.C. 2297b-.4(e)(I)(2))
are amended to read as follows:

(A) IN GENERAL—It is the purpose of this
subsection to ensure that the privatization
of the Corporation shall not result in any ad-
verse effects on the pension benefits of em-
ployees at facilities that are operated, di-
rectly or under contract, in the performance
of the functions vested in the Corporation.

(B) APPLICABILITY OF E)USTING COLLECTIVE
BARGAINING AGREEMENT—The Corporation
shall abide by the terms of the collective
bargaining agreement in effect on the privat-
ization date at each individual facility.'.

(2) PARAGRAPH (4).—Paragraph (4) of section
1305(e) (42 U.S.C. 2297b—4(e)(4)) is amended—

(A) by striking "AND DETPJLEES" in the
heading;

(B) by striking the first sentence;
(C) in the second sentence, by inserting

from other Federal employment" after
transfer to the Corporation and
(D) by striking the last sentence.
(e) MARKETING AND CONTRACTJNG AUTHOR-

fly.-
(1) MAIKET1NG AUTHORITY—Section 1401 (a)

(42 U.S.C. 2297c(a)) is amended effective on
the privatization date (as defined in section
1201(13) of the Atomic Energy Act of 1954)—-

(A) by amending the subsection heading to
read 'MARKETING AUTHORITY,—'; and

(B) by striking the first sentence.
(2) TRANSFER OF CONTRACTS—Section

1401(b) (42 U.S.C. 2297c(b)) is amended—
(A) in paragraph (2)(B), by adding at the

end the following: 'The privatization of the
Corporation shall not affect the terms of, or
the rights or obligations of the parties to,
any such power purchase contract.": and

(B) by adding at the end the following:
(3) EFFECT OF TRANSFER.—
(A) As a result of the transfer pursuant to

paragraph (I). all rights, privileges, and ben-
efits under such contracts, agreements. and
leases, including the right to amend, modify.
extend. revise, or terminate any of such con-
tracts. agreements. or leases were irrev-
ocably assigned to the Corporation for its ex-
clusive benefit.

(B) Notwithstanding the transfer pursu-
ant to paragraph (1), the United States shall
remain obligated to the parties to the con-
tracts, agreements, and leases transferred
pursuant to paragraph (1) for the perform-
ance of the obligations of the United States
thereunder during the term thereof. The Cor-
poration shall reimburse the United States
for any amount paid by the United States in
respect of such obligations arising after the
privatization date to the extent such amount
is a legal and valid obligation of the Corpora-
tion then due,

(C) After the privatization date. upon any
material amendment, modification. exten-
sion, revision. replacement. or termination
of any contract, agreement. or lease trans-
ferred under paragraph (1). the United States
shall be released from further obligation
under such contract, agreement. or lease, ex-
cept that such action shall not release the
United States from obligations arising under
such contract, agreement, or lease prior to
such time.'.

(3) PRICING—Section 1402 (42 U.S.C. 2297c—
I) is amended to read as follows:
"SEC. 1402. PRICING.

The Corporation shall establish prices for
its products. materials. and services provided
to customers on a basis that will allow it to
attain the normal business objectives of a
profitmaking corporation.".

(4) LEASING OF GASEOUS DIFFUSION FACILI-
TIES OF DEPARTMENT—Effective on the pri-
vatizatjon date (as defined in section 1201(13)
of the Atomic Energy Act of 1954), section
1403 (42 U.S.C. 2297c-2) is amended by adding
at the end the following:

(h) LOW-LEVEL RADIOACTWE WASTE AND
MIXED WASTE.—

(1) RESPONSIBILITY OF THE DEPARTMENT:
COSTS. —

(A) With respect to Jow-level radioactive
waste and mixed waste generated by the Cor-
poration as a result of the operation of the
facilities and related property leased by the
Corporation pursuant to subsection (a) or as
a result of treatment of such wastes at a lo-
cation other than the facilities and related
property leased by the Corporation pursuant
to subsection (a) the Department, at the re-
quest of the Corporation. shall—

(i) accept for treatment or disposal of all
such wastes for which treatment or disposal
technologies and capacities exist. whether
within the Department or elsewhere: and

(ii) accept for storage (Or ultimately
treatment or disposal) all such wastes for
which treatment and disposal technologies
or capacities do not exist, pending develop-
ment of such technologies or availability of
such capacities for such wastes.

(B) All Iow-leve wastes and mixed wastes
that the Department accepts for treatment.
storage. or disposal pursuant to subpara-
graph (A) shall, for the purpose of any per-
mits, licenses, authorizations, agreements,
or orders involving the Department and
other Federal agencies or State or local gov-
ernments, be deemed to be generated by the
Department and the Department shall han-
dle such wastes in accordance with any such
permits, licenses, authorizations, agree-
ments, or orders. The Department shall ob-
tain any additional permits, licenses, or au-
thorizations necessary to handle such
wastes. shall amend any such agreements or
orders as necessary to handle such wastes,
and shall handle such wastes in accordance
therewith.

(C) The Corporation shall reimburse the
Department for the treatment. storage. or
disposal of low-level radioactive waste or
mixed waste pursuant to subparagraph (A) in
an amount equal to the Department's costs
but in no event greater than an amount
equal to that which would be charged by
commercial, State, regional. or interstate
compact entities for treatment, storage. or
disposal of such waste.

(2) AGREENTS WITH OTHER PERSONS.—
The Corporation may also enter into agree-
ments for the treatment. storage. or disposal
of low-level radioactive waste and mixed
waste generated by the Corporation as a re-
sult of the operation of the facilities and re-
lated property leased by the Corporation
pursuant to subsection (a) with any person
other than the Department that is author-
ized by applicable laws and regulations to
treat, store, or dispose of such wastes.".

(5) LIABILrFIES.—
(A) Subsection (a) of section 1406 (42 U.S.C.

2297c-5(a)) is amended—
(i) by inserting 'NO PRIVATIZATION" after

"TRANSITION" in the heading; and
(ii) by adding at the end the following: 'As

of the privatization date, all liabilities at-
tributable to the operation of the Corpora-
tion from the transition date to the privat-
ization date shall be direct liabilities of the
United States.".

(B) Subsection (b) of section 1406 (42 U.S.C.
2297c-5(b)) is amended—

(i) by inserting ANt) PRIVATIZATION' after
"TRAI'JSITION" in the heading; and

(ii) by adding at the end the following: "As
of the privatization date. any judgment en-
tered against the Corporation imposing li-
ability arising Out of the operation of the
Corporation from the transition date to the
privatization date shall be considered ajudg-
ment against the United States.".

(C) Subsection (d) of section 1406 (42 U.S.C.
2297c-5(d)) is amended—

(i) by inserting "AND PRIVATIZATION" after
"TRANSITION" in the heading: and
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(ii) by striking "the transition date" and

inserting 'the privatization date (or, in the
event the privatization date does not occur
the transition date)'.

(6) TRANSFER OF URANIUM—Title II (42
U.S.C. 2297 et seq.) is amended by redesignat-
ing section 1408 as section 1409 and by insert-
ing after section 1407 the following:

'SEC. 1408. TRANSFER OF URANIUM.

The Secretary may. before the privatiza-
tion date. transfer to the Corporation with-
out charge raw uranium. low-enriched ura-
nium, and highly enriched uranium.'.

(f) PRIVATIZATION OF THE CORPORATION.—
(1) ESTABLISHMENT OF PRJVATE CORPORA-

TION—Chapter 25 (42 U.S.C. 2297d et seq.) is
amended by adding at the end the following
new section:

'SEC. 1503. ESTABLISHMENT OF PRIVATE COR-
PORATION.

(a) ESTABLISHMENT.—
"(1) IN GENERAL—In order to facilitate pri-

vatization, the Corporation may provide for
the establishment of a private corporation
organized under the laws of any of the sev-
eral States. Such corporation shall have
among its purposes the following:

(A) To help maintain a reliable and eco-
nomical domestic source of uranium enrich-
ment services,

(B) To undertake any and all activities as
provided in its corporate charter.

(2) AUTHORITIES.—The corporation estab-
lished pursuant to paragraph (1) shall be au-
thorized to—

"(A) enrich uranium. provide for uranium
to be enriched by others, or acquire enriched
uranium (including low-enriched uranium
derived from highly enriched uranium):

"(B) conduct. or provide for conducting,
those research and development activities
related to uranium enrichment and related
processes and activities the corporation con-
siders necessary or advisable to maintain it-
self as a commercial enterprise operating on
a profitable and efficient basis:

(C) enter into transactions regarding ura-
nium. enriched uranium. or depleted ura-
nium with—

(i) persons licensed under section 53. 63.
103. or 104 in accordance with the licenses
held by those persons:

"(ii) persons in accordance with. and with-
in the period of. an agreement for coopera-
tion arranged under section 123; or

"(iii) persons otherwise authorized by law
to enter into such transactions:

(D) enter into contracts with persons li-
censed under section 53. 63. 103. or 104. for as
long as the corporation considers necessary
or desirable, to provide uranium or uranium
enrichment and related services;

(E) enter into contracts to provide ura-
nium or uranium enrichment and related
services in accordance with, and within the
period of. an agreement for cooperation ar-
ranged under section 123 or as otherwise au-
thorized by law: and

(F) take any and all such other actions as
are permitted by the law of the jurisdiction
of incorporation of the corporation.

'(3) TRANSFER OF ASSETS—For purposes of
implementing the privatization, the Cor-
poration may transfer some or all of its as-
sets and obligations to the corporation es-
tablished pursuant to this section, includ-
ing—

"(A) all of the Corporation's assets, includ-
ing all contracts, agreements. and leases. in-
cluding all uranium enrichment contracts
and power purchase contracts:

"(B) all funds in accounts of the Corpora-
tion held by the Treasury or on deposit with
any bank or other financial institution:
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(C) all of the Corporation's rights, duties,

and obligations, accruing subsequent to the
privatization date, under the power purchase
contracts covered by section 1401(b)(2)(B);
and

(D) all of the Corporation's rights, duties.
and obligations, accruing subsequent to the
privatization date, under the lease agree-
ment between the Department and the Cor-
poration executed by the Department and
the Corporation pursuant to section 1403.

(4) MERGER OR CONSOLIDATION—For pur-
poses of implementing the privatization. the
Corporation may merge or consolidate with
the corporation established pursuant to sub-
section (a)(1) if such action is contemplated
by the plan for privatization approved by the
President under section 1502(b). The Board
shall have exclusive authority to approve
such merger or consolidation and to take all
further actions necessary to consummate
such merger or consolidation, and no action
by or in respect of shareholders shall be re-
quired. The merger or consolidation shall be
effected in accordance with, and have the ef-
fects of a merger or consolidation under, the
laws of the jurisdiction of incorporation of
the surviving corporation, and all rights and
benefits provided under this title to the Cor-
poration shall apply to the surviving cor-
poration as if it were the Corporation.

(5) TAX TREATMENT OF PRIVATIZATION.—
(A) TRANSFER OF ASSETS OR MERGER—No

income, gain, or loss shall be recognized by
any person by reason of the transfer of the
Corporation's assets to. or the Corporation's
merger with, the corporation established
pursuant to subsection (a)(1) in connection
with the privatization.

(B) CANCELLATION OF DEBT AND COMMON
STOCK—No income, gain, or loss shall be rec-
ognized by any person by reason of any can-
cellation of any obligation or common stock
of the Corporation- in connection with the
privatization.

(b) OSI-iA REQUIREMENTS—For purposes
of the regulation of radiological and
nonradiological hazards under the Occupa-
tional Safety and Health Act of 1970. the cor-
poration established pursuant to subsection
(a)(1) shall be treated in the same manner as
other employers licensed by the Nuclear
Regulatory Commission, Any interagency
agreement entered into between the Nuclear
Regulatory Commission and the Occupa-
tional Safety and Health Administration
governing the scope of their respective regu-
latory authorities shall apply to the corpora-
tion as if the corporation were a Nuclear
Regulatory Commission licensee,

(c) LEGAL STATUS OF PRWATE CORPORA-
TION.—

'(1) NOT FEDERAL AGENCY—The corpora-
tion established pursuant to subsection (a)(1)
shall not be an agency. instrumentality, or
establishment of the United States Govern-
ment and shall not be a Government cor-
poration or Government-controlled corpora-
tion.

(2) NO RECOURSE AGAINST UNITED STATES.—
Obligations of the corporation established
pursuant to subsection (a)(1) shall not be ob-
ligations of, or guaranteed as to principal or
interest by. the Corporation or the United
States. and the obligations shall so plainly
state.

(3) NO CLAIMS COURT JURISDICTION—No ac-
tion under section 1491 of title 28, United
States Code, shall be allowable against the
United States based on the actions of the
corporation established pursuant to sub-
section (a)(1).

(d) BOARD OF DIRECTOR'S ELECTION AFTER
PUBLIC OFFERING—In the event that the pri-
vatization is implemented by means of a
public offering, an election of the members
of the board of directors of the Corporation
by the shareholders shall be conducted be-
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fore the end of the I-year period beginning
the date shares are first offered to the public
pursuant to such public offering.

(e) ADEQUATE PROCEEDS—The Secretary
of Energy shall not allow the privatization of
the Corporation unless before the sale date
the Secretary determines that the estimated
sum of the gross proceeds from the sale of
the Corporation will be an adequate
amount.".

(2) OWNERSHIP LIMITATIONS—Chapter 25 (as
amended by paragraph (1)) is amended by
adding at the end the following new section:
SEC. 1504. OWNERSHIP LIMITATIONS.

(a) SECURITIES LIMITATION—In the event
that the privatization is implemented by
means of a public offering, during a period of
3 years beginning on the privatization date,
no person, directly or indirectly. may ac-
quire or hold securities representing more
than 10 percent of the total votes of all Out-
standing voting securities of the Corpora-
tion.

'(b) APPLICATION—Subsection (a) shall not
apply—

'(1) to any employee stock ownership plan
of the Corporation.

(2) to underwriting syndicates holding
shares for resale, or

(3) in the case of shares beneficially held
for others. to commercial banks, broker-
dealers, clearing corporations. or other
nominees.

'(c) No director, officer, or employee of the
Corporation may acquire any securities, or
any right to acquire securities. of the Cor-
poration—

(1) in the public offering of securities of
the Corporation in the implementation of
the privatization.

'(2) pursuant to any agreement. arrange-
ment. or understanding entered into before
the privatization date, or

'(3) before the election of directors of the
Corporation under section 1503(d) on any
terms more favorable than those offered to
the general public.".

(3) EXEMPTION FROM LIABILITY—Chapter 25
(as amended by paragraph (2)) is amended by
adding at the end the following new section:
SEC. 1505. EXEMPTION FROM LIABILITY.

(a) IN GENERAL—NO director. officer, em-
ployee. or agent of the Corporation shall be
liable, for money damages or otherwise. to
any party if. with respect to the subject mat-
ter of the action. suit, or proceeding. such
person was fulfilling a duty. in connection
with any action taken in connection with
the privatization. which such person in good
faith reasonably believed to be required by
law or vested in such person.

(b) EXCEPTION—The privatization shall be
subject to the Securities Act of 1933 and the
Securities Exchange Act of 1934. The exemp-
tion set forth in subsection (a) shall not
apply to claims arising under such Acts or
under the Constitution or laws of any State,
territory, or possession of the United States
relating to transactions in securities. which
claims are in connection with a public offer-
ing implementing the privatization.".

(4) RESOLUTION OF CERTAIN ISSUES—Chap-
ter 25 (as amended by paragraph (3)) is
amended by adding at the end the following
new section:
"SEC. 1506. RESOLUTION OF CERTAIN ISSUES.

(a) CORPORATION ACTIONS—Notwithstand-
ing any provision of any agreement to which
the Corporation is a party. the Corporation
shall not be considered to be in breach. de-
fault, or violation of any such agreement be-
cause of any provision of this chapter or any
action the Corporation is required to take
under this chapter.

(b) RIGHT TO SUE WIThDRAWN—The Unit-
ed States hereby withdraws any stated or
implied consent for the United States, or any
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agent or officer of the United States. to be
sued by any person for any legal. equitable,
or other relief with respect to any claim
arising Out of, or resulting from, acts or
omissions under this chapter.".

(5) APPLICATION OF PRIVATIZATION PRO-
CEEDS.—Chapter 25 (as amended by para-
graph (4)) is amended by adding at the end
the following new section:
"SEC. 1507. APPLICATION OF PRIVATIZATION

PROCEEDS.
'The proceeds from the privatization shall

be included in the budget baseline required
by the Balanced Budget and Emergency Defi-
cit Control Act of 1985 and shall be counted
as an offset to direct spending for purposes of
section 252 of such Act. notwithstanding sec-
tion 257(e) of such Act.".

(6) CONFORMING AMENDMENT—The table of
contents for chapter 25 is amended by insert-
ing after the item for section 1502 the follow-
ing:

Sec. 1503. Establishment of private cor-
poration.

'Sec. 1504. Ownership limitations.
'Sec. 1505. Exemption from liability.
"Sec. 1506. Resolution of certain issues,
'Sec. 1507. Application of privatization pro-

ceeds.".
(7) Section 193 (42 U.S.C. 2243) is amended

by adding at the end the following:
(f) LI?nTATION.—If the privatization of the

United States Enrichment Corporation re-
sults in the Corporation being—

'(1) owned. controlled, or dominated by a
foreign corporation or a foreign government.
or

"(2) otherwise inimical to the common de-
fense or security of the United States.
any license held by the Corporation under
sections 53 and 63 shall be terminated,".

(8) PERIOD FOR CONGRESSIONAL REVIEW.—
Section 1502(d) (42 U.S.C. 2297d—1(d)) is
amended by striking 'less than 60 days after
notification of the Congress" and inserting
'less than 60 days after the date of the re-
port to Congress by the Comptroller General
under subsection (c)'.

(g) PERIODIC CERTIFICATION OF COMPLI-
ANCE—Section 1701(c) (2) (42 U.S.C. 2297f(c) (2))
is amended by striking ANNUAL APPLICATION
FOR CERTIFICATE OF COMPLIANCE—The Cor-
poration shall apply at least annually to the
Nuclear Regulatory Commission for a cer-
tificate of compliance under paragraph (1)."
and inserting 'PERIODIC APPLICATION FOR
CERTIFICATE OF COMPLIANCE—The Corpora-
tion shall apply to the Nuclear Regulatory
Commission for a certificate of compliance
under paragraph (1) periodically, as deter-
mined by the Nuclear Regulatory Commis-
sion, but not less than every 5 years.".

(h) LICENSING OF OThER TECUNOLOCIES.—
Subsection (a) of section 1702 (42 U.S.C. 2297f—
1(a)) is amended by striking "other than"
and inserting 'including".

(i) CONFORMING AMENDMENTS.—
(1) REPEALS IN ATOflC ENERGY ACT OF 1954

AS OF THE PRIVATIZATION DATE.—
(A) REPEALS—AS of the privatization date

(as defined in section 1201(13) of the Atomic
Energy Act of 1954). the following sections
(as in effect on such privatization date) of
the Atomic Energy Act of 1954 are repealed:

(i) Section 1202.
(ii) Sections 1301 through 1304.
(iii) Sections 1306 through 1316.
(iv) Sections 1404 and 1405.
Cv) Section 1601.
(vi) Sections 1603 through 1607.
(B) CONFORMING AMENDMENT—The table of

contents of such Act is amended by repealing
the items referring to sections repealed by
paragraph (1).

(2) STATUTORY MODIFICATIONS—As of such
privatization date, the following shall take
effect:
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(A) For purposes of title I of the Atomic

Energy Act of 1954. all references in such Act
to the United States Enrichment Corpora-
tion shall be deemed to be references to the
corporation established pursuant to section
1503 of the Atomic Energy Act of 1954 (as
added by subsection (fl(I)).

(B) Section 1018(1) of the Energy Policy
Act of 1992 (42 U.S.C. 2296b—7(1)) is amended
by striking the United States and all that
follows through the period and inserting

the corporation referred to in section
1201(4) of the Atomic Energy Act of 1954.'.

(C) Section 9101 (3) of title 31. United States
Code, is amended by striking subparagraph
(N), as added by section 902(b) of Public Law
102—486.

(3) REVISION OF SECTION 305.—As of such
privatization date. section 1305 of the Atomic
Energy Act of 1954 (42 U.S.C 2297b—4) is
amended—

(A) by repealing subsections (a). (b) (c),
and (d), and

(B) in subsection (e)—
(i) by striking the subsection designation

and heading.
(ii) by redesignating paragraphs (1) and (2)

(as added by subsection (d)(1)) as subsections
(a) and (b) and by moving the margins 2-ems
to the left,

(iii) by striking paragraph (3), and
(iv) by redesignating paragraph (4) (as

amended by subsection (d)(2)) as subsection
(c), and by moving the margins 2-ems to the
left.
SEC. p02. MAKING PERMANENT NUCLEAR REGU-

LATORY COMMISSION ANNUAL
CHARGES.

Paragraph (3) of section 6101(a)(3) of the
Omnibus Budget Reconciliation Act of 1990
(42 U.S.C. 2214(a) (3)) is repealed.
SEC. 1104. FEMA RADIOLOGICAL EMERGENCY

PREPAREDNESS FEES.
(a) IN GENER.AJ..—The Director of the Fed-

eral Emergency Management Agency may
assess and collect fees applicable to persons
subject to radiological emergency prepared-
ness regulations issued by the Director.

(b) REQUIREMENTS—The assessment and
collection of fees by the Director under sub-
section (a) shall be fair and equitable and
shall reflect the full amount of costs to the
Agency of providing radiological emergency
planning, preparedness, response, and associ-
ated services. Such fees shall be assessed by
the Director in a manner which reflects the
use of resources of the Agency for classes of
regulated persons and the administrative
costs of collecting such fees.

(c) AMOUNT OF FEES—The aggregate
amount of fees assessed under subsection (a)
in a fiscal year shall approximate, but not be
less than. 100 percent of the amounts antici-
pated by the Director to be obligated for the
radiological emergency preparedness pro-
gram of the Agency for such fiscal year.

(d) DEPOSIT OF FEES IN TREASURY-—Fees
received pursuant to subsection (a) shall be
deposited in the general fund of the Treasury
as offsetting receipts.

Subtitle B—Central Utah
SEC. 1121. PREPAYMENT OF CERTAIN REPAY.

MENT CONTRACTS BETWEEN THE
UNITED STATES AND THE CENTRAL
UTAH WATER CONSERVANCY DIS-
TRICT.

The second sentence of section 210 of the
Central Utah Project Completion Act (106
Stat. 4624) is amended to read as follows:
"The Secretary of the Interior shall allow
for prepayment of the repayment contract
between the United States and the Central
Utah Water Conservancy Distrkt dated De-
cember 28. 1965. and supplemented on Novem-
ber 26. 1985. providing for repayment of the
municipal and industrial water delivery fa-
cilities for which repayment is provided pur-
suant to such contract, under such terms and
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conditions as the Secretary deems appro-
priate to protect the interest of the United
States, which shall be similar to the terms
and conditions contained in the supp1é
mental contract that provided for the pre-
payment of the Jordan Aqueduct dated Octo-
ber 28, 1993. The District shall exercise its
right to prepayment pursuant to this section
by the end of fiscal year 2002.".

Subtitle C—Army Corps of Engineers
SEC. 1131. REGULATORY PROGRAJ4 FUND.

(a) ESTABLISHMENT—There is established
in the Treasury of the United States the
Army Civil Works Regulatory Program

Fund" (hereinafter in this section referred to
as the Regulatory Program Fund ) into
which shall be deposited fees collected by the
Secretary of the Army pursuant to sub-
section (b). Amounts deposited into the Reg-
ulatory Program Fund are authorized to be
appropriated to the Secretary of the Army to
cover a portion of the expenses incurred by
the Department of the Army in administer-
ing laws pertaining to the regulation of the
navigable waters of the United States, in-
cluding wetlands.

(b) RECULATORY FEES.—
(1) COLLECflON.—NOt later than 60 days

after the date of the enactment of this Act.
the Secretary of the Army shall establish
fees for the evaluation of commercial permit
applications, for the recovery of costs associ-
ated with the preparation of environmental
impact statements required by the National
Environmental Policy Act of 1969. and for
the recovery of costs associated with wet-
lands delineations for major developments
affecting wetlands. The Secretary shall col-
lect such fees and deposit amounts collected
pursuant to this paragraph into the Regu-
latory Program Fund.

(2) FEES.—The fees described in paragraph
(1) shall be established by the Secretary of
the Army at rates that will allow for the re-
covery of receipts at amounts sufficient to
cover the costs for which the fees are estab-
lished under paragraph (1).

Subtitle D—Helium Reserve
SEC. 1141. SALE OF HELIUM PROCESSING AND

STORAGE FACILITY.
(a) SHORT TITLE—This section may be

cited as the Helium Act of 1995'.
(b) REFERENCES—Except as otherwise ex-

pressly provided, whenever in this section an
amendment or repeal is expressed in terms of
an amendment to. or repeal of. a section or
other provision, the reference shall be con-
sidered to be made to a section or other pro-
vision of the Helium Act (50 U.S.C. 167 to
167n).

(c) AUThORIT' OF SECRETARY—Sections 3.
4, and 5 are amended to read as follows:
"SEC. 3. AUTHORXTY OF SECRETARY.

'(a) EXTRACTiON AND DISPOSAL OF HELIUM
ON FEDERAL LANDS.—(l) The Secretary may
enter into agreements with private parties
for the recovery and disposal of helium on
Federal lands upon such terms and condi-
tions as he deems fair, reasonable and nec-
essary. The Secretary may grant leasehold
rights to any such helium. The Secretary
may not enter into any agreement by which
the Secretary sells such helium other than
to a private party with whom the Secretary
has an agreement for recovery and disposal
of helium. Such agreements may be subject
to such rules and regulations as may be pre-
scribed by the Secretary.

(2) Any agreement under this subsection
shall be subject to the existing rights of any
affected Federal oil and gas lessee. Each
such agreement (and any extension or re-
newal thereof) shall contain such terms and
conditions as deemed appropriate by the Sec-
retary.

(3) This subsection shall not in any man-
ner affect or diminish the rights and obliga-
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tions of the Secretary and private parties
under agreements to dispose of helium pro-
duced from Federal lands in existence at the
enactment of the Helium Act of 1995 except
to the extent that such agreements are re-
newed or extended after such date.

(b) STORACE. TRANSPORTATION ANt)
Su.E.—The Secretary is authorized to store.
transport. and sell helium only in accord-
ance with this Act.

(c) MONITORINC AND REPORTING—The Sec-
retary is authorized to monitor helium pro-
duction and helium reserves in the United
States and to periodically prepare reports re-
garding the amounts of helium produced and
the quantity of crude helium in storage in
the United States.
"SEC. 4. STORAGE AND TRANSPORTATION OF

CRUDE HELIUM.
(a) S1ORACE AND TRA1\SPORTATION.—The

Secretary is authorized to store and trans-
port crude helium and to maintain and oper-
ate existing crude helium storage at the Bu-
reau of Mines Cliffside Field, together with
related helium transportation and with-
drawal facilities.

(b) CESSATION OF PRODUCTiON. REFININC,
AND MARXE'flNC.—Effective one year after
the date of enactment of the Helium Act of
1995. the Secretary shall cease producing, re-
fining and marketing refined helium and
shall cease carrying Out all other activities
relating to helium which the Secretary was
authorized to carry Out under this Act before
the date of enactment of the Helium Act of
1995. except those activities described in sub-
section (a).

(c) DISPOSAL OF FACILmES.—(1) Within
one year after the date of enactment of the
Helium Act of 1995, the Secretary shall dis-
pose of all facilities, equipment, and other
real and personal property, together with all
interests therein, held by the United States
for the purpose- of producing, refining and
marketing refined helium. The disposal of
such property shall be in accordance with
the provisions of law governing the disposal
of excess or surplus properties of the United
States.

(2) All proceeds accruing to the United
States by reason of the sale or other disposal
of such property shall be treated as moneys
received under this chapter for purposes of
section 6(f). All costs associated with such
sale and disposal (including costs associated
with termination of personnel) and with the
cessation of activities under subsection (b)
shall be paid from amounts available in the
helium production fund established under
section 6(f).

'(3) Paragraph (1) shall not apply to any
facilities. equipment. or other real or per-
sonal property. or any interest therein, nec-
essary for the storage and transportation of
crude helium.

(d) EXTSTINC COrrrIcTs.—All contracts
which were entered into by any person with
the Secretary for the purchase by such per-
son from the Secretary of refined helium and
which are in effect on the date of the enact-
ment of the Helium Act of 1995 shall remain
in force and effect until the date on which
the facilities referred to in subsection (c) are
disposed of. Any costs associated with the
termination of such contracts shall be paid
from the helium production fund established
under section 6(f).
"SEC. 5. FEES FOR STORAGE, TRANSPORTATION

AND WITHDRAWAL.

"Whenever the Secretary provides helium
storage. withdrawal, or transportation sei-v-
ices to any person. the Secretary is author-
ized and directed to impose fees on such per-
son to reimburse the Secretary for the full
costs of providing such storage. transpor-
tation. and withdrawal. All such fees re-
ceived by the Secretary shall be treated as
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moneys received under this Act for purposes
of section 6(f)..

(d) SALE OF CRUDE HELIUM—Section 6 is
amended as follows:

(1) Subsection (a) is amended by striking
Out from the Secretary and inserting
• from persons who have entered into en-
forceable contracts to purchase an equiva-
lent amount of crude helium from the Sec-
retary

(2) Subsection (b) is amended by inserting
crude before helium and by adding the

following at the end thereof: 'Except as may
be required by reason of subsection (a). the
Secretary shall not make sales of crude he-
lium under this section in such amounts as
will disrupt the market price of crude he-
lium.•'.

(3) Subsection (c) is amended by inserting
crude before "helium after the words
Sales of and by striking together with in-

terest as provided in this subsection' and all
that follows down through the period at the
end of such subsection and inserting the fol-
lowing: all funds required to be repaid to
the United States as of October 1, 1994 under
this section (hereinafter referred to as re-
payable amounts). The price at which crude
helium is sold by the Secretary shall not be
less than the amount determined by the Sec-
retary as follows:

(1) Divide the outstanding amount of such
repayable amounts by the volume (in mcf) of
crude helium owned by the United States
and stored in the Bureau of Mines Cliffside
Field at the time of the sale concerned.

(2) Adjust the amount determined under
paragraph (1) by the Consumer Price Index
for years beginning after December 3!. 1994.".

(4) Subsection (d) is amended to read as
follows:

(d) EXTRACTION OF HELIUM FROM DEPOSITS
ON FEDERAL LANDS—All moneys received by
the Secretary from the sale or disposition of
helium on Federal lands shall be paid to the
Treasury and credited against the amounts
required to be repaid to the Treasury under
subsection (c) of this section:.

(5) Subsection (e) is repealed.
(6) Subsection (f) is amended by inserting

(1) after '(f)' and by adding the following
at the end thereof:

(2) Within 7 days after the commence-
ment of each fiscal year after the disposal of
the facilities referred to in section 4(c). all
amounts in such fund in excess of 2.000.000
(or such lesser sum as the Secretary deems
necessary to carry out this Act during such
fiscal year) shall be paid to the Treasury and
credited as provided in paragraph (1). Upon
repayment of all amounts referred to in sub-
section (c), the fund established under this
section shall be terminated and all moneys
received under this Act shall be deposited in
the Treasury as General Revenues..

(e) ELIMINATION OF STOCKPILE—Section 8 is
amended to read as follows:
SEC. 8. ELIMINATION OF STOCKPILE.

(a) REVIEW OF RESERVES—Not later than
January 1. 2014 the Secretary shall review
the known helium reserves in the United
States and make a determination as to the
expected life of the domestic helium reserves
(other than federally owned helium stored at
the Cliffside Reservoir) at that time.

(b) RESERVES BELOW I BCF IN 2014.—Not
later than January 1, 20i4. if the Secretary
determines that domestic helium reserves
(other than federally owned helium stored at
the Cliffside Reservoir) are less than I billion
cubic feet (bcf). the Secretary shall com-
mence making sales of crude helium from
helium reserves owned by the United States
in such amounts as may be necessary to dis-
pose of all such helium reserves in excess of
600 million cubic feet (mcf) by January 1,
2019. The sales shall be at such times and in
such lots as the Secretary determines, in
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consultation with the helium industry, nec-
essary to carry Out this subsection. The
price for all such sales, as determined by the
Secretary in consultation with the helium
industry, shall be such as will ensure repay-
ment of the amounts required to be repaid to
the Treasury under section 6(c) by the year
2019 with minimum market disruption. The
date specified in this subsection for comple-
tion of such sales and for repayment of debt
may be extended by the Secretary for a pe-
riod of not to exceed 5 additional years if
necessary in order to assure repayment of
such debt with minimum market disruption.

'(c) RESERVES ABOVE I BCF IN 2014.—Not
later than January 1, 2014, if the Secretary
determines that domestic helium reserves
(other than federally owned helium stored at
the Cliffside Reservoir) are more than I bil-
lion cubic feet (bcf), the Secretary shall com-
mence making sales of crude helium from
helium reserves owned by the United States
in such amounts as may be necessary to dis-
pose of all such helium reserves in excess of
600 million cubic feet (mcf) by January 1,
2024. The sales shall be at such times and in
such lots as the Secretary determines, in
consultation with the helium industry, nec-
essary to carry out this subsection with min-
imum disruption of the market for crude he-
lium.

(d) DISCOVERY OF ADDITIONAL RESERVES.—
The discovery of additional helium reserves
after the year 2014 shall not affect the duty
of the Secretary to make sales of helium as
provided in subsection (b) or (c), as the case
may be.".

(f) REPEAL OF AUTHORrFY TO BORROW—Sec-
tions 12 and 15 are repealed.

Subtitle E—Territories
SEC. 1151. TERMINATION OF ANNUAL DIRECT AS-

SISTANCE TO NORTHERN MARIANA
ISLANDS.

(a) IN GENERAL—No annual payment may
be made under section 701. 702, or 704 of the
Covenant to Establish a Commonwealth of
the Northern Mariana Islands in Political
Union with the United States of America (48
U.S.C. 1681 note), for any fiscal year begin-
ning after September 30, 1995.

(b) ELIMINATION OF 7-YEAR EXTENSIONS.—
(1) IN GENERAL—The Act of March 24. 1976

(90 Stat. 263; 16 U.S.C. 1681 note), is amended
by striking sections 3 and 4.

(2) CONFORMING C-jANGES.—(A) Section 5 of
the Act of March 24, 1976 (90 Stat. 263; 16

U.S.C. 1681 note) is redesignated as section 3.
(B) Section 3 of such Act, as redesignated

by subparagraph (A) of this paragraph. is
amended—

(i) by striking 'agreement identified in
section 3 of this Act' and inserting Agree-
ment of the Special Representatives on Fu-
ture United States Financial Assistance for
the Government of the Northern Mariana Is-
lands. executed June 10, 1985, between the
special representative of the President of the
United States and the special representa-
tives of the Governor of the Northern Man-
ana Islands"; and

(ii) by striking Interior and Insular Af-
fairs" and inserting Resources".

TITLE Il—AGRICULTURE
SEC. 2001. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE—This title may be cited
as the 'Agricultural Reconciliation Act of
1995".

(b) TABLE OF CONThNTS.—The table of con-
tents of this title is as follows:

Sec. 2001. Short title: table of contents.
Subtitle A—Commodity Programs

Sec. 2101. Wheat, feed grain, and oilseed pro-
gram.

Sec. 2102. Upland cotton program.
Sec. 2103. Rice program.
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Sec. 2104. Peanut program.
Sec. 2105. Dairy program.
Sec. 2106. Sugar program.
Sec. 2107. Sheep industry transition pro-

gram.
Sec. 2108. Suspension of permanent price

support authority.
Sec. 2109. Extension of related price support

provisions.
Sec. 2110. Effective date.

Subtitle B—Conservation
Sec. 2201. Environmental quality incentives

program.
Subtitle C—Agricultural Promotion and

Export Programs
Sec. 2301. Export enhancement program.

Subtitle A—Commodity Programs
SEC. 2101. WHEAT. FEED GRAIN. AND OILSEED

PROGRAM.
(a) IN GENER&L.—Title I of the Agricultural

Act of 1949 (7 U.S.C. 1441 et seq.) is amended
by adding the end the following:
'SEC. 116. MARKETING LOANS AND LOAN DEFI.

CIENCY PAYMENTS FOR 1996
THROUGH 2002 CROPS OF WHEAT.
FEED GRAINS. AND OILSEEDS.

'(a) DEFINITIONS—tn this section:
(1) COVERED COMMODITIES—The term cov-

ered commodities means wheat, feed grains,
and oilseeds.

(2) FEED GRAINS—The term feed grains
means corn, grain sorghum. barley, oats.
millet, rye. or as designated by the Sec-
retary, other feed grains.

'(3) OILSEEDS.—The term 'oilseeds means
soybeans, sunflower seed, rapeseed, canola,
safflower, flaxseed, mustard seed, or as des-
ignated by the Secretary. other oilseeds.

'(b) ADJUSTMENT ACCOUNT.—
(1) DEFINITION OF PAYMENT BUSHEL OF PRO-

DUCTION—In this subsection. the term pay-
ment bushel of production means—

(A) in the case of wheat, 7Ao of a bushel;
(B) in the case of corn, a bushel: and
(C) in the case of other feed grains, a

quantity determined by the Secretary.
'(2) ESTABLISHMENT—The Secretary shall

establish an Adjustment Account (referred
to in this subsection as the Account') for
making—

'(A) payments to producers of the 1996
through 2002 crops of covered commodities
who participate in the marketing loan pro-
gram established under subsection (c); and

(B) payments to producers of the 1994 and
1995 crops of covered commodities that are
authorized, but not paid. under sections 1058
and 107B prior to the date of enactment of
this section.

(3) AMOUNT IN ACCOUNT—The Secretary
shall transfer from funds of the Commodity
Credit Corporation into the Account—

(A) 4.500.OO0.000 for fiscal year 1996; and
(B) $2,800,000,000 for each of fiscal years

1997 through 2002;
to remain available until expended.

(4) PAYMENTS—The Secretary shall use
funds in the Account to make payments to
producers of wheat and feed grains in accord-
ance with this subsection.

'(5) TIER I SUPPORT.—
(A) IN GENERAL—The producers on a farm

referred to in paragraph (2) shall be entitled
to a payment computed by multiplying—

(i) the payment quantity determined
under subparagraph (B): by

'(ii) the payment factor determined under
subparagraph (C).

'(B) PAYMENT QUANTITY.—
(i) IN GENERAL—Subject to clause (ii), the

payment quantity for payments under sub-
paragraph (A) shall be determined by the
Secretary based on—

'(I) 90 percent of the 5-year average of the
quantity of wheat and feed grains produced
on the farm:
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• '(II) an adjustment to reflect any disaster

or other circumstance beyond the control of
the producers that adversely affected produc-
tion of wheat or feed grains, as determined
by the Secretary: and

(III) an adjustment for planting resource
conservation crops on the crop acreage base
for covered commodities, and adopting con-
serving uses, on the base not enrolled in the
environmental reserve program provided in
paragraph (6).

(ii) LnnTATIoNS.—The quantity deter-
mined under clause (j) for an individual, cii-
rectly or indirectly, shall not exceed 22.C00
payment bushels of wheat or feed grains and
may be adjusted by the Secretary to reflect
the availability of funds.

(C) PAYMENT FACTOR.—
'(i) WHEPT.—The payment factor for wheat

under subparagraph (A) shall be equal to the
difference between a price established by the
Secretary, of not to exceed $4.00 per bushel.
'and the greater of—

(I) the marketing loan rate for the crop of
wheat; or

"(II) the average domestic price for wheat
for the crop for the calendar year in which
the crop is normally harvested.

(ii) CORN—The payment factor for corn
under subparagraph (A) shall be equal to the
difference between a price established by he
Secretary, of not to exceed $2.75 per bushel.
and the greater of—

(I) the marketing loan rate for the crop of
corn: or

"(II) the average domestic price for corn
for the crop for the calendar year in which
the crop is normally harvested:

(iii) YThfER FEED GRAINS—The payment
factor for other feed grains under subpara-
graph (A) shall be established by the Sec-
retary at such level as the Secretary deter-
mines is fair and reasonable in relation to
the payment factor for corn.

(D) ADVANCE PAYMENT—The Secretary
shall make available to producers on a farm
50 percent of the projected payment under
this subsection at the time the producers
agree to participate in the program.

'(6) ENVIRONMENTAL RESERVE PROGRAM.—
(A) IN GENERAL—The Secretary may

enter into 1 to 5 year contracts with produc-
ers on a farm referred to in paragraph (2) for
the purposes of enrolling flexible acreage
base for conserving use purposes.

'(B) LIuITATION.—Flexible acreage base
enrolled in the environmental reserve pro-
gram shall not be eligible for benefits pro-
vided in paragraph (5) (B).

(c) MARKETING LoANS.—
"(1) IN GENERAL—The Secretary shall

make available to producers on a farm mar-
keting loans for each of the 1996 through 2002
crops of covered commodities produced on
the farm.

(2) ELIGIBILITY.—
(A) IN GENERAL—To be eligible for a loan

under this subsection, the producers on a
farm may not plant covered commodities on
the farm in excess of the flexible acreage
base of the farm determined under section
502.

'(B) AMOUNT—The Secretary shall provide
marketing loans for their normal production
of covered commodities produced on a farm.

(3) LOAN RATE—Loans made under this
subsection shall be made at the rate of 95
percent of the average price for the commod-
ity for the previous 5 crop years. as deter-
mined by the Secretary.

(4) REPAYMENT.—
(A) CALCIJLXflON.—Producers on a farm

may repay loans made under this subsection
for a crop at a level that is the lesser of—

(i) the loan level determined for the crop;
or

"(ii) the prevailing domestic market price
for the commodity (adjusted to location and
quality), as determined by the Secretary.

"(B) PREVAILING DOMESTIC MARKET PRICE.—
The Secretary shall prescribe by regula-
tion—

'(i) a formula to determine the prevailing
domestic market price for each covered com-
modity: and

"(ii) a mechanism by which the Secretary
shall announce periodically the prevailing
domestic market prices established under
this subsection.

(d) LOAN DEFICIENCY PAy?vTS.—
(I) IN GENERAL—The Secretary may. for

each of the 1996 through 2002 crops of covered
commodities, make payments (referred to in
this subsection as loan deficiency pay-
ments') available to producers who, although
eligible to obtain a marketing loan under
subsection (c). agree to forgo obtaining the
loan in return for payments under this sub-
section.

"(2) COMPUTATION—A payment under this
subsection shall be computed by multiply-
ing—

'(A) the loan payment rate: by
'(B) the quantity of a covered commodity

the producer is eligible to place under loan
but for which the producer forgoes obtaining
the loan in return for payments under this
subsection.

"(3) LOAN PAYMENT RATE.—
'(A) IN GENERAL—For the purposes of this

subsection, the loan payment rate shall be
the amount by which—

(i) the marketing loan rate determined
for the crop under subsection (c)(3): exceeds

'(ii) the level at which a loan may be re-
paid under subsection (c)(4).

(B) DATE—The date on which the calcula-
tion required under subparagraph (A) for the
producers on a farm shall be determined by
the producers, except that the date may not
be later than the earlier of—

(i) the date the producers lost beneficial
interest in the crop; or

"(ii) the end of the marketing year for the
crop.

"(4) APPLICATION—Producers on a farm
may apply for a payment for a covered com-
modity under this subsection at any time
prior to the end of the marketing year for
the commodity.

"(e) PROGRAM COST LIMITATION.—
"(I) IN GENERAL—If the Secretary deter-

mines that the costs of providing marketing
loans and loan deficiency payments for cov-
ered commodities under this section will ex-
ceed an amount of $9,000,000,000 for the 1996
through 2002 fiscal years, the Secretary shall
carry Out a program cost limitation program
to ensure that the cost of providing market-
ing loans and loan deficiency payments do
not exceed the amount.

"(2) TERMS—If the Secretary determines
that a program cost limitation program is
required for a crop year, the Secretary shall
carry Out for the crop year—

(A) a proportionate reduction in the num-
ber of bushels that a producer may directly
or indirectly place under loan:

"(B) a limitation on the number of bushels
the producers on a farm may directly or indi-
rectly place under loan:

'(C) an acreage limitation program: or
(D) any combination of actions described

in subparagraphs (A), (B), and (C).
(3) Llr&iTATiON.—The program cost limita-

tion program may only be applied to a crop
of a covered commodity for which the do-
mestic price is projected, by the Secretary.
to be less than the 5-year average price for
the commodity.

(4) ANNOLJNCEMEJ'IrS.—If the Secretary
elects to implement a program cost limita-
tion program for any crop year. the Sec-
retary shall make an announcement of the
program not later than—

"(A) in the case of wheat. June 1 of the cal-
endar year preceding the year in which the
crop is harvested: and
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(B) in the case of feed grains and oilseeds,

September 30 of the calendar year preceding
the year in which the crop is harvested, and

(f) EQUITABLE RELIEF—If the failure of a
producer to comply fully with the terms and
conditions of programs conducted under this
section precludes the making of loans and
payments, the Secretary may, nevertheless.
make the loans and payments in such
amounts as the Secretary determines are eq-
uitable in relation to the seriousness of the
failure.

"(g) COMMODITY CREDIT CORPORATION—The
Secretary shall carry Out the program au-
thorized by this section through the Com-
modity Credit Corporation.

'(h) ASSIGNMENT OF PAYMENTS—The provi-
sions of section 8(g) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(g)) (relating to assignment of payments)
shall apply to payments under this section.

'(i) TENANTS AND SHARECROPPERS—In car-
rying Out this section, the Secretary shall
provide adequate safeguards to protect the
interest of tenants and sharecroppers.

(j) CROPS—This section shall be effective
only for the 1996 through 2002 crops of a cov-
ered commodity.".

(b) FLEXIBLE ACREAGE BASE.—
(I) DEFiNITIONS—Section 502 of the Agri-

cultural Act of 1949 (7 U.S.C. 1462) is amended
by striking paragraphs (2) and (3) and insert-
ing the following:

(2) FEED GRAINS—The term 'feed grains
means corn. grain sorghum. barley, oats.
millet, rye. or as designated by the Sec-
retary, other feed grains.

(3) Go CROPS—The term 'GO crops means
wheat. feed grains, and oilseeds.

"(4) OILSEEDS.—The term 'oilseed' means a
crop of soybeans, sunflower seed. rapeseed.
canola, safflower, flaxseed. mustard seed. or.
if designated by the Secretary. other oil-
seeds.

(5) PROGRAM CROP—The term program
crop' means a GO crop and a crop of upland
cotton or rice.".

(2) CROP ACREAGE BASES—Section 503(a) of
the Act (7 U.S.C. 1463(a)) is amended by
striking paragraph (I) and inserting the fol-
lowing:

(I) IN GENERAL.—
'(A) Go CROPS—The Secretary shall pro-

vide for the establishment and maintenance
of a single crop acreage base for GO crops.
including any GO crops produced under an
established practice of double cropping.

"(B) CorroN AND RICE—The Secretary
shall provide for the establishment and
maintenance of crop acreage bases for cotton
and rice crops. including any program crop
produced under an established practice of
double cropping.".
SEC. 2102. UPLAND COTFON PROGRAM.

(a) EXTENSION—Section 103B of the Agri-
cultural Act of 1949 (7 U.S.C. 1444-2) is
amended—

(I) in the section heading, by striking
"1997' and inserting "2002":

(2) in subsections (a)(1). (b)(l). (c)(1). and
(o). by striking '1997" each place it appears
and inserting '2002":

(3) in subsection (a)(5). by striking '1998''
each place it appears and inserting "2002":

(4) in the heading of subsection
(c)(l)(D)(v)(II). by striking ''199T' and insert-
ing '2002':

(5) in subsection (e)W(D). by striking "the
1997 crop" and inserting ' each of the 1997
through 2002 crops' and

(6) in subsections (e)(3)(A) and (0(1). by
striking "1995' each place it appears and in-
serting ''2002''.
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(b) INCPSE IN NONPAYMENT ACRES—Sec-

tion 103B(c)(1)(C) of the Act is amended by
striking 85 percent' and inserting "77.5 per-
cent for each of the 1996 through 2002 crops
SEC. 2103. RICE PROGRAM.

(a) EXTENSION—Section bIB of the Agri-
cultural Act of 1949 (7 U.S.C. 1441—2) is
amended—

(I) in the section heading, by striking
1995' and inserting '2002':
(2) in subsections (a)(1), (a)(3). (b)(1),

(c)(l)(A), (c)(1)(B)(iii), (e)(3)(A), (f)(1), and (n),

by striking "1995' each place it appears and
inserting "2002';

(3) in subsection (a)(5)(D)(i). by striking
1996' and inserting '2003; and
(4) in subsection (c) (1)—
(A) in subparagraph (B)(ii)—
(i) by striking 'AND 1995" and inserting

•'TJ 2002'; and
(ii) by striking and 1995' and inserting
through 2002': and
(B) in subparagraph (D)—
(i) in clauses (i) and (v)(II). by striking
1997' each place it appears and inserting
2002'; and
(ii) in the heading of clause (v)(II), by

striking ' i997" and inserting "2002'.
(b) INCREASE IN NONPAYMEN'T ACRES—Sec-

tion IOIB(c)(l)(C)(ii) of the Act is amended by
striking "85 percent and inserting "77.5 per-
cent for each of the 1998 through 2002 crops
SEC. 2104. PEANUT PROGRAM.

(a) EXTENSION.—
(1) AGRICULTURAL ACT OF 1949.—Section 108B

of the Agricultural Act of 1949 (7 U.S.C.
1445c-3) is amended—

(A) in the section heading, by striking
1997' and inserting 20O2":

(B) in subsection (a)(l). (b)(1), and (h), by
striking "1997" each place it appears and in-
serting ' 2002': and

(C) in subsection (g)—
(i) by striking "1997" in paragraphs (1) anc

(2) (A) (ii) (II) and inserting '2002'; and
(ii) by striking "the 1997 crop' each place

it appears and inserting "each of the 1997
through 2002 crops"

(2) AGRICULTURAL ADJUSThIENT ACT OF
1938.—Part VI of subtitle B of title III of the
Agricultural Adjustment Act of 1938 is
amended—

(A) in section 358—1 (7 U.S.C. 1358—1)—
(i) in the section heading. by striking

"1997' and inserting "2002": and
(ii) in subsections (a)(1). (b). and U). by

striking 1997' each place it appears and in-
serting "2002

(B) in section 358b (7 U.S.C. 1358b)—
(i) in the section heading, by striking

'1995" and inserting '2002; and
(ii) in subsection (c). by striking '1995'

and inserting '2002':
(C) in section 358c(d) (7 U.S.C. 1358c(d)), by

striking '1995" and inserting "200Z": and
(D) in section 358e (7 U.S.C. 1359a)—
(i) in the section heading, by striking

'1997" and inserting '2002': and
(ii) in subsection (i). by striking 1997" and

inserting "2002".
(b) SUPF'ORT RATES FOR PEANUTS—Section

108B(a) (2) of the Agricultural Act of 1949 (7
U.S.C. 1445c-3(a)(2)) is amended—

(I) by striking "(2) SUPPORT RATES—The'
and inserting the following:

"(2) SUPPORT RATES.—
'(A) 1991—1995 CROPS.—The"; and
(2) by adding at the end the following:

(B) 1996-2002 CROPS.—The national aver-
age quota support rate for each of the 1996
through 2002 crops of quota peanuts shall be
$678 per ton.".

(c) UNDERMAR,KET]NGS.—
(I) IN GEr.ERAL.—Section 358-1(b) of the Ag-

ricultural Adjustment Act of 1938 (7 U.S.C.
1358-1(b)) is amended—

(A) in paragraph (7). by adding at the end
the following;:
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(C) TRANSFER OF ADDITIONAL PEANUTS.—

Additional peanuts on a farm from which the
quota poundage was not harvested or mar-
keted may be transferred to the quota loan
pool for pricing purposes at the quota price
on such basis as the Secretary shall be regu-
lation provide, except that the poundage of
the peanuts so transferred shall not exceed
the difference in the total quantity of pea-
nuts meeting quality requirements for do-
mestic edible use, as determined by the Sec-
retary, marketed from the farm and the
total farm poundage quota.' and

(B) by striking paragraphs (8) and (9).
(2) CONFORMING AMENDMENTS.—Section

358b(a) of the Act (7 U.S.C. 1358b(a)) is
amended—

(A) in paragraph (I)(A). by striking
"undermarketings and ':and

(B) in paragraph (3). by striking "(includ-
ing any applicable undermarketings)".
SEC. 2105. DAIRY PROGRAM.

(a) PRICE SUPPORT—Section 204 of the Ag-
ricultural Act of 1949 (7 U.S.C. 1446e) is
amended—

(1) in the section heading. by striking
"1996" and inserting '2002'

(2) in subsections (a). (b). U). (g). and (k),
by striking "1996' each place it appears and
inserting "2002":

(3) in subsection (h)(2)(C). by striking 'and
1997" and inserting 'through 2002".

(b) SUPPORT PRICE FOR BI.JTTER AND POW-
DERED MILK—Section 204(c)(3) of the Act is
amended—

(1) in subparagraph (A). by striking 'Sub-
ject to subparagraph (B), the' and inserting

The":
(2) by striking subparagraph (B): and
(3) by redesignating subparagraph (C) as

subparagraph (B).
(c) SUPPORT RATE—Section 204(d) of the

Act is amended—
(1) by striking paragraphs (1) through (3):

and
(2) by redesignating paragraphs (4) and (5)

as paragraphs (1) and (2) respectively.
SEC. 2106. SUGAR PROGRAM.

(a) IN GENERAL—Section 206 of the Agri-
cultural Act of 1949 (7 U.S.C. 1446g) is amend-
ed to read as follows:
'SEC. 206. SUGAR SUPPORT FOR 1996 ThROUGH

2002 CROPS.
'(a) DEFINrFIONS.—In this section:
"(1) AGREEMENT ON AGRiCULTURE—The

term Agreement on Agriculture' means the
Agreement on Agriculture resulting from the
Uruguay Round of Multilateral Trade Nego-
tiations.

'(2) MAJOR COUNTRY—The term 'major
country' includes—

"(A) a country that is allocated a share of
the tariff rate quota for imported sugars and
syrups by the United States Trade Rep-
resentative pursuant to additional U.S. note
5 to chapter 17 of the Harmonized Tariff
Schedule;

(B) a country of the European Union: and
(C) the Peoples Republic of China.

"(3) MARKET—The term 'marketS means to
sell or otherwise dispose of in commerce in
the United States (including, with respect to
any integrated processor and refiner, the
movement of raw cane sugar into the refin-
ing process) and delivery to a buyer.

"(4) ToT.L ESTIMATED DISAPPEARANCE.—
The term total estimated disappearance
means the quantity of sugar. as estimated by
the Secretary. that will be consumed in the
United States during a fiscal year (other
than sugar imported for the production of
polyhydric alcohol or to be refined and reex-
ported in refined form or in a sugar-contain-
ng product), plus the quantity of sugar that
would provide for adequate carryover stocks.

"(b) PRICE SUPPORT—The price of each of
the 1996 through 2002 crops of sugar beets and
sugarcane shall be supported in accordance
with this section.
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"(c) SUGARCANE.—Subject to subsection

(e), the Secretary shall support the price of
domestically grown sugarcane through loans
at a support level of 18 cents per pound for
raw cane sugar.

"(d) SUGAR BEETS—Subject to subsection
(e), the Secretary shall support the price of
each crop of domestically grown sugar beets
through loans at the level provided for re-
fined beet sugar produced from the 1995 crop
of domestically grown sugar beets.

"(e) ADJUSTMENT IN SUPPORT LEVEL.—
(1) DOwNWARD ADJUSTMENT IN SUPPORT

LEVEL.—
'(A) IN GENERAL—The Secretary shall de-

crease the support price of domestically
grown sugarcane and sugar beets from the
level determined for the preceding crop, as
determined under this section, if the quan-
tity of negotiated reductions in export and
domestic subsidies of sugar that apply to the
European Union and other major countries
in the aggregate exceed the quantity of the
reductions in the subsidies agreed to under
the Agreement of Agriculture.

"(B) EXTENT OF REDUCTION—The Secretary
shall not reduce the level of price support
under subparagraph (A) below a level that
provides an equal measure of support to the
level provided by the European Union or any
other major country through domestic and
export subsidies that are subject to reduc-
tion under the Agreement on Agriculture.

"(2) INCREASES IN SUPPORT LEVEL—The
Secretary may increase the support level for
each crop of domestically grown sugarcane
and sugar beets, from the level determined
for the preceding crop based on such factors
as the Secretary determines appropriate, in-
cluding changes (during the 2 crop years im-
mediately preceding the crop year for which
the determination is made) in the cost of
sugar products, the cost of domestic sugar
production, the amount of any applicable as-
sessments, and other factors or cir-
cumstances that may adversely affect do-
mestic sugar production.

(f) LOAN TYPE: PROCESSOR ASSUTANCES.—
"(1) Ir GENERAL—Subject to paragraph (2).

the Secretary shall carry Out this section by
making recourse loans to sugar producers,

(2) MODWICATION.—During any fiscal year
in which the tariff rate quota for imports of
sugar into the United States is established
at. or is increased to. a level that exceeds the
minimum level for the imports committed to
by the United States under the Agreement
on Agriculture, the Secretary shall carry Out
this section by making nonrecourse loans
available to sugar producers. Any recourse
loan previously made available by the Sec-
retary and not repaid under this section dur-
ing the fiscal year shall be converted into a
nonrecourse loan.

'(3) PROCESSOR ASSURANCES—To effec-
tively support the prices of sugar beets and
sugarcane received by a producer. the Sec-
retary shall obtain from each processor that
receives a loan under this section such assur-
ances as the Secretary considers adequate
that, if the Secretary is required under para-
graph (2) to make nonrecourse loans avail-
able, or convert recourse loans into
nonrecourse loans. each producer served by
the processor will receive the appropriate
minimum payment for sugar beets and sug-
arcane delivered by the producer. as deter-
mined by the Secretary.

(g) ANNOUNCEMENTS—The Secretary shall
announce the type of loans available and the
loan rates for beet and cane sugar for any
fiscal year under this section as far in ad-
vance as is practicable.

(h) LO TEi.—
(1) IN GENERAL—Except as provided in

paragraph (2) and subsection (i). a loan under
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this section during any fiscal year shall be
made available not earlier than the begin-
ning of the fiscal year and shall mature at
the end of 3 months.

(2) EXTENSION—The maturity of a loan
under this section may be extended for up to
2 additional 3-month periods, at the option of
the borrower, except that the maturity of a
loan may not be extended under this para-
graph beyond the end of the fiscal year.

(i) SUPPLETARY LOANS—Subject to
subsection (e). the Secretary shall make
available to eligible processors price support
loans with respect to sugar processed from
sugar beets and sugarcane harvested in the
last 3 months of a fiscal year. The loans shall
mature at the end of the fiscal year. The
processor may repledge the sugar as collat-
eral for a price support loan in the subse-
quent fiscal year. except that the second
loan shall—

(1) be made at the loan rate in effect at
the time the second loan is made; and

(2) mature in not more than 9 months.
less the quantity of time that the first loan
was in effect.

(j) USE OF COMMODITY CREDIT CORPORA-
T1ON.—The Secretary shall use the funds, fa-
cilities. and authorities of the Commodity
Credit Corporation to carry Out this section.

(k) MARKETING ASSESSMENTS.—
(I) IN CENERAL.—Assessments shall be col-

lected in accordance with this subsection
with respect to all sugar marketed within
the United States during the 1996 through
2002 fiscal years.

(2) BEET SUGAR—The flrst seller of beet
sugar produced from domestic sugar beets or
domestic sugar beet molasses shall i-emit to
the Commodity Credit Corporation a ron-
refundable marketing assessment in an
amount equal to 1.1894 percent of the loan
level established under subsection (d) per
pound of sugar marketed.

(3) Cj'j SUGAR—The first seller of raw
cane sugar produced from domestic sugar-
cane or domestic sugarcane molasses shall
remit to the Commodity Credit Corporation
a nonrefundable marketing assessment in an
amount equal to 1.11 percent of the loan
level established under subsection (c) per
pound of sugar marketed (including the
transfer or delivery of the sugar to a refinery
for further processing or marketing).

(4) COLLECTION.—
(A) TIMING—Marketing assessments re-

quired under this subsection shall be col-
lected and remitted to the Commodity Cred-
it Corporation not later than 30 days after
the date that the sugar is marketed.

(B) MANNER.—Subject to subparagraph
(A), marketing assessments shall be col-
lected under this subsection in the manner
prescribed by the Secretary and shall be non-
refundable.

(5) PENtunES.—If any person fails to
remit an assessment required by this sub-
section or fails to comply with such require-
ments for recordkeeping or otherwise fails to
comply with this subsection, the person shall
be liable to the Secretary for a civil penalty
of not more than an amount determined by
multiplying—

(A) the quantity of sugar involved in the
violation; by

(B) the loan level for the applicable crop
of sugarcane or sugar beets from which the
sugar is produced.
For the purposes of this paragraph. refined
sugar shall be treated as produced from
sugar beets.

(6) ENFORCEMENT—The Secretary may
enforce this subsection in the courts of the
United States.

(1) INFORMA'flON REPORT1NG.—
(I) DuTY OF PROCESSORS AND REFINERS TO

REPORT—A sugarcane processor. cane sugar
refiner, and sugar beet processor shall fur-
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nish the Secretary, on a monthly basis, such
information as the Secretary may require to
administer sugar programs. including the
quantity of purchases of sugarcane. sugar
beets, and sugar. and production. importa-
tion, distribution, and stock levels of sugar.

(2) DuTY OF PRODUCERS TO REPORT—To ef-
ficiently and effectively carry Out the pro-
gram under this section. the Secretary may
require a producer of sugarcane or sugar
beets to report. in the manner prescribed by
the Secretary. the producer's sugarcane or
sugar beet yields and acres planted to sugar-
cane or sugar beets, respectively.

(3) PENALTY—Any person willfully failing
or refusing to furnish the information, or
furnishing willfully any false information.
required under this subsection shall be sub-
ject to a civil penalty of not more than
$10,000 for each such violation.

(4) MONTHLY REPORTS—Taking into con-
sideration the information received under
paragraph (1). the Secretary shall publish on
a monthly basis composite data on produc-
tion, imports, distribution, and stock levels
of sugar.

(m) 5UCAR EST1MATES.—
(1) DOMEST1C REQUIREMENT—Before the

beginning of each fiscal year. the Secretary
shall estimate the domestic sugar require-
ment of the United States in an amount that
is equal to the total estimated disappear-
ance. minus the quantity of sugar that will
be available from carry-in stocks.

(2) QUARTERLY REEST1MATES.—The Sec-
retary shall make quarterly reestimates of
sugar consumption. stocks, production. and
imports for a fiscal year not later than the
beginning of each of the second through
fourth quarters of the fiscal year.

(n) CROPS—This section shall be effective
only for the 1996 through 2002 crops of sugar
beets and sugarcane.".

(b) MARKETINC QuOTAS.—Pal-t VII of sub-
title B of title III of the Agricultural Adjust-
ment Act of 1938 (7 U.S.C. 1359aa et seq.) is
repealed.
SEC. 2107. SHEEP INDUSTRY TRANSITION PRO-

GRAM.
Title II of the Agricultural Act of 1949 (7

U.S.C. 1446 et seq.) is amended by adding at
the end the following:
SEC. 208. SHEEP INDUSTRY TRANSITION PRO-

GRAM.
(a) LOSS.—
(1) IN CENERAL,—The Secretary shall, on

presentation of warehouse receipts or other
acceptable evidence of title as determined by
the Secretary. make available for each of the
1996 through 1999 marketing years recourse
loans for wool at a loan level, per pound.
that is not less than the smaller of—

(A) the average price (weighted by mar-
ket and month) of the base quality of wool at
average location in the United States as
quoted during the 5-marketing year period
preceding the year in which the loan level is
announced. excluding the year in which the
average price was the highest and the year in
which the average price was the lowest in
the period; or

(B) 90 percent of the average price for
wool projected for the marketing year in
which the loan level is announced. as deter-
mined by the Secretary.

(2) ADJUSTMENTS TO LOAN LEVEL..—
(A) LIMITAT1ON ON DECREASE IN LOAN

LEVEL—The loan level for any marketing
year determined under paragraph (1) may
not be reduced by more than 5 percent from
the level determined for the preceding mar-
keting year. and may not be reduced below
50 cents per pound.

(B) LIMITAT1ON ON INCREASE IN LOAN
LEVEL—If for any marketing year the aver-
age projected price determined under para-
graph (l)(B) is less than the average United
States market price determined under para-
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graph (l)(A). the Secretary may increase the
loan level to such level as the Secretary may
consider appropriate, not in excess of the av-
erage United States market price deter-
mined under paragraph (l)(A).

(C) ADJUSTMENT FOR QUALITY.—
(i) IN CENERAL.—.Notwithstanding sub-

paragraphs (A) and (B), the Secretary may
adjust the loan level of a loan made under
this section with respect to a quantity of
wool to more accurately reflect the quality
of the wool, as determined by the Secretary.

"(ii) ESTABLISHMENr OF GRADING SYSTEM.—
To allow producers to establish the quality
of wool produced on a farm. the Secretary
shall establish a grading system for wool,
based on micron diameter of the fibers in the
wool.

"(iii) FEES—The Secretary may charge
each person that requests a grade for a quan-
tity of wool a fee to offset the costs of test-
ing and establishing a grade for the wool.

"(iv) TEST1NC FACILITIES—To the extent
practicable. the Secretary may certify State.
local. or private facilities to carry Out the
grading of wool for the purpose of carrying
out this subparagraph.

(3) ANNOUNCEMENT OF LOAN LEVEL—The
loan level for any marketing year of wool
shall be determined and announced by the
Secretary not later than December 1 of the
calendar year preceding the marketing year
for which the loan is to be effective or, in the
case of the 1996 marketing year. as soon as is
practicable after December 1. 1995.

(4) TERl1 OF LOAN.—
(A) IN GENERAL—Recourse loans provided

for in this section may be made for an initial
term of 9 months fran the first day of the
month in which the loan is made.

(B) EXTENSIONS—Except as provided in
subparagraph (C), recourse loans provided for
in this section shall, on request of the pro-
ducer during the 9th month of the loan pe-
riod for the wool, be made available for an
additional term of 8 months.

(C) LIMITAT1ON.—A request to extend the
loan period shall not be approved in any
month in which the average price of the base
quality of wool, as determined by the Sec-
retary. in the designated markets for the
preceding month exceeded 130 percent of the
average price of the base quality of wool in
the designated United States markets for the
preceding 36-month period

(5) MARKET1F'.C LOAN PROVISIONS—If the
Secretary determines that the prevailing
world market price for wool (adjusted to
United States quality and location) is below
the loan level determined under paragraphs
(1) through (4), to make United States wool
competitive, the Secretary shall permit a
producer to repay a loan made for any mar-
keting year at the lesser of—

(A) the loan level determined for the mar-
keting year: or

(B) the higher of—
(i) the loan level determined for the mar-

keting year multiplied by 70 percent: or
(ii) the prevailing world market price for

wool (adjusted to United States quality and
location), as determined by the Secretary.

(6) PREVAIUNG WORLD MARKFr PRiCE.—
(A) IN CENERAL,—The Secretary shall pre-

scribe by regulation—
(i) a formula to define the prevailing

world market price for wool (adjusted to
United States quality and location): and

"(ii) a mechanism by which the Secretary
shall announce periodically the prevailing
world market price for wool (adjusted to
United States quality and location).

(B) USE—The prevailing world market
price for wool (adjusted to United States
quality and location) established under this
paragraph shall be used to carry Out para-
graph (5).
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(C) ADJUSTMENT OF PREVAILINC VOR.LD

MARKET PRICE.—
(i) IN CENERAL.—The prevailing world

market price for wool (adjusted to United
States quality and location) established
under this paragraph shall be further ad-
justed if the adjusted prevailing world mar-
ket price is less than 115 percent of the cur-
rent marketing year loan level for the base
quality of wool, as determined by the Sec-
retary.

"(ii) FURTHER ADJUSTMENT—The adjusted
prevailing world market price shall be fur-
ther adjusted on the basis of some or all of
the following data, as available:

(I) The United States share of world ex-
ports.

• (II) The current level of wool export sales
and wool export shipments.

(III) Other data determined by the Sec-
retary to be relevant in establishing an accu-
rate prevailing world market price for wool
(adjusted to United States quality and loca-
tion).

(D) MARKET PRICE QUOTATION—The Sec.
retary may establish a system to monitor
and make available on a weekly basis infor-
mation with respect to the most recent aver-
age domestic and world market prices for
wool.

(7) PARTICIPATION—The Secretary may
make loans available under this subsection
to producers. cooperatives, or marketing
pools.

(b) LOAr' DEFICIENCY PAYMENTS.—
(I) IN GENERAL—The Secretary shall, for

each of the 1996 through 1999 marketing
years of wool, make payments available to
producers who, although eligible to obtain a
loan under subsection (a). agree to forgo ob-
taining the loan in return for payments
under this subsection.

(2) COMPUTATION—A payment under this
subsection shall be computed by multiply-
ing—

(A) the loan payment rate: by
(B) the quantity of wool the producer is

eligible to place under loan but for which the
producer forgoes obtaining the loan in return
for payments under this subsection.

(3) LOAN PAYMENT RATh.—For purposes of
this subsection, the loan payment rate shall
be the amount by which—

(A) the loan level determined for the mar-
keting year under subsection (a): exceeds

(B) the level at which a loan may be re-
paid under subsection (a).

(c) DEFICIENCY PAYMENTS.—
'(i) IN GENERAL.—The Secretary shall

make available to producers deficiency pay-
ments for each of the 1996 through 1999 mar-
keting years of wool in an amount computed
by multiplying—

(A) the payment rate; by
(B) the payment quantity of wool for the

marketing year.
• (2) PAYMENT RATE.—
(A) IN GENERAL—The payment rate for

wool shall be the amount by which the estab-
lished price for the marketing year of wool
exceeds the higher of—

(i) the national average market price re-
ceived by producers during the marketing
year. as determined by the Secretary: or

(ii) the loan level determined for the mar-
keting year.

(B) MINrIMUM ESTABLISI-iED PRICE—The es-
tablished price for wool shall not be less
than $2.12 per pound on a grease wool basis
for each of the 1996 through 1999 marketing
years.

'.(3) PAYMENT QUANTITY—Payment quan-
tity of wool for a marketing year shall be
the number of pounds of wool produced dur-
ing the marketing year.

(d) EQUITABLERELIEF.—
'(I) LOANS AND PAYMENTS.—If the failure of

a producer to comply fully with the terms
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and conditions of the program conducted
under this sectiOn precludes the making of
loans and payments. the Secretary may, nev-
ertheless, make the loans and payments in
such amounts as the Secretary determines
are equitable in relation to the seriousness
of the failure. The Secretary may consider
whether the producer made a good faith ef-
fort to comply fully with the terms and con-
ditions of the program in determining
whether equitable relief is warranted under
this paragraph.

(2) DEADLINES AND PROCRAM REQUIRE-
MENTS.—The Secretary may authorize the
county and State committees established
under section 8(b) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(b)) to waive or modify deadlines and
other program requirements in cases in
which lateness or failure to meet such other
requirements does not affect adversely the
operation of the program.

(e) REGUL.ATIONS.—The Secretary may
issue such regulations as the Secretary de-
termines necessary to carry Out this section.

(f) COMMODITY CREDIT CORPORATION—The
Secretary shall carry Out the program au-
thorized by this section through the Com-
modity Credit Corporation.

(g) ASSIGNMENT OF PAYMENTS—The provi-
sions of section 8(g) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(g)) (relating to assignment of payments)
shall apply to payments under this section.

(h) SHARING OF PA'4ENT5.—The Sec.
retary shall provide for the sharing of pay-
ments made under this section for any farm
among the producers on the farm on a fair
and equitable basis.

(i) TENANTS AND SHARECROPPERS—The
Secretary shall provide adequate safeguards
to protect the interests of tenants and share-
croppers.

• (j) CROSS-COMPUANCE.—
"(I) IN GENERAL—Compliance on a farm

with the terms and conditions of any other
commodity program, or compliance with
marketing year acreage base requirements
for any other commodity. may not be re-
quired as a condition of eligibility for loans
or payments under this section.

(2) COMPLIANCE ON OTHER FARMS—The
Secretary may not require producers on a
farm, as a condition of eligibility for loans or
payments under this section for the farm, to
comply with the terms and conditions of the
wool program with respect to any other farm
operated by the producers.

'•(k) LIMITATION ON OUTLAYS.—
(I) IN GENERAL—The total amount of pay-

ments that may be made available to all pro-
ducers under this section may not exceed—

(A) $75000000. during any single market-
ing year: or

(B) $200000000 in the aggregate for mar-
keting years 1996 through 1999.

'(2) PRORATION OF BENEFITS—To the ex-
tent that the total amount of benefits for
which producers are eligible under this sec-
tion exceeds the limitations in paragraph (I).
funds made available under this section shall
be prorated among all eligible producers.

'(3) PERSON LIMITATION.—
(A) LOANS--No person may realize gains

or receive payments under subsection (a) or
(b) that exceed $75000 during any marketing
year.

(B) DEFICIENCY PAYMENTS—No person
may receive payments under subsection (c)
that exceed $50000 during any marketing
year.

(1) MARKETING YEARS—Notwithstanding
any other provision of law, this section shall
be effective only for the 1996 through 1999
marketing years for wool.'.
SEC. 2108. SUSPENSION OF PERMANENT PRICE

SUPPORT AUTHORITY.
(a) WHEAT.—
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(I) NONAPPLICABIUTY OF CERTIFICATE RE-

QUIREMENTS—Sections 379d through 379j of
the Agricultural Adjustment Act of 1938 (7
U.S.C. 1379d-1379j) shall not be applicable to
wheat processors or exporters during the pe-
riod June I. 1995. through May 31, 2003.

(2) SUSPENSION OF LAND USE. WHEAT MAR-
KETINC ALLOCATION. AND PRODUCER CERTIFI-
CA.TE PROVISIONS—Sections 331 through 339.
379b, and 379c of the Agricultural Adjust-
ment Act of 1938 (7 U.S.C. 1331 through 1339.
1379b. and 1379c) shall not be applicable to
the 1996 through 2002 crops of wheat,

(3) SUSPENSION OF CERTAIN QUOTA PROVI-
SIONS.—The joint resolution entitled A
joint resolution relating to corn and wheat
marketing quotas under the Agricultural Ad-
justment Act of 1938. as amended', approved
May 26, 1941 (7 U.S.C. 1330 and 1340), shall not
be applicable to the crops of wheat planted
for har-vest in the calendar years 1996
through 2002.

(4) NONAPPLICABILITY OF SECTION 107 OF THE
ACRICULTURAL ACT OF 1949.—Section 107 of the
Agricultural Act of 1949 (7 U.S.C. 1445a) shall
not be applicable to the 1996 through 2002
crops of wheat.

(b) FEED GRAINS.—
(I) NONAPPLICABILITY OF SECTION 105 OF THE

ACRICULTURAL ACT OF 1949.—Section lOS of the
Agricultural Act of 1949 (7 U.S.C. 1444b) shall
not be applicable to the 1996 through 2002
crops of feed grains.

(2) RECOURSE LOAN PROCRAM FOR SILAGE.—
Section 403 of the Food Security Act of 1985
(7 U.S.C. 1444e-l) is amended by striking

1996 and inserting 2002".
(c) OILSEEDS.—Section 201 (a) of the Agri-

cultural Act of 1949 (7 U.S.C. 1446(a)) is
amended by striking 'oilseeds' and all that
follows through determine)..

(d) UPLAND COTI0N.—
(I) SUSPENSION OF BASE ACREACE ALLOT-

MENTS. MARKETINC QUOTAS. AND RELATED PRO-
VISIONS—Sections 342. 343. 344, 345. 346, and
377 of the Agricultural Adjustment Act of
1938 (7 U.S.C. 1342—1346 and 1377) shall not be
applicable to any of the 1996 through 2002
crops of upland cotton.

(2) MISCELLANEOUS COTTON PROVISIONS.—
Section 103(a) of the Agricultural Act of 1949
(7 U.S.C. 1444(a)) shall not be applicable to
the 1996 through 2002 crops.

(e) PEANUTS.—
(I) SUSPENSION OF MARKETINC QUOTAS AND

ACREAGE ALLOTMENTS—The following provi-
sions of the Agricultural Adjustment Act of
1938 shall not be applicable to the 1996
through 2002 crops of peanuts:

(A) Subsections (a) through (j) of section
358 (7 U.S.C. 1358).

(B) Subsections (a) through (h) of section
358a (7 U.S.C. 1358a).

(C) Subsections (a). (b). (d). and (e) of sec-
tion358d (7 U.S.C. 1359).

(D) Part I of subtitle C of title III (7 U.S.C.
1361 et seq.).

(E) Section 371 (7 U.S.C. 1371).
(2) REPORTS AND RECORDS—Effective only

for the 1996 through 2002 crops of peanuts,
the first sentence of section 373(a) of the Ag-
ricultural Adjustment Act of 1938 (7 U.S.C.
1373(a)) is amended by inserting before 'all
brokers and dealers in peanuts" the follow-
ing: all producers engaged in the production
of peanuts..

(3) SUSPENSION OF CERTAIN PRICE SUPPORT
PROVISIONS—Section 101 of the Agricultural
Act of 1949 (7 U.S.C. 1441) shall not be appli-
cable to the 1996 through 2002 crops of pea-
nuts.
SEC. 2109. EXTENSION OF RELATED PRICE SUP-

PORT PROVISIONS.

(a) DEFICIENCY AND LAND DIVERSION PAY-
MENTS—Section 114 of the Agricultural Act
of 1949 (7 U.S.C. 1445j) is amended—
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(1) in subsections (a)(1) and (c). by striking

1997' each place it appears and inserting
2002 '; and
(2) in subsection (b). by striking 1995 and

inserting 2002'';
(b) ADJUSTMENT OF ESTABLISHED PRICES.—

Section 402(b) of the Agricultural Act of 1949
(7 U.S.C. 1422(b)) is amended by striking

1995' and inserting "2002".
(c) ADJUSTMENT OF SUPPORT PRICES—Sec-

tion 403(c) of the Agricultural Act of 1949 (7
U.S.C. 1423(c)) is amended by striking '1995
and inserting "2002".

(d) APPLICATION OF TERMS IN ThE AGRICUL-
TURAL ACT OF 1949—Section 408(k)(3) of the
Agricultural Act of 1949 (7 U.S.C. 1428(k)(3))
is amended by striking "1995 and inserting
2002.
(e) ACREAGE BASE AND YIELD SYSTEM.—

Title V of the Agricultural Act of 1949 (7

U.S.C. 1461 et seq.) is amended—
(1) in subsections (c) (3) and (h) (2) (A) of sec-

tion 503 (7 U.S.C. 1463), by striking ''1997'
each place it appears and inserting 2002'•

(2) in paragraphs (1) and (2) of section
505(b) (7 U.S.C. 1465(b)), by striking '1997
each place it appears and inserting '2002':
and

(3) in section 509 (7 U.S.C. 1469). by striking
1997 and inserting 2002.
(0 PAYMENT LIMITATIONS—Section 1001 of

the Food Security Act of 1985 (7 U.S.C. 1308)
is amended by striking 1997 each place it
appears and inserting '2002".

(g) NORMALLY PLJTED ACREAGE—Section
1001 of the Food and Agriculture Act of 1977
(7 U.S.C. 1309) is amended by striking '1995'
each place it appears in subsections (a).
(b)(1). and (c) and inserting 2002'.

(h) OPTIONS PILOT PROGRAM—The Options
Pilot Program Act of 1990 (subtitle E of title
XI of Public Law 101—624; 104 Stat. 3518; 7

U.S.C. 1421 note) is amended—
(1) in subsections (a) and (b) of section 153.

by striking 1995 each place it appears and
inserting 2002: and

(2) in section 1154(b)(1)(A), by striking
1995" each place it appears and inserting
2002".
(i) FOOD SECURITY WEEAT RESERVE—Sec-

tion 302(i) of the Food Security Wheat Re-
serve Act of 1980 (7 U.S.C. l736f—I(i) is
amended by striking "1995" each place i ap-
pears and inserting 2002.
SEC. 2110. EFFECTIVE DATE.

(a) IN GENERAL—Except as otherwise spe-
cifically provided in this subtitle, this sub-
title and the amendments made by this sub-
title shall apply beginning with the 1996 crop
of an agricultural commodity.

(b) PRIOR CROPS—Except as otherwise spe-
cifically provided and notwithstanding any
other provision of law, this subtitle and the
amendments made by this subtitle shall not
affect the authority of the Secretary of Agri-
culture to carry Out a price support, produc-
tion adjustment, or payment program for—

(1) any of the 1991 through 1995 crops of an
agricultural commodity established under a
provision of law as in effect immediately be-
fore the enactment of this Act: or

(2) the 1996 crop of an agricultural com-
modity established under section 406(b) of
the Agricultural Act of 1949 (7 U.S.C. 1426(b)).

Subtitle B—Conservation
SEC. 2201. ENVIRONMENTAL QUALITY NCEN-

TIVES PROGRAM.
Chapter 2 of subtitle D of title XII of the

Food Security Act of 1985 (16 U.S.C. 3838 et
seq.) is amended to read as follows:
"CHAPTER 2—ENVIRONMENTAL QUALITY

INCENTIVES PROGRAM
"SEC. 1238. DEFINITIONS.

In this chapter:
"(1) LAND MANAGEMENT PRACTICE—The

term land management practice means nu-

trient or manure management. integrated
pest management, irrigation management,
tillage or residue management, grazing rnan
agement, or another land management pra-
tice the Secretary determines is needed to
protect soil, water, or related resources in
the most cost efficient manner.

(2) LARGE COrJF1NED LIVESTOCK OPER-
ATION—The term large confined livestock
operation' means a farm or ranch that—

(A) is a confined animal feeding oper-
ation: and

(B) has more than—
(i) 700 mature dairy cattle;
(ii) 1,000 beef cattle;
'(iii) 100,000 laying hens or broilers:
(iv) 55.000 turkeys:
(v) 2,500 swine; or
(vi) 10,000 sheep or lambs.
(3) LIVESTOCK—The term 'livestock'

means mature dairy cows, beef cattle, laying
hens, broilers, turkeys. swine, sheep. or
lambs.

(4) OPERATOR—The term 'operator'
means a person who is engaged in crop or
livestock production (as defined by the Sec-
retary).

(5) STRUCTURAL PRACTICE—The term
'structural practice' means the establish-
ment of an animal waste management facil-
ity. terrace, grassed waterway. contour grass
strip. filterstrip, permanent wildlife habitat.
or another structural practice that the Sec-
retary determines is needed to protect soil,
water, or related resources in the most cost
effective manner.
"SEC. 1238A ESTABLISHMENT AND ADMINISTRA.

TION OF ENVIRONMENTAL QUALITY
INCENTIVES PROGRAM.

(a) ESTABLISHMENT.—
(1) IN GENERAL—During the 1996 through

2006 fiscal years, the Secretary shall enter
into contracts with operators to provide
technical assistance, cost-sharing payments.
and incentive payments to operators, who
enter into contracts with the Secretary,
through an environmental quality incentives
program in accordance with this chapter.

(2) CONSOLIDATION OF EXISTING PRO-
GRAMS—In establishing the environmental
quality incentives program authorized under
this chapter. the Secretary shall combine
into a single program the functions of—

(A) the agricultural conservation pro-
gram authorized by sections 7 and 8 of the
Soil Conservation and Domestic Allotment
Act (16 U.S.C. 590g and 590h) (as in effect be-
fore the amendments made by section
201(b)(l) of the Agricultural Reconciliation
Act of 1995);

(B) the Great Plains conservation pro-
gram established under section 16(b) of the
Soil Conservation and Domestic Allotment
Act (16 U.S.C. 590p(b)) (as in effect before the
amendment made by section 201(b) (2) of the
Agricultural Reconciliation Act of 1995):

(C) the water quality incentives program
established under this chapter (as in effect
before amendment made by section 201 (a) of
the Agricultural Reconciliation Act of 1995):
and

(D) the Colorado River Basin salinity con-
trol program established under section 202(c)
of the Colorado River Basin Salinity Control
Act (43 U.S.C. 1592(c)) (as in effect before the
amendment made by section 201(b) (3) of the
Agricultural Reconciliation Act of 1995).

(b) APPLICATION AND TERM.—
(1) IN GENERAL—A contract between an

operator and the Secretary under this chap-
ter may—

(A) apply to I or more structural prac-
tices or I or more land management prac-
tices, or both: and

(B) have a term of not less than 5, nor
more than 10, years. as determined appro-
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priate by the Secretary. depending on the
practice or practices that are the basis of the
contract.

(2) CONTRACT EFFECTIVE DATE—A con-
tract between an operator and the Secretary
under this chapter shall become effective on
October 1st following the date the contract
is fully entered into.

(c) COST-SHAJJNG AN]) INCENTIVE PAY-
MENTS . —

(1) COST-SI-tARING PAYMENTS.—
(A) IN GENERAL—The Federal share of

cost-sharing payments to an operator pro-
posing to implement I or more structural
practices shall not be more than 75 percent
of the projected cost of the practice, as de-
termined by the Secretary, taking into con-
sideration any payment received by the oper-
ator from a State or local government.

(B) LIMITATION—An operator of a large
confined livestock operation shall not be eli-
gible for cost-sharing payments to construct
an animal waste management facility.

(C) OThER PAYMENTS—An operator shall
not be eligible for cost-sharing payments for
structural practices on eligible land under
this chapter if the operator receives cost-
sharing payments or other benefits for the
same land under chapter 1 or 3.

(2) INCENTIVE PAYMENTS—The Secretary
shall make incentive payments in an amount
and at a rate determined by the Secretary to
be necessary to encourage an operator to
perform I or more land management prac-
tices.

(d) TECHNICAL ASSISTANCE.—
(1) FUNDING—The Secretary shall allo-

cate funding under this chapter for the pro-
vision of technical assistance according to
the purpose and projected cost for which the
technical assistance is provided in a fiscal
year. The allocated amount may vary ac-
cording to the type of expertise required
quantity of time involved, and other factors
as determined appropriate by the Secretary.
Funding shall not exceed the projected cost
to the Secretary of the technical assistance
provided in a fiscal year.

(2) OTHER AUTHORITIES—The receipt of
technical assistance under this chapter shall
not affect the eligibility of the operator to
receive technical assistance under other au-
thorities of law available to the Secretary.

(e) FUNDING—The Secretary shall use to
carry Out this chapter not less than—

(1) $200,000,000 for fiscal year 1997; and
(2) $250,000,000 for each of fiscal years 1998

through 2002.
(f) COMMODITY CREDIT CORPORATION—The

Secretary may use the funds. facilities, and
authorities of the Commodity Credit Cor-
poration to carry out this subchapter.
"SEC. 1238B. CONSERVATION PRIORITY AREAS.

(a) IN GENERAL—The Secretary shall des-
ignate watersheds or regions of special envi-
ronmental sensitivity, including the Chesa-
peake Bay region (located in Pennsylvania,
Maryland. and Virginia), the Great Lakes re-
gion, the Long Island Sound region. prairie
pothole region (located in North Dakota,
South Dakota, and Minnesota), Rainwater
Basin (located in Nebraska), and other areas
the Secretary considers appropriate, as con-
servation priority areas that are eligible for
enhanced assistance through the programs
established under this chapter and chapter 1.

(b) APPLICABILITY—A designation shall
be made under this section if an application
is made by a State agency and agricultural
practices within the watershed or region
pose a significant threat to soil. water. and
related natural resources. as determined by
the Secretary.
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"SEC. I238C. EVALUATION OF OFFERS AND PAY-

MENTS.
(a) REGIONAL PRJORJTIES.—The Secretary

shall provide technical assistance, cost-shar-
ing payments. and incentive payments to op-
erators in a region, watershed, or conserva-
tion priority area under this chapter based
on the significance of soil, water, and related
natural resources problems in the region.
watershed, or area, and the structural prac-
tices or land management practices that best
address the problems. as determined by the
Secretary.

(b) MAXIMIZATION OF ENVIRONMENTAl. BEN-
EFITS.—

(1) IN GENERAL—In providing technical
assistance, cost-sharing payments, and in-
centive payments to operators in regions.
watersheds, or conservation priority areas
under this chapter. the Secretary shall ac-
cord a higher priority to assistance and pay-
ments that maximize environmental benefits
per dollar expended.

(2) STATE OR LOCAL CONTRIBUTIONS—The
Secretary shall accord a higher priority to
operators whose agricultural operations are
located within watersheds, regions. or con-
servation priority areas in which State or
local governments have provided, or will pro-
vide, financial or technical assistance to the
operators for the same conservation or envi-
ronmental purposes.
'SEC. 1238D. ENVIRONMENTAL QUALITY INCEN-

TIVES PROGRAM PLAN.
-. (a) IN GENER8L..Prior to approving cost-

share or incentive payments authorized
under this chapter. the Secretary shall re-
quire the preparation and evaluation of an
environmental quality incentives program
plan described in subsection (b). unless the
Secretary determines that such a plan is not
necessary to evaluate the application for the
payments.

(b) TERMS—An environmental quality in-
centives program plan shall include (as de-
termined by the Secretary) a description of
relevant—

'(I) farming or ranching practices on the
farm:

• (2) characteristics of natural resources on
the farm;

(3) specific conservation and environ-
mental objectives to be achieved including
those that will assist the operator in com-
plying with Federal and State environmental
laws;

• '(4) dates for, and sequences of. events for
implementing the practices for which pay-
ments will be received under this chapter;
and

(5) irifoi-mation that will enable evalua-
tion of the effectiveness of the plan in
achieving the conservation and environ-
mental objectives, and that will enable eval-
uation of the degree to which the plan has
been implemented.
SEC 1238E. LIMITATION ON PAYMENTS.

(a) PA IENTS.—The total amount of cost-
share and incentive payments paid to a per-
son under this chapter may not exceed—

(1) $10,000 for any fiscal year; or
(2) $50.000 for any multiyear contract.

-. (b) REGULATIONS.—The Secretary shall
issue regulations that are consistent with
section 1001 for the purpose of—

(1) defining the term person as used in
subsection (a): and

(2) prescribing such rules as the Secretary
determines necessary to ensure a fair and
reasonable application of the limitations
contained in subsection (a).'.

Subtitle C—Agricultural Promotion and
Export Programs

SEC. 2301. EXPORT ENHANCEMENT PROGRAM.
Effective October 1. 1995. section 301(e)(l) of

the Agricultural Trade Act of 1978 (7 U.S.C.
5651(e) (1)) is amended to read as follows:
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(1) IN GENERAL—The Commodity Credit

Corporation shall make available to carry
Out the program established under this sec-
tion not more than $800,000,000 for fiscal year
1996..

Subtitle D—Nutrition Assistance
CHAPTER 1—FOOD STAMP PROGRAM

SEC. 2401. TREATMENT OF CHILDREN LIVING AT
HOME.

The second sentence of section 3(i) of the
Food Stamp Act of 1977 (7 U.S.C. 2012(i)) is
amended by striking . (who are not them-
selves parents living with their children or
married and living with their spouses)'.
SEC. 2402. OPTIONAL ADDITIONAL CRITERIA FOR

SEPARATE HOUSEHOLD DETER-
MINATIONS.

Section 3(i) of the Food Stamp Act of 1977
(7 U.S.C. 2012(i)) is amended by inserting
after the third sentence the following: 'Not-
withstanding the preceding sentences, a
State may establish criteria that prescribe
when individuals who live together. and who
would be allowed to participate as separate
households under the preceding sentences.
shall be considered a single household, with-
out regard to the common purchase of food
and preparation of meals.'.

(2) Current Government-to-Government
and direct grower-to-grower discussions with
Canada have failed to result in changes in
Canadian trade practices.

(b) SENSE OF CONGRESS—It is the sense of
the Congress that the Secretary of Agri-
culture and the United States Trade Rep-
resentative should intensify efforts to re-
solve the Canadian potato trade concerns
arid begin to consider formal action under
the dispute resolution procedures of the
North American Free Trade Agreement or
the General Agreement on Tariffs and Trade.

TITLE Ill—COMMERCE
SEC. 3101. SPECTRUM AUCTIONS.

(a) EXTENSION AND EXPANSION OF AUCTION
AUThORrrY.—

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

(A) by striking paragraphs (1) and (2) and
inserting in lieu thereof the following:

(1) GENERAL AUTHORJTY.—Jf, consistent
with the obligations described in paragraph
(6) (E). mutually exclusive applications are
accepted for any initial license or construc-
tion permit which will involve an exclusive
use of the electromagnetic spectrum. then
the Commission shall grant such license or
permit to a qualified applicant through a
system of competitive bidding that meets
the requirements of this subsection.

(2) EXEMPTIONS—The competitive bidding
authority granted by this subsection shall
not apply to licenses or construction permits
issued by the Commission—

(A) that, as the result of the Commission
carrying out the obligations described in
paragraph (6)(E), are not mutually exclusive:

(B) for public safety radio services, in-
cluding non-Government uses that protect
the safety of life, health, and property and
that are not made commercially available to
the public: or

(C) for initial licenses or construction
permits for new terrestrial digital television
services assigned by the Commission to ex-
isting terrestrial broadcast licensees to re-
place their current television licenses.'; and

(B) by striking 1998 in paragraph (11) and
inserting• 2002'.

(2) CONFORMING AMENDMENT.—Subsection
(i) of section 309 of such Act is repealed.

(3) EFFECTIVE DATE—The amendment
made by paragraph (l)(A) shall not apply
with respect to any license or permit for
which the Federal Communications Commis-
sion has accepted mutually exclusive appli-
cations on or before the date of enactment of
this Act.
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(b) COMM]SSION OBLIGATION TO MAKE ADDI-

TIONAL SPECTRUM AVAILABLE BY AUCTION.—
(1) IN GENERAL—The Federal Communica-

tions Commission shall complete all actions
necessary to permit the assignment. by Sep-
tember 30. 2002. by competitive bidding pur-
suant to section 309(j) of the Communica-
tions Act of 1934 (47 U.S.C. 309(j)) of licenses
for.the use of bands of frequencies that—

(A) individually span not less than 25
megahertz. unless a combination of smaller
bans can, notwithstanding the provisions of
paragraph (7) of such section. reasonably be
expected to produce greater receipts;

(B) in the aggregate span not tess than 100
megahertz;

(C) are located below 3 gigahertz: and
(D) have not, as of the date of enactment of

this Act—
(i) been designated by Commission regula-

tion for assignment pursuant to such sec-
tion: or

(ii) been identified by the Secretary of
Commerce pursuant to section 113 of the Na-
tional Telecommunications and Information
Administration Organization Act.
The Commission shall conduct the competi-
tive bidding for not less than one-half of
such aggregate spectrum by September 30.
2001.

(2) CRITERIA FOR REASSIGNMENT—In mak-
ing available bands of frequencies for com-
petitive bidding pursuant to paragraph (1).
the Commission shall—

(A) seek to promote the most efficient use
of the spectrum:

(B) take into account the cost to incum-
bent licensees of relocating existing uses to
other bands of frequencies or other means of
communication;

(C) take into account the needs of public
safety radio services: and

(D) comply with the requirements of inter-
national agreements concerning spectrum
allocations.

(3) NOTIFICATION TO JTIA.—The Commission
shall notify the Secretary of Commerce if—

(A) the Commission is not able to provide
for the effective relocation of incumbent li-
censees to bands of frequencies that are
available to the Commission for assignment;
and

(B) the Commission has identified bands of
frequencies that are—

(i) suitable for the relocation of such li-
censees; and

(ii) allocated for Federal Government use.
but that could be reallocated pursuant to
part B of the National Telecommunications
and Information Administration Organiza-
tion Act (as amended by this Act).

(c) IDENTIFICATION AND REALLOCATION OF
FREQUENCIES—The National Telecomm uni-
cations and Information Administration Or-
ganization Act (47 U.S.C. 901 et seq.) is
amended—

(1) in section 113. by adding at the end the
following new subsection:

'(f) ADDITIONAL REALLOCATION REPORT—If
the Secretary receives a notice from the
Commission pursuant to section 3001(b)(3) of
the Seven-Year Balanced Budget Reconcili-
ation Act of 1995. the Secretary shall prepare
and submit to the President and the Con-
gress a report recommending for reallocation
for use other than by Federal Government
stations under section 305 of the 1934 Act (47
U.S.C. 305). bands of frequencies that are
suitable for the uses identified in the Com-
missions notice.';

(2) in section 114(a)(l). by striking (a) or
(d)(I)' and inserting '(a), (d)(1). or (f)'.

(d) COMPLETION OF C-BLOCK PCS AUCTION.—
The Federal Communications Commission
shall commence the Broadband Personal
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Communications Services C-Block auction
described in the Comm ission's Sixth Report
and Order in DP Docket 93—253 (FCC 93—510,
released July 18, 1995) not later than Decem-
ber 4. 1995. The Commission's competitive
bidding rules governing such auction, as set
forth in such Sixth Report and Order, are
hereby ratified and adopted as a matter of
Federal law.

(e) MODIFICATION OF AUCTION POLICY TO
PRESERVE AUCTION VALUE OF SPECTRUM.—
The voluntary negotiation period for relocat-
ing fixed microwave licensees to frequency
bands other than those allocated for licensed
emerging technology services (including li-
censed personal communications services),
established by the Commissions Third Re-
port and Order in ET Docket No. 92-9. shall
expire one year after the date of acceptance
by the Commission of applications for such
licensed emerging technology services. The
mandatory negotiation period for relocating
fixed microwave licensees to frequency bands
other than those allocated for licensed
emerging technology services (including li-
censed personal communications services),
established in such Third Report and Order,
shall expire two years after the date of ac-
ceptance by the Commission of applications
for such licensed emerging technology serv-
ices.

(f) IDENTIFICATION ANt) REALLOCATION OF
AUCTIONABLE FREQUENCIES—The National
Telecommunications and Information Ad-
ministration Organization Act (47 U.S.C. 901
et seq.) is amended—

(1) in section 113(b)—
(A) by striking the heading of paragraph

(1) and inserting 'INITIAL REALLOCATION RE-
PORT":

(B) by inserting 'in the first report re-
quired by subsection (a)" after recommend
for reallocation" in paragraph (1);

(C) by inserting "or (3)" after 'paragraph
(1)" each place it appears in paragraph (2):
and

(D) by inserting after paragraph (2) the fol-
lowing new paragraph:

(3) SECOND REALLOCATION REPORT—In ac-
cordance with the provisions of this section,
the Secretary shall recommend for
reallocation in the second report required by
subsection (a). for use other than by Federal
Government stations under section 305 of the
1934 Act (47 U.S.C. 305). a single frequency
band that spans not less than an additional
20 megahertz. that is located below 3
gigahertz. and that meets the criteria speci-
fied in paragraphs (1) through (5) of sub-
section (a).'; and

(2) in section 115—
(A) in subsection (b), by striking the re-

port required by section 113(a)' and inserting
the initial reallocation report required by

section 113(a)': and
(B) by adding at the end the following new

subsection:
(c) ALLOCATION AND ASSIGNMENT OF FRE-

QUENCIES IDENTIFIED IN THE SECOND
REALLOCATION REPORT—With respect to the
frequencies made available for reallocation
pursuant to section 113(b)(3), the Commission
shall, not later than 1 year after receipt of
the second reallocation report required by
such section, prepare, submit to the Presi-
dent and the Congress. and implement. a
plan for the allocation and assignment under
the 1934 Act of such frequencies. Such plan
shall propose the immediate allocation and
assignment of all such frequencies in accord-
ance with section 309(j).".
SEC. 3102. FEDERAL COMMUNICATIONS COMMIS-

SION FEE COLLECTIONS
(a) APPLICATION FEES.—

(1) ADJUSTMENT OF APPLICATION FEE SCHED-
ULE.—Section 8(b) of the Communications
Act of 1934 (47 U.S.C. 158(b)) is amended to
read as follows:

"(b)(l) For fiscal year 1996 and each fiscal
year thereafter, the Commission shall, by
regulation, modify the application fees by
proportionate increases or decreases so as to
result in estimated total collections for the
fiscal year equal to—

(A) $40,000,000: plus
"(B) an additional amount, specified in an

appropriation Act for the Commission for
that fiscal year to be collected and credited
to such appropriation, not to exceed the
amount by which the necessary expenses for
the costs described in paragraph (5) exceeds
$40. 000 .000.

(2) In making adjustments pursuant to
this paragraph the Commission may round
such fees to the nearest $5.00 in the case of
fees under $100, or to the nearest $20 in the
case of fees of $100 or more. The Commission
shall transmit to the Congress notification
of any adjustment made pursuant to this
paragraph immediately upon the adoption of
such adjustment.

"(3) The Commission is authorized to con-
tinue to collect fees at the prior years rate
until the effective date of fee adjustments or
amendments made pursuant to paragraphs
(1) and (4).

'(4) The Commission shall, by regulation.
add, delete, or reclassify services. categories,
applications, or other filings subject to ap-
plication fees to reflect additions, deletions,
or changes in the nature of its services or au-
thorization of service processes as a con-
sequence of Commission rulemaking pro-
ceedings or changes in law.

(5) Any modified fees established under
paragraph (4) shall be derived by determin-
ing the full-time equivalent number of em-
ployees performing application activities,
adjusted to take into account other expenses
that are reasonably related to the cost of
processing the application or filing. includ-
ing all executive and legal costs incurred by
the Commission in the discharge of these
functions, and other factors that the Com-
mission determines are necessary in the pub-
lic interest. The Commission shall—

(A) transmit to the Congress notification
of any proposed modification made pursuant
to this paragraph immediately upon adop-
tion of such proposal: and

(B) transmit to the Congress notification
of any modification made pursuant to this
paragraph immediately upon adoption of
such modification,

'(6) Increases or decreases in application
fees made pursuant to this subsection shall
not be subject tojudicial review.".

(2) TREATMENT OF ADDITIONAL COLLEC-
TIONS.—Section 8(e) of such Act is amended
to read as follows:

(e) Of the moneys received from fees au-
thorized under this section-.—

(1) $40,000,000 shall be deposited in the
general fund of the Treasury to reimburse
the United States for amounts appropriated
for use by the Commission in carrying out
its functions under this Act; and

(2) the remainder shall be deposited as an
offsetting collection in, and credited to. the
account providing appropriations to carry
out the functions of the Commission.'.

(3) SCHEDULE OF APPLICATION FEES FOR
PCS.—The schedule of application fees in
section 8(g) of such Act is amended by add-
ing. at the end of the portion under the head-
ing 'COMMON CARRIER SERVICES", the follow-
ing new item:
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"23. Personal communications

'services
"a. Initial or new application ... 230
'b. Amendment to pending ap-
plication ................................ 35

'c. Application for assignment
or transfer of control ..,,,..,..... 230

"d. Application for renewal of
license ...........,,,.,,,,,,,,,,,,,,,,,,,,, 35

"e. Request for special tem-
porary authority .................... 200

'f. Notification of completion
of construction 35

"g. Request to combine service
areas 50".

(4) VpJ'4ny CALL SICNS.—
(A) LIFETIME LICENSE FEES.—
(i) AMENDMENT—The schedule of applica-

tion fees in section 8(g) of such Act is further
amended by adding, at the end of the portion
under the heading "PRIVATE RADIO SERV-
ICES", the following new item:

"11. Amateur vanity call signs . 150.00",
(ii) TREATMENT OF RECEIPTS—Moneys re-

ceived from fees established under the
amendment made by this subsection shall be
deposited as an offsetting collection in, and
credited to, the account providing appropria-
tions to carry Out the functions of the Com-
mission.

(B) TERMINATION OF ANNUAL RECULATORY
FEES.—The schedule of regulatory fees in
section 9(g) of such Act (47 U.S.C. 159(g)) is
amended by striking the following item from
the fees applicable to the Private Radio Bu-
reau:

"Amateur vanity call-signs 7".
(b) RECULATORY FEES.
(1) EXECTrXVE AND LECAL COSTS—Section

9(a)(1) of the Communications Act of 1934 (47
U.S.C. 159(a)(1)) is amended by inserting be-
fore the period at the end the following:
and all executive and legal costs incurred by
the Commission in the discharge of these
functions'.

(2) ESTABLISHMENT ANt) ADJUSTMENT—Sec-
tion 9(b) of such Act is amended—

(A) in paragraph (4)(B). by striking "90
days" and inserting '45 days": and

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

"(5) EFFECTIVE DATE OF ADJUSTMENTS—The
Commission is authorized to continue to col-
lect fees at the prior year's rate until the ef-
fective date of fee adjustments or amend-
ments made pursuant to paragraph (2) or
(3).'

(3) REGULATORY FEES FOR SATELUTE TV OP-
ERATIONS—The schedule of regulatory fees
in section 9(g) of such Act is amended, in the
fees applicable to the Mass Media Bureau. by
inserting after each of the items pertaining
to construction permits in the fees applica-
ble to VHF commercial and UHF commercial
TV the following new item:

"Terrestrial television satellite
operations ..............................,,, 500".
(4) GOvI1EWrAL ENTITIES USE FOR COM-

MON CARRIER PURPOSES—Section 9(h) of such
Act is amended by adding at the end the fol-
lowing new sentence: "The exceptions pro-
vided by this subsection for governmental
entities shall not be applicable to any serv-
ices that are provided on a commercial basis
in competition with another carrier.'.

(5) INFORMATION REQUIRED IN CONNECTION
WITH ADJUSThENT OF REGULATORY FEES.—
Title I of such Act is amended—'

(A) in section 9, by striking subsection (i);
and

(B) by inserting after section 9 the follow-
ing new section:
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SEC. 10. ACCOUNTINC SYSTEM AND ADJUST-

MENT INFORMATION.
(a) ACCOUNTINC SYSTEM REQUIRED—The

Commission shall develop accounting sys-
tems for the purposes of making the adjust-
ments authorized by sections 8 and 9. The
Commission shall annually prepare and sub-
mit to the Congress an analysis of such sys-
tems and shall annually afford interested
persons the opportunity to submit comments
concerning the allocation of the costs of per-
forming the functions described in section
8(a)(5) and 9(a)(l) in making such adjust.
ments in the schedules required by sections
8 and 9,

(b) INFORMATION REQUIRED IN CONNEC'flON
wiTh AD.JUSTMNT OF APPLICATION AND REcu-
LATORY FEES.—

'(1) SCHEDULE OF REQUESTED AMOUNTS—No
later than May I of each calendar year. the
Commission shall prepare and transmit to
the Committees of Congress responsible for
the Commissions authorization and appro-
priations a detailed schedule of the amounts
requested by the Presidents budget to be ap-
propriated for the ensuing fiscal year for the
activities described in sections 8(a)(5) and
9(a)(1), allocated by bureaus, divisions, and
offices of the Commission.

(2) EXPLANATORY STATEMENT—If the
Commission anticipates increases in the ap-
plication fees or regulatory fees applicable
to any applicant, licensee, or unit subject to
payment of fees, the Commission shall sub-
mit to the Congress by May 1 of such cal-
endar year a statement explaining the rela
tionship between any such increases and ei
ther (A) increases in the amounts requested
to be appropriated for Commission activities
in connection with such applicants, licens-
ees, or units subject to payment of fees, or
(B) additional activities to be performed
with respect to such applicants, licensees, or
units.

(3) DEFINITION—For purposes of this sub-
section, the term 'amount requested by the
Presidents budget' shall include any adjust-
ments to such requests that are made by
May I of such calendar year. If any such ad-
justment is made after May I, the Commis-
sion shall provide such Committees with up-
dated schedules and statements containing
the information required by this subsection
within tO days after the date of any such ad-
justment:'.
SEC. 3103. AIJCTION OF RECAPTURED ANALOC LI-

CENSES.
(a) LIMITATIONS ON TERMS OF ANALOG TELE-

VISION LICENSES ('REVERSION DATE").—The
Commission shall not renew any analog tele-
vision license for a period that extends be-
yond the earlier of December 31. 2005. or one
year after the date the Commission finds.
based on annual surveys conducted pursuant
to subsection (b), that at least 95 percent of
households in the United States have the ca-
pability to receive and display video signals.
other than video signals transmitted pursu-
ant to an analog television license. After
such date, the Commission shall not issue
any television licenses other than advanced
television licenses,

(b) ANNUAL SURVEY—The Secretary of
Commerce shall, each calendar year from
1998 to 2005. conduct a survey to estimate the
percentage of households in the United
States that have the capability to receive
and display video signals other than signals
transmitted pursuant to an analog television
license.

(c) SPECTRUM REVERSION—The Commis-
sion shall ensure that, as analog television
licenses expire pursuant to subsection (a).
spectrum previously used for the broadcast
of analog television signals is reclaimed and
reallocated in such manner as to maximize
the deployment of new services. Licensees
for new services shall be selected by com-
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petitive bidding. The Commission shall com-
plete the competitive bidding procedure by
May 1,2002.

(d) MINIMUM SERVICE OBLICATION.—
(I) PROVISION OF CAPABILITY TO RECEIVE AD-

VANCED SERVICES—The Commission shall, by
regulation. etablish procedures to ensure
that, within the year prior to the reversion
date defined in subsection (a). the advanced
television licensees shall provide each house.
hold with the capability to receive and dis-
play video signals for advanced television
services if such household requests such ca-
pability.

(2) PROVISION OF NONSUBSCRJPTION SERV-
ICES—Each advanced television service Ii'
censee shall provide, for at least a minimum
of 5 years from the date identified in sub-
section (a), at least one nonsubscription
video service that meets or exceeds mini-
mum technical standards established by the
Commission. In setting such minimum tech-
nical standards, the Commission shall, to the
extent technically feasible, ensure that pic-
ture and audio quality are at least as good as
that provided to recipients within the Grade
B contour of an analog television license.
The Commission shall revoke the license of
any advanced television licensee who fails to
meet this condition of the license.

(e) DEFINITIONS—As used in this section:
(I) The term 'Commission' means the

Federal Communications Commission.
(2) The term ' advanced television serv-

ices" means television services provided
using digital or other advanced technology
to enhance audio quality and video resolu-
tion, as further defined in the Opinion, Re-
port. and Order of the Commission entitled
"Advanced Television Systems and Their
Impact Upon the Existing Television Serv-
ice." MM Docket No. 87-268.

(3) The term "analog television licenses"
means licenses issued pursuant to 47 C.F.R.
73.682 et seq.
SEC. 3104. PATENT AND TRADEMARK FEES.

Section 10101 of the Omnibus Budget Rec-
onciliation Act of 1990 (35 U.S.C. 41 note) is
amended—

(1) in subsection (a) by striking 1998' and
inserting "2002'';

(2) in subsection (b)(2) by striking ''1998"
and inserting "2002" and

(3) in subsection (c)—
(A) by striking •'through 1998" and insert-

ing "through 2002"; and
(B) by adding at the end the following:
'(9) $119,000,000 in fiscal year 1999.

(10) $119,000,000 in fiscal year 2000.
'(11) $119,000,000 in flscal year 2001.
'(12) $119,000,000 in fiscal year 2002.'.

SEC. 3105. REPEAL OF AUTHORIZATION OF TRAN.
SITIONAL APPROPRIATIONS FOR
THE IJNITED STATES POSTAL SERV
ICE.

(a) IN GENERAI...—(l) Section 2004 of title 39.
United States Code, is repealed.

(2)(A) The table of sections for chapter 20
of such title is amended by repealing the
item relating to section 2004.

(B) Section 2003(e) (2) of such title is
amended by striking 'sections 2401 and 2004"
ach place it appears and inserting 'section
2401".

(b) CLARIFICATION THAT LIsILrnE5 FOR-
MERLY PAIL) PURSUANT TO SECTION 2004 RE-
MAIN LIABILmES PAYABLE BY THE POSTAL
SERVICE—Section 2003 of title 39. United
States Code, is amended by adding at the end
the following:

(h) Liabilities of the former Post Office
Department to the Employees' Compensa-
tion Fund (appropriations for which were au-
thorized by former section 2004. as in effect
before the effective date of this subsection)
shall be liabilities of the Postal Service pay-
able out of the Fund.".
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TITLE IV—TRANSPORTATION

SEC. 4101. EXTENSION OF RAILROAD SAFETY
FEES.

Subsection (e) of section 20115 of title 49.
United States Code, is repealed.
SEC. 410Z. PERMANENT EXTENSION OF VESSEL

TONNAGE DUTIES.
(a) EXTENSION OF DUTiES—Section 36 of

the Act of August 5. 1909 (36 Stat. 111: 46 App.
U.S.C. 121). is amended—

(1) by striking ''for fiscal years 1991. 1992.
1993. 1994. 1995. 1996. 1997, 1998. and 2 cents per
ton not to exceed in the aggregate 10 cents
per ton in any one year. for each fiscal year
thereafter": and

(2) by striking 'for fiscal years 1991. 1992.
1993, 1994. 1995. 1996. 1997. 1998. and 6 cents per
ton, not to exceed 30 cents per ton for each
fiscal year thereafter".

(b) CONFORMINC AMENDMENT.—The Act en-
titled "An Act concerning tonnage duties on
vessels entering otherwise than by sea', ap-
proved March 8, 1910 (36 Stat, 234; 46 App.
U.S.C. 132). is amended by striking "for fiscal
years 1991. 1992. 1993, 1994. 1995, 1996. 1997. and
1998. and 2 cents per ton. not to exceed in the
aggregate 10 cents per ton in any 1 year. for
each fiscal year thereafter,".
SEC. 4103. SALE OF COVERNORS ISLAND. NEW

YORK.

(a) IN GENERAL—Notwithstanding any
other provision of law, the Administrator of
General Services shall dispose of by sale at
fair market value all rights, title, and inter-
ests of the United States in and to the land
of. and improvements to, Governors Island,
New York.

(b) RICFrT OF FIRST REFUSAL—Before a sale
is made under subsection (a) to any other
parties. the State of New York and the city
of New York shall be given the right of first
refusal to purchase all or part of Governors
Island. Such right may be exercised by either
the State of New York or the city of New
York or by both parties acting jointly.

(c) PROCEEDS—Proceeds from the disposal
of Governors Island under subsection (a)
shall be deposited in the general fund of the
Treasury and credited as miscellaneous re-
ceipts.
SEC. 4104. SALE OF AIR RIGHTS.

(a) IN GENERAL—Notwithstanding any
other provision of law. the Administrator of
General Services shall sell. at fair market
value and in a manner to be determined by
the Administrator. the air rights adjacent to
Washington Union Station described in sub-
section (b), including air rights conveyed to
the Administrator under subsection (d). The
Administrator shall complete the sale by
such date as is necessary to ensure that the
proceeds from the sale will be deposited in
accordance with subsection (c).

(b) DESCRJpTION.—The air rights referred to
in subsection (a) total approximately 16.5
acres and are depicted on the plat map of the
District of Columbia as follows:

(1) Part of lot 172. square 720.
(2) Part of lots 172 and 823. square 720.
(3) Part of lot 811. square 717.
(c) PROCEEDS—Before September 30. 1996.

proceeds from the sale of air rights under
subsection (a) shall be deposited in the gen-
eral fund of the Treasury and credited as
miscellaneous receipts.

(d) CONVEYANCE OF AMTRAK AIR RIcFn-S.—
(1) GENERAl,. RULE—As a condition of fu-

ture Federal financial assistance, Amtrak
shall convey to the Administrator of General
Services on or before December 31. 1995. at no
charge. all of the air rights of Amtrak de-
scribed in subsection (b).

(2) FAILURE TO COMPLY—If Amtrak does
not meet the condition established by para-
graph (1). Amtrak shall be prohibited from
obligating Federal funds after March 1. 1996.
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TITLE V—HOUSING PROVISIONS

SEC. 5101. REDUCTION OF SECTION 8 ANNUAL
ADJUSTMENT FACTORS FOR UNITS
WITHOUT TENANT TURNOVER.

Paragraph (2)(A) of section 8(c) of the Unit-
ed States Housing Act of 1937 (42 U.S.C.
1437f(c) (2) (A)) is amended by striking the last
sentence.
SEC. 5102. MAXIMUM MORTGAGE AMOUNT FLOOR

FOR SINGLE FAMILY MORTGAGE IN-
SURANCE.

Subparagraph (A) of the first sentence of
section 203(b) (2) of the National Housing Act
(12 U.S.C. 1709(b)(2)(A)) is amended by strik-
ing the greater of and all that follows
through applicable size and inserting the
following: 50 percent of the dollar amount
limitation determined under section 305(a) (2)
of the Federal Home Loan Mortgage Cor-
poration Act (as adjusted annually under
such section) for a residence of the applica-
ble size.
SEC. 5103. FORECLOSURE AVOIDANCE AND BOR-

ROWER ASSISTANCE.
(a) FORECLOSURE AVOIDANCE—The last sen-

tence of section 204(a) of the National Hous-
ing Act (12 U.S.C. 1710(a)) is amended by in-
serting before the period the following:
And provided further. That the Secretary may
pay insurance benefits to the mortgagee to
recompense the mortgagee for its actions to
provide an alternative to foreclosure of a
mortgage that is in default, which actrons
may include such actions as special forbear-
ance, loan modification, and deeds in lieu of
foreclosure, all upon such terms and condi-
tions as the mortgagee shall determine in
the mortgagee's sole discretion within guide-
lines provided by the Secretary, but which
may not include assignment of a mortgage
to the Secretary: And provided further. That
for purposes of the preceding proviso, no ac-
tion authorized by the Secretary and no ac-
tion taken, nor any failure to act, by the
Secretary or the mortgagee shall be subject
to judicial review.
(b) AumORrry TO ASSIST MORTGAGO}S IN

DEFAULT—Section 230 of the National Hous-
ing Act (12 U.S.C. 1715u) is amended to read
as follows:

'AUrHORJ-I-y TO ASSIST MORTGAGORS IN
DEFAULT

'SEC. 230. (a) PAYMENT OF PARTIAL
CLAIM—The Secretary may establish a pro-
gram for payment of a partial insurance
claim to a mortgagee that agrees to apply
the claim amount to payment of a mortgage
on a 1- to 4-family residence that is in de-
fault. Any such payment under such program
to the mortgagee shall be made in the Sec.
retary's sole discretion and on terms and
conditions acceptable to the Secretary. ex-
cept that—

(1) the amount of the payment shall be in
an amount determined by the Secretary.
which shall not exceed an amount equivalent
to 12 monthly mortgage payments and any
costs related to the default that are ap-
proved by the Secretary: and

-. (2) the mortgagor shall agree to repay the
amount of the insurance claim to the Sec-
retary upon terms and conditions acceptable
to the Secretary.

The Secretary may pay the mortgagee, from
the appropriate insurance fund, in connec-
tion with any activities that the mortgagee
is required to undertake concerning repay-
ment by the mortgagor of the amount owed
to the Secretary.

(b) ASSIGNMENT—
(1) PROGRAM AUrHORITY.—The Secretary

may establish a program for assignment to
the Secretary, upon request of the mortga-
gee, of a mortgage on a I- to 4-family resi-
dence insured under this Act.

• (2) PROGRAM REQuIREMENTS—The Sec-
retary may accept assignment of a mortgage

under a program under this subsection only
if—

(A) the mortgage was in default;

(B) the mortgagee has modified the mort-
gage to cure the default and provide for
mortgage payments within the reasonable
ability of the mortgagor to pay at interest
rates not exceeding current market interest
rates: and

(C) the Secretary az-ranges for servicing of
the assigned mortgage by a mortgagee
(which may include the assigning mortga-
gee) through procedures that the Secretary
has determined to be in the best interests of
the appropriate insurance fund.

(3) PAY?VIENT OF INSURANCE BENEFITS.—
Upon accepting assignment of a mortgage
under the program under this subsection, the
Secretary may pay insurance benefits to the
mortgagee from the appropriate insurance
fund in an amount that the Secretary deter-
mines to be appropriate, but which may not
exceed the amount necessary to compensate
the mortgagee for the assignment and any
losses resulting from the mortgage modifica-
tion.

-' (c) PROI-fiBInON OF JUDICIAL REVIEW—NO
decision by the Secretary to exercise or fore-
go exercising any authority under this sec-
tion shall be subject tojudicial review.",

(c) SAVINGS PROVISION—Any mortgage for
which the mortgagor has applied to the Sec-
retary of Housing and Urban Development.
before the date of the enactment of this Act,
for assignment pursuant to section 230(b) of
the National Housing Act shall continue to
be governed by the provisions of such sec-
tion. as in effect immediately before such
date of enactment,

(d) APPUCABILITY OF OTHER LAWS—NO pro-
vision of the National Housing Act or any
other law shall be construed to require the
Secretary of Housing and Urban Develop-
ment to provide an alternative to foreclosure
for mortgagees with mortgages on 1- to 4-
family residences insured by the Secretary
under the National Housing Act. or to accept
assignments of such mortgages.
TITLE VI—INDEXATION AND MISCELLANE-

OUS ENTITLEMENT-RELATED PROVI-
SIONS

SEC. 6101. CONSUMER PRICE INDEX.
(a) ADJUSTMENTS APPLICABLE TO INTERNAL

REVENUE CODE PROVISIONS.—
(1) IN GENERAL—Paragraph (3) of section

1(f) of the Internal Revenue Code of 1986 (de-
fining cost-of-living adjustment) is amended
by striking the period at the end and insert-
ing a comma and by inserting at the end the
following flush material:
'reduced by the number of percentage points

determined under paragraph (8) for the cal-
endar year for which such adjustment is
being determined."

(2) LIMITATION ON INCREASES—Subsection
(f) of section 1 of such Code is amended by
adding at the end the following new para-
graph:

"(8) LIMITAnON ON INCREASES IN CPI.—
(A) IN GENERAL—The number of percent-

age points determined under this paragraph
for any calendar year is—

(i) in the case of calendar years 1996, 1997,
and 1998. 0.5 percentage point, and

'(ii) in the case of calendar years 1999 2000.
2001, and 2002, 0.3 percentage point.

"(B) COMPUTATION OF BASE TO REFLECT LIM-
ITAnON,—The Secretary shall adjust the
number taken into account under paragraph
(3)(B) so that any increase which is not
taken into account by reason of subpara-
graph (A) shall not be taken into account at
any time so as to allow such increase for any
period."

(b) ADJUSTMENTS APPLICABLE 'TO CERTAIN
ENTIThEMENT PROGRAMS. —
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(1) IN GENRAL—For purposes of determin-

ing the amountof any cost-of-living adjust-
ment which takes effect for benefits payable
after December 31. 1995. with respect to any
benefit described in paragraph (5)—

(A) any increase in the relevant index (de-
termined without regard to this subsection)
shall be reduced by the number of percentage
points determined under paragraph (2) and

(B) the amount of the increase in such ben-
efit shall be equal to the product of—

(i) the increase in the relevant index (as re-
duced under subparagraph (A)), and

(ii) the average such benefit for the preced-
ing calendar year under the program de-
scribed in paragraph (5) which provides such
benefit.

(2) LIMJTAnON ON INCREASES,—
(A) IN GENERAL—The number of percent-

age points determined under this paragraph
for any calendar year is—

(i) in the case of calendar years 1996. 1997,
and 1998, 0.5 percentage point. and

(ii) in the case of calendar years 1999. 2000.
2001. and 2002. 0.3 percentage point.

(B) COMPUTATION OF BASE TO REFLECT LIMI-
TAnON.—Any increase which is not taken
into account by reason of subparagraph (A)
shall not be taken into account at any time
so as to allow such increase for any period.

(3) PARAGRAPH (I) TO APPLY ONLY TO COM-
Pt.rrAnON OF BENEFrF AMOUNTS—Paragraph
(1) shall apply only for purposes of determin-
ing the amount of benefits and not for pur-
poses of determining—

(A) whether a threshold increase in the rel-
evant index has been met. or

(B) increases in amounts under other pro-
visions of law not described in paragraph (5)
which operate by reference to increases in
such benefits.

(4) DEFINrnONS.—FOr purposes of this sub-
section—

(A) COST-OF-LIVING ADJUSTMENT—The term
"cost-of-living adjustment" means any ad-
justment in the amount of benefits described
in paragraph (5) which is determined by ref-
erence to changes in an index.

(B) INDEX.—
(i) INDEX—The term "index" means the

Consumer Price Index and any other index of
price or wages.

(ii) RELEVANT INDEX—The term 'relevant
index" means the index on the basis of which
the amount of the cost-of-living adjustment
is determined.

(5) BENEFITS TO 1!CH SUBSECTION A?-
PLIES—For purposes of this subsection, the
benefits described in this paragraph are—

(A) old age, survivors, and disability insur-
ance benefits subject to adjustment under
section 2 15(i) of the Social Security Act (but
the limitation under paragraph (1) shall not
apply to supplemental security income bene-
fits under title XVI of such Act);

(B) retired and retainer pay subject to ad-
justment under section 1401a of title 10,
United States Code:

(C) civil service retirement benefits under
section 8340 of title 5, United States Code.
foreign set-vice retirement benefits under
section 826 of the Foreign Set-vice Act of 1980.
Central Intelligence Agency retirement ben-
efits under part .J of the Central Intelligence
Agency Retirement Act of 1964 for certain
employees, and any other benefits under any
similar provision under any retirement sys-
tem for employees of the government of the
United States;

(D) Federal workers' compensation under
section 8146a of title 5. United States Code:

(E) benefits under section 3(a), 4(a), or 4(f)
of the Railroad Retirement Act of 1974; and

(F) benefits and expenditure limits under
title XVIII or XIX of the Social Security
Act,
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Senate
BALANCED BUDGET

RECONCILIATION ACT OF 1995
The Senate continued with the con-

sideration of the bill.
Mr. DOMENICI. Mr. President, I un-

derstand Senator KASSEBAUM is pre-
pared to offer an amendment with ref-
erence to education. I understand we
have 10 minutes on our side and they
have 10 minutes on their side.

The PRESIDING OFFICER. The Sen-
ator from New Mexico is not correct in
that. There is 10 minutes equally di-
vided, 5 minutes to a side.

Mrs. KASSEBAUM addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Kansas.

AMENDMENT NO. 2962

(Purpose: To strike the provisions relating
to loan payments from institutions, the
elimination of the grace period interest
subsidy, and the PLUS loan interest rate
and rebate)
Mrs. KASSEBAUM. Mr. President, I

send an amendment to the desk on be-
half of myself. Ms. SNOWE, Mr. JEF-
FORDS, Mr. COATS, Mr. GREGG, Mr.
FRIST, Mr. DEWINE, Mr. ASHCROFT, Mr.
ABRAHAM. and Mr. GORTON, and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Kansas [Mrs. KA55E-

BAUM]. for herself. Ms. SNOWE, Mr. JEFFORD5.
Mr. COATS, Mr. GREGG. Mr. FRI5T, Mr.
DEWINE. Mr. A5HCROFT. Mr. ABRAHAM. and
Mr. GORTON. proposes an amendment num-
bered 2962.

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
On page 1421, beginning with line 15, strike

all through page 1423, line 13.
On page 1424. beginning with line 2, strike

all through page 1426 line 9.

Mrs. KASSEBAUM. Mr. President.
the purpose of this amendment is to
strike the provisions relating to loan
payments from institutions, the elimi-
nation of the grace period interest sub-
sidy. and the PLUS loan interest rate
and rebate.

I will just briefly speak to this, Mr.
President. because this has been some-
thing the Labor and Human Resources
Committee has worked long and hard
on. We passed the budget resolution
earlier this year in the U.S. Senate.
The Labor Committee, as a whole, ex-
pressed reservations at that time about
the magnitude of the cuts that the res-
olution directed us to make in the Fed-
eral student loan programs. However.
we agreed to try and meet the rec-
onciliation instruction, and we did so.

As chairman of the Committee on
Labor and Human Resources, on behalf
of the majority members of this com-
mittee. we worked to get a package
that met the reconciliation instruction
and had the least impact on students.

Much has been said on the Senate
floor about the impact on students. We
consciously directed the effort so that
it would not impact strongly on stu-
dents. This amendment would reduce
savings by about $6 billion from the
original $10.8 billion that was requested
from and produced by the committee.
Those costs will be offset by excess sav-
ings from the entire budget package.

Mr. President. this amendment would
eliminate the provision of the bill that
would require students to pay for the
interest on their subsidized Stafford
loans in the 6 months after they leave
school. This would have only applied to
new borrowers, but we now eliminate
that provision. It would eliminate a
raise in interest rate and the interest
rate cap on the PLUS parent loans and
would also repeal the assessment of a
participation fee on institutions of
higher education.

The main difference between this
amendment and the amendment of-

fered by Senator KENNEDY, is that we
leave intact provisions in the budget
bill that would decrease the size of the
direct loan program to a more appro-
priate demonstration size, until we can
fully assess the merits and feasibility
of direct lending. Direct lending does
not affect student eligibility for Fed-
eral student loans, nor does it affect
the amount of funds available for loans
or the rates and fees charged to stu-
dents. They do not make financial aid
more affordable or more accessible.

Mr. President, I just add that there
are two members—one. a member of
the committee, Senator JEFFORDS from
Vermont, and the other is Senator
SNOWE from Maine—who have felt
strongly from the very beginning that
we simply should not cut into the edu-
cation funds as much as the reconcili-
ation request required. They have
fought long and hard.

I will yield what time I have remain-
ing to Senator JEFFORDS and Senator
SNOwE but I want to point out that a
majority of the committee is cospon-
soring this amendment. We are all
united behind this amendment, and it
has been a dedicated effort on the part
of the committee majority members.

I yield the floor to the Senator from
Vermont.

The PRESIDING OFFICER. The Sen-
ator from Vermont has 1 minute, 21
seconds.

Mr. JEFFORDS. Mr. President, let
me briefly remind everybody that a
while back. when we were dealing with
the budget resolution, 67 of us voted
not to cut more than $4 billion out of
higher education. This amendment
would bring this level closer to where
we in the Senate voted earlier this year
to be—a $5 billion cut from the $10.8
billion. I remind my colleagues of that.
I hate to see anybody be inconsistent
with their voting. and since 67 voted
for something a little more draconian
than this, I hope those Senators will
stay with us on this amendment.

• This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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SEC. 6103. MATCHING RATE REQUIREMENT FOR

TITLE XX BLOCK GRANTS TO STATES
FOR SOCIAL SERVICES.

Section 2002(a)(l) of the Social Security
Act (42 U.S.C. 1397a(a)(l)) is amended by
striking Each State' and all that follows
through the period and inserting the follow-
ing: '(A) Each State shall be entitled to pay-
ment under this title for each fiscal year in
an amount equal to the lesser of—

(i) 80 percent of the total amount ex-
pended by the State during the fiscal year
for services referred to in subparagraph (B)
or

(ii) the allotment of the State for the fis-
cal year.

'(B) A State to which a payment is made
under this title shall use the payment for
services directed at the goals set forth in
section 2001. subject to the requirements of
this title.'.
SEC. 6104. DENIAL OF UNEMPLOYMENT INSUR-

ANCE TO CERTAIN HICHINCOME IN-
DIVIDUALS.

(a) GENERAL RULE—Subsection (a) of sec-
tion 3304 of the Internal Revenue Code of
1986. as amended by section 10101, is further
amended by striking 'and" at the end of
paragraph (18). by redesignating paragraph
(19) as paragraph (20), and by inserting after
paragraph (18) the following new paragraph:

'(19) compensation shall not be payable to
any individual for any benefit year if the
taxable income of such individual for such
individual's most recent taxable year ending
before the beginning of such benefit year ex-
ceeded $120,000; and.

(b) EFFECTIVE DATE,—
(1) IN CENERAL.—Except as provided n

paragraph (2). the amendment made by this
section shall apply to benefit years begin..
ning after December 31, 1995.

(2) SPECIAL RULE—In the case of any State
the legislature of which has not been in ses-
sion for at least 30 calendar days (whether or
not successive) between the date of the en-
actment of this Act and December 31. 1995.
the amendments made by this section shall
apply to benefit years beginning after the
day 30 calendar days after the first day on
which such legislature is in session on or
after December 31, 1995.
SEC, 6105. DENIAL OF UNEMPLOYMENT INSUR-

ANCE TO INDIVIDUALS WHO VOLUN-
TARILY LEAVE MILITARY SERVICE.

(a) GENERAL RULE—Paragraph (1) of sec-
tion 8521(a) of title 5. United States Code, is
amended to read as follows:

"(1) 'Federal service' means active service
(not including active duty in a reserve status
unless for a continuous period of 45 days or
more) in the armed forces or the commis-
sioned corps of the National Oceanic and At-
mospheric Administration if with respect to
that service the individual—

• (A) was discharged or released under hon-
orable conditions.

(B) did not resign or voluntarily leave the
service, and

(C) was not discharged or released for
cause as defined by the Secretary of De-
fense;".

(b) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply in the
case of a discharge or release after the date
of the enactment of this Act.

TJTLE Vu—MEDICAID REFORM
Subtitle A—Per Capita Spending Limit

SEC. 7001. LIMITATION ON EXPENDITURES REC-
OGNIZED FOR PURPOSES OF FED-
ERAL FINANCIAL PARTICIPATION.

(a) IN GENERAI..—Title XIX of the Social
Security Act is amended—

(1) in section 1903(a). by striking 'From'
and inserting Subject to section 1931.
from';

(2) by redesignating section 1931 as section
1932; and

(3) by inserting after section 1930 the fol-
lowing new section:

LIMITATION ON FEDERAL FINANCIAL PARTICI-
PATION BASEI) ON PER BENEFiCIARY SPENDINC

'SEc. 1931. (a) IN GENERAL—Subject to
subsection (e). the total amount of State ex-
penditures for medical assistance for which
Federal financial participation may be made
under section 1903(a) for quarters in a fiscal
year (beginning with fiscal year 1997) may
not exceed the sum of the following:

'(1) NONDISABLED MEDICAID CHILDREN—The
product of—

'(A) the number of full-year equivalent
nondisabled medicaid children (described in
subsection,(b)(1)) in the State in the fiscal
year, and

(B) the per capita medical assistance
limit established under subsection (c)(1) for
such category of individuals for the fiscal
year.

(2) NONDISABLED MEDICAID ADULTS—The
product of—

'(A) the number of full-year equivalent
nondisabled medicaid adults (described in
subsection (b)(2)) n the State in the fiscal
year, and

(B) the per capita medical assistance
limit established under subsection (c)(1) for
such category individuals for the fiscal year.

'(3) NONDISABLED ELDERLY MEDICAID BENE-
FICIARIES—The product of—

'(A) the number of full-year equivalent
nondisabled elderly medicaid beneficiaries
(described in subsection (b)(3)) in the State
in the fiscal year, and

(B) the per capita medical assistance
limit established under subsection (c)(1) for
such category of individuals for the fiscal
year.

(4) DISABLED MEDICAID BENEFJCIARIE&—
The product of—

(A) the number of full-year equivalent
disabled medicaid beneficiaries (described in
subsection (b) (4)) in the State in the fiscal
year. and

(B) the per capita medical assistance
limit established under subsection (c)(1) for
such category individuals for the fiscal year.

(5) ADMINISTRATIVE EXPENDITURES—The
product of—

(A) the number of full-year equivalent
medicaid beneficiaries who are in any cat-
egory of beneficiaries in the State in the fis-
cal year. and

(B) the per capita limit established under
subsection (c)(1) for administrative expendi-
tures for the fiscal year.
This section shall not apply to expenditures
for which no Federal financial participation
is available under this title.

(b) DEFINITIONS RELATINC TO CATECORIES
OF INDIVIDUALS—In this section:

'(1) NONDISABLED MEDICAID CHILDREN—The
term nondisabled medicaid child' means an
individual entitled to medical assistance
under the State plan under this title who is
not disabled (as such term is used under
paragraph (4)) and is under 21 years of age.

(2) NONDISABLED MEDICAID ADULTS—The
term nondisabled medicaid adult means an
individual entitled to medical assistance
under the State plan under this title who is
not disabled (as such term is used under
paragraph (4)) and is at least 21 years of age
but under 65 years of age.

'(3) NONDISABLED ELDERLY MEDICAID BENE-
hICIARY.—The term nondisabled medicaid
adult' means an individual entitled to medi-
cal assistance under the State plan under
this title who is not disabled (as such term is
used under paragraph (4)) and is at least 65
years of age.

(4) DISABLED MEDICAiD BENEFICIARIES.—
The term disabled medicaid beneficiary
means an individual entitled to medical as-
sistance under the State plan under this title
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who is entitled to such assistance solely on
the basis of blindness or disability.
For purposes of this section. nondisabled
medicaid children. nondisabled medicaid
adults. nondisabled elderly medicaid bene-
ficiaries. and disabled medicaid beneficiaries
each constitutes a separate category of med-
icaid beneficiaries.

(c) ESTABLISHMENT OF PER CAPITA LIM-
ITS.-

(1) IN CENERAL.—The Secretary shall es-
tablish for each State a per capita medical
assistance limit for each category of medic-
aid beneficiaries described in subsection (b)
and for administrative expenditures for a fis-
cal year equal to the product of the follow-
ing:

'(A) PREVIOUS EXPENDITURES—The aver-
age of the amount of the per capita match-
able medical assistance expenditures (deter-
mined under paragraph (2)(A)) for such cat-
egory (or the per capita matchable
adminstrative expenditures determined
under paragraph (2)(B)) for such State for
each of the 3 previous fiscal years.

"(B) INFLATION FACTOR—The rolling 2-year
CPI increase factor (determined under para-
graph (3)(A)) for the fiscal year involved.

(C) TRANSITIONAL ALLOWANCE—The tran-
sitional allowance factor (if any) applicable
under paragraph (3)(B) to such limit for the
previous fiscal year and for the fiscal year
involved.

(2) PER CAPITA MATCHABLE MEDICAL AS-
SISTANCE E)'ENDITURES.—For purposes of
this section—

(A) MEDICAL ASSISTANCE EXPENDITURES.—
The per capita matchable medical assist-
ance expenditures. fr a category of medic-
aid beneficiaries for a State for a fiscal year.
is equal to—

(i) the amount of expenditures for which
Federal financial participation is (or may be)
provided (consistent with this section) to the
State under paragraphs (1) and (5) of section
1903(a) (other than expenditures excluded
under subsection (e)) with respect to medical
assistance furnished with respect to individ-
uals in such category during the fiscal year.
divided by

(ii) the number of full-year equivalent in-
dividuals in such category in the State in
such fiscal year.

(B) PER CAPITA MATCHABLE ADaNISTRA-
TIVE EXPENDITURES—The per capita match-
able administrative expenditures'. for a
State for a fiscal year. is equal to—

(i) the amount of expenditures for which
Federal financial participation is (or may be)
provided (consistent with this section) to the
State under section 1903 (a) (under para-
graphs (1) and (5) of such section) during the
fiscal year. divided by

(ii) the number of full-year equivalent in-
dividuals in any category of medicaid bene-
ficiary in the State in such fiscal year.

'(3) INCREASE FACTORS—In this sub-
section—

(A) ROLLINC 2-YEAR CPI INCREASE FAC-
TOR.—The rolling 2-year CPI increase factor
for a fiscal year is 1 plus the percentage by
which—

(i) the Secretary's estimate of the aver-
age value of the consumer price index for all
urban consumers (all items. U.S. city aver-
age) for months in the particular fiscal year.
exceeds

(ii) the average value of such index for
months in the 3 previous fiscal years.

(B) TRANSITIONAL ALLOWANCE FAC1ORS.—
(i) FISCAL. YEAR 1996.—The transitional al-

lowance factor' for fiscal year 1996—
(I) for the category of nondisabled medic-

aid children, is 1.051;
(II) for the category of nondisabled med-

icaid adults, is L067:
(III) for the category of nondisabled elder-

ly medicaid beneficiaries is 1.031;
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• (IV) for the category of disabled medicaid

beneficiaries is 1.015; and
• (V) for administrative expenditures s

1.046.
(ii) SUBSEQUENT FISCAL YEA}S FOR NON-

DISABLED CHILDREN AND ADULTS ANI) FOR DIS-
ABLED CATEGORiES—The transitional allow-
ance factor for the categories of nondisabled
medicaid children, nondisabled medicaid
adults, and disabled medicaid beneficiaries—

'(I) for fiscal year 1997 is 1.01. and
"(II) for each subsequent fiscal year is 1.0.
'(iii) SUBSEQUENT FISCAL YEARS FOR THE

ELDERLY AND ADMINISTRATIVE EXPENDI-
TURES—The transitional allowance factor
for the category of nondisabled elderly med-
icaid beneficiaries and for administrative ex-
penditures for fiscal years after fiscal year
1996 is 1.0.

(4) NOTICE—The Secretary shall notify
each State before the beginning of each fis-
cal year of the per capita limits established
under this subsection for the State for the
fiscal year.

(d) SPECIAL RULES AND EXCEPTIONS—For
purposes of this section, expenditures attrib-
utable to any of the following shall not be
subject to the limits established under this
section and shall not be taken into account
in establishing per capita medical assistance
limits under subsection (c)(1):

(1) DSH.—Payment adjustments under
section 1923.

(2) MEDICARE COST-SHARING—Payments
for medical assistance for medicare cost-
sharing (as defined in section 1905(p) (3)).

'(3) SERVICES THROUGH IHS AND TRIBAL PRO-
VIDERS—Payments for medical assistance
for services described in the last sentence of
section 1905(b).
Nothing in this section shall be construed as
applying any limitation to expenditures for
the purchase and delivery of qualified pedi-
atric vaccines under section 1928.

(e) DEFINITIONS.—In this section. the term
medicaid beneficiary means an individual
entitled to medical assistance under the
State plan under this title.

(0 ESTIMATIONS AND NOTICE.—
(1) IN GEZSJERAL.—The Secretary shall—.
(A) establish a process for estimating the

limits established under subsection (a) for
each State at the beginning of each fiscal
year and adjusting such estimate during
such year: and

(B) notifying each State of the esti-
mations and adjustments referred to in sub-
paragraph (A).

(2) DETERMINATION OF NUMBER OF FULL-
YEAR EQUIVALENT INDIVIDUALS—For purposes
of this section. the number of full.year
equivalent individuals in each category de-
scribed in subsection (b) for a State for a
year shall be determined based on actual re-
ports submitted by the State to the Sec-
retary. In the case of individuals who were
not entitled to benefits under a State plan
for the entire fiscal year (or are within a
group of individuals for only part of a fiscal
year). the number shall take into account
only the portion of the year in which they
were so entitled or within such group. The
Secretary may audit such reports.

(g) ANTI-GAIUNG ADJUSTMENT TO REFLECT
CHANGES IN ELIGIBILITY.—

(1) REPORT ON PER CAPITA EXPENDI-
TURES—If a State makes a change (On or
after October 15, 1995) relating to eligibility
for medical assistance in its State plan that
results in the addition or deletion of individ-
uals eligible for such assistance, the State
shall submit to the Secretary with such
change such information as the Secretary
may require in order to carry Out paragraph
(2).

(2) ADJUSTMfl'1T FOR CERTAIN ADDITIONS.—
If a State makes a change described irt para-
graph (1) that the Secretary believes will re-

sult in making medical assistance available
for additional individuals (within a category
described in subsection (b)) with respect to
whom the Secretary estimates the per capita
average medical assistance expenditures will
be less the applicable per capita limit estab-
lished under subsection (c)(1) for such cat-
egory. the Secretary shall apply the per cap-
ita limits under such subsection separately
with respect to individuals who are eligible
for medical assistance without regard to
such addition and with respect to the indi-
viduals so added.

(3) ADJUSTMENT FOR CERTAIN DELETIONS.—
If a State makes a change described in para-
graph (1) that the Secretary believes will re-
sult in denial of medical assistance for indi-
viduals (within a category described in sub-
section (b)) with respect to whom the Sec-
retary estimates the per capita average med-
ical assistance expenditures is greater than
the applicable per capita limit established
under subsection (c)(1) for such catetory, the
Secretary shall adjust the payment limits
under subsection (a) to reflect any decrease
in average per beneficiary expenditures that
would result from such change.

(h) TREATMENT OF STATES OPERATING
UNDER WAIVERS—The Secretary shall pro-
vide for such adjustments to the per capita
limits under subsection (c) for a fiscal year
as may be appropriate to take into account
the case of States which either—

'(1) during any of the 3 previous fiscal
years was providing medical assistance to its
residents under a waiver granted under sec-
tion 1115. section 1915. or other provision of
law. and, in the fiscal year involved is no
longer providing such medical assistance
under such waiver: or

(2) during any of the 3 previous fiscal
years was not providing medical assistance
to its residents under a waiver granted under
section 1115. section 1915. or other provision
of law, and, in the fiscal year involved is pro-
viding such medical assistance under such a
waiver.

(b) ENFORCEMENT-RELATED PROVISIONS.—
(1) ASSURING ACTUAL PAYMENTh TO STATES

CONSISTENT WITH LIMITATION—Section 1903(d)
of such Act (42 U.S.C. 1396b(d)) is amended—

(A) in paragraph (2)(A). by striking "The
Secretary and inserting 'Subject to para-
graph (7). the Secretary". and

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

'(7)(A) The Secretary shall take such steps
as are necessary to assure that payments
under this subsection for quarters in a fiscal
year are consistent with the payment limits
established under section 1931 for the fiscal
year. Such steps may include limiting such
payments for one or more quarters in a fiscal
year based on—

(i) an appropriate proportion of the pay-
ment limits for the fiscal year involved, and

(ii) numbers of individuals within each
category, as reported under subparagraph (B)
for a recent previous quarter.

(B) Each State shall include, in its report
filed under paragraph (l)(A) for a calendar
quarter—

(i) the actual number of individuals with-
in each category described in section 1931(b)
for the second previous calendar quarter and
(based on the data available) for the previous
calendar quarter. and

(ii) an estimate of such numbers for the
calendar quarter involved.'.

(2) RESTRICTION ON AUrHORITY OF STATES TO
APPLY LESS RESTRICTIVE INCOME AND RE-
SOURCE METHODOLOGIES—Section 1902(r) (2) of
such Act (42 U.S.C. 1396a(r)(2)) is amended by
adding at the end the following new subpara-
graph:

(C) Subparagraph (A) shall not apply to
plan amendments made on or after October
15. 1995.".
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(c) CONFORMING AMENDMENT—Section

1903(i) of such Act (42 U.S.C. 1396b(i)) is
amended—

(1) by striking or at the end of paragraph
(14),

(2) by striking the period at the end of
paragraph (15) and inserting ": or, and

(3) by inserting after paragraph (15) the fol-
lowing:

(16) in accordance with section 1931. with
respect to amounts expended to the extent
they exceed applicable limits established
under section 1931(a)..

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to payments
for calendar quarters beginning on or after
October 1, 1996.

Subtitle B—Medicaid Managed Care

SEC. 7101. PERMITrING GREATER FLEXIBILITY
FOR STATES TO ENROLL BENE-
FICIARIES IN MANAGED CARE AR-
RANG EMENTS.

(a) IN GENERAL—Title XIX of the Social
Security Act (42 U.S.C. 1396 et seq.). as
amended by section 7001 (a), is amended—

(1) by redesignating section 1932 as section
1933; and

(2) by inserting after section 1931 the fol-
lowing new section:

'STATE OPTIONS FOR ENROLLMENT OF BENE-
FICIARiES IN MANAGED CARE ARRANGEMENTS

'SEC. 1932. (a) MANDATORY ENROLLMENT.—
(1) IN GENERAL—Subject to the succeed-

ing provisions of this section and notwith-
standing paragraphs (1). (l0)(B), and (23) of
section 1902(a). a State may require an indi-
vidual eligible for medical assistance under
the State plan under this title to enroll with
an eligible managed care provider as a condi-
tion of receiving such assistance and, with
respect to assistance furnished by or under
arrangements with such provider, to receive
such assistance through the provider, if the
following provisions are met:

'(A) The provider meets the requirements
of section 1933.

'(B) The provider enters into a contract
with the State to provide services for the
benefit of individuals eligible for benefits
under this title under which prepaid pay-
ments to such provider are made on an actu-
arially sound basis.

(C) There is sufficient capacity among all
providers meeting such requirements to en-
roll and serve the individuals required to en-
roll with such providers.

(D) The individual is not a special needs
individual (as defined in subsection (c)).

CE) The State—
'(i) permits an individual to choose an eli-

gible managed care provider—
"(I) from among not less than 2 medicaid

managed care plans; or
'(II) between a medicaid managed care

plan and a primary care case management
provider:

'(ii) provides the individual with the op-
portunity to change enrollment among eligi-
ble managed care providers not less than
once annually and notifies the individual of
such opportunity not later than 60 days prior
to the first date on which the individual may
change enrollment;

(iii) establishes a method for establishing
enrollment priorities in the case of an eligi-
ble managed care provider that does not
have sufficient capacity to enroll all such in-
dividuals seeking enrollment under which in-
dividuals already enrolled with the provider
are given priority in continuing enrollment
with the provider:

(iv) establishes a default enrollment proc-
ess which meets the requirements described
in paragraph (2) and under which any such
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individual who does not enroll with an eligi-
ble managed care provider during the enroll-
ment period specified by the State shall be
enrolled by the State with such a provider in
accordance with such process: and

• (v) establishes the sanctions provided for
in section 1934.

(2) DEFAULT ENROLLMENT PROCESS RE-
QUIREMENTS—The default enrollment proc-
ess established by a State under paragraph
(1)(E)(iv) shall—

• (A) provide that the State may not enroll
individuals with an eligible managed care
provider which is not in compliance with the
requirements of section 1933: and

(B) provide for an equitable distribution
of individuals among all eligible managed
care providers available to enroll individuals
through such default enrollment process.
consistent with the enrollment capacities of
such providers.

•

' (b) REENROLLMENT OF INDIVIDUALS WHO
RECAIN ELIcIBILrFy.—

• '(1) tN CENERAL.—If an individual eligible
for medical assistance under a State plan
under this title and enrolled with an eligible
managed care provider with a contract under
subsection (a)(l)(B) ceases to be eligible for
such assistance for a period of not greater
than 2 months, the State may provide for the
automatic reenrollment of the individual
with the provider as of the first day of the
month in which the individual is again eligi-
ble for such assistance.

(2) CONDITIONS—Paragraph (1) shall only
apply if—

(A) the month for which the individual is
to be reenrolled occurs during the enroll-
ment period covered by the individual's
original enrollment with the eligible man-
aged care provider

(B) the eligible managed care provider
continues to have a contract with the State
agency under subsection (a)(l)(B) as of the
first day of such month; and

• (C) the eligible managed care provider
complies with the requirements of section
1933.

• (3) NOTICE OF REENROLLMENT.—The State
shall provide timely notice to an eligible
managed care provider of any reenrollment
of an individual under this subsection.

• (c) SPECIa. NEEDS INDIVIDUALS DE-
SCRIBED—In this section. a 'special needs in-
dividual means any of the following:

(1) SPECIAL NEEDS CHiLD—An individual
who is under 19 years of age who—

(A) is eligible for supplemental security
income under title XVI:

(B) is described under section 501(a)(l)(D):
'(C) is a child described in section

1902(e) (3); or
(D) is in foster care or is otherwise in an

out-of-home placement.
(2) HOMELESS INDIVIDUALS—An individual

who is homeless (without regard to whether
the individual is a member of a family). in-
cluding—

(A) an individual whose primary residence
during the night is a supervised public or pri-
vate facility that provides temporary living
accommodations: or

(B) an individual who is a resident in
transitional housing.

(3) MICRANT AGRICULTURAL WORKERS—A
migratory agricultural worker or a seasonal
agricultural worker (as such terms are de-
fined in section 329 of the Public Health
Service Act), or the spouse or dependent of
such a worker.

(4) INDIANS—An Indian (as defined in sec-
tion 4(c) of the Indian Health Care Improve-
ment Act (25 U.S.C. 1603(c))).".

(b) CONFORMING AMENDMENT—Section
1902(a) (23) of such Act (42 U.S.C. 1396a(a)(23))
is amended—

(1) in the matter preceding subparagraph
(A), by striking "subsection (g) and in sec-
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tion 1915" and inserting "subsection (g). sec-
tiOn 1915, and section 193!,": and

(2) in subparagraph (B)—
(A) by striking "a health maintenance or-

ganization. or a' and inserting 'or with an
eligible managed care provider, as defined in
section 1933(g) (1), or".
SEC. 7102. REMOVAL OF BARRIERS TO PROVI-

SION OF MEDICAID SERVICES
THROUGH MANAGED CARE.

(a) REPEAL OF CURRErr BARRIERS—Except
as provided in subsection (b). section 1903(m)
of the Social Security Act (42 U.S.C.
1396b(m)) is repealed on the date of the en-
actment of this Act.

(b) EXISTINC CONTRACTS—In the case of
any contract under section 1903(m) of such
Act which is in effect on the day before the
date of the enactment of this Act, the provi-
sions of such section shall apply to such con-
tract until the earlier of—

(1) the day after the date of the expiration
of the contract; or

(2) the date which is 1 year after the date
of the enactment of this Act.

(c) ELICIBLE MANACED CARE PROVIDERS DE-
SCRIBED—Title XIX of such Act (42 U.S.C.
1396 et seq.). as amended by sections 7001(a)
and 7101(a). is amended—

(1) by redesignating section 1933 as section
1934; and

(2) by inserting after'section 1932 the fol-
lowing new section:

"ELIGIBLE MANACED CARE PROVIDERS

"SEC. 1933. (a) DEFINITIONS—In this sec-
tion. the following definitions shall apply:

(1) ELICIBLE MANACED CARE PROVIDER.—
The term 'eligible managed care provider'
means—

"(A) a medicaid managed care plan: or
"(B) a primary care case management pro-

vider.
'(2) MEDICAID MANACED CARE PLAN—The

term medicaid managed care plan' means a
health maintenance organization. an eligible
organization with a contract under Section
1876. a provider sponsored network or any
other plan which provides or arranges for the
provision of one or more items and services
to individuals eligible for medical assistance
under the State plan under this title in ac-
cordance with a contract with the State
under section 1932(a)(I)(B).

"(3) PRIMARY CARE CASE MANACEMENT PRO-
VIDER.—

"(A) IN GENERAL—The term 'primary care
case management provider means a health
care provider that—

'(i) is a physician, group of physicians. a
Federally-qualified health center, a rural
health clinic, or an entity employing or hav-
ing other arrangements with physicians that
provides or arranges for the provision of one
or more items and services to individuals eli-
gible for medical assistance under the State
plan under this title in accordance with a
contract with the State under section
1932(a) (1) (B)

"(ii) receives payment on a fee-for-service
basis (or. in the case of a Federally-qualified
health center or a rural health clinic, on a
reasonable cost per encounter basis) for the
provision of health care items and services
pecified in such contract to enrolled indi-
viduals:

"(iii) receives an additional fixed fee per
enrollee for a period specified in such con-
tract for providing case management serv-
ices (including approving and arranging for
the provision of health care items and serv-
ices specified in such contract on a referral
basis) to enrolled individuals: and

"(iv) is not an entity that is at risk.
"(B) AT RISK.—In subparagraph (A)(iv), the

term 'at risk' means an entity that—
'(i) has a contract with the State under

which such entity is paid a fixed amount for
providing or arranging for the provision of
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health care items or services specified in
such contract to an individual eligible for
medical assistance under the State plan and
enrolled with such entity, regardless of
whether such items or services are furnished
to such individual; and

"(ii) is liable for all or part of the cost of
furnishing such items or services, regardless
of whether such cost exceeds such fixed pay-
ment.

'(b) ENROLLMENT.—
"(1) NONDISCRIMINA'flON.—An eligible man-

aged care provider may not discriminate on
the basis of health status or anticipated need
for services in the enrollment, reenrollment.
or disenrollmentof individuals eligible to re-
ceive medical assistance under a State plan
under this title or by discouraging enroll-
ment (except as permitted by this section)
by eligible individuals.

"(2) TERMINATION OF ENROLLMENT.—
"(A) IN CENtRAL—An eligible managed

care provider shall permit an individual eli-
gible for medical assistance under the State
plan under this title who is enrolled with the
provider to terminate such enrollment for
cause at any time, and without cause during
the 60-day period beginning on the date the
individual receives notice of enrollment, and
shall notify each such individual of the op-
portunity to terminate enrollment under
these conditions.

'(B) FRAUDULENT INDUCEMENT OR COERCION
AS CROUNDS FOR CAUSE—For purposes of sub-
paragraph (A), an individual terminating en-
rollment with an eligible managed care pro-
vider on the grounds that the enrollment
was based on fraudulent inducement or was
obtained through coercion shall be consid-
ered to terminate such enrollment for cause.

"(C) NOTICE OF TERMINATION.—
'(i) NOTICE TO STATE.—

(I) BY INDIVIDUALS—Each individual ter-
minating enrollment with an eligible man-
aged care provider under subparagraph (A)
shall do so by providing notice of the termi-
nation to an office of the State agency ad-
ministering the State plan under this title,
the State or local welfare agency. or an of-
fice of an eligible managed care provider.

"(II) BY PLANS—Any eligible managed care
provider which receives notice of an individ-
ual's termination of enrollment with such
provider through receipt of such notice at an
office of an eligible managed care provider
shall provide timely notice of the termi-
nation to the State agency administering
the State plan under this title.

"(ii) NOTICE TO PLAN—The State agency
administering the State plan under this title
or the State or local welfare agency which
receives notice of an individual's termi-
nation of enrollment with an eligible man-
aged care provider under clause (i) shall pro-
vide timely notice of the termination to such
provider.

"(D) REENROLLMENT.—Each State shall es-
tablish a process under which an individual
terminating enrollment under this para-
graph shall be promptly enrolled with an-
other eligible managed care provider and no-
tified of such enrollment.

(3) PROVISION OF ENROLLMENT MATERiALS
IN UNDERSTANDABLE FORM—Each eligible
managed care provider shall provide all en-
rollment materials in a manner and form
which may be easily understood by a typical
adult enrollee of the provider who is eligible
for medical assistance under the State plan
under this title.

'(c) QUALITY ASSURAr'CE.—
'(1) ACCESS TO SERVICES—Each eligible

managed care provider shall provide or ar-
range for the provision of all medically nec-
essary medical assistance under this title
which is specified in the contract entered
into between such provider and the State
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under section 1932(a)(1)(B) for enrollees who
are eligible for medical assistance under the
State plan under this title.

(2) TIMELY DELIVERY OF SERVICES—Each
eligible managed care provider shall respond
to requests from enrollees for the delivery of
medical assistance in a manner which—

(A) makes such assistance—
(i) available and accessible to each such

individual, within the area served by the pro-
vider, with reasonable promptness and in a
manner which assures continuity: and

(ii) when medically necessary, available
and accessible 24 hours a day and 7 days a
week: and

(B) with respect to assistance provided to
such an individual other than through the
provider, or without prior authorization, in
the case of a primary care case management
provider, provides for reimbursement to the
individual (if applicable under the contract
between the State and the provider) if—

'(i) the services were medically necessary
and immediately required because of an un-
foreseen illness, injury, or condition: and

(ii) it was not reasonable given the cir-
cumstances to obtain the services through
the provider, or. in the case of a primary
care case management provider, with prior
authorization.

(3) ExrEiAL INDEPENDENT REVIEW OF ELI-
GIBLE MANAGED CARE PROVIDER ACTh'ITIES.—

(A) REVIEW OF MEDICAID MANAGED CARE
PLAN CONTRACT.—

(i) IN GENERAL—Except as provided in
subparagraph (B), each medicaid managed
care plan shall be subject to an annual exter-
nal independent review of the quality and
timeliness of. and access to, the items and
services specified in such plan's contract
with the State under section 1932(a)(l)(B).
Such review shall specifically evaluate the
extent to which the medicaid managed care
plan provides such services in a timely man-
ner.

"(ii) CONTENTS OF REVIEW—An external
independent review conducted under this
paragraph shall include the following:

(I) a review of the entity's medical care.
through sampling of medical records or other
appropriate methods, for indications of qual-
ity of care and inappropriate utilization (in-
cluding overutilization) and treatment,

(II) a review of enrollee inpatient and am-
bulatory data, through sampling of medical
records or other appropriate methods, to de-
termine trends in quality and appropriate-
ness of care.

(III) notification of the entity and the
State when the review under this paragraph
indicates inappropriate care, treatment, or
utilization of services (including
overutilization), and

(IV) other activities as prescribed by the
Secretary or the State.

(iii) AVAILABILITY OF RESULTS—The re-
sults of each external independent review
conducted under this subparagraph shall be
available to participating health care provid-
ers, enrollees, and potential enrollees of the
medicaid managed care plan. except that the
results may not be made available in a man-
ner that discloses the identity of any indi-
vidual patient.

(B) DEEMED COMPLIANCE.—
(i) MEDICARE PLANS—The requirements of

subparagraph (A) shall not apply with re-
spect to a medicaid managed care plan if the
plan is an eligible organization with a con-
tract in effect under section 1876.

"(ii) PRIVATE ACCREDITATION.—
(I) IN GENERAL—The requirements of sub-

paragraph (A) shall not apply with respect to
a medicaid managed care plan if—

(aa) the plan is accredited by an organiza-
tion meeting the requirements described in
clause (iii); and

(bb) the standards and process under
which the plan is accredited meet such re-

CONGRESSIONAL RECORD — SENATE
quirements as are established under
subclause (II), without regard to whether or
not the time requirement of such subclause
is satisfied.

"(II) STANDARDS AND PROCESS—Not later
than 180 days after the date of the enactment
of this Act, the Secretary shall specify re-
quirements for the standards and process
under which a medicaid managed care plan is
accredited by an organization meeting the
requirements of clause (iii).

"(iii) ACCREDITING ORGANIZATION—An ac-
crediting organization meets the require-
ments of this clause if the organization—

(I) is a private, nonprofit organization:
"(II) exists for the primary purpose of ac-

crediting managed care plans or health care
providers; and

"(III) is independent of health care provid-
ers or associations of health care providers.

(C) REVIEW OF PRIMARY CARE CASE MAN-
AGEMENT PROVIDER CONTRACT—Each primary
care case management provider shall be sub-
ject to an annual external independent re-
view of the quality and timeliness of, and ac-
cess to. the items and services specified in
the contract entered into between the State
and the primary care case management pro-
vider under section 1932(a)(l)(B).

(4) FEDERAL MONITORING RESPONSIBIL-
ITIES—The Secretary shall review the exter-
nal independent reviews conducted pursuant
to paragraph (3) and shall monitor the effec-
tiveness of the State's monitoring and fol-
lowup activities required under subpara-
graph (A) of paragraph (2). If the Secretary
determines that a State's monitoring and
followup activities are not adequate to en-
sure that the requirements of paragraph (2)
are met, the Secretary shall undertake ap-
propriate followup activities to ensure that
the State improves its monitoring and fol-
lowup activities.

(5) PROVIDING INFORMATION ON SERVICES.—
(A) REQUIREMENTS FOR MEDICAID MANAGED

CARE PLANS.—
'(i) INFORMATION TO THE STATE—Each

medicaid managed care plan shall provide to
the State (at such frequency as the Sec-
retary may require). complete and timely in-
formation concerning the following:

(I) The services that the plan provides to
(or arranges to be provided to) individuals el-
igible for medical assistance under the State
plan under this title.

"(II) The identity, locations, qualifica-
tions, and availability of participating
health care providers.

"(III) The rights and responsibilities of en-
rollees.

(IV) The services provided by the plan
which are subject to prior authorization by
the plan as a condition of coverage (in ac-
cordance with paragraph (6)(A)).

(V) The procedures available to an en-
rollee and a health care provider to appeal
the failure of the plan to cover a service.

(VI) The performance of the plan in serv-
ing individuals eligible for medical assist-
ance under the State plan under this title.

'(ii) INFORMATION TO HEALTH CARE PROVID-
ERS, ENROLLEES. AND POTENTIAL ENROLLEES.—
Each medicaid managed care plan shall—

(I) upon request. make the information
described in clause (i) available to partici-
pating health care providers, enrollees, and
potential enrollees in the plan's service area:
and

"(II) provide to enrollees and potential en-
rollees information regarding all items and
services that are available to enrollees under
the contract between the State and the plan
that are covered either directly or through a
method of referral and prior authorization.

(B) REQUIREMENTS FOR PRIMARY CARE CASE
MANAGEMENT PROVIDERS—Each primary care
case management provider shall'—
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(i) provide to the State (at such frequency

as the Secretary may require). complete and
timely information concerning the services
that the primary care case management pro-
vider provides to (or arranges to be provided
to) individuals eligible for medical assist-
ance under the State plan under this title;

(ii) make available to enrollees and po-
tential enrollees information concerning
services available to the enrollee for which
prior authorization by the primary care case
management provider is required: and

(iii) provide enrollees and potential en-
rollees information regarding all items and
services that are available to enrollees under
the contract between the State and the pri-
mary care case management provider that
are covered either directly or through a
method of referral and prior authorization.

"(iv) provide assurances that such entities
and their professional personnel are licensed
as required by State law and qualified to pro-
vide case management services, through
methods such as ongoing monitoring of com-
pliance with applicable requirements and
providing information and technical assist-
ance.

"(C) REQUIREMENTS FOR BOTH MEDICAID
MANAGED CARE PLANS AND PRIMARY CARE CASE
MANAGEMENT PROVIDERS—Each eligible man-
aged care provider shall provide the State
with aggregate encounter data for early and
periodic screening. diagnostic, and treat-
ment services under section 1905(r) furnished
to individuals under 21 years of age. Any
such data provided may be audited by the
State and the Secretary.

"(6) TIMELINESS OF PAYMENT—An eligible
managed care provider shall make payment
to health care providers for items and serv-
ices which are subject to the contract under
section 1931(a)(l)(B) and which are furnished
to individuals eligible for medical assistance
under the State plan under this title who are
enrolled with the provider on a timely basis
and under the claims payment procedures de-
scribed in section 1902(a)(37)(A), unless the
health care provider and the eligible man-
aged care provider agree to an alternate pay-
ment schedule.

(7) ADDITIONAL QUALITY ASSURANCE RE-
QUIREMENTS FOR MEDICAID MANAGED CARE
PLANS.—

"(A) CONDITIONS FOR PRIOR ATJThORIZA-
TION.—A medicaid managed care plan may
require the approval of medical assistance
for nonemergency services before the assist-
ance is furnished to an enrollee only if the
system providing for such approval—

(i) provides that such decisions are made
in a timely manner, depending upon the ur-
gency of the situation; and

"(ii) permits coverage of medically nec-
essary medical assistance provided to an en-
rollee without prior authorization in the
event of an emergency.

'(B) INTERNAL GRIEVANCE PROCEDURE.—
Each medicaid managed care plan shall es-
tablish an internal grievance procedure
under which a plan enrollee or a provider on
behalf of such an enrollee who is eligible for
medical assistance under the State plan
under this title may challenge the denial of
coverage of or payment for such assistance.

"(C) USE OF UNIQUE PHYSICIAN IDENTIFIER
FOR PARTICIPATING PHYSICIANS—Each medic-
aid managed care plan shall require each
physician providing services to enrollees eli-
gible for medical assistance under the State
plan under this title to have a unique identi-
fier in accordance with the system estab-
lished under section 1902(x).

(D) PATIENT ENCOUNTER DATA.—
(i) IN GENERAL—Each medicaid managed

care plan shall maintain sufficient patient
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encounter data to identify the health care
provider who delivers services to patients
and to otherwise enable the State plan to
meet the requirements of section 1902(a)(27).
The plan shall incorporate such information
in the maintenance of patient encounter
data with respect to such health care pro-
vider.

"(ii) COMPLIANCE—A medicaid managed
care plan shall—

(I) submit the data maintained under
clause (i) to the State: or

(II) demonstrate to the State that the
data complies with managed care quality as-
surance guidelines established by the Sec-
retary in accordance with clause (iii).

(iii) STANDARDS—In establishing man-
aged care quality assurance guidelines under
clause (ii)(II). the Secretary shall consider—

• (I) managed care industry standards for—
• (aa) internal quality assurance: and
"(bb) performance measures: and
"(II) any managed care quality standards

established by the National Association of
Insurance Commissioners.

(E) PAYMENTS TO HOSPITALS.—A medicaid
managed care plan shall—

(i) provide the State with assurances that
payments for hospital services are reason-
able and adequate to meet the costs which
must be incurred by efficiently and economi-
cally operated facilities in order to provide
such services to individuals enrolled with the
plan under this title in conformity with ap-
plicable State and Federal laws. regulations.
and quality and safety standards:

"(ii) report to the State at least annually—
"(I) the rates paid to hospitals by the plan

for items and services furnished to such indi-
viduals,

'(II) an explanation of the methodology
used to compute such rates, and

(III) a comparison of such rates with the
rates used by the State to pay for hospital
services furnished to individuals who are eli-
gible for benefits under the program estab-
lished by the State under this title but ar
not enrolled in a medicaid managed care
plan: and

(iii) if the rates paid by the plan are lower
than the rates paid by the State (as de-
scribed in clause (ii)(III)), an explanation of
why the rates paid by the plan nonetheless
meet the standard described in clause (i).

(d) DUE PROCESS REQIJIREMENTS FOR ELI-
GIBLE MANAGED CARE PROVIDERS.—

(I) DENiAL OF OR UNREASONABLE DELAY IN
DETERMINING COVERACE AS GROUNDS FOR
HEARING—If an eligible managed care pro-
vider—

CA) denies coverage of or payment for
medical assistance with respect to an en-
rollee who is eligible for such assistance
under the State plan under this title: or

(B) fails to make any eligibility or cov-
erage determination sought by an enrollee
or. in the case of a medicaid managed care
plan, by a participating health care provider
or enrollee. in a timely manner, depending
upon the urgency of the situation, the en-
rollee or the health care provider furnishing
such assistance to the enrollee (as applica-
ble) may obtain a hearing before the State
agency administering the State plan under
this title in accordance with section
1902(a)(3), but only, with respect to a medic-
aid managed care plan, after completion of
the internal grievance procedure established
by the plan under subsection (c)(6)(B).

(2) COMPLETION OF INTERNAL GRIEVANCE
PROCEDURE—Nothing in this subsection shall
require completion of an internal grievance
procedure if such procedure does not exist or
if the procedure does not provide for timely
review of health needs considered by the en-
rollees health care provider to be of an ur-
gent nature.

(e) MISCELLANEOUS.—
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INSOLVENCY OF ELIGIBLE MANAGED CARE PRO-
VIDERS AND AGAINST THE FAiLURE OF THE
STATE TO PAY SUCH PROVIDERS—Each eligible
managed care provider shall provide that an
individual eligible for medical assistance
under the State plan under this title who is
enrolled with the provider may not be held
liable—

(A) for the debts of the eligible managed
care provider, in the event of the provider's
insolvency:

(B) for services provided to the individ-
ual—

U) in the event of the provider failing to
receive payment from the State for such
services: or

(ii) in the event of a health care provider
with a contractual or other arrangement
with the eligible managed care provider fail-
ing to receive payment from the State or the
eligible managed care provider for such serv-
ices: or

(C) for the debts of any health care pro-
vider with a contractual or other arrange-
ment with the provider to provide services to
the individual, in the event of the insolvency
of the health care provider.

(2) TREATMENT OF CHILDREN WTfl-I SPECIAL
HEALTH CARE NEEDS,—

(A) IN GENERAL—In the case of an en-
rollee of an eligible managed care provider
who is a child with special health care
needs—

'(i) if any medical assistance specified in
the contract with the State is identified in a
treatment plan prepared for the enrollee by
a program described in subparagraph (C). the
eligible managed care provider shall provide
(or arrange to be provided) such assistance in
accordance with the treatment plan either—

'(I) by referring the enrollee to a pediatric
health care provider who is trained and expe-
rienced in the provision of such assistance
and who has a contract with the eligible
managed care provider to provide such as-
sistance: or

(II) if appropriate services are not avail-
able through the eligible managed care pro-
vider, permitting such enrollee to seek ap-
propriate specialty services from pediatric
health care providers outside of or apart
from the eligible managed care provider; and

(ii) the eligible managed care provider
shall require each health care provider with
whom the eligible managed care provider has
entered into an agreement to provide medi-
cal assistance to enrollees to furnish the
medical assistance specified in such enroll-
ee's treatment plan to the extent the health
care provider is able to carry out such treat-
ment plan.

(B) PRIOR AISrHORIZATION.—An enrollee re-
ferred for treatment under subparagraph
(A)(i)(I), or permitted to seek treatment out-
side of or apart from the eligible managed
care provider under subparagraph (A)(i)(II)
shall be deemed to have obtained any prior
authorization required by the provider.

• (C) CHILD WITH SPECIAL HEALTH CARE
NEEDS—For purposes of subparagraph (A). a
child with special health care needs is a child
who is receiving services under—

'(i) a program administered under part B
or part 1-I of the Individuals with Disabilities
Education Act;

(ii) a program for children with special
health care needs under title V:

'(iii) a program under part B or part D of
title IV; or

'(iv) any other program for children with
special health care needs identified by the
Secretary.

• '(3) PHySICIj. INCENTiVE PLANS—Each
medicaid managed care plan shall require
that any physician incentive plan covering
physicians who are participating in the med-
icaid managed care plan shall meet the re-
quirements of section 1876(i)(8).
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(4) INCENTIVES FOR HIGH QUALITY ELIGIBLE

MANAGED CARE PROVIDERS—The Secretary
and the State may establish a program to re-
ward. through public recognition, incentive
payments, or enrollment of additional indi-
viduals (or combinations of such rewards),
eligible managed care providers that provide
the highest quality care to individuals eligi-
ble for medical assistance under the State
plan under this title who are enrolled with
such providers. For purposes of section
1903(a)(7). proper expenses incurred by a
State in carrying out such a program shall
be considered to be expenses necessary for
the proper and efficient administration of
the State plan under this title.".

(d) CLARIFICATION OF APPLICATION OF FFP
DENiAL RULES TO PAYMENTS MADE PJRSUANT
TO MEDICAID MANAGED CARE PLANS—Section
1903(i) of such Act (42 U.S.C. 1396b(i)) is
amended by adding at the end the following
sentence: 'Paragraphs (l)(A). (l)(B). (2). (5).
and (12) shall apply with respect to items or
services furnished and amounts expended by
or through an eligible managed care provider
(as defined in section 1933(a)(l)) in the same
manner as such paragraphs apply to items or
services furnished and amounts expended di-
rectly by the State.".

(e) CLARIFICATION OF CERTIFICATION RE-
QUIREMENTS FOR PHYSICIANS PROVIDING SERV-
ICES TO CHILDREN AND PREGNANT WOMEN.—
Section 1903(i)(12) of such Act (42 U.S.C.
1396b(i)(12)) is amended—

(I) in subparagraph (A)(i). to read as fol-
lows:

(1) is certifie4 in family practice or pedi-
atrics by the medical specialty board recog-
nized by the American Board of Medical Spe-
cialties for family practice or pediatrics or is
certified in general practice or pediatrics by
the medical specialty board recognized by
the American Osteopathic Association,';

(2) in subparagraph (B)(i). to read as fol-
lows:

(i) is certified in family practice or ob-
stetrics by the medical specialty board rec-
ognized by the American Board of Medical
Specialties for family practice or obstetrics
or is certified in family practice or obstet-
rics by the medical specialty board recog-
nized by the American Osteopathic Associa-
tion.": and

(3) in both subparagraphs (A) and (B)—
(A) by striking "or" at the end of clause

(v):
(B) by redesignating clause (vi) as clause

(vii): and
(C) by inserting after clause (v) the follow-

ing new clause:
(vi) delivers such services in the emer-

gency department of a hospital participating
in the State plan approved under this title,
or

SEC. 7103. ADDrrIONAL REQUIREMENTS FOR
MEDICAID MANAGED CARE PLANS.

Section 1933 of the Social Security Act. as
added by section 7102(c) (2), is amended—

(I) by redesignating subsections (d) and (e)
as subsections (e) and (f). respectively: and

(2) by inserting after subsection (c) the fol-
lowing new subsection:

(d) ADDITIONAL REQUIREMENTS FOR MEDIC-
AID MANAGED CARE PLANS.—

(I) DEMONSTRATION OF ADEQUATE CAPACITY
AND SERVICES.—

(A) IN GENERAL—Subject to subparagraph
(C). each medicaid managed care plan shall
provide the State and the Secretary with
adequate assurances (as determined by the
Secretary) that the plan, with respect to a
service area—

'(i) has the capacity to serve the expected
enrollment in such service area;

(ii) offers an appropriate range of services
for the population expected to be enrolled in
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such service area, including transportation
services and translation services consisting
of the principal languages spoken in the
service area:

(iii) maintains sufficient numbers of pro-
viders of services included in the contract
with the State to ensure that services are
available to individuals receiving medical
assistance and enrolled in the plan to the
same extent that such services are available
to individuals enrolled in the plan who are
not recipients of medical assistance under
the State plan under this title;

(iv) maintains extended hours of oper-
ation with respect to primary care services
that are beyond those maintained during a
normal business day;

(v) provides preventive and primary care
services in locations that are readily acces-
sible to members of the community: and

(vi) provides information concerning edu-
cational, social, health, and nutritional serv-
ices offered by other programs for which en-
rollees may be eligible.

(vii) complies with such other recuire-
ments relating to access to care as the Sec-
retary or the State may impose.

(B) PROOF OF ADEQUATE PRIMARY CARE CA-
PACITY AND SERVICES—Subject to subpara-
graph (C). a medicaid managed care plan
that contracts with a reasonable numbe- of
primary care providers (as determined by the
Secretary) and whose primary care member-
ship includes a reasonable number (as so de-
termined) of the following providers will be
deemed to have satisfied the requirements of
subparagraph (A):

(i) Rural health clinics, as defined in sec-
tion 1905(1) (1).

'(ii) Federally-qualified health centers, as
defined in section 1905(l)(2)(B).

"(iii) Clinics which are eligible to receive
payment for services provided under title X
of the Public Health Service Act.

(C) SUFFICIENT PROVIDERS OF SPECIALIZED
SERVICES—Notwithstanding subparagraphs
(A) and (B). a medicaid managed care plan
may not be considered to have satisfied the
requirements of subparagraph (A) if the plan
does not have a sufficient number (as deter-
mined by the Secretary) of providers of spe-
cialized services, including perinatal and pe-
diatric specialty care, to ensure that such
services are available and accessible.

(2) WRITTEN PROVIDER PARTICIPATION
AGREEMENTS FOR CERTAIN PROVIDERS—Each
medicaid managed care plan that enters into
a written provider participation agreement
with a provider described in paragraph (I)(B)
shall—

(A) include terms and conditions that are
no more restrictive than the terms and con-
ditions that the medicaid managed care plan
includes in its agreements with other' par-
ticipating providers with respect to—

'(i) the scope of covered services for which
payment is made to the provider;

"(ii) the assignment of enrollees by the
plan to the provider;

••(iii) the limitation on financial risk or
availability of financial incentives to the
provider:

"(iv) accessibility of care:
• (v) professional credentialing and

recredentialing:
(vi) licensure:

"(vii) quality and utilization management:
"(viii) confidentiality of patient records:
"(ix) grievance procedures: and

(x) indemnification arrangements be-
tween the plans and providers; and

'(B) provide for payment to the provider
on a basis that is comparable to the basis on
which other providers are paid..
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SEC. 7104. PREVENTING FRAUD IN MEDICAID

MANAGED CARE.
(a) IN GENERAL—Section 1933 of the Social

Security Act, as added by section 7102(c)(2)
and amended by section 7103. is amended—

(I) by redesignating subsection (f) as sub-
section (g): and

(2) by inserting after subsection (e) the fol-
lowing new subsection:

'(f) ANTI-FRAUD PROVISIONS.—
(I) PROVISIONS APPLICABLE TO ELIGIBLE

MANAGED CARE PROVIDERS.—
"(A) PROI-UBITING AFFILIATIONS W1Th INDI-

VIDUALS DEBARRED BY FEDERAL AGENCIES.—
(i) IN GENERAL—An eligible managed care

provider may not knowingly—
(I) have a person described in clause (iii)

as a director, officer, partner, or person with
beneficial ownership of more than 5 percent
of the plans equity; or

(II) have an employment, consulting, or
other agreement with a person described in
clause (iii) for the provision of items and
services that are significant and material to
the organization's obligations under its con-
tract with the State.

(ii) EFFECT OF NONCOMPLIANCE—If a State
finds that an eligible managed care provider
is not in compliance with subclause (I) or (II)
of clause (i), the State—

(I) shall notify the Secretary of such non-
compliance;

(II) may continue an existing agreement
with the provider unless the Secretary (in
consultation with the Inspector General of
the Department of Health and Human Serv-
ices) directs otherwise: and

(III) may not renew or otherwise extend
the duration of an existing agreement with
the provider unless the Secretary (in con-
sultation with the Inspector General of the
Department of Health and Human Services)
provides to the State and to the Congress a
written statement describing compelling
reasons that exist for renewing or extending
the agreement.

"(iii) PERSONS DESCRJBED.—A person is de-
scribed in this clause if such person—

'(I) is debarred or suspended by the Fed-
eral Government, pursuant to the Federal
acquisition regulation, from Government
contracting and subcontracting;

(II) is an affiliate (within the meaning of
the Federal acquisition regulation) of a per-
son described in clause (i); or

"(III) is excluded from participation in any
program under title XVIII or any State
health care program, as defined in section
1128(h).

"(B) RESTRICTIONS ON rtkRKEFING,—
(i) DISTRIBJJrJON OF MATERIALS.—

"(I) IN GENERAL—An eligible managed care
provider may not distribute marketing ma-
terials within any State—

(aa) without the prior approval of the
State: and

"(bb) that contain false or materially mis-
leading information.

(II) PROiuBmON.—The State may not
enter into or renew a contract with an eligi-
ble managed care provider for the provision
of services to individuals enrolled under the
State plan under this title if the State deter-
mines that the provider intentionally dis-
tributed false or materially misleading infor-
mation in violation of subclause (I)(bb).

"(ii) SERVICE MARKET—An eligible man-
aged care provider shall distribute market-
ing materials to the entire service area of
such provider.

'(iii) PROHiBITION OF TIE-INS—An eligible
managed care provider, or any agency of
such provider. may not seek to influence an
individuals enrollment with the provider in
conjunction with the sale of any other insur-
ance,

"(iv) PROI-UBITING MARKETING FRAUD—Each
eligible managed care provider shall comply
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with such procedures and conditions as the
Secretary prescribes in order to ensure that.
before an individual is enrolled with the pro-
vider, the individual is provided accurate
and sufficient information to make an in-
for-med decision whether or not to enroll.

(2) PROVISIONS APPLICABLE ONLY TO MEDIC-
AID MANAGED CARE PLANS.—

(A) STATE CONFLICT-OF-INTEREST SAFE-
GUARDS IN MEDICAID RISK CONTRACTING—A
medicaid managed care plan may not enter
into a contract with any State under section
1932(a)(l)(B) unless the State has in effect
conflict-of-interest safeguards with respect
to officers and employees of the State with
responsibilities relating to contracts with
such plans or to the default enrollment proc-
ess described in section 1932(a)(1)(D)(iv) that
are at least as effective as the Federal safe-
guards provided under section 27 of the Office
of Federal Procurement Policy Act (41 U.S.C.
423), against conflicts of interest that apply
with respect to Federal procurement offi-
cials with comparable responsibilities with
respect to such contracts.

(B) REQUIRING DISCLOSURE OF FINANCIAL.
INFORMATION—In addition to any require-
ments applicable under section 1902(a) (27) or
1902(a)(35), a medicaid managed care plan
shall—

(i) report to the State (and to the Sec-
retary upon the Secretary's request) such fi-
nancial information as the State or the Sec-
retary may require to demonstrate that—

(I) the plan has the ability to bear the
risk of potential financial losses and other-
wise has a fiscally sound operation:

'(II) the plan uses the funds paid to it by
the State and the Secretary for activities
consistent with the requirements of this
title and the contract between the State and
plan; and

(III) the plan does not place an individual
physician, physician group. or other health
care provider at substantial risk (as deter-
mined by the Secretary) for services not pro-
vided by such physician. group, or health
care provider, by providing adequate protec-
tion (as determined by the Secretary) to
limit the liability of such physician, group,
or health care provider, through measures
such as stop loss insurance or appropriate
risk corridors;

"(ii) agree that the Secretary and the
State (or any person or organization des-
ignated by either) shall have the right to
audit and inspect any books and records of
the plan (and of any subcontractor) relating
to the information reported pursuant to
clause (i) and any information required to be
furnished under section paragraphs (27) or
(35) of section 1902(a):

(iii) make available to the Secretary and
the State a description of each transaction
described in subparagraphs (A) through (C) of
section 1318(a) (3) of the Public Health Serv-
ice Act between the plan and a party in in-
terest (as defined in section 1318(b) of such
Act): and

(iv) agree to make available to its enroll-
ees upon reasonable request—

"(I) the information reported pursuant to
clause (i) and

"(II) the information required to be dis-
closed under sections 1124 and 1126.

'(C) ADEQUATE PROVISION AGAINST RISK OF
INSOLVENCY.—

'(i) ESTABLISHMENT OF STANDARDS—The
Secretary shall establish standards, includ-
ing appropriate equity standards, under
which each medicaid managed care plan
shall make adequate provision against the
risk of insolvency,

(ii) CONSIDERATION OF OTHER STANDARDS.—
In establishing the standards described in
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clause (i), the Secretary shall consider - sol-
vency standards applicable to eligible orga-
nizations with a risk-sharing contract under
section 1876.

(iii) MODEL CONTRACT ON SOLVENCY—-At
the earliest practicable time after the date
of enactment of this section. the Secretary
shall issue guidelines and regulations con-
cerning solvency standards for risk contract-
ing entities and subcontractors of such risk
contracting entities. Such guidelines and
regulations shall take into account charac-
teristics that may differ among risk con-
tracting entities including whether such an
entity is at risk for inpatient hospital serv-
ices.

(D) REQUIRING REPORT ON NET EARNINGS
AND ADDmONAL BENEFITS—Each medicaid
managed care plan shall submit a report to
the State and the Secretary not later than 12
months after the close of a contract year
containing—

(i) the most recent audited financial
statement of the plan's net earnings, in ac-
cordance with guidelines established by the
Secretary in consultation with the States,
and consistent with generally accepted ac-
counting principles; and

(ii) a description of any benefits that axe
in addition to the benefits required to be pro-
vided under the contract that were provided
during the contract year to members en-
rolled with the plan and entitled to medical
assistance under the State plan under this
title.''.
SEC. 7105. ASSURING ADEQUACY OF PAYMENTS

TO MEDICAID MANAGED CARE
PLANS AND PROVIDERS.

Title XIX of the Social Security Act, as
amended by sections 7001, 7101(a). and 7102(c).
is further amended—

(1) by redesignating section 1934 as section
1935; and

(2) by inserting after section 1933 the fol-
lowing new section:
"ASSURING ADEQUACY OF PAYMENTS TO MEDIC-

AID MANAGED CARE PLANS AND PROVIDERS

'SEC. 1934. As a condition of approval of a
State plan under this title, a State shall—

(1) find, determine, and make assurances
satisfactory to the Secretary that—

(A) the rates it pays medicaid managed
care plans for individuals eligible under the
State plan are reasonable and adequate to
assure access to services meeting profes-
sionally recognized quality standards, taking
into account—

(i) the items and services to which the
rate applies.

(ii) the eligible population. and
(iii) the rate the State pays providers for

suchitems and services; and
"(B) the methodology used to adjust the

rate adequately reflects the varying risks as-
sociated with individuals actually enrolling
in each medicaid managed care plan: and

"(2) report to the Secretary, at least annu-
ally. on—

-. (A) the rates the States pays to medicaid
managed care plans, and

(B) the rates medicaid managed care
plans pay for hospital services (and such
other information as medicaid managed care
plans are required to submit to the State
pursuant to section 1933(c) (5) (E).".
SEC. 7106. SANCTIOr4S FOR r4ONCOMPLIANCE BY

ELIGIBLE MAr4AGED CARE PROVID-
ERS.

(a) SANCTIONS DESCRIBED—Title XIX of
such Act (42 U.S.C. 1396 et seq.), as pre-
viously amended, is further amended—

(1) by redesignating section 1934 as section
1935: and

(2) by inserting after section 1934 the fol-
lowing new section:
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SANCTIONS FOR NONCOMPLIANCE BY ELIGIBLE

MANAGED CA1E PROVIDERS
'SEC. 1935. (a) USE OF INTERMEDIATE SANC-

TIONS BY THE STATE To ENFORCE REQUiRE-
MENTS.—Each State shall establish inter-
mediate sanctions, which may include any of
the types described in subsection (b) other
than the termination of a contract with an
eligible managed care provider, which the
State may impose against an eligible man-
aged care provider with a contract under sec-
tion 1932(a) (1) (B) if the provider—

'(1) fails substantially to provide medi-
cally necessary items and services that are
required (under law or under such providers
contract with the State) to be provided to an
enrollee covered under the contract, if the
failure has adversely affected (Or has a sub-
stantial likelihood of adversely affecting)
the enrollee:

'(2) imposes premiums on enrollees in ex-
cess of the premiums permitted under this
title;

"(3) acts to discriminate among enrollees
on the basis of their health status or require-
ments for health care services. including ex-
pulsion or refusal to reenroll an individual,
except as permitted by sections 1932 and 1933,
or engaging in any practice that would rea-
sonably be expected to have the effect of de-
nying or discouraging enrollment with the
provider by eligible individuals whose medi-
cal condition or history indicates a need for
substantial future medical services;

"(4) misrepresents or falsifies information
that is furnished

"(A) to the Secretary or the State under
section 1932 or 1933; or

(B) to an enrollee, potential enrollee, or a

health care provider under such sections; or
(5) fails to comply with the requirements

of section 1876(i) (8).
'(b) INTERMEDiATE SANCTIONS—The sanc-

tions described in this subsection are as fol-
lows:

"(1) Civil money penalties as follows:
"(A) Except as provided in subparagraph

(B). (C). or (D). not more than $25,000 for each
determination under subsection (a).

(B) With respect to a determination under
paragraph (3) or (4)(A) of subsection (a). not
more than $100,000 for each such determina-
tion.

"(C) With respect to a determination under
subsection (a)(2), double the excess amount
charged in violation of such subsection (and
the excess amount charged shall be deducted
from the penalty and returned to the individ-
ual concerned).

(D) Subject to subparagraph (B). with re-
spect to a determination under subsection
(a)(3). $15,000 for each individual not enrolled
as a result of a practice described in such
subsection.

(2) The appointment of temporary man-
agement to oversee the operation of the eli-
gible managed care provider and to assure
the health of the provider's enrollees, if
there is a need for temporary management
while—

(A) there is an orderly termination or re-
organization of the eligible managed care
provider: or

(B) improvements are made to remedy the
violations found under subsection (a). except
that temporary management under this
paragraph may not be terminated until the
State has determined that the eligible man-
aged care provider has the capability to en-
sure that the violations shall not recur.

(3) Permitting individuals enrolled with
the eligible managed care provider to termi-
nate enrollment without cause, and notify-
ing such individuals of such right to termi-
nate enrollment.

'(c) TREATMENT OF CHRONIC SUBSTDARD
PROVIDERS—In the case of an eligible man-
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aged care provider which has repeatedly
failed to meet the requirements of section
1932 or 1933. the State shall (regardless of
what other sanctions are provided) impose
the sanctions described in paragraphs (2) and
(3) of subsection (b).

(d) AUThORITY TO TERNATE COrRAcT.—
In the case of an eligible managed care pro-
vider which has failed to meet the require-
ments of section 1932 or 1933. the State shall
have the authority to terminate its contract
with such provider under section 1932(a) (1) (B)
and to enroll such provider's enrollees with
other eligible managed care providers (or to
permit such enrollees to receive medical as-
sistance under the State plan under this title
other than through an eligible managed care
provider).

(e) AVAiLABILITY OF SANCTIONS TO THE
SECRETARY.—

"(1) INTERrDIATE SANCTIONS—In addition
to the sanctions described in paragraph (2)
and any other sanctions available under law.
the Secretary may provide for any of the
sanctions described in subsection (b) if the
Secretary determines that—

"(A) an eligible managed care provider
with a contract under section 1932(a)(l)(B)
fails to meet any of the requirements of sec-
tion 1932 or 1933; and

'(B) the State has failed to act appro-
priately to address such failure.

(2) DENIA.L OF PAYMENTS 10 THE STATE.—
The Secretary may deny payments to the
State for medical assistance furnished under
the contract under section 1932(a)(l)(B) for

individuals enrolled after the date the Sec-
retary notifies an eligible managed care pro-
vider of a determination under subsection (a)
and until the Secretary is satisfied that the
basis for such determination has been cor-
rected and is not likely to recur,

(0 D!JE PROCESS FOR ELIGIBLE MANAGEDC PROVIDERS.—
"(1) AVAiLABILITY OF HEARING PRIOR TO

TERMINATION OF CONTRACT.—A State may not
terminate a contract with an eligible man-
aged care provider under section 1932(a)(l)(B)
unless the provider is provided with a hear-
ing prior to the termination.

"(2) NOTIcE TO ENROLLEES OF TERMINATION
HEARING—A State shall notify all individ-
uals enrolled with an eligible managed care
provider which is the subject of a hearing to
terminate the provider's contract with the
State of the hearing and that the enrollees
may immediately disenroll with the provider
for cause.

"(3) OTHER PROTECTIONS FOR ELIGIBLE MAN-
AGED CARE PROVIDERS AGAINST SANCTIONS IM-
POSED BY STATE—Before imposing any sanc-
tion against an eligible managed care pro-
vider other than termination of the provid-
er's contract, the State shall provide the
provider with notice and such other due
process protections as the State may pro-
vide. except that a State may not provide an
eligible managed care provider with a
pretermination hearing before imposing the
sanction described in subsection (b)(2).

"(4) IMPOSiTION OF CIVIL MONETARY PEN-
ALTIES BY SECRETARY—The provisions of sec-
tion 1128A (other than subsections (a) and
(b)) shall apply with respect to a civil money
penalty imposed by the Secretary under sub-
section (b)(l) in the same manner as such
provisions apply to a penalty or proceeding
under section 1128A.".

(b) CONFORMING AMENDMENT RELATING TO
TERMINATION OF ENROLLMENT FOR CAUSE.—
Section 1933(b)(2)(B) of the Social Security
Act. as added by this part. is amended by in-
serting after "coercion" the following: ". or
pursuant to the imposition against the eligi-
ble managed care provider of the sanction
described in section 1935(b) (3),".
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SEC. 7107. REPORT ON PUBLIC HEALTH SERV-

ICES.
(a) IN CENE.i...—Not later than January 1,

1994. the Secretary of Health and Human
Services (in this subtitle referred to as the

Secretary') shall report to the Committee
on Finance of the Senate and the Committee
on Commerce of the House of Representa-
tives on the effect of risk contracting enti-
ties (as defined in section 1932 (a) (3) of the So-
cial Security Act) and primary care case
management entities (as defined in section
1932(a)(1) of such Act) on the delivery of and
payment for the services listed in subsection
(f)(2) (C) (ii) of section 1932 of such Act.

(b) CONTENTS OF REPORT—The report re-
ferred to in subsection (a) shall include—

(1) information on the extent to which en-
rollees with risk contracting entities and
primary care case management programs
seek services at local health departments,
public hospitals. and other facilities that
provide care without regard to a patients
ability to pay:

(2) information on the extent to which the
facilities described in paragraph (1) provide
services to enrollees with risk contracting
entities and primary care case management
programs without receiving payment:

(3) information on the effectiveness of sys-
tems implemented by facilities described in
paragraph (1) for educating such enrollees on
services that are available through the risk
contracting entities or primary care case
management programs with which such en-
rollees are enrolled:

(4) to the extent possible. identification of
the types of services most frequently sought
by such enrollees at such facilities; and

(5) recommendations about how to ensure
the timely delivery of the services listed in
subsection (f)(2)(C)(ii) of section 1931 of the
Social Security Act to enrollees of risk con-
tracting entities and primary care case man-
agement entities and how to ensure that
local health departments public hospitals,
and other facilities are adequately com-
pensated for the provision of such services to
such enrollees.
SEC. 7108. REPORT ON PAYMENTS TO HOSPITALS.

(a) IN GENERAL.—Not later than October I
of each year, beginning with October 1, 1996,
the Secretary and the Comptroller General
shall analyze and submit a report to the
Committee on Finance of the Senate and the
Committee on Commerce of the House of
Representatives on rates paid for hospital
services under coordinated care programs de-
scribed in section 1932 of the Social Security
Act. S0634

(b) CdNTENTS OF REPORT—The information
in the report described in subsectiom (a)
shall—

(I) be organized by State. type of hospital.
type of service. and

(2) include a comparison of rates paid for
hospital services under coordinated care pro-
grams with rates paid for hospital services
furnished to individuals who are entitled to
benefits under a State plan under title XIX
of the Social Security Act and are not en-
rolled in such coordinated care programs.

(c) REPORTS BY STATES—Each State shall
transmit to the Secretary, at such time and
in such manner as the Secretary determines
appropriate, the information on hospital
rates submitted to such State under section
1932(b) (3) (P) of such Act.
SEC. 7109. CONFORMING AMENDMENTS.

(a) EXCLUSION OF CERTAIN INDIVIDUALS AND
EmTIES FROM PARTICIPATION IN PROGRAM.—
Section 1I28(b)(6)(C) of the Social Security
Act (42 U.S.C. 1320a-7(b) (6) (C)) is amended—

(1) in clause (i), by striking a health
maintenance organization (as defined in sec-
tion 1903(m))' and inserting an eligible
managed care provider, as defined in section
1933(a)(l).': and

(2) in clause (ii), by inserting section 1115
or" after approved under.

(b) STATE PLAN REQUIREMENTS. —Section
1902 of such Act (42 U.S.C. 1396a) is amend-
ed—

(1) in subsection (a)(30)(C). by striking
section 1903(m) and inserting section

1932(a)(1)(B)': and
(2) in subsection (a)(57). by striking hos-

pice program, or health maintenance organi-
zation (as defined in section 1903(m)(l)(A))
and inserting or hospice program':

(3) in subsection (e)(2)(A). by striking or
with an entity described in paragraph
(2) (B) (iii). (2)(E). (2)(G). or

(6) of section 1903(m) under a contract de-
scribed in section 1903(m)(2)(A):

(4) in subsection (p)(2)—
(A) by striking a health maintenance or-

ganization (as defined in section 1903(m))
and inserting an eligible managed care pro-
vider, as defined in section 1933(a)(1).:

(B) by striking an organization and in-
serting a provider': and

(C) by striking any organization and in-
serting any provider': and

(5) in subsection (w)(l), by striking sec-
tions 1903(m)(l)(A) and' and inserting sec-
tion".

(c) PAYNT TO STAmS.—Section
1903(w)(7)(A)(viii) of such Act (42 U.S.C.
1396b(w) (7) (A) (viii)) is amended to read as fol-
lows:

(viii) Services of an eligible managed care
provider with a contract under section
1932(a) (1) (B).'.

(d) USE OF ENROLLMENT FEES AND OTHER
CHARCES.—Section 1916 of such Act (42 U.S.C.
1396o) is amended in subsections (a)(2)(D) and
(b)(2)(D) by striking a health maintenance
organization (as defined in section 1903(m))'
and inserting an eligible managed care pro-
vider, as defined in section 1933(a)(l). each
place it appears.

(e) E)CTENSION OF ELICIBILITY FOR MEDICAL
ASSISTANCE—Section 1925(b) (4) (D) (iv) of such
Act (42 U.S.C. 1396r-6(b)(4)(D)(iv)) is amended
to read as follows:

(iv) ENROLLMENT WITH ELICIBLE MANACED
CARE PROVIDER—Enrollment of the care-
taker relative and dependent children with
an eligible managed care provider, as defined
in section 1933(a)(l), less than 50 percent of
the membership (enrolled on a prepaid basis)
of which consists of individuals who are eli-
gible to receive benefits under this title
(other than because of the option offered
under this clause). The option of enrollment
under this clause is in addition to. and not in
lieu of. any enrollment option that the State
might offer under subparagraph (A)(i) with
respect to receiving services through an eli-
gible managed care provider in accordance
with sections 1932. 1933, and 1934..

(f) ASSURINC ADEQUATE PAYMENT LEVELS
FOR OBSTETRICAL AND PEDIATRIC SERVICES.—
Section 1926(a) of such Act (42 U.S.C. 1396r-
7(a)) is amended in paragraphs () and (2) by
striking "health maintenance organizations
under section 1903(m) and inserting eligi-
ble managed care providers under contracts
entered into under section 1932(a)(1)(B) each
place it appears.

(g) PAYMENT FOR COVERED OUTPATIENT
DRUCS.—Section 1927(j)(I) of such Act (42
U.S.C. 1396r-8(j)(l)) is amended by striking
"Health Maintenance Organizations. in-
cluding those organizations that contract
under section 1903(m). and inserting
health maintenance organizations and med-

icaid managed care plans. as defined in sec-
tion 1933(a)(2)..

(h) DEMONSTRATION PROJECTS TO STUDY
EFFECT OF ALLO\NC STATES TO EXTEND
MEDICAID COVERACE FOR CERTAIN FAMILIES.—
Section 4745(a) (5) (A) of the Omnibus Budget
Reconciliation Act of 1990 (42 U.S.C. 1396a
note) is amended by striking (except sec-
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tion 1903(m)" and inserting (except sections
1932. 1933. and 1934)'.
SEC. 7110. EFFECTIVE DATE STATUS OF WAIV-

ERS.

(a) EFFECTIVE DATE—Except as provided in
subsection (b). the amendments made by this
subtitle shall apply to medical assistance
furnished—

(1) during quarters beginning on or after
October 1. 1996; or

(2) in the case of assistance furnished
under a contract described in section 7102(b).
during quarters beginning after the earlier
of—

(A) the date of the expiration of the con-
tract; or

(B) the expiration of the 1-year period
which begins on the date of the enactment of
this Act.

(b) APPLICATION TO WAIVERS.—
(1) EXISTINC WAIVERS—If any waiver grant-

ed to a State under section 1115 or 1915 of the
Social Security Act (42 U.S.C. 1315. 1396n) or
otherwise which relates to the provision of
medical assistance under a State plan under
title XIX of the such Act (42 U.S.C. 1396 et
seq.). is in effect or approved by the Sec-
retary of Health and Human Services as of
the applicable effective date described in
subsection (a), the amendments made by this
subtitle shall not apply with respect to the
State before the expiration (determined
without regard to any extensions) of the
waiver to the extent such amendments are
inconsistent with the terms of the waiver.

(2) SECRETARIAL EVALUATION AND REPORT
FOR EXISTINC WAIVERS AND EXTENSIONS.—

(A) PRiOR TO APPROVAL—On and after the
applicable effective date described in sub-
section (a), the Secretary, prior to extending
any waiver granted under section 1115 or 1915
of the Social Security Act (42 U.S.C. 1315.
1396n) or otherwise which relates to the pro-
vision of medical assistance under a State
plan under title XIX of the such Act (42
U.S.C. 1396 et seq.). shall—

(i) conduct an evaluation of—
(I) the waivers existing under such sections

or other provision of law as of the date of the
enactment of this Act: and

(II) any applications pending. as of the
date of the enactment of this Act, for exten-
sions of waivers under such sections or other
provision of law: and

(ii) submit a report to the Congress rec-
ommending whether the extension of a waiv-
er under such sections or provision of law
should be conditioned on the State submit-
ting the request for an extension complying
with the provisions of sections 1932. 1933. and
1934 of the Social Security Act (as added by
this subtitle).

(B) DEEMED APPROVAL—If the Congress has
not enacted legislation based on a report
submitted under subparagraph (A)(ii) within
120 days after the date such report is submit-
ted to the Congress, the recommendations
contained in such report shall be deemed to
be approved by the Congress.
Subtitle C—Additional Reforms of Medicaid

Acute Care Program
SEC. 7201. PERMIrFING INCREASED FLEXIBILITY

IN MEDICAID COST-SHARING.
(a) IN GENERAL—Subsections (a)(3) and

(b)(3) of section 1916 of the Social Security
Act (42 U.S.C. 13960) are amended by striking
everything that follows other care and serv-
ices' and inserting the following: will be es-
tablished pursuant to a public schedule of
charges and will be adjusted to reflect the in-
come, resources, and family size of the indi-
vidual provided the item or service.'.

(b) EFFECTIVE DATE—The amendments
made by subsection (a) shall apply to items
and services furnished on or after the first
day of the first calendar quarter beginning
after the date of the enactment of this Act.
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SEC. 7203. DELAY IN APPLICATION OF NEW RE-

QUIREMENTS.
(a) DELAY IN IMPLEMENTATiON.—
(I) IN GENERAL—Notwithstanding any

other provision of law, no change in law—-
(A) which has the effect of imposing a re-

quirement on a State under a State plan
under title XIX of the Social Security Act.
and

(B) with respect to the Secretary of Health
and Human Services is required to issue reg-
ulations to carry out such requirement.
shall take effect until the date the Secretary
promulgates such regulation as a final regu-
lation.

(2) STATE OPTION—Except as otherwise
provided by the Secretary, a State may elect
to have a change in a law described in para-
graph (I) apply with respect to the State dur-
ing the period (or portion thereof) in which
the change would have taken effect but for
paragraph (I).

(b) PROWBITION OF CHANCES IN FINAL RECU-
LATIONS DURING A FISCAL YEAR.—

(1) IN GENERAL—Except as provided in
paragraph (2), any change in a regulation of
the Secretary of Health and Human Services
relating to the medicaid program under title
XIX of the Social Security Act shall not be-
come effective until the beginning of the fis-
cal year following the fiscal year in whieh
the change was promulgated.

(2) STATE OPTJON.—Except as otherwise
provided by the Secretary, a State may elect
to have a change in a regulation described in
paragraph (I) apply with respect to the State
during the period (or portion thereof) in
which the change would have taken effect
but for paragraph (I).

(c) SENSE OF CONGRESS REGARDING FED-
ERAL PAYMENT FOR NEW MEDICAID MAN-
DATES—It is the sense of Congress that if a
State is required by future legislation to pro-
vide for additional services, eligible individ-
uals. or otherwise incur additional costs
under its medicaid program under title XIX
of the Social Security Act, the Federal Gov-
ernment shall provide for full payment of
any such additional costs for at least the
first two years in which such requirement
applies.
SEC. 7204. DEADLINE ON ACTION ON WAIVERS.

(a) IN GENERAL,—In considering applica-
tions for medicaid waivers—

(1) the application shall be deemed granted
unless the Secretary of Health and Human
Services, within ninety days after the date of
the submission of the application of the Sec-
retary. either denies the application in writ-
ing or informs the applicant in writing with
respect to any additional information which
is needed in order to make a final determina-
tion with respect to the application, and

(2) after the date the Secretary receives
such additional information, the application
shall be deemed granted unless the Secretary
within ninety days of such date, denies such
application.

(b) MEDICAID WAIVERS—In this section, the
term ' medicaid waiver means the request
of a State for a waiver of a provision of title
XIX of the Social Security Act (or of another
provision of law that applies to State plans
under such title), and includes such a waiver
under the authority of section 1115 or section
1915 of the Social Security Act or under sec-
tion 222 of the Social Security Amendments
of 1972 and section 402(a) of the Social Secu-
rity Amendments of 1967.

Subtitle D—National Commission on
Medicaid Restructuring

SEC. 7301. ESTABLISHMENT OF COMMISSION.
(a) IN GENERAL—There is hereby estab-

lished the National Commission on Medicaid
Restructuring (in this subtitle referred to as
the 'Commission').

(b) COMPOSITION—The Commission shall be
composed as follows:
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(1) 2 FEDERAL OFFICIALS.—The President

shall appoint 2 Federal officials, one of
whom the President shall designate as chair-
person of the Commission.

(2) 4 MEMBERS OF CONGRESS.—(A) The
Speaker of the House of Representatives
shall appoint one Member of the House as a
member.

(B) The minority leader of the House of
Representatives shall appoint one Member of
the House as a member.

(C) The majority leader of the Senate shall
appoint one Member of the Senate as a mem-
ber.

(D) The minority leader of the Senate shall
appoint one Member of the Senate as a mem-
ber.

(3) 6 STATE GOVERNMENT REPRESETA-
TIVES.—(A) The majority leaders of the
House of Representatives and the Senate
shall jointly appoint 3 individuals who are
governors, State legislators. or State medic-
aid officials.

(B) The minority leaders of the House of
Representatives and the Senate shall jointly
appoint 3 individuals who are governors,
State legislators, or State medicaid officials.

(4) 6 EXPERTS.—(A) The majority leaders of
the House of Representatives and the Senate
shall jointly appoint 4 individuals who are
not officials of the Federal or State govern-
ments and who have expertise in a health-re-
lated field, such as medicine. public health,
or delivery and financing of health care serv-
ices.

(B) The President shall appoint 2 individ-
uals who are not officials of the Federal or
State governments and who have expertise
in a health-related field, such as medicine,
public health. or delivery and financing of
health care services,

(c) INITIAL APPOINTMENT—Members of the
Commission shall first be appointed by not
later than February 1, 1996.

(d) COMPENSATION AND EXPENSES.—
(1) COMPENSATiON—Each member of the

Commission shall serve without compensa-
tion.

(2) TRAVEL EXPENSES—Members of the
Commission shall be allowed travel expenses.
including per diem in lieu of subsistence, at
rates authorized for employees of agencies
under subchapter I of chapter 57 of title 5.
United States Code. while away from their
homes or regular places of business in the
performance of services for the Commission.
SEC. 7302. DUTIES OF COMMISSION.

(a) STUDY OF MEDICAID PROGRAM.—
(I) IN GENERAL—The Commission shall

study and make recommendations to the
Congress. the President, and the Secretary
regarding the need for changes (in addition
to the changes effected under this title) in
the laws and regulations regarding the med-
icaid program under title XIX of the Social
Security Act.

(2) SPECIFIC CONCERNS—The Commission
shall specifically address each of the follow-
ing:

(A) Changes needed to ensure adequate ac-
cess to health care for low-income individ-
uals.

(B) Promotion of quality care.
(C) Deterrence of fraud and abuse.
(D) Providing States with additional

feixibility in implementing their medicaid
plans.

(E) Methods of containing Federal and
State costs.

(b) REPORTS.—
(1) FIRST REPORT—The Commission shall

Lssue a first report to Congress by not later
than December 31, 1996.

(2) SUBsEQUENT REPORTS—The Commission
shall issue subsequent reports to Congress by
not later than December 31, 1997. and Decem-
ber 31. 1998.
SEC. 7303. ADMINISTRATION.

(a) APPOINTMENT OF STAFF.—
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(1) ExECuTIvE DIRECTOR—The Commission

shall have an Executive Director who shall
be appointed by the Chairperson with the ap-
proval of the Commission, The Executive Di-
rector shall be paid at a rate not to exceed
the rate of basic pay payable for level III of
the Executive Schedule.

(2) STAFF—With the approval of the Com-
mission, the Executive Director may appoint
and determine the compensation of such
staff as may be necessary to carry out the
duties of the Commission. Such appoint-
ments and compensation may be made with-
out regard to the provisions of titleS, United
States Code. that govern appointments in
the competitive services. and the provisions
of chapter 51 and subchapter III of chapter 53
of such title that relate to classifications
and the General Schedule pay rates.

(3) CONSULTANTS—The Commission may
procure such temporary and intermittent
services of consultants under section 3109(b)
of title 5. United States Code. as the Com-
mission determines to be necessary to carry
out the duties of the Commission,

(b) PROVISION OF ADMINiSTRATIVE SUPPORT
SERVICES BY HHS.—Upon the request of the
Commission. the Secretary of Health and
Human Services shall provide to the Com-
mission on a reimbursable basis such admin-
istrative support services as the Commission
may request.
SEC. 7304. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated to
carry out this subtitle $3,000,000 for fiscal
year 1996. $4,000,000 for each of fiscal years
1997 and 1998, and $2,000,000 for fiscal year
1999.

SEC. 7305. TERMINATION.

The Commission shall terminate on De-
cember 31, 1998.

Subtitle E—Restrictions on Disproportionate
Share Payments

SEC. 7401. REFORMING DISPROPORTIONATE
SHARE PAYMENTS UNDER STATE
MEDICAID PROGRAMS.

(a) TARGETING PA'ENTS.—Section 1923 of
the Social Security Act (42 U.S.C.1396r-3) is
amended—

(1) in subsection (a)(I)—
(A) by redesignating subparagraphs (A) and

(B) as clauses (i) and (ii),
(B) by striking (1)" and inserting

(C) in clause (i) (as so redesignated) by
striking '(b)(I)" and inserting '(b)(I)(A)'',
and

(D) by adding at the end the following:
(B) A State plan under this title shall not

be considered to meet the requirement of
section 1902(a)(13)(A) (insofar as it requires
payments to hospitals to take into account
the situation of hospitals that serve a dis-
proportionate number of low-income pa-
tients with special needs), as of July 1, 1996.
unless the State has submitted to the Sec-
retary, by not later than such date, an
amendment to such plan that utilizes the
definition of such hospitals specified in sub-
section (b)(1)(B) in lieu of the definition es-
tablished by the State under subparagraph

(2) in subsection (a)(2)(A)—
(A) by inserting '(i)'' after '(2)(A)''.
(B) by striking paragraph (1)" and insert-

ing 'paragraph (1)(A)(i)", and
(C) by adding at the end the following:
"(ii) In order to be considered to have met

such requirement of section 1902(a)(13)(A) as
of July I. 1996. the State must submit to the
Secretary by not later than April I, 1996. the
State plan amendment described in para-
graph (l)(B), consistent with subsection (c),
effective for inpatient hospital services fur-
nished on or after July 1. 1996.":
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(3) in subsection (b)—
(A) in the heading, by striking "HOSPITAlS

DEEMED DISPROPORTIONATE SHARE and ui-
serting DISPROPORTIONATE SI-LARE HOS-
PITALS.

(B) in paragraph (1)—
(i) by redesignating subparagraphs (A) and

(B) as clauses (i) and (ii),
(ii) by striking (1) For purposes of sub-

section (a)(l)" and inserting (l)(A) For pur-
poses of subsection (a)(l)(A)", and

(iii) by adding at the end the following:
(B) For purposes of subsection (a)(1)(B). a

hospital that meets the requirements of sub-
section (d) is a disproportionate share hos-
pital only if—

(i) in the case of a hospital that is not de-
scribed in subsection (d)(2)(A)(i). the hos-
pital's low-income utilization rate (as de-
fined in paragraph (3)) exceeds 25 percent: or

(ii) in the case of a hospital that is cle-
scribed in subsection (d)(2)(A)(i)—

• (I) the hospital meets the requirement of
clause (i), or

(II) the hospitals medicaid inpatient uti-
lization rate (as defined in paragraph (2)) ex-
ceeds 20 percent.";

(C) in paragraph (2) by striking (l)(A)
and inserting (1)',

(D) in paragraph (3) by striking (l)(13)
and inserting (1)". and

(E) by striking paragraph (4);
(4) in subsection (c)—
(A) in paragraph (2), by striking subpara-

graph (A) or (B) of subsection (b)(l)' and in-
serting clause (i) or (ii) of subsection
(b) (l)(A)',

(B) by striking paragraph (3), and
(C) in the matter following paragraph (3)—
(i) by striking (1)(B)" each place it ap-

pears and inserting '(I)(A) (ii)", and
(ii) by striking (2)(A)" each place it ap-

pears and inserting '(2)(A)(i)" ; and
(5) in subsection (e)—
(A) in paragraph (1)(C), by striking meets

the requirement of subsection (d)(3)" and in-
serting makes payments under this section
only to hospitals described in subsection
(b)(l)(B)", and

(B) in paragraph (2)—
(i) by inserting and at the end of sub-

paragraph (B), and
(ii) by striking subparagraph (C).
(b) DIRECT PAYMENT BY STATE—Section

1923(a) of such Act (42 U.S.C. 1396r—4(a)). as
amended by subsection (a). is further amend-
ed—

(1) in paragraph (1). by adding at the end
the following

(C) A State plan under this title shalt not
be considered to meet the requirement of
section 1902(a)(13)(A) (insofar as it requires
payments to hospitals to take into account
the situation of hospitals that serve a dis-
proportionate number of low-income pa-
tients with special needs), as of July 1. 1996.
unless the State provides that any payments
made under this section with respect to indi-
viduals who are—

'(i) entitled to benefits under the State
plan, and

(ii) enrolled with a health maintenance
organization or other managed care plan.
are, at the option of the hospital, made di-
rectly to such hospital by the State.': and

(2) in paragraph (2)(A)(ii). by striking
amendment described in paragraph (L)(B)

and inserting amendments described in
subparagraphs (B) and (C) of paragraph ().

(c) ADJUSTMENT TO NATIONAL DSH LIMIT:
STATE ALLOCATIONS—The Secretary of
Health and Human Services shall make ap-
propriate adjustments in—

(I) the national DSH payment limit estab-
lished under section 1923(f) (1(B) of the Social
Security Act, and

(2) the State DSH allotments established
under section 1923(f) (2) of such Act.
to reflect the amendments made by sub-
section (a).

CONGRESSIONAL RECORD — SENATE
(d) EFFECTIVE DATE—The amendments

made by this section shall apply to payments
to Statesunder section 1903(a) of the Social
Security Act for payments to hospitals made
under State plans after—

(1) July 1. 1996. or
(2) in the case of a State with a State legis-

lature that is not scheduled to have a regu-
lar legislative session in 1996. July 1. 1997.

Subtitle F—Fraud Reduction
SEC. 7501. MONITORING PAYMENTS FOR DUAL

ELIGIBLES.
The Administrator of the Health Care Fi-

nancing Administration shall develop mech-
anisms to better monitor and prevent inap-
propriate payments under the medicaid pro-
gram in the case of individuals who are du-
ally eligible for benefits under such program
and under the medicare program.
SEC. 7502. IMPROVED IDENTIFICATION SYSTEMS.

The Administrator of the Health Care Fi-
nancing Administration shall develop im-
proved mechanisms, such as picture identi-
fication documents and smart documents, to
provide methods of improved identification
and tracking of beneficiaries and providers
that perpetrate fraud against the medicaid
program.

TITLE VIII—MEDICARE
SEC. 8000. SHORT flTLE. REFERENCES IN TITLE;

TABLE OF CONTENTS.
(a) SHORT TITLE OF TITLE—This title may

be cited as the "Medicare Preservation Act
of 1995''.

(b) AMENDMENTS TO SOCIAL SECURITY
ACT—Except as otherwise specifically pro-
vided, whenever in this title an amendment
is expressed in terms of an amendment to or
repeal of a section or other provision, the
reference shall be considered to be made to
that section or other provision of the Social
Security Act.

(c) REFERENCES TO OBRA.—In this title,
the terms OBRA—1986", 'OBRA—1987",

OBRA-1989". OBRA-1990', and 'OBRA—
1993' refer to the Omnibus Budget Reconcili-
ation Act of 1986 (Public Law 99—509), the
Omnibus Budget Reconciliation Act of 1987
(Public Law 100-203), the Omnibus Budget
Reconciliation Act of 1989 (Public Law 101—
239), the Omnibus Budget Reconciliation Act
of 1990 (Public Law 101-508), and the Omnibus
Budget Reconciliation Act of 1993 (Public
Law 103—66), respectively.

(c) TABLE OF CONTENTS—The table of con-
tents of this title is as follows:

TITLE VIII—MEDICARE
Sec. 8000. Short title; references in title;

table of contents.
Subtitle A—Medicare Choice Program
PART 1—INCREASING CHOICE UNDER THE

MEDICARE PROGRAII
Sec. 8001. Increasing choice under medicare.
Sec. 8002. Medicare Choice program.

PART C—PROVISIONS RELATING TO MEDICARE
CHOICE

Sec. 1851. Requirements for Medicare
Choice organizations.

Sec. 1852. Requirements relating to bene-
fits, provision of services, en-
rollment, and premiums.

Sec. 1853. Patient protection standards.
'Sec. 1854. Provider-sponsored organizations.
Sec. 1855. Payments to Medicare Choice or-

ganizations.
Sec. 1856. Establishment of standards for

Medicare Choice organizations
and products.

Sec. 1857. Medicare Choice certification.
Sec. 1858. Contracts with Medicare Choice

organizations.
Sec. 8004. Transitional rules for current

medicare HMO program.
PART 4—PAYMEN-r AREAS FOR PHYSICIAr.JS'

SERVICES UNDER MEDICARE
Sec. 8151. Modification of payment areas

used to determine payments for
physicians services under med-
icare.
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Subtitle C—Medicare Payments to Health

Care Providers
PART 1—PROVISIONS AFFECTING ALL

PROVIDERS

Sec. 8201. One-year freeze in payments to
providers.

PART 2—PROVISIONS AFFECTING DOCTORS

Sec. 8211. Updating fees for physicians' serv-
ices.

Sec. 8212. Use of real GDP to adjust for vol-
ume and intensity.

PART 3—PROVISIONS AFFECTING HOSPITALS

Sec. 8221. Reduction in update for inpatient
hospital services.

Sec. 8222. Elimination of formula-driven
overpayments for certain Out-
patient hospital services.

Sec. 8223. Establishment of prospective pay-
ment system for outpatient
services.

Sec. 8224. Reduction in medicare payments
to hospitals for inpatient cap-
ital-related costs.

Sec. 8225. Moratorium on PPS exemption for
long-term care hospitals.

PART 4—PROVISIONS AFFECTING OTHER
PROVIDERS

Sec. 8231. Revision of payment methodology
for home health services.

Sec. 8232. Limitation of home health cov-
erage under part A.

Sec. 8233. Reduction in fee schedule for dura-
ble medical equipment.

Sec. 8234. Nursing home billing.
Sec. 8235. Freeze in payments for clinical di-

agnostic laboratory tests.
PART 5—GRADUATE MEDICAL EDUCATION AND

TEACI-ENG HOSPITALS

Sec. 8241. Teaching hospital and graduate
medical education trust fund.

Sec. 8242. Reduction in payment adjustments
for indirect medical education.

Subtitle D—Provisions Relating to Medicare
Beneficiaries

Sec. 8301. Part B premium.
Sec. 8302. Full cost of Medicare part B cov-

erage payable by high-income
individuals.

Sec. 8303. Expanded coverage of preventive
benefits.

Subtitle E—Medicare Fraud Reduction
Sec. 8401. Increasing beneficiary awareness of

fraud and abuse.
Sec. 8402. Beneficiary incentives to report

fraud and abuse.
Sec. 8403. Elimination of home health over-

payments.
Sec. 8404. Skilled nursing facilities.
Sec. 8405. Direct spending for anti-fraud ac-

tivities under medicare.
Sec. 8406. Fraud reduction demonstration

project.
Sec. 8407. Report on competitive pricing.
Subtitle F—Improving Access to Health Care
PART 1—ASSISTANCE FOR RURAL PROVIDERS

SUBPART A—RURAL HOSPITALS
Sec. 8501. Sole community hospitals.
Sec. . Medicare rural hospital flexibility.
Sec. . Medicare dependent rural hospital.
Sec. . PROPAL recommendations on urban

medicare dependent hospitals.
Sec. . Payments to physician assistants and

nurse practitioners.
Sec. 8504. Classification of rural referral cen-

ters.
Sec. 8505. Floor on area wage index.
Sec. 8506. Medical education.

SJBPART B—RURAL PHYSICIANS AND OTHER
PROVIDERS

Sec. 8511. Provider incentives.
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Sec. 8512. National Health Service Corps loan

repayments excluded from
gross income.

Sec. 8513. Telemedicine payment methodol-
ogy.

Sec. 8514. Demonstration project to increase
choice in rural areas.

PART 2—MEDICARE SUBVENTION
Sec. 8521. Medicare program payments for

health care services provided in
the military health servi:es
system.

Subtitle G—Other Provisions
Sec. 8601. Extension and expansion of exist-

ing secondary payer require-
ments.

Sec. 8602. Repeal of medicare and medicaid
coverage data bank.

Sec. 8603. Clarification of medicare coverage
of items and services associated
with certain medical devices
approved for investigational
use.

Sec. 8604. Additional exclusion from cov-
erage.

Sec. 8605. Extending medicare coverage of.
and application of hospital in-
surance tax to, all State and
local government employees.

Subtitle I—Lock-Box Provisions for Medicare
Part B Savings from Growth Reductions

Sec. 8801. Establishment of Medicare Growth
Reduction Trust Fund for part
B savings

Sec. Establishment of Commission to pre.
pare for the 21st century.

Subtitle A—Medicare Choice Program
PART 1—INCREASING CHOICE UNDER THE

MEDICARE PROGRAM
SEC. 8001. INCREASING CHOICE UNDER MEDI.

CARE.
(a) IN GENERAL.—Title XVIII is amended by

inserting after section 1804 the following new
section:

PROVIDING FOR CHOICE OF COVERAGE

SEC. 1805. (a) CHOICE OF COVERAGE.—
(1) IN GENE1AL.—Subject to the provisions

of this section. every individual who is enti-
tled to benefits under part A and enrolled
under part B shall elect to receive benefits
under this title through one of the following:

(A) THROUGH FEE-FOR-SERVICE SYSTEM.—
Through the provisions of parts A and B.

(B) ThROUGH A MEDICARE CHOICE PROD-
UCT—Through a Medicare Choice product (as
deflned in paragraph (2)), which may be—

(i) a product offered by a provider-spon-
sored organization,

(ii) a product offered by an organization
that is aunion, Taft-Hartley plan, or asso-
ciation. or

(iii) a product providing for benefits on a
fee-for-service or other basis.
Such a product may be a high deductible/
medisave product (and a contribution into a
Medicare Choice medical savings account
(MSA)) under the demonstration project pro-
vided under section 1859.

(2) MEDICARE CHOICE PRODUCT DEFINED.—
For purposes this section and part C. the
term 'Medicare Choice product means
health benefits coverage offered under a pol-
icy. contract, or plan by a Medicare Choice
organization (as defined in section 1851(a))
pursuant to and in accordance with a con-
tract under section 1858.

(3) TERMINOLOGY RELATING TO OPTIONS.—
For purposes of this section and part C—

(A) NON-MEDICARE-CHOICE OPTION—An in-
dividual who has made the election described
in paragraph (l)(A) is considered to have
elected the 'Non-Medicare Choice option.

(B) MEDICARE CHOICE OPTION—An individ-
ual who has made the election described in
paragraph (l)(B) to obtain coverage through
a Medicare Choice product is considered to
have elected the Medicare Choice option for
that product.
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(b) SPECIAL RULES.—

"(I) RESIDENCE REQUIREMENT—Except as
the Secretary may otherwise provide, an in-
dividual is eligible to elect a Medicare
Choice product offered by a Medicare Choice
organization only if the organization in rela-
tion to the product serves the geographic
area in which the individual resides.

(2) AFFILIA']lON REQUIREMENTS FOR CER-
TAIN PRODUCTS.—

(A) IN GENERAL—Subject to subparagraph
(B). an individual is eligible to elect a Medi-
care Choice product offered by a limited en-
rollment Medicare Choice organization (as
defined in section 1852(c)(4)(D)) only if—

(i) the individual is eligible under section
1852(c) (4) to make such election, and

(ii) in the case of a Medicare Choice orga-
nization that is a union sponsor or Taft-
Hartley sponsor (as defined in section
1852(c) (4)). the individual elected under this
section a Medicare Choice product offered by
the sponsor during the first enrollment pe-
riod in which the individual was eligible to
make such election with respect to such
sponsor.

(B) NO REELECTION AFTER DISENROLLMENT
FOR CERTAIN PRODUCTS—An individual is not
eligible to elect a Medicare Choice product
offered by a Medicare Choice organization
that is a union sponsor or Taft-Hartley spon-
sor if the individual previously had elected a
Medicare Choice product offered by the orga-
nization and had subsequently discontinued
to elect such a product offered by the organi-
zation.

(c) PRocEsS FOR EXERCISING CHOICE.—
(1) IN tENERAL.—The Secretary shall es-

tablish a process through which elections de-
scribed in subsection (a) are made and
changed. including the form and manner in
which such elections are made and changed.
Such elections shall be made or changed only
during coverage election periods specified
under subsection (e) and shall become effec-
tive as provided in subsection (f).

(2) EXPEDITED IMPLEMENTATION—The Sec-
retary shall establish the process of electing
coverage under this section during the tran-
sition period (as defined in subsection
(e)(1)(B)) in such an expedited manner as will
permit such an election for Medicare Choice
products in an area as soon as such products
become available in that area.

(3) COORDINATION ThROUGH MEDICARE
CHOICE ORCANZATIONS.—

(A) ENROLLMENT—Such process shall per-
mit an individual who wishes to elect a Med-
icare Choice product offered by a Medicare
Choice organization to make such election
through the flling of an appropriate election
form with the organization.

'(B) DISENROLLMENT.—Such process shall
permit an individual, who has elected a Med-
icare Choice product offered by a Medicare
Choice organization and who wishes to ter-
minate such election, to terminate such
election through the filing of an appropriate
election form with the organization.

(4) DEFAULT.—
(A) INITIAL ELECTION.—
(i) IN GENERAL—Subject to clause (ii), an

individual who fails to make an election dur-
ing an initial election period under sub-
section (e)(l) is deemed to have chosen the
Non-Medicare Choice option.

(ii) SEAMLESS CONTINUATION OF COV-
ERAGE—The Secretary shall establish proce-
dures under which individuals who are en-
rolled with a Medicare Choice organization
at the time of the initial election period and
who fail to elect to receive coverage other
than through the organization are deemed to
have elected an appropriate Medicare Choice
product offered by the organization.

(B) CONTINUING PERIODS—An individual
who has made (or deemed to have made) an
election under this section is considered to
have continued to make such election until
such time as—
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• (i) the individual changes the election

under this section. or
(ii) a Medicare Choice product is discon-

tinued, if the individual had elected such
product at the time of the discontinuation.

(5) AGREEMENTS WITH COMMISSIONER OF SO-
CIAL SECURITY TO PROMOTE EEFICIENT ADMIN-
ISTRATION—In order to promote the efficient
administration of this section and the Medi-
care Choice program under part C. the Sec-
retary may enter into an agreement with the
Commissioner of Social Security under
which the Commissioner performs adminis-
trative responsibilities relating to enroll.
ment and disenrollment in Medicare Choice
products under this section.

(d) PROVSION OF BENEFICIARY INFORMA-
TION TO PROMOTE INFORMED CHOICE.—

(I) IN GENERAL.—The Secretary shall pro-
vide for activities under this subsection to
disseminate broadly information to medicare
beneficiaries (and prospective medicare
beneficiaries) on the coverage options pro-
vided under this section in order to promote
an active, informed selection among such op.
tions. Such information shall be made avail-
able on such a timely basis (such as 6 months
before the date an individual would first at-
tain eligibility for medicare on the basis of
age) as to permit individuals to elect the
Medicare Choice option during the initial
election period described in subsection (e)(I).

(2) USE OF NONFEDERAL ENflTIES.—The
Secretary shall, to the maximum extent fea-
sible. enter into contracts with appropriate
non-Federal entities to carry out activities
under this subsection.

(3) SPECIFIC ACTIVITIES—In carrying out
this subsection, the Secretary shall provide
for at least the following activities in all
areas in which Medicare Choice products are
offered:

(A) INFORMATION BOOKLET.—
(i) IN GENERAL..—The Secretary shall pub-

lish an information booklet and disseminate
the booklet to all individuals eligible to
elect the Medicare Choice option under this
section during coverage election periods.

(ii) INFORMATION INCLUDED—The booklet
shall include information presented in plain
English and in a standardized format regard-
ing—

(I) the benefits (including cost-sharing)
and premiums for the various Medicare
Choice products in the areas involved:

'(II) the quality of such products. includ-
ing consumer satisfaction information: and

(III) rights and responsibilities of medi-
care beneficiaries under such products.

'(iii) PERIODIC UPDATING—The booklet
shall be updated on a regular basis (not less
often than once every 12 months) to reflect
changes in the availability of Medicare
Choice products and the beneflts and pre-
miums for such products.

'(B) TOLL-FREE NUMBER—The Secretary
shall maintain a toll-free number for inquir-
ies regarding Medicare Choice options and
the operation of part C.

(C) GENERAL INFORI.4ATION IN MEDICARE
HANDBOOK—The Secretary shall include in-
formation about the Medicare Choice option
provided under this section in the annual no-
tice of medicare benefits under section 1804.

(e) COVERAGE ELECnO PERIODS.—
'(1) INmAL CHOICE UPON ELIGIBILITY TO

MAKE ELECTION.—
"(A) Ir GENERAL—In the case of an indi-

vidual who flrst becomes entitled to benefits
under part A and enrolled under part B after
the beginning of the transition period (as de-
fined in subparagraph (B)). the individual
shall make the election under this section
during a period (of a duration and beginning
at a time specifled by the Secretary) at the
first time the individual both is entitled to
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benefits under part A and enrolled under
part B. Such period shall be specified in a
manner so that, in the case of an individual
who elects a Medicare Choice product during
the period, coverage under the product be-
comes effective as of the first date on which
the individual may receive such coverage.

(B) TRANSITION PERIOD DEFINED—In this
subsection, the term transition period
means, with respect to an individual in an
area, the period beginning on the first day of
the first month in which a Medicare Choice
product is first made available to individuals
in the area and ending with the month pre-
ceding the beginning of the first annual, co-
ordinated election period under paragraph
(3).

(2) DURING TRANSITION PERIOD—Subject
to paragraph (6)—

(A) CONTINUOUS OPEN ENROLLMENT INTO A
MEDICARE CHOICE OPTION—During the transi-
tion period, an individual who is eligible to
make an election under this section and who
has elected the non-Medicare Choice option
may change such election to a Medicare
Choice option at any time.

(B) OPEN DISENROLLMENT BEFORE END OF
TRANSrnON PERIOD—During the transition
period, an individual who has elected a Medi-
care Choice option for a Medicare Choice
product may change such election to another
Medicare Choice product or to the non-Medi-
care Choice option.

(3) ANNUAL. COORDINATED ELECTION PE-
RIOD.—

(A) IN GENEL.—Subject to paragraph
(5), each individual who is eligible to make
an election under this section may change
such election during annual, coordinated
election periods.

(B) ANNUAL. COORDINATED ELECTION PE-
RIOD—For purposes of this section. the term
'annual, coordinated election period' means.
with respect to a calendar year (beginning
with 1998). the month of October before such
year.

(C) MEDICARE CHOICE HEALTH FAIR DURiNG
OCTOBER. 1996.—In the month of October, 1996.
the Secretary shall provide for a nationally
coordinated educational and publicity cam-
paign to inform individuals, who are eligible
to elect Medicare Choice products. about
such products and the election process pro-
vided under this section (including the an-
nual. coordinated election periods that occur
in subsequent years).

(4) SPECIAL 90-DAY DISENROLLMENT OP-
TION.—

(A) IN GENERAL—In the case of the first
time an individual elects a Medicare Choice
option under this section. the individual may
discontinue such election through the filing
of an appropriate notice during the 90-day
period beginning on the first day on which
the individual's coverage under the Medicare
Choice product under such option becomes
effective.

(B) EFFECT OF DISCONTINUATION OF ELEC-
TION—An individual who discontinues an
election under this paragraph shall be
deemed at the time of such discontinuation
to have elected the Non-Medicare Choice op-
tion.

(5) SPECIAL ELECTION PERiODS—An indi-
vidual may discontinue an election of a Med-
icare Choice product offered by a Medicare
Choice organization other than during an an-
nual. coordinated election period and make a
new election under this section if—

(A) the organization's or product's certifi-
cation under part C has been terminated or
the organization has terminated or other-
wise discontinued providing the product:

(B) in the case of an individual who has
elected a Medicare Choice product offered by
a Medicare Choice organization, the individ-
ual is no longer eligible to elect the product
because of a change in the individual's place
of residence or other change in cir-
cumstances (specified by the Secretary. but

not including termination of membership in
a qualified association in the case of a prod-
uct offered by a qualified association or ter-
mination of the individual's enrollment on
the basis described in clause (i) or (ii) section
1852(c) (3) (B));

-. (C) the individual demonstrates (in ac-
cordance with guidelines established by the
Secretary) that—

-- (i) the organization offering the product
substantially violated a material provision
of the organization's contract under part C
in relation to the individual and the product:
or

"(ii) the organization (or an agent or other
entity acting on the organization's behalf)
materially misrepresented the product's pro-
visions in marketing the product to the indi-
vidual: or

(D) the individual meets such other condi-
tions as the Secretary may provide.

(f) EFFECTIVENESS OF ELECTIONS.—
(I) DURING INITIAL COVERAGE ELECTION PE-

RIOD.-'-An election of coverage made during
the initial coverage election period under
subsection (e)(l)(A) shall take effect upon
the date the individual becomes entitled to
benefits under part A and enrolled under
part B. except as the Secretary may provide
(consistent with section 1838) in order to pre-
vent retroactive coverage.

(2) DURING TRANSITION: 90-DAY
DISENROLLMET OPTION—An election of cov-
erage made under subsection (e) (2) and an
election to discontinue a Medicare Choice
option under subsection (e) (4) at any time
shall take effect with the first calendar
month following the date on which the elec-
tion is made.

(3) ANNUAL, COORDINATED ELECTION PERIOD
AND MEDISAVE ELECTION—An election of cov-
erage made during an annual, coordinated
election period (as defined in subsection
(e)(3)(B)) in a year shall take effect as of the
first day of the following year.

(4) OTHER PERIODS—An election of cov-
erage made during any other period under
subsection (e) (5) shall take effect in such
manner as the Secretary provides in a man-
ner consistent (to the extent practicable)
with protecting continuity of health benefit
coverage.

(g) EFFECT OF ELECTION OF MEDICARE
CHOICE OPTION—Subject to the provisions of
section 1855(f). payments under a contract
with a Medicare Choice organization under
section 1858(a) with respect to an individual
electing a Medicare Choice product offered
by the organization shall be instead of the
amounts which (in the absence of the con-
tract) would otherwise be payable under
parts A and B for items and services fur-
nished to the individual.

(h) DEMONSTRATION PROJECTS—The Sec-
retary shall conduct demonstration projects
to test alternative approahces to coordinated
open enrollments in different markets, in-
cluding different annual enrollment periods
and models of rolling open enrollment peri-
ods. The Secretary may waive previous pro-
visions of this section in order to carry Out
such projects.".
SEC. 8002. MEDICARE CHOICE PROGRAM.

(a) IN GENER..i,,.—Title XVIII is amended by
redesignating part C as part D and by insert-
ing after part B the following new part:
'PART C—PROVISIONS RELATING TO MEDICARE

CHOICE

REQUIREMENTS FOR MEDICARE CHOICE
ORGAJ1ZATIONS

"SEC. 1851. (a) MEDICARE CHOICE ORGANIZA-
TION DEFINED—In this part, subject to the
succeeding provisions of this section, the
term 'Medicare Choice organization' means a
public or private entity that is certified
under section 1857 as meeting the require-
ments and standards of this part for such an
organization.

(b) ORGANIZED AND LICENSED UNDER STATE
LAW.—
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(1) IN GENERAL—A Medicare Choice orga-

nization shall be organized and licensed
under State law to offer health insurance or
health benefits coverage in each State in
which it offers a Medicare Choice product.

"(2) EXCEPTION FOR UNION AND TAFT-HART-
LEY SPONSORS—Paragraph (1) shall not apply
to an Medicare Choice organization that is a
union sponsor or Taft-Hartley sponsor (as de-
fined in section 1852(c) (4)).

-, (3) EXCEPTION FOR PROVIDER-SPONSORED
ORGANIZATIONS—Subject to paragraph (5).
paragraph (1) shall not apply to a Medicare
Choice organization that is a provider-spon-
sored organization (as defined in section
1854(a)).

-, (4) EXCEPTION FOR QUAUFIED ASSOCIA-
TIONS.—Paragraph (1) shall not apply to a
Medicare Choice organization that is a quali-
fied association (as defined in section
1852(c) (4) (B)).

(5) LIMITATION—Effective on and after
January 1, 2000. paragraph (1) shall only
apply (and paragraph (3) shall no longer
apply) to a Medicare Choice organization in
a State if the standards for licensure of the
organization under the law of the State are
identical to the standards established under
section 1856(b).

-, (c) PREPAID PA'1ENT.—A Medicare
Choice organization shall be compensated
(except for deductibles. coinsurance. and
copayments) for the provision of health care
services to enrolled members by a payment
which is paid on a periodic basis without re-
gard to the date the health care services are
provided and which is fixed without regard
to the frequency, extent. or kind of health
care service actually provided to a member.

(d) ASSUMPTION OF FULL FINANCIAL
RISK—The Medicare Choice organization
shall assume full financial risk on a prospec-
tive basis for the provision of the health care
services (other than hospice care) for which
benefits are required to be provided under
section 1852(a)(1), except that the organiza-
tion—

"(1) may obtain insurance or make other
arrangements for the cost of providing to
any enrolled member such services the ag-
gregate value of which exceeds $5,000 in any
year.

"(2) may obtain insurance or make other
arrangements for the cost of such services
provided to its enrolled members other than
through the organization because medical
necessity required their provision before
they could be secured through the organiza-
tion,

'(3) may obtain insurance or make other
arrangements for not more than 90 percent
of the amount by which its costs for any of
its fiscal years exceed 115 percent of its in-
come for such fiscal year. and

"(4) may make arrangements with physi-
cians or other health professionals. health
care institutions, or any combination of such
individuals or institutions to assume all or
part of the financial risk on a prospective
basis for the provision of basic health serv-
ices by the physicians or other health profes-
sionals or through the institutions.
In the case of a Medicare Choice organiza-
tion that is a union sponsor or Taft-Hartley
sponsor (as defined in section 1852(c) (4)) or a
qualified association (as defined in section
1852(c) (4) (B)). this subsection shall not apply
with respect to Medicare Choice products of-
fered by such organization and issued by an
organization to which subsection (b)(1) ap-
plies or by a provider-sponsored organization
(as defined in section 1854 (a)).

(e) PROVISION AGANST RISK OF INSOL-
VENCY.—

"(1) IN GENERAL—Each Medicare Choice
organization shall meet standards under sec-
tion 1856 relating to the financial solvency
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and capital adequacy of the organization.
Such standards shall take into account the
nature and type of Medicare Choice products
offered by the organization.

(2) TREATMENT OF TAVr-UARTLEY SPON-
SORS—An entity that is a Taft-Hartley spon-
sor is deemed to meet the requirement of
paragraph (1).

(3) TREATMENT OF CERTAIN QUALIFIED AS-
SOCIATIONS—An entity that is a qualified as-
sociation is deemed to meet the requirement
of paragraph (1) with respect to Medicare
Choice products offered by such association
and issued by an organization to which sub-
section (b)(l) applies or by a provider-spon-
sored organization.

(f) ORGANIZATIONS TREATED AS
MEDICAREPLUS ORGANIZATIONS DURING TRAN-
SITION.—Any of the following organizations
shall be considered to qualify as a
MedicarePlus organization for contract
years beginning before January 1, 1997:

(I) HEALTH MAINTENANCE ORGANIZA-
TIONS—An organization that is organized
under the laws of any State and that is a
qualified health maintenance organization
(as defined in section 1310(d) of the Public
Health Service Act), an organization recog-
nized under State law as a health mainte-
nance organization. or a similar organization
regulated under State law for solvency in the
same manner and to the same extent as such
a health maintenance organization.

(2) LICENSED ThSLJRERS.—An organization
that is organized under the laws of any State
and—

"(A) is licensed by a State agency as an in-
surer for the offering of health benefit cov-
erage. or

"(B) is licensed by a State agency as a
service benefit plan,
but only for individuals residing in an area
in which the organization is licensed to offer
health insurance coyerage.

(3) CURRENT RISK-CONTRACTORS—An orga-
nization that is an eligible organization (as
defined in section 1876(b)) and that has a
risk-sharing contract in effect under section
1876 as of the date of the enactment of this
section.

REQUIREMENTS RELATING TO BENEFITS. PRO-
VISION OF SERVICES, ENROLLMENT, AND PRE-
MIUMS

"SEC. 1852. (a) BENEFITS COVERED.—
(1) IN GENRAL.—Each Medicare Choice

product offered under this part shall provide
benefits for at least the items and services
for which benefits are available under parts
A and B consistent with the standards for
coverage of such items and services applica-
ble under this title.

(2) ORGANIZATION AS SECONDARY PAYER.—
Notwithstanding any other provision of law,
a Medicare Choice organization may (in the
case of the provision of items and services to
an individual under this part under cir-
cumstances in which payment under this
title is made secondary pursuant to section
1862(b) (2)) charge or authorize the provider of
such services to charge, in accordance with
the charges allowed under such law or pol-
icy—

"(A) the insurance carrier, employer, or
other entity which under such law, plan. or
policy is to pay for the provision of such
services, or

(B) such individual to the extent that the
individual has been paid under such law,
plan. or policy for such services.

(3) SATISFACTION OF RQU1REMENT.—A
Medicare Choice product offered by a Medi-
care Choice organization satisfies paragraph
(I) with respect to benefits for items and
services if the following requirements are
met:

(A) FEE FOR SERVICE PROVIDERS—In the
case of benefits furnished through a provider
that does not have a contract with the orga-
nization. the product provides for at least
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the dollar amount of payment for such items
and services as would otherwise be provided
under parts A and B.

"(B) PARTICIPATING PROVIDERS—In the
case of benefits furnished through a provider
that has such a contract, the individual's li-
ability for payment for such items and serv-
ices does not exceed (after taking into ac-
count any deductible, which does not exceed
any deductible under parts A and B) the less-
er of the following:

'(i) NON-MEDICARE CHOICE LIABILITY—The
amount of the liability that the individual
would have had (based on the provider being
a participating provider) if the individual
had elected the non-Medicare Choice option.

'(ii) MEDICARE COINSURANCE APPLIED TO
PRODUCT PAYMENT RATES—The applicable co-
insurance or copayment rate (that would
have applied under the non-Medicare Choice
option) of the payment rate provided under
the contract.

(b) ANTIDISCRIMJNATION.—A Medicare
Choice organization may not deny, limit, or
condition the coverage or provision of bene-
fits under this part based on the health sta-
tus. claims experience, receipt of health
care, medical history, or lack of evidence of
insurability, of an individual.

(c) GUARANTEED ISSUE ANT) RENEWAL.—
(I) I'i GENERAL—Except as provided in

this subsection, a Medicare Choice organiza-
tion shall provide that at any time during
which elections are accepted under section
1805 with respect to a Medicare Choice prod-
uct offered by the organization. the organi-
zation will accept without restrictions indi-
viduals who are eligible to make such elec-
tion.

'(2) PRIORITY—If the Secretary determines
that a Medicare Choice organization. in rela-
tion to a Medicare Choice product it offers,
has a capacity limit and the number of eligi-
ble individuals who elect the product under
section 1805 exceeds the capacity limit, the
organization may limit the election of indi-
viduals of the product under such section but
only if priority in election is provided—

(A) first to such individuals as have elect-
ed the product at the time of the determina-
tion, and

(B) then to other such individuals in such
a manner that does not discriminate among
the individuals (who seek to elect the prod-
uct) on a basis described in subsection (b).

(3) LIMITATION ON TERMINATION OF ELEC-
TION.—

(A) IN GENERAL—Subject to subparagraph
(B), a Medicare Choice organization may not
for any reason terminate the election of any
individual under section 1805 for a Medicare
Choice product it offers.

(B) BASIS FOR TERMJNATION OF ELECTION.—
A Medicare Choice organization may termi-
nate an individual's election under section
1805 with respect to a Medicare Choice prod-
uct it offers if—

(i) any premiums required with respect to
;uch product are not paid on a timely basis
(consistent with standards under section 1856
that provide for a grace period for late pay-
inent of premiums)

"(ii) the individual has engaged in disrup-
tive behavior (as specified in such stand-
rds), or

"(iii) the product is terminated with re-
spect to all individuals under this part.
Any individual whose election is so tel-mi-
nated is deemed to have elected the Non-
Medicare Choice option (as defined in section
1805 (a) (3) (A))

"(C) ORGANIZATION OBLIGATION WITH RE-
SPECT TO ELECTION FORMS—Pursuant to a
contract under section 1858. each Medicare
Choice organization receiving an election
form under section 1805(c)(2) shall transmit
to the Secretary (at such time and in such
manner as the Secretary may specify) a copy
of such form or such other information re-
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specting the election as the Secretary may
specify.

(4) SPECIAL RULES FOR LIMITED ENROLL-
MENT MEDICARE CHOICE ORGANIZATIONS.—

(A) TAFT-HARTLEY SPONSORS.—
(i) IN GENERAL—Subject to subparagraph

(D). a Medicare Choice organization that is a
Taft-Hartley sponsor (as defined in clause
(ii)) shall limit eligibility of enrollees under
this part for Medicare Choice products it of-
fers to individuals who are entitled to obtain
benefits through such products under the
terms of an applicable collective bargaining
agreement.

"(ii) TAFT-HARTLEY SPONSOR—In this part
and section 1805, the term 'Taft-Hartley
sponsor' means, in relation to a group health
plan that is established or maintained by
two or more employers or jointly by one or
more employers and one or more employee
organizations, the association, committee,
joint board of trustees, or other similar
group of representatives of parties who es-
tablish or maintain the plan.

(B) QUALIFIED ASSOCIATIONS.—
(i) IN GENERAL—Subject to subparagraph

(D). a Medicare Choice organization that is a
qualified association (as defined in clause
(iii)) shall limit eligibility of individuals
under this part for products it offers to indi-
viduals who are members of the association
(or who are spouses of such individuals).

"(ii) LIMITATION ON TERMINATION OF COV-
ERAGE—Such a qualifying association offer-
ing a Medicare Choice product to an individ-
ual may not terminate coverage of the indi-
vidual on the basis that the individual is no
longer a member of the association except
pursuant to a change 'of election during an
open election period occurring on or after
the date of the termination of membership.

'(iii) QUALIFIED ASSOCIATION—In this part
and section 1805, the term 'qualified associa-
tion' means an association, religious frater-
nal organization, or other organization
(which may be a trade, industry, or profes-
sional association, a chamber of commerce.
or a public entity association) that the Sec-
retary finds—

"(I) has been formed for purposes other
than the sale of any health insurance and
does not restrict membership based on the
health status, claims experience, receipt of
health care, medical history, or lack of evi-
dence of insurability, of an individual,

"(II) does not exist solely or principally for
the purpose of selling insurance, and

"(III) has at least 1,000 individual members
or 200 employer members.
Such term includes a subsidiary or corpora-
tion that is wholly owned by one or more
qualified organizations.

(C) UNIONS.—
'(i) IN GENERAL—Subject to subparagraph

(D), a union sponsor (as defined in clause (ii))
shall limit eligibility of enrollees under this
part for Medicare Choice products it offers to
individuals who are members of the sponsor
and affiliated with the sponsor through an
employment relationship with any employer
or are the spouses of such members.

'(ii) UNION SPONSOR—In this part and sec-
tion 1805, the term 'union sponsor' means an
employee organization in relation to a group
health plan that is established or maintained
by the organization other than pursuant to a
collective bargaining agreement.

'(D) LIMITATION—Rules of eligibility to
carry out the previous subparagraphs of this
paragraph shall not have the effect of deny-
ing eligibility to individuals on the basis of
health status, claims experience, receipt of
health care, medical history. or lack of evi-
dence of insurability.

"(E) LIMITED ENROLLMENT MEDICARE
CHOICE ORGANIZATION—In this part and sec-
tion 1805, the term 'limited enrollment Medi-
care Choice organization' means a Medicare
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Choice organization that is a union sponsor.
a Taft-Hartley sponsor. or a qualified asso-
ciation.

(F) EMPLOYER, ETC. —In this paragraph.
the terms 'employer', employee organiza-
tion', and group health plan have the mean-
ings given such terms for purposes of part 6
of subtitle B of title I of the Employee Re-
tirement Income Security Act of 1974.

Cd) SUBMISSIoN AND CHARGING OF PRE-
MIUMS.—

"(1) IN GENERAL—Each Medicare Choice
organization shall file with the Secretary
each year. in a form and manner and at a
time specified by the Secretary—

(A) the amount of the monthly premiums
for coverage under each Medicare Choice
product it offers under this part in each pay-
ment area (as determined for purposes of sec-
tion 1855) in which the product is being of-
fered: and

(B) the enrollment capacity in relation to
the product in each such area.

(2) AMOU1\TS OF PREMIUMS CHARGED—The
amount of the monthly premium charged by
a Medicare Choice organization for a Medi-
care Choice product offered in a payment
area to an individual under this part shall be
equal to the amount (if any) by which—

(A) the amount of the monthly premium
for the product for the period involved, as es-
tablished under paragraph (3) and submitted
under paragraph (1). exceeds

(B) /2 of the annual Medicare Choice
capitation rate specified in section 1855(b) (2)
for the area and period involved.

(3) UNIFORM PREMIUM—The premiums
charged by a Medicare Choice organization
under this part may not vary among individ-
uals who reside in the same payment area.

(4) TERMS AND CONDITIONS OF IMPOSING
PREMIUMS—Each Medicare Choice organiza-
tion shall permit the payment of monthly
premiums on a monthly basis and may ter-
minate election of individuals for a Medicare
Choice product for failure to make premium
payments only in accordance with sub-
section (c) (3) (B)

(5) RELATION OF PREMIUMS AND COST-SHAR-
INC TO BENEFITS—In no case may the portion
of a Medicare Choice organizations premium
rate and the actuarial value of its
deductibles, coinsurance, and copayments
charged (to the extent attributable to the
minimum benefits described in subsection
(a)(l) and not counting any amount attrib-
utable to balance billing) to individuals who
are enrolled under this part with the organi-
zation exceed the actuarial value of the coin-
surance and deductibles that would be appli-
cable on the average to individuals enrolled
under this part with the organization (or, if
the Secretary finds that adequate data are
not available to determine that actuarial
value, the actuarial value of the coinsurance
and deductibles applicable on the average to
individuals in the area, in the State. or in
the United States, eligible to enroll under
this part with the organization. or other ap-
propriate data) and entitled to benefits
under part A and enrolled under part B if
they were not members of a Medicare Choice
organization.

(e) REQUREMENT FOR ADDITIONAL BENE-
FITS. PART B PRENUUM DISCOUNT REBATES. OR
BoTh.—

(I) REQUIREMENT.—
"(A) IN GENERAL—Each Medicare Choice

organization (in relation to a Medicare
Choice product it offers) shall provide that if
there is an excess amount (as defined in sub-
paragraph (B)) for the product for a contract
year. subject to the succeeding provisions of
this subsection, the organization shall pro-
vide to individuals such additional benefits
(as the organization may specify), a rnone-
tary rebate (paid on a monthly basis) of the
part B monthly premium, or a combination
thereof, in an total value which is at least
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equal to the adjusted excess amount (as de-
fined in subparagraph (C)).

(B) EXCESS AMOUNT—For purposes of this
paragraph. the 'excess amount', for an orga-
nization for a product, is the amount (if any)
by which—

(i) the average of the capitation payments
made to the organization under this part for
the product at the beginning of contract
year, exceeds

(ii) the actuarial value of the minimum
benefits described in subsection (a)(1) under
the product for individuals under this part.
as determined based upon an adjusted com-
munity rate described in paragraph (5) (as re-
duced for the actuarial value of the coinsur-
ance and deductibles under parts A and B).

(C) ADJUSTED EXCESS AMOUNT—For pur-
poses of this paragraph. the 'adjusted excess
amount, for an organization for a product. is
the excess amount reduced to reflect any
amount withheld and reserved for the orga-
nization for the year under paragraph (3).

(I)) UNIFORM APPLICATION—This para-
graph shall be applied uniformly for all en-
rollees for a product in a service area.

(E) CONSTRUCTION—Nothing in this sub-
section shall be construed as preventing a
Medicare Choice organization from providing
health care benefits that are in addition to
the benefits otherwise required to be pro-
vided under this paragraph and from impos-
ing a premium for such additional benefits.

(2) LIMITATION ON AMOUNT OF PART B PRE-
MIUM DISCOUNT REBATE—In no case shall the
amount of a part B premium discount rebate
under paragraph (1)(A) exceed, with respect
to a month, the amount of premiums im-
posed under part B (not taking into account
section 1839(b) (relating to penalty for late
enrollment) or 1839(h) (relating to affluence
testing)). for the individual for the month.
Except as provided in the previous sentence.
a Medicare Choice organization is not au-
thorized to provide for cash or other mone-
tary rebates as an inducement for enroll-
ment or otherwise.

'(3) STABIUZATION FUND—A Medicare
Choice organization may provide that a part
of the value of an excess actuarial amount
described in paragraph (1) be withheld and
reserved in the Federal Hospital Insurance
Trust Fund and in the Federal Supple-
mentary Medical Insurance Trust Fund (in
such proportions as the Secretary deter-
mines to be appropriate) by the Secretary for
subsequent annual contract periods, to the
extent required to stabilize and prevent
undue fluctuations in the additional benefits
and rebates offered in those subsequent peri-
ods by the organization in accordance with
such paragraph. Any of such value of amount
reserved which is not provided as additional
benefits described in paragraph (1)(A) to in-
dividuals electing the Medicare Choice prod-
uct in accordance with such paragraph prior
to the end of such periods, shall revert for
the use of such trust funds,

(4) DETERMINATION BASED ON INSUFFICIENT
DATA.—For purposes of this subsection, if the
Secretary finds that there is insufficient en-
rollment experience (including no enroll-
ment experience in the case of a provider-
sponsored organization) to determine an av-
erage of the capitation payments to be made
under this part at the beginning of a con-
tract period, the Secretary may determine
such an average based on the enrollment ex-
perience of other contracts entered into
under this part.

(5) ADJUSTED COMMUNITY RATE.—
'(A) IN CENERAL.—For purposes of this sub-

section, subject to subparagraph (B). the
term adjusted community rate for a service
or services means, at the election of a Medi-
care Choice organization. either—

(i) the rate of payment for that service or
services which the Secretary annually deter-
mines would apply to an individual electing
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a Medicare Choice product under this part if
the rate of payment were determined under a
'community rating system' (as defined in
section 1302(8) of the Public Health Service
Act, other than subparagraph (C)), or

"(ii) such portion of the weighted aggre-
gate premium, which the Secretary annually
estimates would apply to such an individual,
as ,the Secretary annually estimates is at-
tributable to that service or services,
but adjusted for differences between the uti-
lization characteristics of the individuals
electing coverage under this part and the
utilization characteristics of the other en-
rollees with the organization (or, if the Sec-
retary finds that adequate data are not
available to adjust for those differences, the
differences between the utilization charac-
teristics of individuals selecting other Medi-
care Choice coverage. or individuals in the
area, in the State, or in the United States,
eligible to elect Medicare Choice coverage
under this part and the utilization charac-
teristics of the rest of the population in the
area, in the State, or in the United States.
respectively).

(B) SPECIAL RULE FOR PROVIDER-SPON-
SORED ORGANIZATIONS—In the case of a Medi-
care Choice organization that is a provider-
sponsored organization, the adjusted commu-
nity rate under subparagraph (A) for a Medi-
care Choice product may be computed (in a
manner specified by the Secretary) using
data in the general commercial marketplace
or (during a transition period) based on the
costs incurred by the organization in provid-
ing such a product.

(f) RULES REGARDINC PHYSICIAN PARTICI-
PATION.—

(1) PROCEDURES—Each Medicare Choice
organization shall establish reasonable pro-
cedures relating to the participation (under
an agreement between a physician and the
organization) of physicians under Medicare
Choice products offered by the organization
under this part. Such procedures shall in-
clude—

(A) providing notice of the rules regard-
ing participation,

(B) providing written notice of participa-
tion decisions that are adverse to physicians.
and

(C) providing a process within the organi-
zation for appealing adverse decisions, in-
cluding the presentation of information and
views of the physician regarding such deci-
sion.

(2) CONSULTATION IN MEDICAL POLICIES—A
Medicare Choice organization shall consult
with physicians who have entered into par-
ticipation agreements with the organization
regarding the organization's medical policy,
quality. and medical management proce-
dures.

(3) LIMITATIONS ON PHYSICIAN INCENTIVE
PLANS.—

'(A) IN GENERAL—Each Medicare Choice
organization may not operate any physician
incentive plan (as defined in subparagraph
(B)) unless the following requirements are
met:

(i) No specific payment is made directly
or indirectly under the plan to a physician or
physician group as an inducement to reduce
or limit medically necessary services pro-
vided with respect to a specific individual
enrolled with the organization.

"(ii) If the plan places a physician or phy-
sician group at substantial financial risk (as
determined by the Secretary) for services
not provided by the physician or physician
group. the organization—

(I) provides stop-loss protection for the
physician or group that is adequate and ap-
propriate. based on standards developed by
the Secretary that take into account the
number of physicians placed at such substan-
tial financial risk in the group or under the
plan and the number of individuals enrolled
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with the organization who receive services
from the physician or the physician group.
and

(II) conducts periodic surveys of both in-
dividuals enrolled and individuals previously
enrolled with the organization to determine
the degree of access of such individuals to
services provided by the organization and
satisfaction with the quality of such serv-
ices.

(iii) The organization provides the Sec-
retary with descriptive information regard-
ing the plan, sufficient to permit the Sec.
retary to determine whether the plan is in
compliance with the requirements of this
subparagraph.

(B) PHYSICIAN INCENTIVE PLAN DEFINED.—
In this paragraph, the term physician incen-
tive plan means any compensation arrange-
ment between a Medicare Choice organiza-
tion and a physician or physician group that
may directly or indirectly have the effect of
reducing or limiting services provided with
respect to individuals enrolled with the orga-
nization under this part.

• (4) EXCEPTION FOR CERTAIN FEE-FOR-SERV-
ICE PLANS—The previous provisions of this
subsection shall not apply in the case of a
Medicare Choice organization in relation to
a Medicare Choice product if the organ iza-
tion does not have agreements between phy-
sicians and the organization for the provi-
sion of benefits under the product.

(g) PROVISION OF INFORMATION—A Medi-
care Choice organization shall provide the
Secretary with such information on the or-
ganization and each Medicare Choice product
it offers as may be required for the prepara-
tion of the information booklet described in
section 1805(d) (3)(A).

'(h) COORDINATED ACUTE AND LONG-TERM
CASE BENEFiTS UNDER A MEDICARE CHOICE
PRODUCT—Nothing in this part shall be con -
strued as preventing a State from coordinat-
ing benefits under its medicaid program
under title XIX with those provided under
Medicare Choice product in a manner that,
assures continuity of a full-range of acute
care and long-term care services to poor el-
derly or disabled individuals eligible for ben-
efits under this title and under such pro-
gram.

PATIEWr PROTECTION STANDARDS

• SEC. 1853. (a) DISCLOSURE TO ENROLLEES.—
A Medicare Choice organization shall dis-
close in clear, accurate, and standardized
form, information regarding all of the fol-
lowing for each Medicare Choice product it
offers:

• (I) Benefits under the Medicare Choice
product offered, including exclusions from
coverage.

(2) Rules regarding prior authorization or
other review requirements that could result
in nonpayment.

(3) Potential liability for cost-sharing for
out-of-network services.

"(4) The number, mix, and distribution of
participating providers.

(5) The financial obligations of the en-
rollee, including premiums, deductibles. co-
payments. and maximum limits on out-of-
pocket losses for items and services (both in
and out of network).

(6) Statistics on enrollee satisfaction with
the product and organization. including
rates of reenrollment.

(7) Enrollee rights and responsibilities,
including the grievance process provided
under subsection (f).

'(8) A statement that the use of the 911
emergency telephone number is appropriate
in emergency situations and an explanation
of what constitutes an emergency situation.

(9) A description of the organizations
quality assurance program under subsection
(d).
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Such information shall be disclosed to each
enrollee under this part at the time of en-
rollment and at least annually thereafter.

(b) ACCESS TO SERVICES.—
(1) IN GENERAL—A Medicare Choice orga-

nization offering a Medicare Choice product
may restrict the providers from whom the
benefits under the product are provided so
long as—

(A) the organization makes such benefits
available and accessible to each individual
electing the product within the product serv-
ice area with reasonable promptness and in a
manner which assures continuity in the pro-
vision of benefits:

(B) when medically necessary the organi-
zation makes such benefits available and ac-
cessible 24 hours a day and 7 days a week:

(C) the product provides for reimburse-
ment with respect to services which are cov-
ered under subparagraphs (A) and (B) and
which are provided to such an individual
other than through the organization. if—

(i) the services were medically necessary
and immediately required because of an un-
foreseen illness. injury, or condition, and

• (ii) t was not reasonable given the cir-
cumstances to obtain the services through
the organization; and

(D) coverage is provided for emergency
services (as defined in paragraph (5)) without
regard to prior authorization or the emer-
gency care providers contractual relation-
ship with the organization.

(2) MINIMUM PAYMENT LEVELS WHERE PRO-
VIDING POINT-OF-SERVICE COVERAGE—If a
Medicare Choice product provides benefits
for items and services (not described in para-
graph (l)(C)) through a network of providers
and also permits payment to be made under
the product for such items and services not
provided through such a network, the pay-
ment level under the product with respect to
such items and services furnished outside the
network shall be at least 70 percent (or. if
the effective cost-sharing rate is 50 percent.
at least 35 percent) of the lesser of—

(A) the payment basis (determined with-
out regard to deductibles and cost-sharing)
that would have applied for such items and
services under parts A and B, or

(B) the amount charged by the entity fur-
nishing such items and services.

• (3) PROTECTION OF ENROLLEES FOR CERTAIN
OUT-OF-NETWORK SERVICES.—

(A) PARTICIPATING PROVIDERS—In the
case of physicians' services or renal dialysis
services described in subparagraph (C) which
are furnished by a participating physician or
provider of services or renal dialysis facility
to an individual enrolled with a Medicare
Choice organization under this section. the
applicable participation agreement is
deemed to provide that the physician or pro-
vider of services or renal dialysis facility
will accept as payment in full from the orga-
nization the amount that would be payable
to the physician or provider of services or
renal dialysis facility under part B and from
the individual under such part, if the individ-
ual were not enrolled with such an organiza-
tion under this part.

• (B) NONPARTICIPATING PROVIDERS—In the
case of physicians' services described in sub-
paragraph (C) which are furnished by a
nonparticipating physician, the limitations
on actual charges for such services otherwise
applicable under part B (to services fur-
nished by individuals not enrolled with a
Medicare Choice organization under this sec-
tion) shall apply in the same manner as such
limitations apply to services furnished to in-
dividuals not enrolled with such an organiza-
tion.

(C) SERCEs DESCRiBED—The physicians'
Services or renal dialysis services described
n this subparagraph are physicians services
or renal dialysis services which are furnished
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to an enrollee of a Medicare Choice organiza-
tion under this part by a physician. provider
of services, or renal dialysis facility who is
not under a contract with the organization.

(4) PROTECTION FOR NEEDED SERVICES—A
Medicare Choice organization that provides
covered services through a network of pro-
viders shall provide coverage of services pro-
vided by a provider that is not part of the
network if the service cannot be provided by
a provider that is part of the network and
the organization authorized the service di-
rectly or through referral by the primary
care physician who is designated by the or-
ganization for the individual involved.

"(5) EMERGENCY SERVICES—In this sub-
section. the term emergency services'
means—

(A) health care items and sex-vices fur-
nished in the emergency department of a
hospital, and

(B) ancillary services routinely available
to such department.
to the extent they are required to evaluate
and treat an emergency medical condition
(as defined in paragraph (6)) until the condi-
tion is stabilized.

(6) EMERGENCY MEDICAL CONDITION—In
paragraph (5). the term emergency medical
condition' means a medical condition, the
onset of which is sudden, that manifests it-
self by symptoms of sufficient severity, in-
cluding severe pain, that a prudent
layperson, who possesses an average knowl-
edge of health and medicine. could reason-
ably expect the absence of immediate medi-
cal attention to result in—

(A) placing the persons health in serious
jeopardy,

(B) serious impairment to bodily func-
tions, or

(C) serious dysfunction of any bodily
organ or part.

(7) PROTECTION AGAINST BALANCE BILL-
ING.-.-The limitations on billing that apply
to a provider (including a physician) under
parts A and B in the case of an individual
electing the non-Medicare Choice option
shall apply to an individual who elects the
Medicare Choice option in the case of any
provider that (under the Medicare Choice op-
tion) may bill the enrollee directly for for
services.

(c) CONF1DEr'mALIr' AND ACCURACY OF EN-
ROLLEE RECORDS—Each Medicare Choice or-
ganization shall establish procedures—

(I) to safeguard the privacy of individ-
ually identifiable enrollee information. and

(2) to maintain accurate and timely medi-
cal records for enrollees.

(d) QUALITY ASSURANCE PROCRAM.—
(1) IN GENERAL—Each Medicare Choice

organization must have arrangements, estab-
lished in accordance with regulations of the
Secretary. for an ongoing quality assurance
program for health care services it provides
to such individuals.

(2) ELEMENTS OF PROGRAM—The quality
assurance program shall—

(A) stress health outcomes:
(B) provide for the establishment of writ-

ten protocols for utilization review, based on
current standards of medical practice;

"(C) provide review by physicians and
other health care professionals of the process
followed in the provision of such health care
services;

(D) monitors and evaluates high volume
and high risk services and the care of acute
and chronic conditions:

(E) evaluates the continuity and coordi-
nation of care that enrollees receive:

(F) has mechanisms to detect both under-
utilization and overutilization of services:

(C) after identifying areas for improve-
ment. establishes or alters practice param-
eters:
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(H) takes action to improve quality and

assesses the effectiveness of such action
through systematic follow-up;

(I) makes available information on qual-
ity and outcomes measures to facilitate ben-
eficiary comparison and choice of health
coverage options (in such form and on such
quality and outcomes measures as the Sec-
retary determines to be appropriate):

(J) is evaluated on an ongoing basis as to
its effectiveness: and

(K) provide for external accreditation or
review, by a utilization and quality control
peer review organization under part B of
title XI or other qualified independent re-
view organization, of the quality of services
furnished by the organization meets profes-
sionally recognized standards of health care
(including providing adequate access of en-
rollees to services).

(3) ExcEi'TIoN FOR CERTAIN FEE-FOR-SERV-
ICE PLANS—Paragraph (1) and subsection
(c)(2) shall not apply in the case of a Medi-
care Choice organization in relation to a
Medicare Choice product to the extent the
organization provides for coverage of bene-
fits without restrictions relating to utiliza-
tion and without regard to whether the pro-
vider has a contract or other arrangement
with the plan for the provision of such bene-
fits.

(4) TREATMENT OF ACCREDITATION—The
Secretary shall provide that a Medicare
Choice organization is deemed to meet the
requirements of paragraphs (1) and (2) of this
subsection and subsection (c) if the organiza-
tion is accredited (and periodically
reaccredited) by a private organization
under a process that the Secretary has deter-
mined assures that the organization meets
standards that are no less stringent than the
standards established under section 1856 to
carry Out this subsection and subsection (c).

•

(e) COVERAGE DETERMINATIONS.—
(1) DECISIONS ON NONEMERGENCY CARE—A

Medicare Choice organization shall make de-
terminations regarding authorization re-
quests for nonemergency care on a timely
basis, depending on the urgency of the situa-
tion.

• (2) APPEALS.—
(A) IN GENERAL—Appeals from a deter-

mination of an organization denying cov-
erage shall be decided within 30 days of the
date of receipt of medical information, but
not later than 60 days after the date of the
decision.

(B) PI-WSICIAN DECISION ON CERTAIN A?-
PEALS—Appeal decisions relating to a deter-
mination to deny coverage based on a lack of
medical necessity shall be made only by a
physician.

• (C) EMERGENCY CASES—Appeals from
such a determination involving a life-threat-
ening or emergency situation shall be de-
cided on an expedited basis.

• (f) GRIEVANCES AND APPEALS.—
(I) GRIEVANCE MECHANISM—Each Medi-

care Choice organization must provide mean-
ingful procedures for hearing and resolving
grievances between the organization (includ-
ing any entity or individual through which
the organization provides health care serv-
ices) and enrollees under this part.

(2) APPEALS—An enrollee with an organi-
zation under this part who is dissatisfied by
reason of the enrollees failure to receive any
health service to which the enrollee believes
the enrollee is entitled and at no greater
charge than the enrollee believes the en-
rollee is required to pay is entitled, if the
amount in controversy is $100 or more, to a
hearing before the Secretary to the same ex-
tent as is provided in section 205(b), and in
any such hearing the Secretary shall make
the organization a party. If the amount in
controversy is $1,000 or more, the individual
or organization shall, upon notifying the

other party, be entitled to judicial review of
the Secretary's final decision as provided in
section 205(g). and both the individual and
the organization shall be entitled to be par-
ties to that judicial review. In applying sec-
tions 205(b) and 205(g) as provided in this sub-
paragraph, and in applying section 205(1)
thereto, any reference therein to the Com-
missioner of Social Security or the Social
Security Administration shall be considered
a reference to the Secretary or the Depart-
ment of Health and Human Services, respec-
tively.

(3) COORDINATION WITH SECRETARY OF
LABOR—The Secretary shall consult with the
Secretary of Labor so as to ensure that the
requirements of this subsection, as they
apply in the case of grievances referred to in
paragraph (1) to which section 503 of the Em-
ployee Retirement Income Security Act of
1974 applies, are applied in a mariner consist-
ent with the requirements of such section
503.

(g) INFORMATION ON ADVANCE DIREC-
TIVES—Each Medicare Choice organization
shall meet the requirement of section 1866(f)
(relating to maintaining written policies and
procedures respecting advance directives).

-. (h) APPROVAL OF MARKETING MATE-
RIALS—

(1) SUBMISSION—Each Medicare Choice
organization may not distribute marketing
materials unless—

-. (A) at least 45 days before the date of dis-
tribution the organization has submitted the
material to the Secretary for review, and

(B) the Secretary has not disapproved the
distribution of such material.

-(2) REVIEW—The standards established
under section 1856 shall include guidelines
for the review of all such material submitted
and under such guidelines the Secretary
shall disapprove such material if the mate-
rial is materially inaccurate or misleading
or otherwise makes a material misrepresen-
tation.

(3) DEEMED APPROVAL (I-STOP SHOPPING).—
In the case of material that is submitted
under paragraph (1)(A) to the Secretary or a
regional office of the Department of Health
and Human Services and the Secretary or
the office has not disapproved the distribu-
tion of marketing materials under paragraph
(i)(B) with respect to a Medicare Choice
product in an area, the Secretary is deemed
not to have disapproved such distribution in
all other areas covered by the product and
Organization.

(4) PROHIBITION OF CERTAIN MARKETING
PRACTICES—Each Medicare Choice organiza-
tion shall conform to fair marketing stand-
ards in relation to Medicare Choice products
offered under this part, included in the
standards established under section 1856.
Such standards shall include a prohibition
against an organization (Or agent of such an
organization) completing any portion of any
election form under section 1805 on behalf of
any individual,

(i) ADDITIONAL STANDARDIZED INFORMA-
TION ON QuALrri. OUTCOMES. AND OThER FAC-
TORS.—

(1) IN GENERAL—In addition to any other
information required to be provided under
this part, each Medicare Choice organization
shall provide the Secretary (at a time, not
less frequently than annually. and in an elec-
tronic, standardized form and manner speci-
fied by the Secretary) such information as
the Secretary determines to be necessary.
consistent with this part, to evaluate the
performance of the organization in providing
benefits to enrollees.

(2) INFORMATION TO BE INCLUDED—Subject
to paragraph (3), information to be provided
under this subsection shall include at least
the following:

(A) Information on the characteristics of
enrollees that may affect their need for or
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use of health services and the determination
of risk-adjusted payments under section 1855.

(B) Information on the types of treat-
ments and Outcomes of treatments with re-
spect to the clinical health, functional sta-
tus, and well-being of enrollees,

(C) Information on health care expendi-
tures and the volume and prices of proce-
dures.

(D) Information on the flexibility per-
mitted by plans to enrollees in their selec-
tion of providers.

(3) SPECLL TREATMENT—The Secretary
may waive the provision of such information
under paragraph (2). or require such other in-
formation, as the Secretary finds appro-
priate in the case of a newly established
Medicare Choice organization for which such
information is not available.

(j) DEMONSTRATION PROJECTS—The Sec-
retary shall provide for demonstration
projects to determine the effectiveness, cost,
and impact of alternative methods of provid-
ing comparative information about the per-
formance of Medicare Choice organizations
and products and the performance of medi-
care supplemental policies in relation to
such products. Such projects shall include
information about health care outcomes re-
sulting from coverage under different prod-
ucts and policies.

'PROVIDER-SPONSORED NETWORKS

"SEC. 1858. (a) PROVIDER-SPONSORED NET-
WORK DEFINED.—

'(1) IN GENERAL—In this part. the term
provider-sponsored network means a public
or private entity is a provider. or group of af-
filiated providers, that provides a substan-
tial proportion (as defined by the Secretary)
of the health care items and services under
the contract under this part directly through
the provider or affiliated group of providers.

(2) SUBSTANrL&L PROPORTION—In defining
what is a 'substantial proportion' for pur-
poses of paragraph (1). the Secretary—

(A) shall take into account the need for
such an organization to assume resporisibil-
ity for a substantial proportion of services in
order to assure financial stability and the
practical difficulties in such an organization
integrating a very wide range of service pro-
viders; and

'(B) may vary such proportion based upon
relevant differences among organizations.
such as their location in an urban or rural
area,

(3) AFFILIATION—For purposes of this
subsection, a provider is 'affiliated' with an-
other provider if. through contract. owner-
ship. or otherwise—

(A) one provider, directly or indirectly.
controls, is controlled by. or is under com-
mon control with the other,

(B) each provider is a participant in a
lawful combination under which each pro-
vider shares, directly or indirectly, substan-
tial financial risk in connection with their
operations,

(C) both providers are part of a controlled
group of corporations under section 1563 of
the Internal Revenue Code of 1986. or

(D) both providers are part of an affiliated
service group under section 414 of such Code.

(4) CONTROL—for purposes of paragraph
(3). control is presumed to exist if one party,
directly or indirectly. owns, controls, or
holds the power to vote, or proxies for, not
less than 51 percent of the voting rights or
governance rights of another,

• (b) CERTIFICATION PROCESS FOR PROVIDER-
SPONSORED NETWORKS. —

(1) FEDERAL ACTION ON CERTIFICATION.—
If—

• (A) a State fails to complete action on a
licensing application of an eligible organiza-
tion that is a provider sponsored network
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within 90 days of receipt of the completed ap-
plication. or

(B) a State denies a licensing application
and the Secretary determines that t:he
States licensing standards or review process
create an unreasonable barrier to market
entry.
the Secretary shall evaluate such applica-
tion pursuant to the procedures established
under paragraph (2).

(2) FEDERAL CERTIFICATION PROCEDURES.—
(A) IN GENERAL—The Secretary shall es-

tablish a process for certification of an eligi-
ble organization that is a provider sponsored
network) and its sponsor as meeting the re-
quirements of this part in cases described n
paragraph (1).

(B) REQUIREMENTS—Such process shall—
(i) set forth the standards for certif i-

cation.
(ii) provide that final action will be taken

on an application for certification within 120
business days of receipt of the completed ap-
plication.

(iii) provide that State law and regula-
tions shall apply to the extent they have not
been found to be an unreasonable barrier to
market entry under paragraph (l)(A)(ii). and

(iv) require any person receiving a certifi-
cate to provide the Secretary with all rea-
sonable information in order to ensure com-
pliance with the certification.
Not later then 5 business days after receipt
of an application under this subsection, the
Secretary shall notify the applicant as to
whether the application includes all infor-
mation necessary to process the applica-
tion.is received by the Secretary.

(C) EFFECT OF CERTIFICATIONS.—
(i) IN GENERJ...—A certificate under this

subsection shall be issued for not more than
36 months and may not be renewed, unless
the Secretary determines that the States
laws and regulations provide an unreason-
able barrier to market entry.

"(ii) COORDINATION WITH STATE—A person
receiving a certificate under this section
shall continue to seek State licensure under
paragraph (1) during the period the certifi-
cate is in effect.

(D) STATE STANOARDS.—During the first
24 months after the issuance of the Federal
rules relating to the Federal certification
process established under this paragraph. a
State may apply to the Secretary to dem-
onstrate that the States licensure standards
and process are consistent with Federal
standards, incorporate appropriate flexibil-
ity to reflect the deliver system of provider-
sponsored networks, and do not present an
unreasonable barrier to market entry. If the
Secretary approves the State licensure
standards and process under this subpara-
graph. a provider sponsored network in such
a State shall be required to obtain State li-
censes (as well as meet all other applicable
Federal standards).

(3) REPORT—Not later then December 31.
1999. the Secretary shall report to Congress
on the Federal certification system under
paragraph (2). including an analysis of State
efforts to adopt licensing standards and re-
view processes that take into account the
fact that provider-sponsored networks pro-
vide services directly to enrollees through
affiliated providers.'.

(b) CONFORrNG ANDMENTS.—
(1) TERMINATION OF SECTION 1876.—Section

1876 (42 U.S.C. 1395mm) is repealed.
(2) GME ADJUSTMENT—Section 1886(h) (42

U.S.C. 1395ww(h)) is amended by inserting
including all days attributable to patients
enrolled in an eligible organization with a
risk-sharing contract under part C" after
part A'.

(c) SUNSET—No certificate shall be is-
sued under this section after December 31.
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2000. and no certificate under. this section
shall remain in effect after December 31.
2001.

(2) EXCEPTION FOR IDENTICAL STAND-
ARDS.—Paragraph (1) shall not apply with re-
spect to any State law to the extent that
such law provides the application of stand-
ards that are identical to the standards es-
tablished for provider-sponsored organiza-
tions under this part.

(3) CONSTRUcTION—Nothing in this sub-
section shall be construed as affecting the
operation of section 514 of the Employee Re-
tirement Income Security Act of 1974.

'PAYMENTS TO MEDICARE CHOICE
ORGANIZATIONS

"SEC. 1855. (a) PAYMENTS.—
'(1) IN GENERAL—Under a contract under

section 1858 the Secretary shall pay to each
Medicare Choice organization. with respect
to coverage of an individual under this part
in a payment area for a month, an amount
equal to the monthly adjusted Medicare
Choice capitation rate (as provided under
subsection (b)) with respect to that individ-
ual for that area.

'(2) ANNUAL ANNOUNCEMENT—The Sec-
retary shall annually determine, and shall
announce (in a manner intended to provide
notice to interested parties) not later than
September 7 before the calendar year con-
cerned—

"(A) the annual Medicare Choice capita-
tion rate for each payment area for the year,
and

"(B) the factors to be used in adjusting
such rates under subsection (b) for payments
for months in that year.

"(3) ADVANCE NOTICE OF METHODOLOCICAL
CHANGES—At least 45 days before making
the announcement under paragraph (2) for a
year, the Secretary shall provide for notice
to Medicare Choice organizations of proposed
changes to be made in the methodology or
benefit coverage assumptions from the meth-
odology and assumptions used in the pre-
vious announcement and shall provide such
organizations an opportunity to comment on
such proposed changes.

(4) EXPLANATION OF ASSUMPTIONS—In
each announcement made under paragraph
(2) for a year. the Secretary shall include an
explanation of the assumptions (including
any benefit coverage assumptions) and
changes in methodology used in the an-
nouncement in sufficient detail so that Med-
icare Choice organizations can compute
monthly adjusted Medicare Choice capita-
tion rates for classes of individuals located
in each payment area which is in whole or in
part within the service area of such an orga-
nization.

(b) MONTHLY ADJUSTED MEDICARE CHOICE
CAPITATION RATE.—

"(I) IN GENERAL—For purposes of this sec-
tion. the 'monthly adjusted Medicare Choice
capitation rate' under this subsection, for a
month in a year for an individual in a pay-
ment area (specified under paragraph (3)) and
in a class (established under paragraph (4)).
is ½z of the annual Medicare Choice capita-
tion rate specified in paragraph (2) for that
area for the year. adjusted to reflect the ac-
tuarial value of benefits under this title with
respect to individuals in such class compared
to the national average for individuals in all
classes.

(2) ANNUAL MEDICARE CHOICE CAPITATION
RATES.—

(A) IN GENERAL—For purposes of this sec-
tion. the annual Medicare Choice capitation
rate for a payment area for a year is equal to
the annual Medicare Choice capitation rate
for the area for the previous year (or, in the
case of 1996. the average annual per capita
rate of payment described in section
1876(a)(l)(C) for the area for 1995) increased
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by the per capita growth rate for that area
and year (as determined under subsection
(c)).

(B) SPECIAL RULES FOR 1996.—
(i) FLOOR AT 85 PERCENT OF NATIONAL AV-

ERAGE—In no case shall the annual Medicare
Choice capitation rate for a payment area
for 1996 be less than 85 percent of the na-
tional average of such rates for such year for
all payment areas (weighted to reflect the
number of medicare beneficiaries in each
such area).

'(ii) REMOVAL OF MEDICAL EDUCATION AND
DISPROPORTIONATE SHARE HOSPITAL PAYMENTS
FROM CALCULATION OF ADJUSTED AVERAGE PER
CAPITA COST—In determining the annual
Medicare Choice capitation rate for 1996. the
average annual per capita rate of payment
described in section 1876(a)(1)(C) for 1995

shall be determined as though the Secretary
had excluded from such rate any amounts
which the Secretary estimated would have
been payable under this title during the year
for—

"(I) payment adjustments under section
1886(d)(5)(F) for hospitals serving a dis-
proportionate share of low-income patients:
and

'(II) the indirect costs of medical edu-
cation under section 1886(d)(5)(B) or for di-
rect graduate medical education costs under
section 1886(h).

"(3) PAYMEr'n AREA DEFINED.—
'(A) IN GENERAL—In this section. the term

'payment area means—
'(i) a metropolitan statistical area, or
"(ii) all areas of a State outside of such an

area.
(B) SPECIAL RULE FOR ESRD BENE-

FICIARIES.—Such term means, in the case of
the population group described in paragraph
(5) (C), each State,

'(4) CLASSES.—
'(A) IN GENERAL—For purposes of this sec-

tion. the Secretary shall define appropriate
classes of enrollees, consistent with para-
graph (5). based on age. gender. welfare sta-
tus. institutionalization, arid such other fac-
tors as the Secretary determines to be appro-
priate. so as to ensure actuarial equivalence.
The Secretary may add to. modify. or sub-
stitute for such classes, if such changes will
improve the determination of actuarial
equivalence.

"(B) RESEARCH—The Secretary shall con-
duct such research as may be necessary to
provide for greater accuracy in the adjust-
ment of capitation rates under this sub-
section. Such research may include research
into the addition or modification of classes
under subparagraph (A). The Secretary shall
submit to Congress a report on such research
by not later than January 1. 1997.

(5) DIVISION OF MEDICARE POPULATION—In
carrying Out paragraph (4) and this section.
the Secretary shall recognize the following
separate population groups:

(A) AGED—Individuals 65 years of age or
older who are not described in subparagraph
(C).

"(B) DISABLED—Disabled individuals who
are under 65 years of age and not described in
subparagraph (C).

(C) lDIVIDUALS WITH END STAGE RENAL
DISEASE—Individuals who are determined to
have end stage renal disease.

'(c) PER CAPITA GROWrH RATES.—
"(I) FOR 1996.—

(A) IN GENERAL—For purposes of this sec-
tion and subject to subparagraph (B). the per
capita growth rates for 1996. for a payment
area assigned to a service utilization cohort
under subsection (d). shall be the following:

(i) BELOW AVERAGE SERVICE UTILIZATION
COHORT.—For areas assigned to the below av-
erage service utilization cohort, 9.6 percent.
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"(ii) ABOVE AVERAGE SERVICE UTILIZATION

COHORT—For areas assigned to the above a-
erage service utilization cohort, 4.8 percent.

• (iii) HIGHEST SERVICE UTILIZATION CO-
HORT—For areas assigned to the highest
service utilization cohort. 2.1 percent.

(B) BuocET r'JErraJ ADJUSTMENT—The
Secretary shall adjust the per capita growth
rates specified in subparagraph (A) for all
the areas by such uniform factor as may be
necessary to assure that the total capitation
payments under this section during 1996 are
the same as the amount such payments
would have been if the per capita growth
rate for all such areas for 1996 were equal to
the national average per capita growth rate.
specified in paragraph (3) for 1996.

• '(2) FOR SUBSEQUENT YEARS.—
• (A) IN GENERAL—For purposes of this sec-

tion and subject to subparagraph (B). the
Secretary shall compute a per capita growth
rate for each year after 1996. for each pay-
ment area as assigned to a service utilization
cohort under subsection (d), consistent with
the following rules:

• (i) BELOW AVERAGE SERVICE UTILIZATION
COHORT SET AT 143 PERCENT OF NATIONAL AVER-
AGE PER CAPITA GROWTH RATE—The per cap-
ita growth rate for areas assigned to the
below average service utilization cohort for
the year shall be 160 percent of the national
average per capita growth rate for the year
(as specified under paragraph (3)).

• (ii) ABOVE AVERAGE SERVICE UTILIZATION
COHORT SET AT 80 PERCENT OF NATIONAL AVER-
AGE PER CAPITA GROWrH RATE.—The per cap-
ita growth rate for areas assigned to the
above average service utilization cohort for
the year shall be 80 percent of the national
average per capita growth rate for the year.

•

(iii) HIGHEST SERVICE UTILIZATION COHORT
SET AT 40 PERCENT OF NATIONAL AVERAGE PER
CAPITA GROWTH RATE—The per capita growth
rate for areas assigned to the highest seriice
utilization cohort for the year shall be 35
percent of the national average per capita
growth rate for the year.

•

(B) AVERAGE PER CAPITA GROWTH RATE AT
NATIONAL AVERAGE TO ASSURE EUDGET NEU-
TRALITY—The Secretary shall compute per
capita growth rates for a year under sub-
paragraph (A) in a manner so that the
weighted average per capita growth rate for
all areas for the year (weighted to reflect the
number of medicare beneficiaries in each
area) is equal to the national average per
capita growth rate under paragraph (3) for
the year.

(3) NATIONAL AVERAGE PER CAPITA GROWTH
RATES—In this subsection, the national av-
erage per capita growth rate for—

'(A) 1996 is 6.0 percent.
• (B) 1997 is 6.0 percent.
(C) 1998 is 6.0 percent.

"(D) 1999 is 5.5 percent.
(E) 2000 is 5.5 percent.
(F) 2001 is 5.5 percent,

• (G) 2002 is 5.5 percent. and
(H) each subsequent year is 55 percent.
(d) ASSIGNMENT OF PAYMENT AREAs TO

SERVICE UTIUZATION COHORTS.—
(1) IN GENERAL—For purposes of deter-

mining per capita growth rates under sub-
section (c) for areas for a year. the Secretary
shall assign each payment area to a service
utilization cohort (based on the service utili-
zation index value for that area determined
under paragraph (2)) as follows:

(A) BELOW AVERAGE SERVICE UTiLIZATION
COHORT—Areas with a service utilization
index value of less than 1.00 shall be assigned
to the below average service utilization co-
hort.

(B) ABOVE AVERAGE SERVICE UTILIZATION
COHORT—Areas with a service utilization
index value of at least 1.00 but less than 1.20
shall be assigned to the above average serv-
ice utilization cohort.
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(C) HIGHEST SERVICE UTILIZATION CO-

HORT—Areas with a service utilization index
value of at least 1.20 shall be assigned to the
highest service utilization cohort.

(2) DETERMINATION OF SERVICE UTILIZATION
INDEX VALUES—In order to determine the per
capita growth rate for a payment area for
each year (beginning with 1996). the Sec-
retary shall determine for such area and
year a service utilization index value, which
is equal to—

(A) the annual Medicare Choice capita-
tion rate under this section for the area for
the year in which the determination is made
(or. in the case of 1996, the average annual
per capita rate of payment (described in sec-
tion 1876(a)(1)(C)) for the area for 1995); di-
vided by

(B) the input-price-adjusted annual na-
tional Medicare Choice capitation rate (as
determined under paragraph (3)) for that
area for the year in which the determination
is made.

(3) DETERMINATION OF INPUT-PRICE-AD-
JUSTED RATES.—

(A) IN GENERAL—For purposes of para-
graph (2). the input-price-adjusted annual
national Medicare Choice capitation rate for
a payment area for a year is equal to the
sum, for all the types of medicare services
(as classified by the Secretary), of the prod-
uct (for each such type) of—

(i) the national standardized Medicare
Choice capitation rate (determined under
subparagraph (B)) for the year.

(ii) the proportion of such rate for the
year which is attributable to such type of
services, and

(iii) an index that reflects (for that year
and that type of services) the relative input
price of such services in the area compared
to the national average input price of such
services.
In applying clause (iii). the Secretary shall,
subject to subparagraph (C), apply those in-
dices under this title that are used in apply-
ing (or updating) national payment rates for
specific areas and localities.

(B) NATIONAL STANDARI)IZED MEDICARE
CHOICE CAPITATION RATE—In this paragraph.
the national standardized Medicare Choice
capitation rate for a year is equal to—

(i) the sum (for all payment areas) of the
product of (I) the annual Medicare Choice
capitation rate for that year for the area
under subsection (b)(2), and (II) the average
number of medicare beneficiaries residing in
that area in the year; divided by

"(ii) the total average number of medicare
beneficiaries residing in all the payment
areas for that year.

(C) SPECIAL RULES FOR 19.—In applying
this paragraph for 1996—

(i) medicare services shall be divided into
2 types of services: part A services and part
B services:

"(ii) the proportions described in subpara-
graph (A)(ii) for such types of services shall
be—

(I) for part A services, the ratio (ex-
pressed as a percentage) of the average an-
nual per capita rate of payment for the area
for part A for 1995 to the total average an-
nual per capita rate of payment for the area
for parts A and B for 1995. and

"(II) for part B services, 100 percent minus
the ratio described in subclause (I);

(iii) for the part A services. 70 percent of
payments attributable to such services shall
be adjusted by the index used under section
1886(d) (3) (E) to adjust payment rates for rel-
ative hospital wage levels for hospitals lo-
cated in the payment area involved:

"(iv) for part B services—
(1) 66 percent of payments attributable to

such services shall be adjusted by the index
of the geographic area factors under section
1848(e) used to adjust payment rates for phy-
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sicians' services furnished in the payment
area, and

'(II) of the remaining 34 percent of the
amount of such payments. 70 percent shall be
adjusted by the index described in clause
(iii):

(v) the index values shall be computed
based only on the beneficiary population de-
scribed in subsection (b)(5)(A).
The Secretary may continue to apply the
rules described in this subparagraph (Or simi-
lar rules) for 1997.

(e) PAYMENT PROCESS.—
'(I) IN GENERAL—Subject to section

1859(f). the Secretary shall make monthly
payments under this section in advance and
in accordance with the rate determined
under subsection (a) to the plan for each in-
dividual enrolled with a Medicare Choice or-
ganization under this part.

(2) ADJUSTMENT TO REFLECT NUMBER OF
ENROLLEES.—

(A) IN GENERAL—The amount of payment
under this subsection may be retroactively
adjusted to take into account any difference
between the actual number of individuals en-
rolled with an organization under this part
and the number of such individuals esti-
mated to be so enrolled in determining the
amount of the advance payment.

(B) SPECIAL RULE FOR CERTAIN ENROLL-
EES.—

'(i) IN GENERAL—Subject to clause (ii). the
Secretary may make retroactive adjust-
ments under subparagraph (A) to take into
account individuals enrolled during the pe-
riod beginning on the date on which the indi-
vidual enrolls with a Medicare Choice orga-
nization under a product operated. spon-
sored. or contributed to by the individuals
employer or former employer (Or the em-
ployer or former employer of the individual's
spouse) and ending on the date on which the
individual is enrolled in the organization
under this part. except that for purposes of
making such retroactive adjustments under
this subparagraph, such period may not ex-
ceed 90 days.

(ii) EXCEPTION—No adjustment may be
made under clause (i) with respect to any in-
dividual who does not certify that the orga-
nization provided the individual with the dis-
closure statement described in section
1853(a) at the time the individual enrolled
with the organization.

(f) PA'1ENTS FROM TRUST FUND—The
payment to a Medicare Choice organization
under this section for individuals enrolled
under this part with the organization, and
payments to a Medicare Choice MSA under
subsection (f)(1)(B). shall be made from the
Federal Hospital Insurance Trust Fund and
the Federal Supplementary Medical Insur-
ance Trust Fund in such proportion as the
Secretary determines reflects the relative
weight that benefits under part A and under
part B represents of the actuarial value of
the total benefits under this title.

(g) SPECIAL RUL.E FOR CERTAIN INPATIENT
HOSPITAL STAYS—In the case of an individ-
ual who is receiving inpatient hospital serv-
ices from a subsection (d) hospital (as de-
fined in section 1886(d)(1)(B)) as of the effec-
tive date of the individual's—

(1) election under this part of a Medicare
Choice product offered by a Medicare Choice
organization—

'(A) payment for such services until the
date of the individual's discharge shall be
made under this title through the Medicare
Choice product or Non-Medicare Choice op-
tion (as the case may be) elected before the
election with such organization,

'(B) the elected organization shall not be
financially responsible for payment for such
services until the date after the date of the
individual's discharge. and
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(C) the organization shall nonetheless be

paid the full amount otherwise payable to
the organization under this part: or

(2) termination of election with respect to
a Medicare Choice organization under this
part—

(A) the organization shall be financially
responsible for payment for such services
after such date and until the date of the indi-
viduals discharge.

(B) payment for such services during the
stay shall not be made under section 1886(d)
or by any succeeding Medicare Choice orga-
nization, and

(C) the terminated organization shall not
receive any payment with respect to the in-
dividual under this part during the period
the individual is not enrolled.
•

ESTABLISHMENT OF STANDARDS FOR MEDI-
CARE CHOICE ORGANIZATIONS AND PRODUCTS

"SEC. 1856. (a) INTERIM STANDARDS.—
'(1) IN CENERAL.—The Secretary shall issue

regulations regarding standards for Medicare
Choice organizations and products within U0
days after the date of the enactment of this
section. Such regulations shall be issued on
an interim basis, but shall become effective
upon publication and shall be effective
through the end of 1999.

"(2) SOLICITATION OF VIEWS—In developing
standards under this subsection relating to
solvency of Medicare Choice organizations,
the Secretary shall solicit the views of the
American Academy of Actuaries.

(3) EFFECT ON STA REGULATIONS.—Regu
lations under this subsection shall not pre.
empt State regulations for Medicare Choice
organizations for products not offered under
this part.

(b) PERMANENT STANDARDS.—
(1) IN GENERAL.—The Secretary shall de-

velop permanent standards under this sub-
section,

'(2) CONSULTATION—In developing stand-
ards under this subsection, the Secretary
shall consult with the National Association
of Insurance Commissioners, associations
representing the various types of Medicare
Choice organizations, and medicare bene-
ficiaries.

(3) EFFECTIVENESS—The standards under
this subsection shall take effect for periods
beginning on or after January 1. 2000.

(c) SOLVENCY—In establishing interim
and permanent standards under this section
relating to solvency of organizations. the
Secretary shall recognize the multiple
means of demonstrating solvency, includ-
ing—

(1) reinsurance purchased through a rec-
ognized commerce company or through a
capitive company owned directly or indi-
rectly by 3 or more provider-sponsored orga-
nizations,

(2) unrestricted surplus.
'(3) guarantees. and
(4) letters of credit

In such standards, the Secretary may treat
as admitted assets the assets used by a pro-
vider-sponsored organization in delivering
covered services.

(d) APPLICATION OF NEW STANDARDS TO
ENTITIES \Th A CONTRACT.—In the case of a
Medicare Choice organization with a con-
tract in effect under this part at the time
standards applicable to the organization
under this section are changed, the organiza-
tion may elect not to have such changes
apply to the organization until the end of
the current contract year (or. if there is less
than 6 months remaining in the contract
year. until 1 year after the end of the current
contract year).

(e) RELATION TO STATE LAWS—The stand-
ards established under this section shall su-
persede any State law. The standard or regu-
lation with respect to Medicare Choice prod-

CONGRESSIONAL RECORD — SENATE
ucts which are offered by Medicare Choice
organizations and are issued by organiza-
tions to which section 1851(b)(l) applies, to
the extent such law or regulation is incon-
sistent with such standards.

'MEDICARE CHOICE CERTIFICATION

"SEC. 1857. (a) IN GENERAL.—
(1) ESTABLISHMENT—The Secretary shall

establish a process for the certification of or-
ganizations and products offered by organi-
zations as meeting the applicable standards
for Medicare Choice organizations and Medi-
care Choice products established under sec-
tion 1856.

"(2) INVOLVEMENT OF' SECRETARY OF
LABOR—Such process shall be established
and operated in cooperation with the Sec-
retary of Labor with respect to union spon-
sors and Taft-Hartley sponsors.

(3) USE OF PRIVATE ACCREDITATION PROC-
ESSES.—

'(A) IN CENERAL.—The process under this
subsection shall, to the maximum extent
practicable. provide that Medicare Choice or-
ganizations and products that are licensed or
certified through a qualified private accredi-
tation process that the Secretary finds ap-
plies standards that are no less stringent
than the requirements of this part are
deemed to meet the corresponding require-
ments of this part for such an organization
or product.

"(B) PERIODIC ACCREDITATION—The use of
an accreditation under subparagraph (A)
shall be valid only for such period as the Sec-
retary specifies.

'(4) USER FEES.—The Secretary may im-
pose user fees on entities seeking certifi-
cation under this subsection in such
amounts as the Secretary deems sufficient to
finance the costs of such certification.

(b) NO'nCE TO ENROLLEES IN CASE OF DE-
CERTIFICATION—If a Medicare Choice organi-
zation or product is decertified under this
section. the organization shall notify each
enrollee with the organization and product
under this part of such decertification.

'(c) QUAUFIED ASSOCIATIONS—In the case
of Medicare Choice products offered by a
Medicare Choice organization that is a quali-
fied association (as defined in section
1854(c)(4)(C)) and issued by an organization
to which section 1851(b)(1) applies or by a
provider-sponsored organization (as defined
in section 1854(a)), nothing in this section
shall be construed as limiting the authority
of States to regulate such products.

CONTRACTS WITh MEDICARE CHOICE
ORGANIZATIONS

'SEC. 1858. (a) IN GENERAL—The Secretary
shall not permit the election under section
1805 of a Medicare Choice product offered by
a Medicare Choice organization under this
part. and no payment shall be made under
section 1856 to an organization, unless the
Secretary has entered into a contract under
this section with an organization with re-
spect to the offering of such product. Such a
contract with an organization may cover
more than one Medicare Choice product.
Such contract shall provide that the organi-
zation agrees to comply with the applicable
requirements and standards of this part and
the terms and conditions of payment as pro-
vided for in this part.

(b) ENROLLMENT REQUIREMENTS,—
"(A) MINIMUM ENROLLMENT REQUIREMENT.—

Subject to subparagraphs (B) and (C). the
Secretary may not enter into a contract
under this section with a Medicare Choice
organization (other than a union sponsor or
Taft-Hartley sponsor) unless the organiza-
tion has at least 5.000 individuals (or 1.500 in-
dividuals in the case of an organization that
is a provider-sponsored organization) who
are receiving health benefits through the or-
ganization, except that the standards under

October 26, 1995
section 1856 may permit the organization to
have a lesser number of beneficiaries (but
not less than 500 in the case of an organiza-
tion that is a provider-sponsored organiza-
tion) if the organization primarily serves in-
dividuals residing outside of urbanized areas.

(B) ALLOWING TRANSmON.—The Secretary
may waive the requirement of subparagraph
(A) during the first 3 contract years with re-
spect to an organization.

'(C) TREATMENT OF AREAS WITH LOW MAN-
AGED CARE PENETRAflON.—The Secretary
may waive the requirement of subparagraph
(A) in the case of organizations operating in
areas in which there is a low proportion of
medicare beneficiaries who have made the
Medicare Choice election.

"(2) REQUIREMENT FOR ENROLLMENT OF NON-
MEDICARE BENEFICIARIES.—

"(A) IN CEr4ERAL.—Each Medicare Choice
organization with which the Secretary en-
ters into a contract under this section shall
have, for the duration of such contract, an
enrolled membership at least one-half of
which consists of individuals who are not en-
titled to benefits under this title or under a
State plan approved under title XIX.

• '(B) EXCEPTION—Subparagraph (A) shall
not apply to—

• (i) an organization that has been certified
by a national organization recognized by the
Secretary and has been found to have met
performance standards established by the
Secretary for at least 2 years. or

- (ii) a provider-sponsored organization for
which commercial payments to providers
participating in the organization exceed the
payments to the organization under this
part.

'(C) MODIFICATION AND WAIVER—The Sec-
retary may modify or waive the requirement
imposed by subparagraph (A)—

(i) to the extent that more than 50 per-
cent of the population of the area served by
the organization consists of individuals who
are entitled to benefits under this title or
under a State plan approved under title XIX,
or

'(ii) in the case of an organization that is
owned and operated by a governmental en-
tity, only with respect to a period of three
years beginning on the date the organization
first enters into a contract under this sec-
tion. and only if the organization has taken
and is making reasonable efforts to enroll in-
dividuals who are not entitled to benefits
under this title or under a State plan ap-
proved under title XIX.

-. (D) ENFORCEMENT—If the Secretary de-
termines that an organization has failed to
comply with the requirements of this para-
graph. the Secretary may provide for the
suspension of enrollment of individuals
under this part or of payment to the organi-
zation under this part for individuals newly
enrolled with the organization. after the
date the Secretary notifies the organization
of such noncompliance.

(c) CONTRACT PERIOD AND EFFECTWE-
NIESS.-

"(1) PERIOD—Each contract under this sec-
tion shall be for a term of at least one year,
as determined by the Secretary. and may be
made automatically renewable from term to
term in the absence of notice by either party
of intention to terminate at the end of the
current term.

(2) TERMINATION AUTHORITY—In accord-
ance with procedures established under sub-
section (h). the Secretary may at any time
terminate any such contract or may impose
the intermediate sanctions described in an
applicable paragraph of subsection (g) on the
Medicare Choice organization if the Sec-
retary determines that the organization—

(A) has failed substantially to carry out
the contract;
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(B) is carrying Out the contract in a man-

ner inconsistent with the efficient and effec-
tive administration of this part;

(C) is operating in a manner that is not in
the best interests of the individuals covered
under the contract; or

(D) no longer substantially meets the ap-
plicable conditions of this part.

(3) EFFECTIVE DATE OF CONTRACTS—The
effective date of any contract executed pur-
suant to this section shall be specified in the
contract.

(4) PREVIOUS TERMINATIONS—The Sec-
retary may not enter into a contract with a
Medicare Choice organization if a previous
contract with that organization under this
section was terminated at the request of the
organization within the preceding five-year
period, except in circumstances which war-
rant special consideration, as determined by
the Secretary.

(5) NO CONTRACTING AUrHORITY.—The au-
thority vested in the Secretary by this part
may be performed without regard to such
provisions of law or regulations relating to
the making, performance, amendment, or
modification of contracts of the United
States as the Secretary may determine to be
inconsistent with the furtherance of the pur-
pose of this title.

(d) PROTECTIONS AGAINST FRAUD AND BEN-
EFICIARY PRYr'ECTIONS.—

(1) INSPECTION AND ATJDIT,—Each contract
under this section shall provide that the Sec-
retary. or any person or organization des-
ignated by the Secretary—

(A) shall have the right to inspect or oth-
er-wise evaluate (i) the quality, appropriate-
ness. and timeliness of services performed
under the contract and (ii) the facilities of
the organization when there is reasonable
evidence of some need for such inspection.
and

(B) shall have the right to audit and in-
spect any books and records of the Medicare
Choice organization that pertain (i) to the
ability of the organization to bear the risk of
potential financial losses, or (ii) to sei-vices
performed or determinations of amounts
payable under the contract.

(2) ENROLLEE NcYTICE AT OF TERM!-
NATION—Each contract under this section
shall require the organization to provide
(and pay for) written notice in advance of
the contract's termination, as well as a de-
scription of alternatives for obtaining bene-
fits under this title, to each individual en-
rolled with the organization under this part.

(3) DISCLOSuRE.—
(A) IN GENERAL—Each Medicare Choice

organization shall, in accordance with regu-
lations of the Secretary, report to the Sec-
retary financial information which shall in-
clude the following:

(i) Such information as the Secretary
may require demonstrating that the organi-
zation has a fiscally sound operation.

"(ii) A copy of the report. if any. filed with
the Health Care Financing Administration
containing the information required to be re-
ported under section 1124 by disclosing enti-
ties.

(iii) A description of transactions, as
specified by the Secretary, between the orga-
nization and a party in interest. Such trans-
actions shall include—

(I) any sale or exchange. or leasing of any
property between the organization and a
party in interest:

(II) any furnishing for consideration of
goods, services (including management serv-
ices). or facilities between the organization
and a party in interest, but not including
salaries paid to employees for services pro-
vided in the normal course of their employ-
ment and health services provided to mem-
bers by hospitals and other providers and by
staff, medical group (or groups), individual
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practice association (or associations), or any
combination thereof: and

"(III) any lending of money or other exten-
sion of credit between an organization and a
party in interest.
The Secretary may require that information
reported respecting an organization which
controls, is controlled by. or is under com-
mon control with, another entity be in the
form of a consolidated financial statement
for the organization and such entity.

(B) PARTY IN INTEREST EEFINED.—For the
purposes of this paragraph. the term party
in interest' means—

(i) any director, officer, partner, or em-
ployee responsible for management or ad-
ministration of a Medicare Choice organiza-
tion. any person who is directly or indirectly
the beneficial owner of more than 5 percent
of the equity of the organization. any person
who is the beneficial owner of a mortgage.
deed of trust, note. or other interest secured
by. and valuing more than 5 percent of the
organization, and, in the case of a Medicare
Choice organization organized as a nonprofit
corporation, an incorporator or member of
such corporation under applicable State cor-
poration law;

"(ii) any entity in which a person described
in clause (i)—-.

(I) is an officer or director:
"(II) is a partner (if such entity is orga-

nized as a partnership);
"(III) has directly or indirectly a beneficial

interest of more than 5 percent of the equity;
or

"(IV) has a mortgage. deed of trust. note.
or other interest valuing more than 5 per-
cent of the assets of such entity;

"(iii) any person directly or indirectly con-
trolling, controlled by. or under common
control with an organization; and

"(iv) any spouse. child, or parent of an in-
dividual described in clause (i).

(C) ACCESS TO INFORMATION—Each Medi-
care Choice organization shall make the in-
formation reported pursuant to subpara-
graph (A) available to its enrollees upon rea-
sonable request.

(4) LOAN INFORMATION—The contract
shall require the organization to notify the
Secretary of loans and other special finan-
cial arrangements which are made between
the organization and subcontractors. affili-
ates, and related parties.

U) ADDITIONAL CONTRACT TERMS—The
contract shall contain such other terms and
conditions not inconsistent with this part
(including requiring the organization to pro-
vide the Secretary with such information) as
the Secretary may find necessary and appro-
priate.

(g) INTERMEDIATE SANCTIONS.—
(1) IN GENERAL—If the Secretary deter-

mines that a Medicare Choice organization
with a contract under this section—.

(A) fails substantially to provide medi-
cally necessary items and services that are
required (under law or under the contract) to
be provided to an individual covered under
the contract. if the failure has adversely af-
fected (or has substantial likelihood of ad-
versely affecting) the individual:

(B) imposes premiums on individuals en-
rolled under this part in excess of the pre-
miums permitted:

(C) acts to expel or to refuse to re-enroll
an individual in violation of the provisions of
this part;

(D) engages in any practice that would
reasonably be expected to have the effect of
denying or discouraging enrollment (except
as permitted by this part) by eligible individ-
uals with the organization whose medical
condition or history indicates a need for sub-
stantial future medical services

(E) misrepresents or falsifies information
that is furnished—

(i) to the Secretary under this part. or
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"(ii) to an individual or to any other entity

under this part;
(F) fails to comply with the requirements

of section 1852(f)(3); or
(C) employs or contracts with any indi-

vidual or entity that is excluded from par-
ticipation under this title under section 1128
or 1128A for the provision of health care, uti-
lization review, medical social work, or ad-
ministrative services or employs or con-
tracts with any entity for the provision (di-
rectly or indirectly) through such an ex-
cluded individual or entity of such services;
the Secretary may provide. in addition to
any other remedies authorized by law, for
any of the remedies described in paragraph
(2).

(2) REMEDIES—The remedies described in
this paragraph are—

(A) civil money penalties of not more
than $25,000 for each determination under
paragraph (1) or, with respect to a deter-
mination under subparagraph (D) or (E)(i) of
such paragraph, of not more than $100,000 for
each such determination, plus. with respect
to a determination under paragraph (1)(B),
double the excess amount charged in viola-
tion of such paragraph (and the excess
amount charged shall be deducted from the
penalty and returned to the individual con-
cerned), and plus. with respect to a deter-
mination under paragraph (1)(D), $15000 for
each individual not enrolled as a result of
the practice involved,

(B) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under paragraph (1) and until the
Secretary is satisfied that the basis for such
determination has been corrected and is not
likely to recur, or

(C) suspension of payment to the organi-
zation under this part for individuals en-
rolled after the date the Secretary notifies
the organization of a determination under
paragraph (1) and until the Secretary is sat-
isfied that the basis for such determination
has been corrected and is not likely to recur.

(3) OTHER INTERMEDIATE SANCTIONS,—In
the case of a Medicare Choice organization
for which the Secretary makes a determina-
tion under subsection (c)(2) the basis of
which is not described in paragraph (1), the
Secretary may apply the following inter-
mediate sanctions:

(A) civil money penalties of not more
than $25,000 for each determination under
subsection (c)(2) if the deficiency that is the
basis of the determination has directly ad-
versely affected (or has the substantial like-
lihood of adversely affecting) an individual
covered under the organization's contract;

(B) civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under subsection (h) during which the defi-
ciency that is the basis of a determination
under subsection (c)(2) exists: and

(C) suspension of enrollment of individ-
uals under this part after the date the Sec-
retary notifies the organization of a deter-
mination under subsection (c)(2) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.

(4) PROCEDURES FOR IMPOSING SANC-
TIONS—The provisions of section 1 128A
(other than subsections (a) and (b)) shall
apply to a civil money penalty under para-
graph (1) or (2) in the same manner as they
apply to a civil money penalty or proceeding
under section 1128A(a).

'(h) PROCEDURES FOR IMPOSINc SANC-
TIONS,—The Secretary may terminate a con-
tract with a Medicare Choice organization
under this section or may impose the inter-
mediate sanctions described in subsection (g)
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on the organization in accordance with for-
mal investigation and compliance procedures
established by the Secretary under which-—

(1) the Secretary provides the organiza-
tion with the opportunity to develop and im-
plement a corrective action plan to correct
the deficiencies that were the basis of the
Secretarys determination under subsection
(c)(2):

(2) the Secretary shall impose more se-
vere sanctions on organizations that have a
history of deficiencies or that have not
taken steps to correct deficiencies the SEc-
retary has brought to their attention:

(3) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and

(4) the Secretary provides the organiza-
tion with reasonable notice and opportunity
for hearing (including the right to appeal n
initial decision) before imposing any sanc-
tion or terminating the contract.
SEC. 8003. REPORTS.

(a) ALTERNATIVE PAYMENT APPROACHES.--
By not later than 18 months after the date of
the enactment of this Act, the Secretary of
Health and Human Services (in this title re-
ferred to as the Secretary") shall submit to
Congress a report on alternative provider
payment approaches under the medicare pro-
gram. including—

(I) combined hospital and physician pay-
ments per admission,

(2) partial capitation models for subsets of
medicare benefits, and

(3) risk-sharing arrangements in which the
Secretary defines the risk corridor arid
shares in gains and losses.
Such report shall include recommendations
for implementing and testing such ap-
proaches and legislation that may be re-
quired to implement and test such ap-
proaches.

(b) COVERAGE OF RETIRED WORKERS.—
(I) IN GENERAL—The Secretary shall work

with employers and health benefit plans to
develop standards and payment methodolo-
gies to allow retired workers to continue to
participate in employer health plans instead
of participating in the medicare program.
Such standards shall also cover workers cov-
ered under the Federal Employees Health
Benefits Program under chapter 89 of title 5.
United States Code.

(2) REPo'r,—Not later than 18 months
after the date of the enactment of this Act.
the Secretary shall submit to Congress a re-
port on the development of such standards
and payment methodologies. The report
shall include recommendations relating to
such legislation as may be necessary.
SEC. 8004. TRANSITIONAL RULES FOR CURRENT

MEDICARE HMO PROGRAM.
(a) TRANSJTION FROM CURRENT CON-

TRACTS.—
(I) LIMITATION ON NEW CONTRACTS—The

Secretary of Health and Human Services (in
this section referred to as the "Secretary')
shall not enter into any risk-sharing or cost
reimbursement contract under section 1876
of the Social Security Act with an eligible
organization for any contract year beginning
on or after the date standards for Medicare
Choice organizations and products are first
established under section 1856(a) of such Act
with respect to Medicare Choice organiza-
tions that are insurers or health mainte-
nance organizations unless such a contract
had been in effect under section 1876 of such
Act for the organization for the previous
contract year.

(2) TERMINATION OF CURRENT CONTRACTS.—
(A) RiSK-SHARING CONTRACTS—Notwith-

standing any other provision of law, the Sec-
retary shall not extend or continue any risk-
sharing contract with an eligible organiza-
tion under section 1876 of the Social Security
Act (for which a contract was entered into
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consistent with paragraph (I)(A)) for any
contract year beginning on or after I year
after the date standards described in para-
graph (l)(A) are established.

(B) COST R MBURSEMENT CONTRACTS—The
Secretary shall not extend or continue any
reasonable cost reimbursement contract
with an eligible organization under section
1876 of the Social Security Act for any con-
tract year beginning on or after January 1.
1998.

(b) CONFORMING PAYrVIENT RATES UNDER
RISK-SHARING CONTRACTS. —Notwithstanding
any other provision of law, the Secretary
shall provide that payment amounts under
risk-sharing contracts under section 1876(a)
of the Social Security Act for months in a
year (beginning with January 1996) shall be
computed—

(1) with respect to individuals entitled to
benefits under both parts A and B of title
XVIII of such Act, by substituting payment
rates under section 1855(a) of such Act for
the payment rates otherwise established
under section 1876(a) of such Act, and

(2) with respect to individuals only entitled
to benefits under part B of such title, by sub-
stituting an appropriate proportion of such
rates (reflecting the relative proportion of
payments under such title attributable to
such part) for the payment rates otherwise
established under section 1876(a) of such Act.
For purposes of carrying Out this paragraph
for payment for months in 1996. the Sec-
retary shall compute. announce, and apply
the payment rates under section 1855(a) of
such Act (notwithstanding any deadlines
specified in such section) in as timely a man-
ner as possible and may (to the extent nec-
essary) provide for retroactive adjustment in
payments made not in accordance with such
rates.
PART 4—PAYMENT AREAS FOR PHYSI-

CIANS' SERVICES UNDER MEDICARE
SEC. 8151. MODIFICATION OF PAYMENT AREAS

USED TO DETERMINE PAYMENTS
FOR PHYSICIANS' SERVICES UNDER
MEDICARE.

(a) IN GENERAL—Section 18480)(2) (42
u.S.C. 1395w@4(j)(2)) is amended to read as
follows:

(2) FEE SCHEDULE AREA.—
(A) GENERAL RULE—Except as provided in

subparagraph (B). the term 'fee schedule
area' means, with respect to physicians
services furnished in a State. the State.

(B) EXCEPTiON FOR STATES WITH HIGHEST
VARIATION AMONG AREAS—In the case of the
15 States with the greatest variation in cost
associated with physicians services among
various geographic areas of the State (as de-
termined by the Secretary in accordance
with such standards as the Secretary consid-
ers appropriate), the fee schedule area appli-
cable with respect to physicians services
furnished in the State shall be a locality
used under section 1842(b) for purposes of
computing payment amounts for physicians
services, except that the Secretary shall re-
vise the localities used under such section so
that there are no more than S such localities
n any State.'.

(b) BUDCET-NEUTRALITY REQUIREMENT.—
The Secretary of Health and Human Services
shall carry Out the amendment made by sub-
section (a) in a manner which ensures that
the aggregate amount of payment made for
physicians' services under part B of the med-
icare program in any year does not exceed
the aggregate amount of payment which
would have been made for such services
under part B during the year if the amend-
nent were not in effect.

(c) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply to physi-
cians' services furnished on or after January
1, 1997.
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Subtitle C—Medicare Payments to Health

Care Providers
PART 1—PROVISIONS AFFECTING ALL

PROVIDERS
SEC. 801. ONE-YEAR FREEZE IN PAYMENTS TO

PROVIDERS.

(a) FREEZE IN UPDATES.—
(1) IN GENERAL—Notwithstanding any

other provision of law, except as otherwise
provided in paragraph (2). for purposes of de-
termining the amount to paid for an item or
service under title XVIII of the Social Secu-
rity Act, the percentage increase in any eco-
nomic index by which a payment amount
under title XVIII of the Social Security Act
is required to be increased during fiscal year
1996 shall be deemed to be zero.

(2) EXCEPTIONS—Paragraph (1) shall not
apply—

(A) to payments for the operating costs of
inpatient hospital services of a subsection
(d) hospital (as defined in section
1886(d)(l)(B) of the Social Security Act); or

(B) to the determination of hospital-spe-
cific FTE resident amounts unde section
1886(h) of such Act,

(b) ECONOMIC INDEX.— The term "economic
index" includes—

(1) the hospital market basket index (de-
scribed in section 1886(b)(3)(B)(iii) of the So-
cial Security Act).

(2) the medicare economic index (referred
to in the fourth sentence of section 1842(b)(3)
of such Act).

(3) the consumer price index for all urban
consumers (U.S. city average), and

(4) any other index used to adjust payment
amounts under title XVIII of such Act.

(c) EXTENSION OF PAYMENT FREEZE FOR
SNFS AND HHAS.—

(1) SKILLED NURSING FACIUTIES.—
(A) NO CHANGE IN COST UMITS.—Section

13503(a) (1) of OBRA—1993 is amended by strik-
ing ''1994 and 1995" and inserting ''1994. 1995.
and 1996".

(B) DELAY IN UPDATES: NO CATCH UP—The
last sentence of section 1888(a) (42 U.S.C.
1395yy(a)) is amended—

(i) by striking "1995" and inserting "1996",
and

(ii) by striking 'subsection." and inserting
subsection (except that such updates may

not take into account any changes in the
routine service costs of skilled nursing fa-
cilities during cost reporting periods which
began during fiscal year 1994. 1995, or 1996).".

(C) PROSPECTIVE PAYMENTS—Section
13505(b) of OBRA-1993 is amended by striking
flscal years 1994 and 1995" and inserting

"fiscal years 1994. 1995. and 1996".
(2) HOME HEALTH AGENCIES.—
(A) NO CHANGE IN COST UMITS.—Section

13564(a)(l) of OBRA-1993 is amended by strik-
ing 1996" and inserting 1997'.

(B) DY IN UPDATES; NO CATCH UP—Sec-
tion 1861(v) (1) (L) (iii) (42 U.S.C.
1395x(v)(l)(L)(iii)) is amended—

(i) by striking "1996" and inserting "1997".
and

(ii) by adding at the end the following: "In
establishing limits under this subparagraph.
the Secretary may not take into account
any changes in the routine service costs of
the provision of services furnished by home
health agencies with respect to cost report-
ing periods which began on or after July 1.
1994, and before July 1,1997.".

PART 2—PRO VISIONS AFFECTING
DOCTORS

(A) by redesignating subparagraph (C) as
subparagraph (D): and

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

"(C) SPECIAL RULE FOR i.—For 1996. the
conversion factor under this subsection shall
be $36.40 for all physicians' services."
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(c) ESTABLISHING UPPER LIMIT ON MVPS

REwARDS. —
(1) IN GENERAL—Clause (iii) of section

1848(d)(3)(B). as redesignated by subsection
(b)(l)(B). is amended by striking "a de-
crease and inserting an increase or de-
crease

(2) EFFECnVE DATE—The amendment
made by paragraph

(1) shall apply to physicians services fur-
nished on or after January 1. 1996.
SEC. 8212. USE OF REAL GOP TO ADJUST FOR

VOLUME AND INTENSITY.
Section 1848(f)(2)(B)(iii) (42 U.S.C. 1395w-

4(f)(2)(iii). as added by section 8211(a)(2)(C), is
amended to read as follows:

(iii) 1 plus the average per capita growth
in the real gross domestic product (divided
by 100) for the 5-fiscal-year period ending
with the previous fiscal year (increased by
1.5 percentage points for the category of
services consisting of primary care services),
and".

PART 3—PAR VISIONS AFFECTING
HOSPITALS

SEC. 8221. REDUCTION IN UPDATE FOR INPA-
TIENT HOSPITAL SERVICES.

(a) PPS HOSPITALS.—Seciton
1886(b) (3) (B) (i) (42 U.S.C. 1395ww(b)(3)(B)(j)) is
amended—

(1) by amending subclause (XII) to read as
follows:

(XII) for each of the fiscal years 1997
through 2002. the market basket percentage
increase minus 0.5 percentage point for hos-
pitals in a rural area, and the market basket
percentage increase minus 1.5 percentage
points for all other hospitals, and'; and

(2) in subclause (XIII). by striking ''1S98"
and inserting "2003

(b) FF5-ExEMpT HOSPITALS.—
(1) IN GENERAL—Section 1886(b) (3) (B) (ii) (42

U.S.C. 1395ww(b)(3)(B)(ii)) is amended—
(A) in subclause (V)—
(i) by striking thorugh 1997' and inserting

'through 1996'. and
(ii) by striking 'and" at the end:
(B) by redesignating subclause (VI) as

subclause (VII); and
(C) by inserting after subclause (V) the fol-

lowing new subclause;
'(VI) fiscal years 1997 through 2002. is the

market basket percentage increase minus 1.0
percentage point, and.

(2) CONFORMiNG AMENDMENT—Section
1886(b)(3)(B) (42 U.S.C. 1395ww(b)(3)(B)) is
amended by striking clause (v).
SEC. 8222. ELIMINATION OF FORMULA-DRIVEN

OVERPAYMENTS FOR CERTAIN OUT-
PATIENT HOSPITAL SERVICES.

(a) AMBULATORY SURGICAL CENTER PROCE-
DURES—Section 1833(i) (3) (B)(i) (II) (42 U.S.C.
1395(i) (3) (b) (i) (II) is amended—

(1) by striking "of 80 percent; and
(2) by striking the period at the end and in-

serting the following. . less the amount a
provider may charge as described in clause
(ii) of section 1866(a)(2)(A).'',

(b) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES—Section 1833(n) (1) (B) (i) (Il) (42
U.S.C. 13951(n)(B)(i)(II)) is amended—

(1) by striking 'of 80 percent"; and in-
crease for all physicians' services for a fiscal
year beginning with fiscal year 1996 shall be
equal to the performance standard rate of in-
crease determined under this paragraph for
the previous fiscal year. increased by the
product of—

(i) I plus the Secretary's estimate of the
weighted average percentage increase (di-
vided by 100) in the fees for all physicians
services under this part for portions of cal-
endar years included in the fiscal year in-
volved.

(ii) I plus the Secretary's estimate of the
percentage increase or decrease (divined by
100) in the average number of individuals en-
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rolled under this part (other than HMO en-
rollees) from the previous fiscal year to the
fiscal year involved,

(iii) 1 plus the Secretary's estimate of the
average annual percentage growth (divided
by 100) in volume and intensity of all physi-
cians' services under this part for the 5-fis-
cal-year- period ending with the preceding
fiscal year, and

"(iv) I plus the Secretarys estimate of the
percentage increase or decrease (divided by
100) in expenditures for all physicians serv-
ices in the fiscal year (compared with the
previous fiscal year) that are estimated to
result from changes in law or regulations af-
fecting the percentage increase described in
clause (i) and that is not taken into account
in the percentage increase described in
clause (i) minus 1. multiplied by 100, and re-
duced by the performance standard factor
(specified in subparagraph (C)).'.

(b) ANNUAL UPDATE BASED ON CUMULATIVE
PERFORMANCE. —

(1) IN GENERAL—Section 1848(d)(3)(B) (42
U.S.C. 1395w-4(d) (3) (B)) is amended—

(A) in clause (i)—
(i) by striking "IN GEt'ERAL.—" and insert-

ing "For 1992 through 1995',
(ii) by striking "for a year" and inserting

'for each of the years 1992 through 1995". and
(iii) by striking ". subject to clause (ii)."

and inserting "subject to clause (iii).";
(B) by redesignating clause (ii) as clause

(iii): and
(C) by inserting after clause (i) the follow-

ing:
"(ii) YEARS BEGIT'JNING AFTER 1996.—
"(I) IN GENRAL.—The update for all physi-

cians" services for a year beginning after
1996 provided under subparagraph (A) shall.
subject to clause (iii), be increased or de-
creased by the same percentage by which the
cumulative percentage increase in actual ex-
penditures for all physicians' services in the
second previous fiscal year over the third
previous fiscal year, was less or greater. re-
spectively, than the performance standard
rate of increase (established under sub-
section (f)) for such services for the second
previous fiscal year.

'(II) CUMULATIVE PERCENTAGE INCREASE DE-
FINED—In subclause (I), the cumulative per-
centage increase in actual expenditures' for
a year shall be equal to the product of the
adjusted increases for each year beginning
with 1995 up to and including the year in-
volved, minus I and multiplied by 100. In the
previous sentence, the 'adjusted increase' for
a year is equal to I plus the percentage in-
crease in actual expenditures for the year
(over the preceding year).".

(3) ESTABLISHMENT OF CONVERSION FACTOR
FOR 1996.— Section 1848(d)(1) (42 U.S.C. 1395w-
4(d)(1)) is amended—

(1) the hospital market basket index (de-
scribed in section 1886(b)(3)(B)(iii) of the So-
cial Security Act),

(2) the medicare economic index (referred
to in the fourth sentence of section 1842(b)(3)
of such Act),

(3) the consumer price index for all urban
consumers (U.S. city average), and

(4) any other index used to adjust payment
amounts under title XVIII of such Act.

(c) ExmrsSION OF PAYMENT FREEZE FOR
SNFS AND HHAS.—

(1) SKILLED NuRSING FACILITIES.—
(A) NO CHANGE IN COST LIMITS—Section

13503(a)(1) of OBRA—1993 is amended by
striking "1994 and 1995" and inserting "1994,
1995, and 1996".

(B) DELAY IN UPDATES: NO CATCH UP—The
last sentence of section 1888(a) (42 U.S.C.
1395yy(a)) is amended—

(i) by striking "1995' and inserting "1996'.
and

(ii) by striking "subsection." and inserting
"subsection (except that such updates may
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not take into account any changes in the
routine service costs of skilled nursing fa-
cilities during cost reporting periods which
began during fiscal year 1994, 1995. or 1996).".

(C) PROSPECTJVE PAYMENTS—Section
13505(b) of OBRA-1993 is amended by striking
'fiscal years 1994 and 1995" and inserting 'fis-
cal years 1994. 1995. and 1996''.

(2) HOME HEALTH AGENCIES.—
(A) NO Cl-lANGE IN COST uMrrs.—Section

13564(a)(1) of OBRA—1993 is amended by strik-
ing "1996" and inserting "1997".

(B) DELAY IN UPDATES: NO CATCH UP—Sec-
tion 1861(v) (1) (L) (iii) (42 U.S.C.
1395x(v)(1)(L)(iii) is amended—

(i) by striking "1996' and inserting '1997",
and

(ii) by adding at the end the following: "In
establishing limits under this subparagraph,
the Secretary may not take into account
any changes in the routine service costs of
the provision of services furnished by home
health agencies with respect to cost report-
ing periods which began on or after July 1,
1994. and before July 1, 1997.".

PART 2—PROVISIONS AFFECTING
DOCTORS

SEC. 8211. UPDATING FEES FOR PHYSICIANS'
SERVICES.

(a) ESTABLISHMENT OF SINGLE, CUMULATIVE
MVFS.—Section 1848(f) (42 U.S.C. 1395w-4(f))
is amended—

(1) in subparagraphs (A) and (C) of para-
graph (1), by striking "rates of increase for
all physicians' services and for each category
of such services" each place it appears and
inserting "rate of increase for all physicians'
services (and. in the case of fiscal years be-
ginning before fiscal year 1996, for each cat-
egory of such services)"; and

(2) in paragraph (2)—
(A) in subparagraph (A)—
(i) by striking 'IN GENERAL.—" and insert-

ing 'FISCAL YEARS 1991 THROUGH 1995.—"
(ii) in the matter preceding clause (i), by

striking 'a fiscal year (beginning with fiscal
year 1991)" and inserting "fiscal years 1991
through 1995", and

(iii) in the matter following clause (iv), by
striking "subparagraph (B)) and inserting
"subparagraph (C))",

(B) by redesignating subparagraphs (B) and
(C) as subparagraphs (C) and (D), and

(C) by inserting after subparagraph (A) the
following:

'(B) FISCAL YEAR 1996 AND ThEREAFTER.—
Unless Congress otherwise provides, the per-
formance standard rate of

PART 3—PROVISIONS AFFECTING
HOSPITALS

SEC. 8221. REDUCTION IN UPDATE FOR INPA-
TIENT HOSPITAL SERVICES.

(a) FFS HOSPITALS—Section
1886(b) (3) (B) (i) (42 U.S.C. 1395ww(b)(3)(B)(i)) is
amended—

(I) by amending subclause (XII) to read as
follows:

"(XII) for each of the fiscal years 1997
through 2002, the market basket percentage
increase minus 0.5 percentage point for hos-
pitals in a rural area. and the market basket
percentage increase minus 1.5 percentage
points for all other hospitals. and": and

(2) in subclause (XIII), by striking '1998"
and inserting "2003".

(b) FPS-EXEMP'r HOSPrrALs.—
(I) IN GENERAL—Section 1886(b)(3)(B)(ii) (42

U.S.C. 1395ww(b) (3) (B) (ii)) is amended—
(A) in subclause CV)—
(i) by striking "thorugh 1997" and inserting

'through 1996". and
(ii) by striking 'and" at the end:
(B) by redesignating subclause (VI) as

subclause (VII); and
(C) by inserting after subclause (V) the fol-

lowing new subclause:
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(VI) fiscal years 1997 through 2002. is the

market basket percentage increase minu; 1.0
percentage point, and.

(2) CONFORMING AMEDMENT.—Section
1886(b)(3)(B) (42 U.S.C. 1395ww(b)(3)(B)) is
amended by striking clause (v).
SEC. 8222. ELIMINATION OF FORMULA-DRIVEN

OVERPAYMENTS FOR CERTAIN OUT-
PATIENT HOSPITAL SERVICES.

(a) AMBULATORY SURGICAL CENTER PROCE-
LDURES.—Section 1833(i) (3) (B)(i) (II) (42 U.S.C.
13951(i) (3) (B) (i)(II)) is amended—

(1) by striking .of 80 percent": and
(2) by striking the period at the end and in-

serting the following: less the amount a
provider may charge as described in clause
(ii) of section 1866(a) (2) (A)..

(b) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES—SectiOn 1833(n) (1) (B) (i) (II) (42
U.S.C. 13951(n)(l)(B)(i)(II)) is amended—

(1) by striking of 80 percent : and
(2) by striking the period at the end and in-

serting the following: less the amount a
provider may charge as described in clause
(ii) of section 1866(a) (2) (A)..

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to services
furnished during portions of cost reporting
periods occurring on or after July 1. 1994.
SEC. 8223. ESTABLISHMENT OF PROSPECTIVE

PAYMENT SYSTEM FOR OUTPATIENT
SERVICES.

(a) IN GENERAL—Section 1833(a)(2)(B) (42
U.S.C. 13951(a)(2)(B)) is amended by striking

section 1886)— and all that follows and in-
serting the following: section 1886). a
amount equal to a prospectively determined
payment rate established by the Secretary
that provides for payments for such items
and services to be based upon a national rate
adjusted to take into account the relative
costs of furnishing such items and services iii
various geographic areas, except that for
items and services furnished during cost re
porting periods (or portions thereof) in years
beginning with 996. such amount shall be
equal to 95 percent of the amount that would
otherwise have been determined:'•.

(b) ESTABLISHMENT OF PROSPECTIVE PAY-
MENT SYSThM.—Not later than July 1. 1995.
the Secretary of Health and Human Services
shall establish the prospective payment sys-
tem for hospital outpatient services nec-
essary to carry Out section 1833(a)(2)(B) of
the Social Security Act (as amended by sub-
section (a)).

(c) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply to items
and services furnished on or after January 1,
1997.
SEC. 8224. REDUCTION IN MEDICARE PAYMENTS

TO HOSPITALS FOR INPATIENT CAP-
ITAL-RELATED COSTS.

(a) PPS HOSPITus.—Sectjon 1886(g)(1)(A)
(42 U.S.C. 1395ww(g)(1)(A)) is amended by
striking "1995 and inserting "2002".

(b) PPS-EXEMPT HOSPITALS—Section
1861 (v) (1) (42 U.S.C. 1395x(v)(1)) is amended by
adding at the end the following:

'(T) Such regulations shall provide that.
in determining the amount of the payments
that may be made under this title with re-
spect to the capital-related costs of inpa-
tient hospital services furnished by a hos-
pital that is not a subsection (d) hospital (as
defined in section 1886(d)(l)(B)) or a sub-
section (d) Puerto Rico hospital (as defined
in section 1886(d)(9)(A)). the Secretary shall
reduce the amounts of such payments other-
wise established under this title by 10 per-
cent for payments attributable to portions of
cost reporting periods occurring during each
of the fiscal year 1996 through 2002.".
SEC. 8225. MORATORIUM ON PPS EXEMPTION

FOR LONG-TERM CARE HOSPITALS.
(a) IN GENERAL—Section 1886(d)(1)(B)(iv)

(42 U.S.C. 1395ww(d)(I)(B)(iv)) is amended by
striking "Secretary)" and inserting "Sec-
retary on or before September 30. 1995)".
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(b) RECOMMENDATIONS ON APPROPRMTE

STANDARDS FOR LONG-TERM HOS-
PITALS—Not later than 1 year after the date
of the enactment of this Act, the Secretary
of Health and Human Services shall submit
to Congress recommendations for modifica-
tions to the standards used by the Secretary
to determine whether a hospital (including a
distinct part of another hospital) is classi-
fied as a long-term care hospital for purposes
of determining the amount of payment to
the hospital under part A of the medicare
program for the operating costs of inpatient
hospital services.

PART 4—PROVISIONS AFFECTING OTHER
PROVIDERS

SEC. 8231. REVISION OF PAYMENT METHODOL-
OGY FOR HOME HEALTH SERVICES,

(a) ALDLDITIONS TO COST LIMITS—Section
1861(v)(1)(L) (42 U.S.C. 1395x(v)(1)(L)) is
amended by adding at the end the following
new clauses:

"(iv) For services furnished by home
health agencies for cost reporting periods be-
ginning on or after October 1, 1996. the Sec-
retary shall provide for an interim system of
limits. Payment shall be the lower of—

(I) costs determined under the preceding
provisions of this subparagraph, or

(II) an agency-specific per beneficiary an-
nual limit calculated from the agency's 12-
month cost reporting period ending on or
after January 1, 1994 and on or before Decem-
ber 31. 1994 based on reasonable costs (includ-
ing non-routine medical supplies), updated
by the home health market basket index.
The per beneficiary limitation shall be mul-
tiplied by the agency's unduplicated census
count of Medicare patients for the year sub-
ject to the limitation. The limitation shall
represent total Medicare reasonable costs di-
vided by the unduplicated census count of
Medicare patients.

(v) For services furnished by home health
agencies for cost reporting periods beginning
on or after October 1, 1996. the following
rules shall apply:

'(I) For new providers and those providers
without a 12-month cost reporting period
ending in calendar year 1994. the per bene-
ficiary limit shall be equal to the mean of
these limits (or the Secretary's best esti-
mates thereof) applied to home health agen-
cies as determined by the Secretary. Home
health agencies that have altered their cor-
porate structure or name may not be consid-
ered new providers for payment purposes.

(II) For beneficiaries who use services fur-
nished by more than one home health agen-
cy. the per beneficiary limitation shall be
pro-rated among agencies.

(vi) Home health agencies whose cost or
utilization experience is below 125 percent of
the mean national or census region aggre-
gate per beneficiary cost or utilization expe-
rience for 1994. or best estimates thereof, and
whose year-end reasonable costs are below
the agency-specific per beneficiary limit.
shall receive payment equal to 50 percent of
the difference between the agency's reason-
able costs and its limit for fiscal years 1996.
1997, 1998. and 1999. Such payments may not
exceed 5 percent of an agency's aggregate
Medicare reasonable cost in a year.

(vii) Effective January 1. 1997. or as soon
as feasible, the Secretary shall modify the
agency specific per beneficiary annual limit
described in clause (iv) to provide for re-
gional or national variations in utilization.
For purposes of determining payment under
clause (iv), the limit shall be calculated
through a blend of 75 percent of the agency-
;pecific cost or utilization experience in 1994
with 25 percent of the national or census re-
gion cost or utilization experience in 1994. or
the Secretary's best estimates thereof.".

(b) USE OF INTERIM FINAL REGULATIONS.—
The Secretary shall implement the payment
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limits described in section 1861(v)(1)(L)(iv) of
the Social Security Act by publishing in the
Federal Register a notice of interim final
payment limits by August 1. 1996 and allow-
ing for a period of public comments thereon.
Payments subject to these limits will be ef-
fective for cost reporting periods beginning
on or after October 1. 1996. without the ne-
cessity for consideration of comments re-
ceived. but the Secretary shall, by Federal
Register notice, affirm or modify the limits
after considering those comments.

(c) STUDIES—The Secretary shall expand
research on a prospective payment system
for home health agencies that shall tie pro-
spective payments to an episode of care, in-
cluding an intensive effort to develop a reli-
able case mix adjuster that explains a sig-
nificant amount of the variances in costs.
The Secretary shall develop such a system
for implementation in fiscal year 2000.

(d) PAYMENTS DErEiv11NED ON PROSPECTWE
BASIS—Title XVIII is amended by adding at
the end the following new section:

• 'PROSPECTIVE PAYMENT FOR HOME HEALTH
S ER VI CES

• SEC. 1893. (a) Notwithstanding section
1861(v). the Secretary shall, for cost report-
ing periods beginning on or after fiscal year
2000. provide for payments for home health
services in accordance with a prospective
payment system. which pays home health
agencies on a per episode basis, established
by the Secretary.

'(b) Such a system shall include the fol-
lowing:

"(1) Per episode rates under the system
shall be 15 percent less than those that would
otherwise occur under fiscal year 2000 Medi-
care expenditures for home health services.

'(2) All services covered and paid on a rea-
sonable cost basis under the Medicare home
health benefit as of the date of the enact-
ment of the Medicare Enhancement Act of
1995. including medical supplies, shall be sub-

ject to the per episode amount. In defining
an episode of care, the Secretary shall con-
sider an appropriate length of time for an
episode the use of services and the number of
visits provided within an episode, potential
changes in the mix of services provided with-
in an episode and their cost, and a general
system design that will provide for contin-
ued access to quality services. The per epi-
sode amount shall be based on the most cur-
rent audited cost report data available to the
Secretary.

(c) The Secretary shall employ an appro-
priate case mix adjuster that explains a sig-
nificant amount of the variation in cost.

(d) The episode payment amount shall be
adjusted annually by the home health mar-
ket basket index, The labor portion of the
episode amount shall be adjusted for geo-
graphic differences in labor-related costs
based on the most current hospital wage
index,

"(e) The Secretary may designate a pay-
ment provision for outliers, recognizing the
need to adjust payments due to unusual vari-
ations in the type or amount of medically
necessary care,

(f) A home health agency shall be respon-
sible for coordinating all care for a bene-
ficiary. If a beneficiary elects to transfer to.
or receive services from, another home
health agency within an episode period, the
episode payment shall be pro-rated between
home health agencies.".
SEC. 8232. LIMITATION OF HOME HEALTH COV-

ERAGE UNDER PART A.

(a) IN GENERAL—Section l812(a)(3) (42
U.S.C. 1395d(a)(3)) is amended by striking the
semicolon and inserting for up to 150 days
during any spell of illness:".

(b) CONFORMING AMNDMENT,—Section
1812(b) (42 U.S.C. 1395d(b)) is amended—
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(1) by striking 'or" at the end of paragraph

(2),
(2) by striking the period at the end of

paragraph (3) and inserting or". and
(3) by adding at the end the following new

paragraph:
'(4) home health services furnished to the

individual during such spell after such serv-
ices have been furnished to the individual for
150 days during such spell.".

(c) EXCLUSION OF ADDITIONAL PART B COSTS
FROM DETERMINATION OF PART B MOt\THLY
PREMIUM—Section 1839(a) (42 U.S.C. 1395r(a))
is amended—

(1) in the second sentence of paragraph (i).
by striking 'enrollees,' and inserting 'en-
rollees (except as provided in paragraph
(5)),"; and

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

'(5) In estimating the benefits and admin-
istrative costs which will be payable from
the Federal Supplementary Medical Insur-
ance Trust Fund for a year (beginning with
1996). the Secretary shall exclude an esti-
mate of any benefits and costs attributable
to home health services for which payment
would have been made under part A during
the year but for paragraph (4) of section
1812(b).'.

(d) EFFECTIVE DATE,—The amendments
made by this subsection shall apply to spells
of illness beginning on or after October 1,
1995.

SEC. 8233. REDUCTION IN FEE SCHEDULE FOR
DURABLE MEDICAL EQUIPMENT.

(a) IN GJEa.1.—
(1) FREEZE IN UPDATE FOR COVERED ITEMS.—

Section 1834(a)(14) (42 U.S.C. 1395m(a)(14)) is
amended—

(A) by striking 'and' at the end of sub-
paragraph (A):

(B) in subparagraph (B)—.-
(i) by striking "a subsequent year" and in-

serting '1993. 1994. and 1995". and
(ii) by striking the period at the end and

inserting ':and"; and
(C) by adding at the end the following:
'(C) for each of the years 1996 through 2002.

0 percent; and
CD) for a subsequent year. the percentage

increase in the consumer price index for all
urban consumers (U.S. urban average) for
the 12-month period ending with June of the
previous year..

(2) UPDATE FOR ORThOTICS AND PROSTI-IET-
ICS,—Section 1834(h) (4) (A) (iii) (42 U.S.C.
1395m(h)(4)(A)(iii)) is amended by striking
'1994 and 1995" and inserting "each of the
years 1994 through 1999".

(b) OXYGEN AND OXYGEN EQWPMENT.—-Sec-
tion 1834(a)(9)(C) (42 U.S.C. 1395m(a)(9)(C)) is
amended—

(1) by striking 'and' at the end of clause
(iii);

(2) in clause (iv)—
(A) by striking 'a subsequent year arid in-

serting '1993. 1994. and 1995". and
(B) by striking the period at the end and

inserting and": and
(3) by adding at the end the following new

clause:
(v) in 1996 and each subsequent year. is 90

percent of the national limited monthly pay-
ment rate computed under subparagraph (B)
for the item for the year.'.
SEC. 8234. NURSING HOME BILLING.

(a) PAYMENTS FOR ROUTINE SERVICE
COSTS.—

(I) CIARIFJCATION OF DEFINITION OF ROUTINE
SERVICE COSTS—Section 1888 (42 U.S.C.
1395yy) is amended by adding at the end the
following new subsection:

(e) For purposes of this section. the rou-
tine service costs of a skilled nursing facil-
ity are all costs which are attributable to
nursing services, room and board, adminis-
trative costs, other overhead costs, and all

other ancillary services (including supplies
and equipment). excluding costs attributable
to covered non-routine services subject to
payment limits under section 1888A.'

(2) CONFORMING AMENDMENT—Section 1888
(42 U.S.C. 1395yy) is amended in the heading
by inserting "AND CERTAiN ANCILLARY' after
'SERVICE

(b) INCENTIVES FOR COST EFFECTIVE MAN-
AGEMENT OF COVERED NONROUrINE SERV-
ICES.—

(i) IN GENERAL—Title XVIII is amended by
inserting after section 1888 the following new
section:

INCENTIVES FOR COST-EFFECTIVE MANAGE-
MENT OF COVERED NON-ROUrINE SERVICES OF
SKILLED NURSING FACILITIES
"SEC. 1888A. (a) DEFINITIONS—For purposes

of this section:
"(1) COVERED NON-ROUrINE SERVICES—The

term 'covered non-routine services' means
post-hospital extended care services consist-
ing of any of the following:

"(A) Physical or occupational therapy or
speech-language pathology services, or res-
piratory therapy.

(B) Prescription drugs.
(C) Complex medical equipment.
(D) Intravenous therapy and solutions

(including enteral and parenteral nutrients.
supplies, and equipment).

'(E) Radiation therapy.
'(F) Diagnostic services, including labora-

tory. radiology (including computerized to-
mography services and imaging services).
and pulmonary services.

'(2) SNF MARKET BASKET PERCENTAGE IN-
CREASE—The term 'SNF market basket per-
centage increase' for a fiscal year means a
percentage equal to the percentage increase
in routine service cost limits for the year
under section 1888(a).

(3) STAY—The term 'stay' means, with
respect to an individual who is a resident of
a skilled nursing facility, a period of contin-
uous days during which the facility provides
extended care services for which payment
may be made under this title to the individ-
ual during the individual's spell of illness.

(b) NEW PAYMENT METHOD FOR COVERED
NON-ROUTINE SERVICES.—

(1) IN GENERAL—Subject to subsection (c).
a skilled nursing facility shall receive in-
terim payments under this title for covered
non-routine services furnished to an individ-
ual during a cost reporting period beginning
during a fiscal year (after fiscal year 1996) in
an amount equal to the reasonable cost of
providing such services in accordance with
section 1861(v). The Secretary may adjust
such payments if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this para-
graph for a cost reporting period would sub-
stantially exceed the cost reporting period
limit determined under subsection (c)(1)(B).

'(2) RESPONSIBILrIY OF SKILLED NURSING
FACILITY TO MANAGE BILLINGS.—

(A) CLARIFICATION RELATING TO PART A
BILLING—In the case of a covered non-rou-
tine service furnished to an individual who
(at the time the service is furnished) is a
resident of a skilled nursing facility who is
entitled to coverage under section 1812(a) (2)
for such service, the skilled nursing facility
shall submit a claim for payment under this
title for such service under part A (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement. or otherwise)

'(B) PAR-I- B BILLING—In the case of a cov-
ered non-routine service furnished to an indi-
vidual who (at the time the service is fur-
nished) is a resident of a skilled nursing fa-
cility who is not entitled to coverage under
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section 1812(a) (2) for such service but is enti-
tled to coverage under part B for such serv-
ice. the skilled nursing facility shall submit
a claim for payment under this title for such
service under part B (without regard to
whether or not the item or service was fur-
nished by the facility, by others under ar-
rangement with them made by the facility,
under any other contracting or consulting
arrangement. or otherwise).

"(C) MAINTAINING RECORDS ON SERVICES
FURNISHED TO RESIDENTS—Each skilled nurs-
ing facility receiving payments for extended
care services under this title shall document
on the facility's cost report all covered non-
routine services furnished to all residents of
the facility to whom the facility provided ex-
tended care services for which payment was
made under part A during a fiscal year (be-
ginning with fiscal year 1996) (without regard
to whether or not the services were furnished
by the facility, by others under arrangement
with them made by the facility, under any
other contracting or consulting arrange-
ment. or otherwise).

"(c) RECONCILIATION OF AMOUNTS.—
"(1) LIMIT BASED ON PER STAY LIMIT AND

NUMBER OF STAYS.—
"(A) IN GENERAL—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in excess of an
amount equal to the cost reporting period
limit determined under subparagraph (B),
the Secretary shall reduce the payments
made to the facility with respect to such
services for cost repolting periods beginning
during the following fiscal year in an
amount equal to such excess. The Secretary
shall reduce payments under this subpara-
graph at such times and in such manner dur-
ing a fiscal year as the Secretary finds nec-
essary to meet the requirement of this sub-
paragraph.

"(B) COST REPORTING PERIOD LIMIT—The
cost reporting period limit determined under
this subparagraph is an amount equal to the
product of—

(i) the per stay limit applicable to the fa-
cility under subsection (d) for the period: and

"(ii) the number of stays beginning during
the period for which payment was made to
the facility for such services.

(C) PROSPECTIvE REDUCTION IN PAY-
MENTS.—In addition to the process for reduc-
ing payments described in subparagraph (A).
the Secretary may reduce payments made to
a facility under this section during a cost re-
porting period if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this section
for the period will substantially exceed the
cost reporting period limit for the period de-
termined under this paragraph.

"(2) INCENTIVE PAYMENTS.—
"(A) IN GENERAL—If a skilled nursing fa-

cility has received aggregate payments
under subsection (b) for covered non-routine
services during a cost reporting period begin-
ning during a fiscal year in an amount that
is less than the amount determined under
paragraph (I)(B), the Secretary shall pay the
skilled nursing facility in the following fis-
cal year an incentive payment equal to 50
percent of the difference between such
amounts, except that the incentive payment
may not exceed 5 percent of the aggregate
payments made to the facility under sub-
section (b) for the previous fiscal year (with-
out regard to subparagraph (B)).

(B) INSTALLMENT INCENTIVE PA'x1ENTh.—
The Secretary may make installment pay-
ments during a fiscal year to a skilled nurs-
ing facility based on the estimated incentive
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payment that the facility would be eligible
to receive with respect to such fiscal year.

(d) DETERMINATION OF FACILrrY P STAY
LIMiT.—

(1) LIMIT FOR FISCAL YEA.R 1997.—
(A) IN GENERAL—Except as provided in

subparagraph (B). the Secretary shall estab-
lish separate per stay limits for hospital-
based and freestanding skilled nursing facili-
ties for the 12-month cost reporting period
beginning during fiscal year 1997 that are
equal to the sum of—

(i) 50 percent of the facility-specific stay
amount for the facility (as determined under
subsection (e)) for the last 12-month cost re-
porting period ending on or before Septem-
ber 30, 1994. increased (in a compounded man-
ner) by the SNF market basket percentage
increase for fiscal years 1995 through 1997:
and

(ii) 50 percent of the average of all facil-
ity-specific stay amounts for all hospital-
based facilities or all freestanding facilities
(whichever is applicable) during the cost re-
porting period described in clause (i), in-
creased (in a compounded manner) by the
SNF market basket percentage increase for
fiscal years 1995 through 1997.

(B) FACILITIES NOT HAVING 1994 COST RE-
PORTING PERiOD—In the case of a skilled
nursing facility for which payments were not
made under this title for covered non-routine
services for the last 12-month cost reporting
period ending on or before September 3).
1994. the per stay limit for the 12-month cost
reporting period beginning during fiscal year
1997 shall be twice the amount determined
under subparagraph (A)(ii).

(2) LIflT FOR SUBSEQUENT FISCAL YEARS.--
The per stay limit for a skilled nursing facil
ity for a 12-month cost reporting period be.
ginning during a fiscal year after fiscal year
1997 is equal to the per stay limit established
under this subsection for the 12-month cost
reporting period beginning during the pre
vious fiscal year. increased by the SNF mar-
ket basket percentage increase for such sub-
sequent fiscal year minus 2 percentage
points.

(3) REBASING OF AMOUNTS.—
(A) IN CENERA.L.—The Secretary shall pro-

vide for an update to the facility-specific
amounts used to determine the per stay lim-
its under this subsection for cost reporting
periods beginning on or after October 1. 1999.
and every 2 years thereafter.

"(B) TREATMENT OF FACILITIES NOT HAVING
REBASED COST REPORTING PERIODS—Para-
graph (1)(B) shall apply with respect to a
skilled nursing facility for which payments
were not made under this title for covered
non-routine services for the 12-month cost
reporting period used by the Secretary to up-
date facility-specific amounts under sub-
paragraph (A) in the same manner as such
paragraph applies with respect to a facility
for which payments were not made under
this title for covered non-routine services for
the last 12-month cost reporting period end-
ing on or before September 30, 1994.

(e) DETERMINATION OF FACILITY-SPECIFIC
STAY AMOUNTS—The facility-specific stay
amount for a skilled nursing facility for a
cost reporting period is the sum of—

(1) the average amount of payments made
to the facility under part A during the period
which are attributable to covered non-mu-
tine services furnished during a stay (as de-
termined on a per diem basis): and

(2) the Secretary's best estimate of the
average amount of payments made under
part B during the period for covered non-rou-
tine services furnished to all residents of the
facility to whom the facility provided ex-
tended care services for which payment was
made under part A during the period (with-
out regard to whether or not the services
were furnished by the facility, by others
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under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise), as esti-
mated by the Secretary.

(f) IrfltNSIVE NURSING OR THERAPY
NEEDS.—

(1) IN GENERAL—In applying subsection
(b) to covered non-routine services furnished
during a stay beginning during a cost report-
ing period beginning during a fiscal year (be-
girming with fiscal years after fiscal year
1997) to a resident of a skilled nursing facil-
ity who requires intensive nursing or ther-
apy services, the per stay limit for such resi-
dent shall be the per stay limit developed
under paragraph (2) instead of the per stay
limit determined under subsection (d)(1)(A).

(2) PER STAY LIMIT FOR INTENSIVE NEED
RESWENTS.—Not later than June 30, 1997, the
Secretary. after consultation with the Medi-
care Payment Review Commission and
skilled nursing facility experts, shall develop
and publish a per stay limit for residents of
a skilled nursing facility who require inten-
sive nursing or therapy services.

(3) BUDGET NEUTRALITY—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

(g) SPECLAL TREATNT FOR SLALL
SuLLED NURSING FACILITIES—This section
shall not apply with respect to a skilled
nursing facility for which payment is made
for routine service costs during a cost re-
porting period on the basis of prospective
payments under section 1888(d).

(h) EXCEPTIONS AND ADJUSTMENTS TO LIM-
ITS.-

(1) IN GENERAL—The Secretary may make
exceptions and adjustments to the cost re-
porting limits applicable to a skilled nursing
facility under subsection (c)(1)(B) for a cost
reporting period, except that the total
amount of any additional payments made
under this section for covered non-routine
services during the cost reporting period as a
result of such exceptions and adjustments
may not exceed 5 percent of the aggregate
payments made to all skilled nursing facili-
ties for covered non-routine services during
the cost reporting period (determined with-
out regard to this paragraph).

(2) BUDGET NEUTRALITY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

(i) SPECIAL RULE FOR X-RAY SERvICES.—
Before furnishing a covered non-routine serv-
ice consisting of an X-ray service for which
payment may be made under part A or part
B to a resident, a skilled nursing facility
shall consider whether furnishing the service
through a provider of portable X-ray service
services would be appropriate, taking into
account the cost effectiveness of the service
and the convenience to the resident.'.

(2) CON'FORMING ANDMENT.—Section
1814(b) (42 U.S.C. 1395f(b)) is amended in the
matter preceding paragraph (1) by striking
"1813 and 1886" and inserting ''1813. 1886. 1888.
and 1888A".
SEC. 8235. FREEZE IN PAYMENTS FOR CLINICAL

DIAGNOSTIC LABORATORY TESTS.
Section 1833(h) (2) (A) (ii) (IV) (42 U.S.C.

13951(h)(2)(A)(ii)(IV)) is amended by striking
1994 and 1995" and inserting "1994 through

1999'.
PART 5—GRADUATE MEDICAL EDUCATION

AND TEACHING HOSPITALS
SEC. 8241. TEACHING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FUND.
(a) TEACUING HOSPITAL AND GRADUATE

MEDICAL EDUCATION TRUST FIJND.—The So-
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cial Security Act (42 U.S.C. 300 et seq.) is
amended by adding at the end the following
title:

"TITLE XXI—TEACHING HOSPITAL AND
GRADUATE MEDICAL EDUCATION
TRUST FUND

'PART A—ESTABLISHMENT OF FUND

'SEC. 2101. ESTABLISHMENT OF FUND.

"(a) IN GENERAL—There is established in
the Treasury of the United States a fund to
be known as the Teaching Hospital and
Graduate Medical Education Trust Fund (in
this title referred to as the 'Fund), consist-
ing of amounts transferred to the Fund
under subsection (c). amounts appropriated
to the Fund pursuant to subsections (d) and
(e)(3). and such gifts and bequests as may be
deposited in the Fund pursuant to subsection
(f). Amounts in the Fund are available until
expended.

'(b) EXPENDITURES FROM FUND—Amounts
in the Fund are available to the Secretary
for making payments under section 2111.

'(c) TRANSFERS TO FUND.—
"(1) IN GENERAL—From the Federal Hos-

pital Insurance Trust Fund and the Federal
Supplementary Medical Insurance Trust
Fund, the Secretary shall, for fiscal year 1996
and each subsequent fiscal year, transfer to
the Fund an amount determined by the Sec-
retary for the fIscal year involved in accord-
ance with paragraph (2).

"(2) DETERMINATION OF AMOUNTS—For pur-
poses of paragraph (1), the amount deter-
mined under this paragraph for a fiscal year
is an estimate by the Secretary of an
amount equal to 75 percent of the difference
between—

(A) the nationwide total of the amounts
that would have been paid under sections
1855 and 1876 during the year but for the op-
eration of section 1855(b) (2) (B) (ii): and

(B) the nationwide total of the amounts
paid under such sections during the year.

"(3) ALLOCATION BETWEEN MEDICARE TRUST
FUNDS—In providing for a transfer under
paragraph (1) for a fiscal year, the Secretary
shall provide for an allocation of the
amounts involved between part A and part B
of title XVIII (and the trust funds estab-
lished under the respective parts) as reason-
ably reflects the proportion of payments for
the indirect costs of medical education and
direct graduate medical education costs of
hospitals associated with the provision of
services under each respective part.

"(d) ATJrHORJZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Fund such sums as may be necessary for
each of the fiscal years 1996 through 2002.

(e) INVESTMENT.—
(1) IN GENERAL—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund. Such investments may be made
only in interest-bearing obligations of the
United States. For such purpose. such obli-
gations may be acquired on original issue at
the issue price, or by purchase of outstand-
ing obligations at the market price.

(2) SALE OF OBLIGATIONS—Any obligation
acquired by the Fund may be sold by the
Secretary of the Treasury at the market
price.

(3) AVAiLABILITY OF INCO.—Any interest
derived from obligations acquired by the
Fund, and proceeds from any sale or redemp-
tion of such obligations, are hereby appro-
priated to the Fund.

'(f) ACCEPTANCE OF GIFTS AND BEQUESTS.—
The Fund may accept on behalf of the United



October 26, 1995
States money gifts and bequests made un-
conditionally to the Fund for the benefit of
the Fund or any activity financed through
the Fund.

PART B—PAYMENTS TO TEACHING HOSPITALS
'SEC. 2111. FORMULA PAYMENTS TO TEACHING

HOSPITALS.
(a) IN GENERAL—In the case of each

teaching hospital that in accordance with
subsection (b) submits to the Secretary a
payment document for fiscal year 1996 or any
subsequent fiscal year, the Secretary shall
make payments for the year to the teaching
hospital for the direct and indirect costs of
operating approved medical residency train-
ing programs. Such payments shall be made
from the Fund, and shall be made in accord-
ance with a formula established by the Sec-
retary.

(b) PAYMENT DOCUMENT—For purposes of
subsection (a). a payment document is a doc-
ument containing such information as may
be necessary for the Secretary to make pay-
ments under such subsection to a teaching
hospital for a fiscal year. The document is
submitted in accordance with this subsection
if the document is submitted not later than
the date specified by the Secretary, and the
document is in such form and is made in
such manner as the Secretary may require.
The Secretary may require that information
under this subsection be submitted to the
Secretary in periodic reports.'.
(b) NATIONAL ADVISORY COUNCIL ON POST-

GRADUATE MEDICAL EDUCATION.—
(1) IN GENERAL—There is established with-

in the Department of Health and Human
Services an advisory council to be known as
the National Advisory Council on Post-
graduate Medical Education (in this title re-
ferred to as the Council').

(2) DUTiES—The council shall provide ad-
vice to the Secretary on appropriate pohcies
for making payments for the support of post-
graduate medical education in order to as-
sure an adequate supply of physicians
trained in various specialities, consistent
with the health care needs of the United
States.

(3) COMPO5fl-ION.—
(A) IN GENERAL—The Secretary shall ap-

point to the Council 15 individuals who are
not officers or employees of the United
States. Such individuals shall include not
less than 1 individual from each of the fol-
lowing categories of individuals or entities:

(i) Organizations representing consumers
of health care services.

(ii) Physicians who are faculty members of
medical schools, or who supervise approved
physician training programs.

(iii) Physicians in private practice who are
not physicians described in clause (ii).

(iv) Practitioners in public health.
(v) Advanced-practice nurses.
(vi) Other health professionals who are not

physicians.
(vii) Medical schools.
(viii) Teaching hospitals.
(ix) The Accreditation Council on Graduate

Medical Education.
(x) The American Board of Medical Speci-

alities.
(xi) The Council on Postdoctoral Training

of the American Osteopathic Association.
(xii) The Council on Podiatric Medical

Education of the American Podiatric Medi-
cal Association.

(B) REQUIREMENTS REGARDING REPRESENTA-
TIVE MEMBERSHIP—To the greatest extent
feasible, the membership of the Council shall
represent the various geographic regions of
the United States, shall reflect the racial.
ethnic, and gender composition of the popu-
lation of the United States, and shall be
broadly representative of medical schools
and teaching hospitals in the United States.

(C) Ex oFFICIO MEMBERS; OTHER FEDERAL
OFFICERS OR EMPLOYEES—The membership of
the Council shall include individuals des-
ignated by the Secretary to serve as mem-
bers of the Council from among Federal offi-
cers or employees who are appointed by the
President. or by the Secretary (or by other
Federal officers who are appointed by the
President with the advice and consent of the
Senate). Individuals designated under the
preceding sentence shall include each of the
following officials (or a designee of the offi-
cial):

(i) The Secretary of Health and Human
Services.

(ii) The Secretary of Veterans Affairs.
(iii) The Secretary of Defense.
(4) CHAiR—The Secretary shall, from

among members of the council appointed
under paragraph (3)(A). designate an individ-
ual to serve as the chair of the council.

(5) TERMINATION—The Council terminates
December31. 1999.

(c) REMOVE MEDICAL EDUCATION AND DIS-
PROPORTIONATE SHARE HOSPITAL PAYMENTS
FROM CALCULATION OF ADJUSTED AVERAGE
PER CAPITA COST—For provision removing
medical education and disproportionate
share hospital payments from calculation of
payment amounts for organizations paid on
a capitated basis, see section 1855(b) (2)(B) (ii).

(2) PAYMENTS TO HOSPITALS OF AMOUNTS AT-
TRIBUFABLE TO DSH.—Section 1886 (42 U.S.C.
1395ww) is amended by adding at the end the
following new subsection:

"(j)(l) In addition to amounts paid under
subsection (d)(5)(F). the Secretary is author-
ized to pay hospitals which are eligible for
such payments for a fiscal year supplemental
amounts that do not exceed the limit pro-
vided for in paragraph (2).

(2) The sum of the aggregate amounts
paid pursuant to paragraph (1) for a fiscal
year shall not exceed the Secretary's esti-
mate of 75 percent of the amount of reduc-
tions in payments under section 1855 that are
attributable to the operation of subsection
(b) (2) (B) (ii) of such section.
SEC. 8242. REDUCTION IN PAYMENT ADJUST-

MENTS FOR INDIRECT MEDICAL
EDUCATION.

(a) MODIFICATION REGARDING 6.8 PERCENT.—
Section 1886(d) (5) (B) (ii) (42 U.S.C.
1395ww(d) (5) (B) (ii)) is amended—

(1) by striking 'on or after October 1,

1988. and inserting 'on or after October 1.
1999,'; and

(2) by striking "1.89" and inserting '1.68".
(b) SPECIAL RULE REGARDING FISCAL YEARS

1996 THROUGH 1998; MODIFICATION REGARDING 6
PERCENT —Section 1886(d) (5) (B) (ii), as
amended by paragraph (1). is amended by
adding at the end the following: 'In the case
of discharges occurring on or after October I.
1995. and before October 1. 1999. the preceding
sentence applies to the same extent and in
the same manner as the sentence applies to
discharges occurring on or after October 1.
1999. except that the term '1.68' is deemed to
be 1.48..
Subtitle D—Provisions Relating to Medicare

Beneficiaries
SEC. 8301. PART B PREMIUM.

(a) FREEZE IN PRIIUM FOR 1996.—Section
1839(e)(1) (42 U.S.C. 1395r(e)(I)) is amended—

(1) in subparagraph (A). by striking "De-
cember 1995' and inserting "December 1996':
and

(2) in subparagraph (B)(v). by striking
"1995" and inserting ' 1995 and 1996".

(b) ESTABLISHING PRIIUM AT 25 Percent of
Program Costs Through 2002.—Section
1839(e)(1)(A) (42 U.S.C. 1395r(e)(l)(A)) is
amended by striking "January 1999" and in-
serting 'January 2003".
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SEC. 8302. FULL COST OF MEDICARE PART B COV-

ERAGE PAYABLE BY HIGHINCOME
INDIVIDUALS.

(a) IN GENER.L.—Subchapter A of chapter 1
of the Internal Revenue Code of 1986 is
amended by adding at the end thereof the
following new part:
"PART VIlI—SUPPLEMENTAL MEDICARE

PART B PREMIUMS FOR HIGH-INCOME
INDIVIDUALS

"SEC. 59B. SUPPLEMENTAL MEDICARE PART B
PREMIUM.

(a) REQUIREMENT TO PAY PREMIUM—In
the case of an individual to whom this sec-
tion applies for the taxable year. there is
hereby imposed (in addition to any other
amount imposed by this subtitle) an amount
equal to the aggregate of the supplemental
Medicare part B premiums (if any) for
months during such year that such individ-
ual is covered under Medicare part B.

(b) INDIVIDUALS TO WHOM SEcTION AP-
PLIES—This section shall apply to any indi-
vidual for any taxable year if—

'(1) such individual is covered under Medi-
care part B for any month during such year.
and

'(2) the modified adjusted gross income of
the taxpayer for such taxable year exceeds
the threshold amount.

(c) SUPPLEMENTAL MEDICARE PART B PRE-
MIUM.-

(1) IN GENERAL—For purposes of sub-
section (a). the supplemental Medicare part
B premium for any month is an amount
equal to the excess of—

(A) subject to adjustment under para-
graph (2). 200 percent of the monthly actuar
ial rate for enrollees age 65 and over deter-
mined under subsection 1839(a)(l) of the So-
cial Security Act for such month, over

(B) the total monthly premium under sec-
tion 1839 of the Social Security Act (deter-
mined without regard to subsections (b) and
(t) of section 1839 of such Act).

(2) ADJUSTING MONTHLY ACTUARIAL RATE
BY GEOGRAPHIC AREA.—

'(A) IN GENERAL—In determining the
amount described in paragraph (1)(A) for an
individual residing in a premium area, the
Secretary shall adjust such amount for a
year by a geographic adjustment factor es-
tablished by the Secretary which reflects the
relative benefits and administrative costs
payable from the Federal Supplementary
Medical Insurance Trust Fund for services
performed and related administrative costs
incurred in the year with respect to enrollees
residing in such are compared to the na-
tional average of such benefits and costs.

'(B) PREMIUM AREA—In this paragraph. a
'premium area' means a metropolitan statis-
tical area or the portion of a State outside of
any metropolitan statistical area.

(d) PF{ASEIN.—
'(1) IN GENERAL—If the modified adjusted

gross income of the taxpayer for any taxable
year exceeds the threshold amount by less
than $50000. the amount imposed by this sec-
tion for such taxable year shall be an
amount which bears the same ratio to the
amount which would (but for this sub-
section) be imposed by this section for such
taxable year as such excess bears to $50,000.
The preceding sentence shall not apply to
any individual whose threshold amount is
zero.

(2) PF{ASEIN RANGE FOR JOINT RETURNS—In
the case of ajoint return, paragraph (1) shall
be applied by substituting '$75,000' for
'$50,000'.

(e) OTHER DEFINITIONS AND SPECIAL
RULES—For purposes of this section—

'(1) THRESHOLD AMOUNT—The term
'threshold amount' means—
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(A) except as otherwise provided in this

paragraph. 50,000.
(B) $75000 in the case of a joint return.

and
(C) zero in the case of a taxpayer who—.
(i) is married at the close of the taxzble

year but does not file a joint return for such
year. and

'(ii) does not live apart from his spouse at
all times during the taxable year.

(2) MoDIFIED ADJUSTED CROSS INCOME.—
The term modified adjusted gross income
means adjusted gross income determined
without regard to sections 931 and 933.

"(3) JOINT RETURNS—In the case of ajont
return—

(A) the amount imposed by subsection (a)
shall be the sum of the amounts so imposed
determined separately for each spouse, and

(B) subsections (a) and (d) shall be applied
by taking into account the combined moth-
fied adjusted gross income of the spouses.

(4) MEDICARE PART B COVERAGE—An indi-
vidual shall be treated as covered under Med-
icare part B for any month if a premium is
paid under part B of title XVIII of the Social
Security Act for the coverage of the individ-
ual under such part for the month.

(5) MARRIED INDIVIDUAL—The determina-
tion of whether an individual is married
shall be made in accordance with section
7703.

(f) COORDINATION WITH OTHER PRO-
SIONS.—

'(1) TREA1I.IENT AS MEDICAl EXPENSE—For
purposes of section 213. the supplemental
Medicare part B premium imposed by this
section shall be treated as an amount paid
for insurance covering medical care (as de.
fined in section 213(d)).

(2) TREATMENT UNDER SUBTITLE F—For
purposes of subtitle F (other than section
6654), the supplemental Medicare part B pre.
mium imposed by this section shall be treat-
ed as if it were a tax imposed by section 1.

-. (3) NOT TREATED AS TAX FOR CERTAIN PUR-
POSES—The supplemental Medicare part B
premium imposed by this section shall not
be treated as a tax imposed by this chapter
for purposes of determining—

(A) the amount of any credit allowable
under this chapter. or

(B) the amount of the minimum tax im-
posed by section 55."

(b) TRANSFERS TO SLJPPLEMENrAL MEJDICAL
INSURANCE TRUST FUND.—

(1) IN GENERAL—There are hereby appro-
priated to the Supplemental Medical Insur-
ance Trust Fund amounts equivalent to the
aggregate increase in liabilities under chap-
ter 1 of the Internal Revenue Code of 1986
which is attributable to the application of
section 59B of such Code, as added by this
section.

(2) TRANSFERS—The amounts appropriated
by paragraph (1) to the Supplemental Medi-
cal Insurance Trust Fund shall be trans-
ferred from time to time (but not less fre-
quently than quarterly) from the general
fund of the Treasury on the basis of esti-
mates made by the Secretary of the Treas-
ury of the amounts referred to in paragraph
(1). Any quarterly payment shall be made on
the first day of such quarter and shall take
into account the portion of the supplemental
Medicare part B premium (as defined in such
section 59B) which is attributable to months
during such quarter. Proper adjustments
shall be made in the amounts subsequently
transferred to the extent prior estimates
were in excess of or less than the amounts
required to be transferred.

(c) REPORTING REQUIREMENTS.—
(1) Paragraph (1) of section 6050F(a) (relat-

ing to returns relating to social security
benefits) is amended by striking ' and" at
the end of subparagraph (B) and by inserting
after subparagraph (C) the following new
subparagraph:
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'(D) the number- of months during the cal-

endar year for which a premium was paid
under part B of title XVIII of the Social Se-
curity Act for the coverage of such individ-
ual under such part. and'.

(2) Paragraph (2) of section 6050F(b) is
amended to read as follows:

(2) the information required to be shown
on such return with respect to such individ-
ual

(3) Paragraph (1) of section 6050F(c) is
amended by striking 'and' at the end of sub-
paragraph (A). by striking the period at the
end of subparagraph (B) and inserting
and" and by adding at the end the following
new subparagraph:

- (C) the Secretary of Health and Human
Services in the case of the information speci-
fied in subsection (a)(l)(D)."

(4) The heading for section 6050F is amend-
ed by inserting - 'and medicare part b coverage"
before the period.

(5) The item relating to section 6050F in
the table of sections for subpart B of part III
of subchapter A of chapter 61 is amended by
inserting "and Medicare part B coverag&'
before the period.

(d) CLERICAL AMENDMENT—The table of
parts for subchapter A of chapter 1 is amend-
ed by adding at the end thereof the following
new item:

'Part VIlI—Supplemental Medicare part B
premiums for high-income individuals."

(e) EFFECTIVE DATE—The amendments
made by this section shall apply to months
after December 1995 in taxable years ending
after December 31. 1995.
SEC. 8303. EXPANDED COVERAGE OF PREVEN.

TIVE BENEFITS.
(a) PROVIDING ANNUAL SCREEr'nNG MAMMOG-

RAPHY FOR WOMEN OVER AGE 49—Section
1834(c)(2)(A) (42 U.S.C. 1395m(c)(2)(A)) is
amended—

(1) in clause (iv). by striking "but under 65
years of age.': and

(2) by striking clause (v).
(b) COVERAGE OF SCREENING PAP SAR

AND PELVIC ExAMS.—
(1) COVERAGE OF PELVIC EXAM; INCREASING

FREQUENCY OF COVERAGE OF PAP SMEAR—Sec-
tion 1861(nn) (42 U.S.C. 1395x(nn)) is amend-
ed—

(A) in the heading. by striking 'Smear"
and inserting 'Smear: Screening Pelvic
Exam'

(B) by striking "(nn)" and inserting

(C) by striking '3 years" and all that fol-
lows and inserting '3 years. or during the
preceding year in the case of a woman de-
scribed in paragraph (3)." and

(D) by adding at the end the following new
paragraphs:

'(2) The term 'screening pelvic exam'
means an pelvic examination provided to a
woman if the woman involved has not had
such an examination during the preceding 3
years. or during the preceding year in the
case of a woman described in paragraph (3),
and includes a clinical breast examination.

'(3) A woman described in this paragraph
is a woman who—

(A) is of childbearing age and has not had
a test described in this subsection during
each of the preceding 3 years that did not in-
dicate the presence of cervical cancer: or

-. (B) is at high risk of developing cervical
cancer (as determined pursuant to factors
xdentified by the Secretary).".

(2) WAIVER OF DEDUCTIBLE—The first sen-
tence of section 1833(b) (42 U.S.C. 13951(b)). as
amended by subsection (a)(2), is amended—

(A) by striking "and (5)" and inserting
'(5)': and

(B) by striking the period at the end and
rnserting the following: ', and (6) such de-
ductible shall not apply with respect to
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screening pap smear and screening pel'ic
exam (as described in section 1861(nn)).".

(3) COr-JFORMING AMENDMENTS. —(A) Secti ,
1861(s)(14) (42 U.S.C. 1395x(s)(14)) is amende:i
by inserting "and screening pelvic exari
after 'screening pap smear".

(B) Section 1862(a)(I) (F) (42 U.S.C.
1395y(a)(1)(F)) is amended by inserting "aid
screening pelvic exam" after "screening PI
smear".

(c) COVERAGE OF COLORECTAL SCREENING.-'
(1) IN GENERAL—Section 1834 (42 U.S.:.

1395m) is amended by inserting after su
section (c) the following new subsection:

-' (d) FREQUENCY AND PAYMENT LInTh F(1
SCREENING FECAL-OCCULT BLOOD TEST 3.
SCREENING FLEXIBLE SIGMOIDOSCOPIES. AC
SCREENING C0L0N0SC0PY.—

(1) FREQUENCY LIMITS FOR SCREENJN
FECAL-OCCULT BLOOD TESTS—Subject to rev:-
sion by the Secretary under paragraph (4), n
payment may be made under this part for
screening fecal-occult blood test provided t
an individual for the purpose of early detec'
tion of colon cancer if the test is performed—'

'(A) in the case of an individual under 6i
years of age, more frequently than is pro.
vided in a periodicity schedule establishec
by the Secretary for purposes of this sub
paragraph: or

"(B) in the case of any other individual,
within the 11 months following the month in
which a previous screening fecal-occult blood
test was performed.

'(2) SCREENING FLEXIBLE
SIGMOIDOSCOPIES.—

(A) PAYMENT AMOUNT—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening flexible
sigmoidoscopies provided for the purpose of
early detection of colon cancer that is con-
sistent with payment amounts under such
section for similar or related services, except
that such payment amount shall be estab-
lished without regard to subsection (a)(2)(A)
of such section.

-- (B) FREQUENCY LIMrrS.—Subject to revi-
sion by the Secretary under paragraph (4). no
payment may be made under this part for a
screening flexible sigmoidoscopy provided to
an individual for the purpose of early detec-
tion of colon cancer if the procedure is per-
formed—

'(i) in the case of an individual under 65
years of age. more frequently than is pro-
vided in a periodicity schedule established
by the Secretary for purposes of this sub-
paragraph: or

'(ii) in the case of any other individual,
within the 59 months following the month in
which a previous screening flexible
sigmoidoscopy was performed.

(3) SCREENING COLONOSCOPY FOR INDIVID-
UALS AT HIGH RISK FOR COLORECTAL CANCER.—

(A) PAYMENT AMOUNT—The Secretary
shall establish a payment amount under sec-
tion 1848 with respect to screening
colonoscopy for individuals at high risk for
colorectal cancer (as determined in accord-
ance with criteria established by the Sec-
retary) provided for the purpose of early de-
tection of colon cancer that is consistent
with payment amounts under such section
for similar or related services, except that
such payment amount shall be established
without regard to subsection (a) (2) (A) of such
section.

"(B) FREQUENCY LIMIT—Subject to revision
by the Secretary under paragraph (4). no
payment may be made under this part for a
screening colonoscopy for individuals at high
risk for colorectal cancer provided to an in-
dividual for the purpose of early detection of
colon cancer if the procedure is performed
within the 47 months following the month in
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which a previous screening colonoscopy was
performed.

(C) FACTORS CONSIDERED IN ESTABLISF'flNC
CRITEJ1A FOR DETERMININC INDIVIDUALS AT
HICH RISK—In establishing criteria for deter-
mining whether an individual is at high risk
for colorectal cancer for purposes of this
paragraph, the Secretary shall take into con-
sideration family history, prior experience of
cancer, a history of chronic digestive disease
condition, and the presence of any appro-
priate recognized gene markers for
colorectal cancer.

(4) REVISION OF FREQUENCY.—
(A) REVIEW—The Secretary shall review

periodically the appropriate frequency for
performing screening fecal-occult blood
tests, screening flexible sigmoidoscopies, and
screening colonoscopy based on age and such
other factors as the Secretary believes to be
pertinent.

(B) REVISION OF FREQUENCY—The Sec-
retary, taking into consideration the review
made under clause (i). may revise from time
to time the frequency with which such tests
and procedures may be paid for under this
subsection.".

(2) CONFORMINC AMENDMENTs.—(A) Para-
graphs (1) (D) and (2) (D) of section 1833(a) (42
U.S.C. 13951(a)) are each amended by striking
"subsection (h)(l),' and inserting "sub-
section (h)(l) or section 1834(d)(1),",

(B) Clauses (i) and (ii) of section
1848(a) (2) (A) (42 U.S.C. 1395w—4(a) (2) (A)) are
each amended by striking a service" and in-
serting "a set-vice (other than a screening
flexible sigmoidoscopy provided to an indi-
vidual for the purpose of early detection of
colon cancer or a screening colonoscopy pro-
vided to an individual at high risk for
colorectal cancer for the purpose of early de-
tection of colon cancer)",

(C) Section 1862(a) (42 U.S.C. 1395y(a)) is
amended—

(1) in paragraph (1)—
(I) in subparagraph (E), by striking "and"

at the end:
(II) in subparagraph (F), by striking the

semicolon at the end and inserting , and":
and

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

(C) in the case of screening fecal-oc'cult
blood tests, screening flexible
sigmoidoscopies, and screening colonoscopy
provided for the purpose of early detection of
colon cancer, which are performed more fre-
quently than is covered under section
1834(d):': and

(ii) in paragraph (7), by striking 'para-
graph (1)(B) or under paragraph (l)(F)" and
inserting 'subparagraphs (B), (F). or (C) of
paragraph (1)".

(d) PROSTATE CANCER SCREENINC TESTS,—
(1) IN CENERAL,—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)) is amended—
(A) by striking "and" at the end of sub-

paragraph (N) and subparagraph (0): and
(B) by inserting after subparagraph (C)) the

following new subparagraph:
(P) prostate cancer screening tests (as de-

fined in subsection (00)); and".
(2) TESTS DESCRIBED—Section 1861 (42

U.S.C. 1395x) is amended by adding at the end
the following new subsection:

"Prostate Cancer Screening Tests
(oo) The term 'prostate cancer screening

test' means a test that consists of a digital
rectal examination or a prostate-specific
antigen blood test (or both) provided for the
purpose of early detection of prostate cancer
to a man over 40 years of age who has not
had such a test during the preceding year,",

(3) PAYMENT FOR PROSTATE-SPECIFIC ANTI-
CEN BLOOD TEST UNDER CUNICAL DIACNOSTIC
LABORATORY TEST FEE SCHEDULES—Section
1833(h)(l)(A) (42 U.S.C. 13951(h)(1)(A)) is

amended by inserting after 'laboratory
tests" the following: '(including prostate
cancer screening tests under section 1861(00)
consisting of prostate-specific antigen blood
tests)'.

(4) CONFORrflNC AMENDMENT—Section
1862(a) (42 U.S.C. 1395y(a)). as amended by
subsection (c)(3)(C), is amended—

(A) in paragraph (1)—
(i) in subparagraph (F). by striking 'and"

at the end,
(ii) in subparagraph (C). by striking the

semicolon at the end and inserting ". and".
and

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

(H) in the case of prostate cancer screen-
ing test (as defined in section 1861(oo)) pro-
vided for the purpose of early detection of
prostate cancer, which are performed more
frequently than is covered under such sec-
tion;": and

(B) in paragraph (7), by striking 'or (C)'
and inserting "(C), or (H)'.

(e) DIABE'rES SCREENINC BENEFITS.—
(1) DIABETES OUTPATIENT SELF-MANACEMENT

TRAININC SERVICES, —
(A) IN CENERAL.—Section 1861(s)(2) (42

U.S.C. 1395x(s)(2)), as amended by subsection
(d)(1), is amended—

(i) by striking "and" at the end of subpara-
graph (N):

(ii) by striking 'and" at the end of sub-
paragraph (0): and

(iii) by inserting after subparagraph (0)
the following new subparagraph:

'(P) diabetes outpatient self-management
training services (as defined in subsection
(pp)); and",

(B) DEFINITION—Section 1861 (42 U.S.C.
1395x), as amended by subsection (d)(2), is
amended by adding at the end the following
new subsection:

DIABETES OUTPATIENT SELF-MANACEMENT
TRAININC SERVICES

"(pp)(I) The term 'diabetes outpatient self-
management training services means edu-
cational and training services furnished to
an individual with diabetes by or under ar-
rangements with a certified provider (as de-
scribed in paragraph (2)(A)) in an outpatient
setting by an individual or entity who meets
the quality standards described in paragraph
(2)(B), but only if the physician who is man-
aging the individual's diabetic condition cer-
tifies that such services are needed under a
comprehensive plan of care related to the in-
dividual's diabetic condition to provide the
individual with necessary skills and knowl-
edge (including skills related to the self-ad-
ministration of injectable drugs) to partici-
pate in the management of the individual's
condition,

'(2) In paragraph (1)—
"(A) a 'certified provider' is an individual

or entity that, in addition to providing dia-
betes outpatient self-management training
services. provides other items or services for
which payment may be made under this
title: and

(B) an individual or entity meets the
quality standards described in this para-
graph if the individual or entity meets qual-
ity standards established by the Secretary,
except that the individual or entity shall be
deemed to have met such standards if the in-
dividual or entity meets applicable stand-
ards originally established by the National
Diabetes Advisory Board and subsequently
revised by organizations who participated in
the establishment of standards by such
Board, or is recognized by the American Dia-
betes Association as meeting standards for
furnishing the services.'.

(C) CONSULTATION WITH ORCANIZATIONS IN
ESTABLISF'flNC PAYMENT AMOUT'TS FOR SERV-
ICES PROVIDED BY PHYSICIANS—In establish-
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ing payment amounts under section 1848(a)
of the Social Security Act for physicians'
services consisting of diabetes outpatient
self-management training services, the Sec-
retary of Health and Human Services shall
consult with appropriate organizations, in-
cluding the American Diabetes Association,
in determining the relative value for such
services under section 1848(c) (2) of such Act.

(2) BLOOD-TESTINC STRIPS FOR INDIVIDUALS
WITH DIABETES,—

(A) INCLUDINC STRIPS AS DURABLE MEDICAL
EQUIPMENT—Section 1861(n) (42 U.S.C.
1395x(n)) is amended by striking the semi-
colon in the first sentence and inserting the
following: ', and includes blood-testing
strips for individuals with diabetes without
regard to whether the individual has Type I
or Type II diabetes (as determined under
standards established by the Secretary in
consultation with the American Diabetes As-
sociation):".

(2) PAYMENT FOR STRiPS BASED ON METh-
ODOLOCY FOR INEXPENSIVE AND ROUTINELY
PURCHASED EQUIPMENT—Section 1834(a) (2) (A)
(42 U.S.C. 1395m (a) (2) (A)) is amended—

(A) by striking "or" at the end of clause
(ii):

(B) by adding 'or" at the end of clause
(iii); and

(C) by inserting after clause (iii) the fol-
lowing new clause:

"(iv) which is a blood-testing strip for an
individual with diabetes,",

(e) EFFECTIVE DATE—The amendments
made by this section shall apply to items
and services furnished on or after January 1,
1996.

Subtitle E—Medicare Fraud Reduction
SEC. 8401. INCREASING BENEFICIARY AWARE-

NESS OF FRAUD AND ABUSE.

(a) BENEFICIARY OUTREACH EFFORTS—The
Secretary of Health and Human Services
(acting through the Administrator of the
Health Care Financing Administration and
the Inspector General of the Department of
Health and Human Services) shall make on-
going efforts (through public service an-
nouncements, publications, and other appro-
priate methods) to alert individuals entitled
to benefits under the medicare program of
the existence of fraud and abuse committed
against the program and the costs to the pro-
gram of such fraud and abuse, and of the ex-
istence of the toll-free telephone line oper-
ated by the Secretary to receive information
on fraud and abuse committed against the
program.

(b) CLARIFICATION OF REQUIREMENT TO PRO-
VIDE ELANATION OF MEDICARE BENEFITS.—
The Secretary shall provide an explanation
of benefits under the medicare program with
respect to each item or service for which
payment may be made under the program
which is furnished to an individual, without
regard to whether or not a deductible or co-
insurance may be imposed against the indi-
vidual with respect to the item or service.

(c) PROVIDER OuTREACH EFFORTS: PUBUCA-
TION OF FRAUD ALERTS.—

(1) SPECIAL FRAUD ALERTS.—
(A) IN CENERAL.—
(i) REQUEST FOR SPECIAL FRAUD ALERTS.—

Any person may present, at any time, a re-
quest to the Secretary to issue and publish a
special fraud alert,

(ii) SPECIAL FRAUD ALERT DEFINED—In this
section, a 'special fraud alert is a notice
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de•
fined in section 1128(h) of the Social Security
Act).

(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS.—
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(i) Ir.JvESTICATI0N.—Upon receipt of a re

quest for a special fraud alert under subpara-
graph (A). the Secretary shall investi;ate
the subject matter of the request to deter-
mine whether a special fraud alert should be
issued. If appropriate, the Secretary (in con-
sultation with the Attorney General) shall
issue a special fraud alert in response to the
request. All special fraud alerts issued pursu-
ant to this subparagraph shall be published
in the Federal Register.

(ii) CRITERIA FOR ISSUANCE—In determin-
ing whether to issue a special fraud alert
upon a request under subparagraph (A). the
Secretary may consider—

(1) whether and to what extent the prac-
tices that would be identified in the special
fraud alert may result in any of the con-
sequences described in subparagraph (C): and

(11) the extent and frequency of the con-
duct that would be identified in the special
fraud alert.

(C) CONSEQUENCES DESCRIBED—The con-
sequences described in this subparagraph a'e
as follows:

(i) An increase or decrease in access to
health care services.

(ii) An increase or decrease in the quality
of health care services.

(iii) An increase or decrease in patiert
freedom of choice among health care provid-
ers.

(iv) An increase or decrease in competitiofl
among health care providers.

(v) An increase or decrease in the cost to
health care programs of the Federal Govern-
ment.

(vi) An increase or decrease in the poten.
tial overutilization of health care services.

(viii) Any other factors the Secretary
deems appropriate in the interest of prevent
ing fraud and abuse in health care program
of the Federal Government.

(2) PUBLICATION OF ALL HCFA FRAUD ALERTS
N FEDERAL REGISTER—Each notice issued by
the Health Care Financing Administration
which informs the public of practices which
the Secretary considers to be suspect or of
particular concern under the medicare pro-
gram or a State health care program (as de-
fined in section 1128(h) of the Social Security
Act) shall be published in the Federal Reg-
ister, without regard to whether or not the
notice is issued by a regional office of the
Health Care Financing Administration.
SEC. 8402. BENEFICIARY INCENTIVES TO REPORT

FRAUD AND ABUSE.
(a) PROGRAM TO COLLECT INFORMATION ON

FRAUD AND ABUSE.—
(1) ESTABLISHMENT OF PROCRAM.—Not later

than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to report to the
Secretary information on individuals and en-
tities who are engaging or who have engaged
in acts or omissions which constitute
grounds for the imposition of a sanction
under section 1128. section 1128A. or section
11288 of the Social Security Act, or who have
otherwise engaged in fraud and abuse against
the medicare program.

(2) PAYMENT OF PORTION OF AMOUNTS COL-
LECTED—If an individual reports informa-
tion to the Secretary under the program es-
tablished under paragraph (1) which serves as
the basis for the collection by the Secretary
or the Attorney General of any amount of at
least $100 (other than any amount paid as a
penalty under section 1128B of the Social Se-
curity Act), the Secretary may pay a portion
of the amount collected to the individual
(under procedures similar to those applicable
under section 7623 of the Internal Revenue
Code of 1986 to payments to individuals pro-
viding information on violations of such
Code).

(b) PRocRAJ TO COLLECT INFORMATION ON
PROGRAM EFFICIENCY.—
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(1) ESTABLISHMENT OF PROCRAM.—Not later

than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to submit to the
Secretary suggestions on methods to im-
prove the efficiency of the medicare pro-
gram.

(2) PAYMENT OF PORTION OF PROGRAM SAV-
INGS.—If an individual submits a suggestion
to the Secretary under the program estab-
lished under paragraph (I) which is adopted
by the Secretary and which results in sav-
ings to the program. the Secretary may
make a payment to the individual of such
amount as the Secretary considers appro-
priate.
SEC. 8403. ELIMINATION OF HOME HEALTH OVER-

PAYMENTS.
(a) REQUIRING BILLING AND PAYMENT TO BE

BASED ON SITE WHERE SERVICE FURNISHED.—
Section 1891 (42 U.S.C. 1395bbb) is amended
by adding at the end the following new sub-
section:

(g) A home health agency shalt submit
claims for payment for home health services
under this title only on the basis of the geo-
graphic location at which the service is fur-
nished.'

(b) EFFECTWE DATE—The amendment
made by subsection (a) shall apply to serv-
ices furnished during cost reporting periods
beginning on or after October 1. 1995.
SEC. 8404, SKILLED NURSINC FACILITIES.

(a) CLARIFICATION OF TREATMENT OF HOS-
PITAL TRANSFERS—Section 1886(d)(5)(I) (42
U.S.C. 1395ww(d)(5)(I)) is amended by adding
at the end the following new clause:

(iii) In making adjustments under clause
(i) for transfer cases, the Secretary shall
treat as a transfer any transfer to a hospital
(without regard to whether or not the hos-
pital is a subsection (d) hospital). a unit
thereof, or a skilled nursing facility:.

(b) EFFECTWE DATE—The amendment
made by subsection (a) shall apply to dis-
charges occurring on or after October 1. 1995.
SEC. 8405. DIRECT SPENDINC FOR ANTI-FRAUD

ACTIVITIES UNDER MEDICARE.
(a) ESTABLISHMENT OF MEDICARE lNTEGRrr-'

PROCRAM.—Title XVI1I. as amended by sec-
tion 8231(d), is further amended by adding at
the end the following new section:

'MEDICARE INTEGRITY PROGRAM

"SEC. 1894. (a) ESTABLISHMENT OF PRO-
CRAM—There is hereby established the Medi-
care Integrity Program (hereafter in this
section referred to as the 'Program') under
which the Secretary shall promote the integ-
rity of the medicare program by entering
into contracts in accordance with this sec-
tion with eligible private entities to carry
Out the activities described in subsection (b).

(b) ACTIVITIES DESCRJBED.—The activities
described in this subsection are as follows:

'(1) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review (employing
similar standards, processes. and tech-
1ologies used by private health plans, includ-
ing equipment and software technologies
which surpass the capability of the equip-
ment and technologies used in the review of
c:laims under this title as of the date of the
Enactment of this section).

'(2) Audit of cost reports.
(3) Determinations as to whether pay-

rient should not be. or should not have been,
rade under this title by reason of section
1862(b). and recovery of payments that
should not have been made.

'(4) Education of providers of services.
beneficiaries. and other persons with respect
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to payment integrity and benefit quality as-
surance issues.

-- (c) ELICIBILITY OF ENTITIES—An entity is
eligible to enter into a contract under the
Program to carry Out any of the activities
described in subsection (b) if—

(1) the entity has demonstrated capabil-
ity to carry Out such activities:

(2) in carrying Out such activities, the en-
tity agrees to cooperate with the Inspector
General of the Department of Health and
Human Services, the Attorney General of the
United States, and other law enforcement
agencies, as appropriate, in the investigation
and deterrence of fraud and abuse in relation
to this title and in other cases arising out of
such activities;

'(3) the entitys financial holdings. inter-
ests. or relationships will not interfere with
its ability to perform the functions to be re-
quired by the contract in an effective and
impartial manner: and

(4) the entity meets such other require-
ments as the Secretary may impose.

-. (d) PROCESS FOR ENTERING INTO CON-
TRACTS—The Secretary shall enter into con-
tracts under the Program in accordance with
such procedures as the Secretary may by
regulation establish, except that such proce-
dures shall include the following:

- (1) The Secretary shall determine the ap-
propriate number of separate contracts
which are necessary to carry out the Pro-
gram and the appropriate times at which the
Secretary shall enter into such contracts.

'(2) The provisions of section 1153(e)(1)
shall apply to contracts and contracting au-
thority under this section, except that com-
petitive procedures must be used when enter-
ing into new contracts under this section, or
at any other time considered appropriate by
the Secretary.

'(3) A contract under this section may be
renewed without regard to any provision of
law requiring competition if the contractor
has met or exceeded the performance re-
quirements established in the current con-
tract.

- (e) LIMITATION ON COI'mcrOR LIABIL-
ITY—The Secretary shall by regulation pro-
vide for the limitation of a contractor's li-
ability for actions taken to carry out a con-
tract under the Program, and such regula-
tion shall, to the extent the Secretary finds
appropriate, employ the same or comparable
standards and other substantive and proce-
dural provisions as are contained in section
1157.

(f) TRANSFER OF AMOUNTS TO MEDICARE
ANTI-FRAUD AND ABUSE TRUST FUND—For
each fiscal year, the Secretary shall transfer
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Medicare
Anti-Fraud and Abuse Trust Fund under sub-
section (g) such amounts as are necessary to
carry Out the activities described in sub-
section (b). Such transfer shall be in an allo-
cation as reasonably reflects the proportion
of such expenditures associated with part A
and part B.

'&J MEDICARE ANTI-FRAUD AND ABUSE
TRUST FUND.—

"(I) ESTABLISHMENT.—
"(A) IN GENERAL.—There is hereby estab-

lished in the Treasury of the United States
the Anti-Fraud and Abuse Trust Fund (here-
after in this subsection referred to as the
'Trust Fund'). The Trust Fund shall consist
of such gifts and bequests as may be made as
provided in subparagraph (B) and such
amounts as may be deposited in the Trust
Fund as provided in subsection (f), paragraph
(3). and title XI.

"(B) AUTHORIZATION TO ACCEPT GIFTS AND
BEQUESTS—The Trust Fund is authorized to
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accept on behalf of the United States money
gifts and bequests made unconditionally to
the Trust Fund, for the benefit of the Trust
Fund or any activity financed through the
Trust Fund.

(2) INVESTMENT.—
(A) IN CENERAL.—The Secretary of the

Treasury shall invest such amounts of the
Fund as such Secretary determines are not
required to meet current withdrawals from
the Fund in government account serial secu-
rities.

(B) USE OF INCOME—Any interest derived
from investments under subparagraph (A)
shall be credited to the Fund.

(3) AMOUrTS DEPOSITED INTO TRUST
FUND—In addition to amounts transferred
under subsection (f). there shall be deposited
in the Trust Fund—

(A) that portion of amounts recovered in
relation to section 1128A arising Out of a
claim under title XVIII as remains after ap-
plication of subsection (0(2) (relating to re-
payment of the Federal Hospital Insurance
Trust Fund or the Federal Supplementary
Medical Insurance Trust Fund) of that sec-
tion. as may be applicable.

'(B) fines imposed under section 1128B
arising out of a claim under this title, and

(C) penalties and damages imposed (other
than funds awarded to a relator or for res-
titution) under sections 3729 through 3732 of
title 31. United States Code (pertaining to
false claims) in cases involving claims relat-
ing to programs under title XVIII. XIX, or
XXI.

'(4) DIRECT APPROPRIATION OF FUNDS TO
CARRY OUT PROGRAM.—

(A) IN CENERAL—There are appropriated
from the Trust Fund for each fiscal year
such amounts as are necessary to carry out
the Medicare Integrity Program under this
section. subject to subparagraph (B).

(B) AMOUNTS SPECIFIED—The amount ap-
propriated under subparagraph (A) for a fis-
cal year is as follows:

(i) For fiscal year 1996. such amount shall
be not less than $430,000,000 and not more
than $440,000,000.

"(ii) For fiscal year 1997, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

"(iii) For fiscal year 1998. such amount
shall be not less than $550,000,000 and not
more than $560000000.

"(iv) For fiscal year 1999. such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

(v) For fiscal year 2000. such amount shall
be not less than $670,000,000 and not more
than $680000000.

"(vi) For fiscal year 2001, such amount
shall be not less than $690,000,000 and not
more than $700000000.

(vii) For fiscal year 2002. such amount
shall be not less than $710,000,000 and not
more than $720,000,000.

(5) ANNUAL REPORT—The Secretary shall
submit an annual report to Congress on the
amount of revenue which is generated and
disbursed by the Trust Fund in each fiscal
year.".

(b) ELIMINATION OF Fl AN]) CARRIER RE-
SPONSIBILITY FOR CARRYINC OUT ACTIVITIES
SUBJECT TO PROCRAM.—

(1) RESPONSIBILITIES OF FISCAL
INTERMEDIARIES UNDER PART A—Section 1816
(42 U.S.C. 1395h) is amended by adding at the
end the following new subsection:

(1) No agency or organization may carry
out (or receive payment for carrying out)
any activity pursuant to an agreement under
this section to the extent that the activity is
carried out pursuant to a contract under the
Medicare Integrity Program under section
1894.''.

(2) RESPONSIBILITIES OF CARRIERS UNDER
PART B—Section 1842(c) (42 U.S.C. 1395u(c)) is

amended by adding at the end the following
new paragraph:

'(6) No carrier may carry out (or receive
payment for carrying out) any activity pur-
suant to a contract under this subsection to
the extent that the activity is carried out
pursuant to a contract under the Medicare
Integrity Program under section 1894.".

(c) CONFORMINC AMENDMENT—Section
1128A(0(3) (42 U.S.C. 1320a—7a(f)(3)) is amend-
ed by striking "as miscellaneous receipts of
the Treasury of the United States" and in-
serting 'in the Anti-Fraud and Abuse Trust
Fund establishedunder section 1895(g)'.

(d) DIRECT SPENDINC FOR MEDICARE-RELAT-
ED ACTIVITIES OF INSPECTOR GENERAl_—Sec-
tion 1894. as added by subsection (a). is
amended by adding at the end the following
new subsection:

(h) DIRECT SPENDINC FOR MEDICARE-RE-
LATED ACTIVITIES OF INSPECTOR GENERAL.—

(1) IN CENERAL.—There are appropriated
from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medi-
cal Insurance Trust Fund to the Inspector
General of the Department of Health and
Human Services for each fiscal year such
amounts as are necessary to enable the In-
spector General to carry out activities relat-
ing to the medicare program (as described in
paragraph (2)). subject to paragraph (3).

"(2) ACTIVTFIES DESCRIBED—The activities
described in this paragraph are as follows:

(A) Prosecuting medicare-related matters
through criminal, civil, and administrative
proceedings.

•'(B) Conducting investigations relating to
the medicare program.

"(C) Performing financial and performance
audits of programs and operations relating
to the medicare program.

CD) Performing inspections and other
evaluations relating to the medicare pro.
gram.

• (E) Conducting provider and conumer
education activities regarding the require-
ments of this title.

(3) AMOUNTS SPECIFIED.—The amount ap-
propriated under paragraph (1) for a fiscal
year is as follows:

•'(A) For fiscal year 1996. such amount
shall be $130,000,000.

"(B) For fiscal year 1997. such amount
shall be $181,000,000.

•'(C) For fiscal year 1998. such amount shall
be $204,000,000.

(D) For each subsequent fiscal year. the
amount appropriated for the previous fiscal
year. increased by the percentage increase in
aggregate expenditures under this title for
the fiscal year involved over the previous fis-
cal year.

"(4) ALLOCATION OF PAYMENTS AMONC TRUST
FUNDS—The appropriations made under
paragraph (1) shall be in an allocation as rea-
sonably reflects the proportion of such ex-
penditures associated with part A and part
B.".
SEC. 8406, FRAUD REDUCTION DEMONSTRATION

PROJECT.
(a) IN GENERI.—Not later than July 1.

1996, the Secretary of Health and Human
Services (in this section referred to as the
"Secretary") shall establish not less than
three demonstration projects under which
organizations with a contract under section
1816 or section 1842 of the Social Security
Act—

(1) identify practitioners and providers
whose patterns of providing care to bene-
ficiaries enrolled under title XVIII of the So-
cial Security Act are consistently outside
the norm for other practitioners or providers
of the same category, class. or type. and

(2) experiment with ways of identifying
fraudulent claims submitted to the program
established under such title before they are
paid.
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(b) DURATION OF PROJECTS—Each project

established under subsection (a) shall last for
at least 18 months and shall focus on those
categories, classes, or types of providers and
practitioners that have been identified by
the Inspector General of the Department of
Health and Human Services as having a high
incidence of fraud and abuse.

Cc) REPORT—Not later than July 1. 1997.
the Secretary shall report to the Congress on
the demonstration projects established under
subsection (a). and shall include in the re-
port an assessment of the effectiveness of,
and any recommended legislative changes
based on. the projects.
SEC. 8407. REPORT ON COMPETITIVE PRICING.

Not later than 1 year after the date of the
enactment of this Act. the Secretary of
Health and Human Services (acting through
the Administrator of the Health Care Fi-
nancing Administration) shall submit to
Congress a report recommending legislative
changes to the medicare program to enable
the prices paid for items and services under
the medicare program to be established on a
more competitive basis.
Subtitle F—Improving Access to Health Care

PART i—ASSISTANCE FOR RURAL
PROVIDERS

Subpart A—Rural Hospitals
SEC. 8501. SOLE COMMUNITY HOSPITALS.

(a) UPDATE—Section 1886(b) (3) (B) (iv) (42
U.S.C. 1395ww(b) (3) (B) (iv)) is amended—

(A) in subclause (III), by striking and" at
the end; and

(B) by striking subclause (IV) and inserting
the following:

"(IV) for each of the fiscal years 1996
through 2000. the market basket percentage
increase minus 1 percentage points, and

"(V) for fiscal year 2001 and each subse-
quent fiscal year, the applicable percentage
increase under clause (i).'.

(b) STUDY OF IMPACT OF SOLE COMMUNITY
HOSPITAL DESICNATIONS.—

(I) STUDY—The Medicare Payment Review
Commission shall conduct a study of the im-
pact of the designation of hospitals as sole
community hospitals under the medicare
program on the delivery of health care serv-
ices to individuals in rural areas, and shall
include in the study an analysis of the char-
acteristics of the hospitals designated as
such sole community hospitals under the
program.

(2) REPORT—Not later than 12 months
after the date a majority of the members of
the Commission are first appointed, the
Commission shall submit to Congress a re-
port on the study conducted under paragraph
(1).

SEC. 7022. MEDICARE-DEPENDENT, SMALL.
RURAL HOSPITAL PAYMENT EXTEN-
SION.

(a) SPECIAL TREATNT EXTENDED.—
(1) PAYMENT METHODOLOCY.—Section

1886(d) (5) (G) (i) (42 U.S.C. 1395ww(d) (5) (G)) is
amended—

(A) in clause (i), by striking "October 1.
1994." and inserting 'October 1, 1994, or be-
ginning on or after September 1, 1995, and be-
fore October 1, 2000,"; and

(B) in clause (ii)(II), by striking October
1. 1994" and inserting "October 1. 1994, or be-
ginning on or after September 1, 1995, and be-
fore October 1, 2000,".

(2) EXTENSION OF TARCET AMOUNT—Section
1886(b)(3)(D) (42 U.S.C. 1395ww(b)(3)(D)) is
amended—

(A) in the matter preceding clause (i), by
striking "September 30. 1994," and inserting
'September 30, 1994, and for cost reporting
periods beginning on or after September 1.
1995. and before October 1, 2000,";
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(B) in clause (ii). by striking "and" at the

end:
(C) in clause (iii). by striking the period at

the end and inserting and; and
(D) by adding at the end the following new

clause:
'(iv) with respect to discharges occurring

during September 1995 through fiscal year
1999, the target amount for the precedthg
year increased by the applicable percentage
increase under subparagraph (B) (iv):'.

(3) PERMITTiNG HOSPITALS TO DECLINE RE-
CLA55IFICATION.—Section 13501(e) (2) of
OBRA-93 (42 U.S.C. 1395ww note) is amend(d
by striking 'or fiscal year 1994 and insert-
ing ', fiscal year 1994. fiscal year 1995, fisc3l
year 1996, fiscal year 1997, fiscal year 1998. or
fiscal year 1999''.

(4) TECHNICAL CORRECTION—Section
1886(d) (5) (G) (i) (42 U.S.C. 1395ww(d) (5) (G) (i)),
as in effect before the amendment made by
paragraph (I). is amended by striking all
that follows the first period.

(b) EFFECTIVE DATE—The amendments
made by subsection (a) shall apply with re-
spect to discharges occurring on or after
September 1, 1995.
SEC. 7023. PROPAC RECOMMENDATIONS ON

URBAN MEDICARE DEPENDENT HOS.
PITALS.

Section 1886(e)(3)(A) (42 U.S.C.
1395ww(e) (3) (A)) is amended by adding at the
end the following new sentence: 'The Com
mission shall, beginning in 1996, report it
recommendations to Congress on an appro
priate update to be used for urban hospitals
with a high proportion of medicare patient
days and on actions to ensure that medicare
beneficiaries served by such hospitals retain
the same access and quality of care as medi-
care beneficiaries nationwide.".
SEC. 7024. PAYMENTS TO PHYSICIAN ASSISTANTS

AND NURSE PRACTITIONERS FOR
SERVICES FURNISHED IN OUT-
PATIENT OR HOME SETrINGS.

(a) COVERAGE IN OUTPATIENT OR HOME SET-
TINGS FOR PHYSIOAN ASSISTANTS AND NURSE
PRACTITIONERS.—Section 1861(s) (2) (K) (42
U.S.C. 1395x(s)(2)(K)) is amended—

(I) in clause (i)—
(A) by striking 'or" at the end of

subclause (II); and
(B) by inserting "or (IV) in an outpatient

or home setting as defined by the Secretary'
following ' shortage area.": and

(2) in clause (ii)—
(A) by striking in a skilled" and inserting

'in (I) a skilled': and
(B) by inserting ". or (II) in an outpatient

or home setting (as defined by the Sec-
retary)." after '(as defined in section
1919(a))''.

(b) PAYMENTS TO PIiYSICIAN ASSISTANTS
ANI) NURSE PRACTITIONERS IN OUTPATIENT OR
HOME SErTINGS.—

(I) IN GEt'ERAL.—Section 1833(r)(I) (42
U.S.C. 13951(r)(i)) is amended—

(A) by inserting 'services described in sec-
tion 1861(s)(2)(K)(ii)(II) (relating to nurse
practitioner services furnished in outpatient
or home settings). and services described in
section 1S61(s)(2)(K)(i)(IV) (relating to physi-
cian assistant services furnished in an Out-
patient or home setting' after 'rural
area),": and

(B) by striking or clinical nurse special-
ist" and inserting clinical nurse specialist,
or physician assistant".

(2) CONFORMING AMENDMENT—Section
1842(b)(6)(C) (42 U.S.C. 1395u(b)(6)(C)) is
amended by striking clauses (i). (ii). or
(iv) and inserting subclauses (I). (II), or
(III) of clause (i), clause (ii)(I), or clause
(iv)'.

(c) PAYMENT UNDER THE FEE SCHEDULE TO
PHYSICIAN ASSISTANTS AND NURSE PRACTI-
TIONERS IN OUTPATIENT OR HOME SETrINGS.—

(I) PHYSICIAN ASSISTANTS—Section
1842(b)(12) (42 U.S.C. 1395u(b)(12)) is amended
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by adding at the end the following new sub.
paragraph:

"(C) With respect to services described in
clauses (i)(IV), (ii)(II), and (iv) of section
1861 (s)(2) (K) (relating to physician assistants
and nurse practitioners furnishing services
in outpatient or home settings)—

'(i) payment under this part may only be
made on an assignment-related basis; and

"(ii) the amounts paid under this part shall
be equal to 80 percent of (I) the lesser of the
actual charge or 85 percent of the fee sched.
ule amount provided under section 1848 for
the same service provided by a physician
who is not a specialist; or (II) in the case of
services as an assistant at surgery, the lesser
of the actual charge or 85 percent of the
amount that would otherwise be recognized
if performed by a physician who is serving as
an assistant at surgery.".

(2) CONFORMING ArNDMENT.—Section
1842(b) (12)(A) (42 U.S.C. 1395u(b) (12) (A)) is
amended in the matter preceding clause (i)
by striking '(i), (ii)," and inserting
''subclauses (I), (II), or (III) of clause (i), or
subclause (I) of clause (ii)".

(3) TECHMCAL AMENDMENT—Section
1842(b)(12)(A) (42 U.S.C. 1395u(b)(12)(A)) is
amended in the matter preceding clause (i)
by striking 'a physician assistants" and in-
serting physician assistants".

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to services
furnished on or after October I, 1995.
SEC. 7027. MEDICARE RURAL HOSPITAL FLEXI.

BILITY PROGRAM.
(a) MEDICARE RURAJ,. HOSPITAL FLEXIBILITY

PROGRAM—Section 1820 (42 U.S.C. 1395i—4) is
amended to read as follows:

MEDICARE RURAL HOSPITAL FLEXIBILITY
PROGRAM

SEC. 1820, (a) PURPOSE—The purpose of
this section is to—

"(I) ensure access to health care services
for rural communities by allowing hospitals
to be designated as critical access hospitals
if such hospitals limit the scope of available
inpatient acute care services:

(2) provide more appropriate and flexible
staffing and licensure standards;

'(3) enhance the financial security of criti-
cal access hospitals by requiring that medi.
care reimburse such facilities on a reason-
able cost basis; and

'(4) promote linkages between critical ac-
cess hospitals designated by the State under
this section and broader programs support-
ing the development of and transition to in
tegrated provider networks.

'(b) ESTABLISHMENT—Any State that sub-
mits an application in accordance with sub.
section (c) may establish a medicare rural
hospital flexibility program described in sub-
section (d).

'(c) APPUCATION.—A State may establish a
medicare rural hospital flexibility program
described in subsection (d) if the State sub-
mits to the Secretary at such time and in
such form as the Secretary may require an
application containing—

"(I) assurances that the State—
"(A) has developed, or is in the process of

developing, a State rural health care plan
that—

(i) provides for the creation of one or
more rural health networks (as defined in
;ubsection (e)) in the State,

'(ii) promotes regionalization of rural
health services in the State, and

"(iii) improves access to hospital and other
health services for rural residents of the
state;

(8) has developed the rural health care
plan described in subparagraph (A) in con-
sultation with the hospital association of the
State, rural hospitals located in the State,
and the State Office of Rural Health (or, in
the case of a State in the process of develop-
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ing such plan. that assures the Secretary
that the State will consult with its State
hospital association, rural hospitals located
in the State, and the State Office of Rural
Health in developing such plan);

'(2) assurances that the State has des-
ignated (consistent with the rural health
care plan described in paragraph (I)(A)), or is
in the process of so designating. rural non-
profit or public hospitals or facilities located
in the State as critical access hospitals: and

(3) such other information and assurances
as the Secretary may require.

(d) MEDICARE RURAL HOSPITAL FLECBIL-
ITY PROGRAM DESCRIBED.—

'(I) IN GENERAL—A State that has submit-
ted an application in accordance with sub-
section (c), may establish a medicare rural
hospital flexibility program that provides
that—

'(A) the State shall develop at least one
rural health network (as defined in sub-
section (e)) in the State: and

'(B) at least one facility in the State shall
be designated as a critical access hospital in
accordance with paragraph (2).

(2) STATE DESIGNATION OF FACILITIES.—
(A) IN GENERAL—A State may designate

one or more facilities as a critical access
hospital in accordance with subparagraph
(B).

'(B) CRITERIA FOR DESIGNATION AS CRITICAL
ACCESS HOSPITAL—A State may designate a
facility as a critical access hospital if the fa-
cility—

'(i) is located in a county (or equivalent
unit of local government) in a rural area (as
defined in section 1886(d)(2)(D)) that—

'(1) is located more than a 35-mile drive
from a hospital, or another facility described
in this subsection, or

'(II) is certified by the State as being a
necessary provider of health care services to
residents in the area; and

'(ii) makes available 24-hour emergency
care services that a State determines are
necessary for ensuring access to emergency
care services in each area served by a criti-
cal access hospital;

(iii) provides not more than 15 acute care
inpatient beds (meeting such standards as
the Secretary may establish) for providing
inpatient care for a period not to exceed 96
hours (unless a longer period is required be-
cause transfer to a hospital is precluded be-
cause of inclement weather or other emer-
gency conditions), except that a peer review
organization or equivalent entity may, on
request. waive the 96-hour restriction on a
case-by-case basis;

(iv) meets such staffing requirements as
would apply under section 1861(e) to a hos-
pital located in a rural area, except that—

"(I) the facility need not meet hospital
standards relating to the number of hours
during a day, or days during a week, in
which the facility must be open and fully
staffed, except insofar as the facility is re-
quired to make available emergency care
services as determined under clause (ii) and
must have nursing services available on a 24-
hour basis, but need not otherwise staff the
facility except when an inpatient is present,

'(II) the facility may provide any services
otherwise required to be provided by a full-
time, on site dietitian, pharmacist, labora-
tory technician, medical technologist, and
radiological technologist on a part-time, off
site basis under arrangements as defined in
section 1S61(w)(I), and

"(III) the inpatient care described in clause
(iii) may be provided by a physician's assist-
ant, nurse practitioner. or clinical nurse spe-
cialist subject to the oversight of a physician
who need not be present in the facility: and

"(v) meets the requirements of subpara-
graph (I) of paragraph (2) of section 1861(aa).
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(3) DEEMED TO HAVE ESTABLISUED A PRO-

GRAM—A State that received a grant under
this section on or before December 31. 1995.
and the State of Montana shall be deemed to
have established a program under this sub-
section.

(e) RURAL HEALTh NETWORK DEFINED.—
(1) IN GENERAL—For purposes of this sec-

tion, the term rural health network' means.
with respect to a State. an organization con-
sisting of—

(A) at least I facility that the State has
designated or plans to designate as a critical
access hospital. and

(B) at least I hospital that furnishes
acute care services.

(2) AGREEIENTS.—
(A) IN GENERAL—Each critical access hos-

pital that is a member of a rural health net-
work shall have an agreement with respect
to each item described in subparagraph (B)
with at least I hospital that is a member of
the network.

(B) ITEMS DESCRIBED—The items de-
scribed in this subparagraph are the follow-
ing:

(i) Patient referral and transfer.
(ii) The development and use of commu-

nications systems including (where fea-
sible)—

(I) telemetry systems. and
(II) systems for electronic sharing of pa-

tient data.
(iii) The provision of emergency and non-

emergency transportation among the facil-
ity and the hospital.

(C) CREDENTIALING AND QUALITY ASSUR-
ANCE,—Each critical access hospital that is a
member of a rural health network shall have
an agreement with respect to credentialing
and quality assurance with at least 1—.

(i) hospital that is a member of the net-
work;

"(ii) peer review organization or equiva-
lent entity: or

(iii) other appropriate and qualified en-
tity identified in the State rural health care
plan.

(f) CERTIFICATION BY THE SECRETARY.—
The Secretary shall certify a facility as a
critical access hospital if the facility—

(1) is located in a State that has estab-
lished a medicare rural hospital flexibility
program in accordance with subsection (d):

(2) is designated as a critical access hos-
pital by the State in which it is located: and

(3) meets such other criteria as the Sec-
retary may require.

(g) PERMI'JTING MAINTENANCE OF SWING
BEDS—Nothing in this section shall be con-
strued to prohibit a critical access hospital
from entering into an agreement with the
Secretary under section 1883 to use the beds
designated for inpatient cases pursuant to
subsection (d) (2) (A) (iii) for extended care
services.

(h) GaNTs.—
(1) MEDICARE RURAL HOSPITAL FLEXIBILITY

PROGRAM—The Secretary may award grants
to States that have submitted applications
in accordance with subsection (c) for—

• (A) engaging in activities relating to
planning and implementing a rural health
care plan;

'(B) engaging in activities relating to
planning and implementing rural health net-
works; and

(C) designating facilities as critical ac-
cess hospitals.

(2) Ruai EMERGENCY MEDICAL SERV-
ICES. —

(A) IN GENERAL—The Secretary may
award grants to States that have submitted
applications in accordance with subpara-
graph (B) for the establishment or expansion
of a program for the provision of rural emer-
gency medical services,
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"(B) APPLICATION—An application is in ac-

cordance with this subparagraph if the State
submits to the Secretary at such time and in
such form as the Secretary may require an
application containing the assurances de-
scribed in subparagraphs (A)(ii), (A)(iii). and
(B) of subsection (c)(1) and paragraph (3) of
such subsection.

(i) GRANDFATHERJNG OF CERTAIN FACILI-
TIES.—

(1) IN GENERAL—Any medical assistance
facility operating in Montana and any rural
primary care hospital designated by the Sec-
retary under this section prior to the date of
the enactment of the Rural Health Improve-
ment Act of 1995 shall be deemed to have
been cex-tifled by the Secretary under sub-
section (f) as a critical access hospital if
such facility or hospital is otherwise eligible
to be designated by the State as a critical
access hospital under subsection (d).

(2) CONTINUATION OF MEDICAL ASSISTANCE
FACILITY AND RURAL PRIMARY CARE HOSPITAL
TERMS—Notwithstanding any other provi-
sion of this title, with respect to any medical
assistance facility or rural primary care hos-
pital described in paragraph (1), any ref-
erence in this title to a critical access hos-
pital' shall be deemed to be a reference to a
'medical assistance facility' or 'rural pri-
mary care hospital'.

(J) WAiVER OF CONFLICTING PART A PROVI-
SIONS.—The Secretary is authorized to waive
such provisions of this part and part C as are
necessary to conduct the program estab-
lished under this section.

"(k) AUTHORIZATION OF APPROPRIATIONS,—
There are authorized to be appropriated from
the Federal Hospital Insurance Trust Fund
for making grants to all States under sub-
section (h), $25,000,000 in each of the fiscal
years 1996 through 2000.".

(b) REPORT ON ALTERNATIVE TO 96-HOUR
RULE—Not later than January 1, 1996, the
Administrator of the Health Care Financing
Administration shall submit to the Congress
a report on the feasibility of, and adminis-
trative requirements necessary to establish
an alternative for certain medical diagnoses
(as determined by the Administrator) to the
96-hour limitation for inpatient care in criti-
cal access hospitals required by section
1820(d) (2) (B) (iii)

(c) PART A AMENDMENTS RELATING TO
RtL PRIMARY C HOSPITALS AND CRITI-
CAL ACCESS HOSPrrAIS.—

(1) DEFINiTIONS—Section 1861(mm) (42
U.S.C. 1395x(mm)) is amended to read as fol-
lows:

CRITICAL ACCESS HOSPITAL; CRrI1CAL ACCESS
HOSPITAL SERVICES

"(mm)(1) The term 'critical access hos-
pital' means a facility certified by the Sec-
retary as a critical access hospital under sec-
tion 1820(f).

(2) The term 'inpatient critical access
hospital services' means items and services,
furnished to an inpatient of a critical access
hospital by such facility, that would be inpa-
tient hospital services if furnished to an in-
patient of a hospital by a hospital..

(2) COvERAGE AND PAYMENT.—(A) Section
1812(a) (1) (42 U.S.C. 1395d(a)(1)) is amended by
striking "or inpatient rural primary care
hospital services" and inserting or inpa-
tient critical access hospital services".

(B) Section 1814 (42 U.S.C. 139Sf) is amend-
ed—

(i) on subsection (a)(8)—
(I) by striking 'rural primary care hos-

pital" each place it appears and inserting
'critical access hospital": and

(II) by striking '72" and inserting 96":
(ii) in subsection (b), by striking "other

than a rural primary care hospital providing
inpatient rural primary care hospital serv-
ices," and inserting 'other than a critical
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access hospital providing inpatient critical
access hospital services,"; and

(iii) by amending subsection ( to read as
follows:

(1) PAYMENT FOR INPATIENT CRITICAL AC-
CESS HOSPITAL SERVICES—The amount of
payment under this part for inpatient criti-
cal access hospital services is the reasonable
costs of the critical access hospital in pro-
viding such services:.

(3) TREATMENT OF CRITICAL ACCESS HOS-
PITALS AS PROVIDERS OF SERVICES.—(A) Sec-
tion 1861(u) (42 U.S.C. 1395x(u)) is amended by
striking 'rural primary care hospital" and
inserting "critical access hospital'.

(B) The first sentence of section 1864(a) (42
U.S.C. 1395aa(a)) is amended by striking "a
rural primary care hospital" and inserting
'a critical access hospital".

(4) CONFORMING AMENDMENTS.—(A) Section
1128A(b)(1) (42 U.S.C. 1320a—7a(b)(1)) is amend-
ed by striking rural primary care hospital"
each place it appears and inserting 'critical
access hospital".

(B) Section 1128B(c) (42 U.S.C. 1320a—7b(c))
is amended by striking 'rural primary care
hospital" and inserting critical access hos-
pital'.

(C) Section 1134 (42 U.S.C. 1320b—4) is
amended by striking "rural primary care
hospitals" each place it appears and insert-
ing "critical access hospitals".

(D) Section 1138(a)(1) (42 U.S.C. 1320b—
8(a)(1)) is amended—

(i) in the matter preceding subparagraph
(A), by striking rural primary care hos-
pital" and inserting "critical access hos-
pital': and

(ii) in the matter preceding clause (i) of
subparagraph (A). by striking "rural primary
care hospital" and inserting "critical access
hospital".

(E) Section 1816(c) (2) (C) (42 U.S.C.
1395h(c)(2)(C)) is amended by striking "rural
primary care hospital" and inserting "criti-
cal access hospital".

(F) Section 1833 (42 U.S.C. 13951) is amend-
ed—

(i) in subsection (h)(5)(A)(iii). by striking
"rural primary care hospital" and inserting
"critical access hospital":

(ii) in subsection (i)(1)(A), by striking
'rural primary care hospital" and inserting
"critical access hospital":

(iii) in subsection (i)(3)(A), by striking
"rural primary care hospital services" and
inserting 'critical access hospital services";

(iv) in subsection (l)(5)(A), by striking
"rural primary care hospital" each place it
appears and inserting 'critical access hos-
pital": and

(v) in subsection (l)(5)(B), by striking
"rural primary care hospital" each place it
appears and inserting 'critical access hos-
pital".

(G) Section 1835(c) (42 U.S.C. 1395n(c)) is
amended by striking 'rural primary care
hospital" each place it appears and inserting
"critical access hospital".

(H) Section 1842(b) (6) (A) (ii) (42 U.S.C.
1395u(b)(6)(A)(ii)) is amended by striking
'rural primary care hospital" and inserting
critical access hospital".
(I) Section 1861 (42 U.S.C. 1395x) is amend-

ed—
(i) in the last sentence of subsection (e), by

striking 'rural primary care hospital" and
inserting "critical access hospital":

(ii) in subsection (v) (1) (5) (ii) (III), by strik-
ing "rural primary care hospital" and insert-
ing 'critical access hospital":

(iii) in subsection (w)(1), by striking "rural
primary care hospital" and inserting 'criti-
cal access hospital": and

(iv) in subsection (w)(2), by striking 'rural
primary care hospital' each place it appears
and inserting "critical access hospital".
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(J) Section 1862(a)(14) (42 u.s.c.

1395y(a)(14)) is amended by striking 'rural
primary care hospital each place it appears
and inserting critical access hospital

(K) Section 1866(a)(l) (42 U.S.C l395cc(a)1))
is amended—

(i) in subparagraph (F)(ii). by striking
rural primary care hospitals and inserting
critical access hospitals
(ii) in subparagraph (H). in the matter pre-

ceding clause (i). by striking rural primary
care hospitals and rural primary care hos-
pital services and inserting critical access
hospitals' and critical access hospital serv-
ices, respectively:

(iii) in subparagraph (I). in the matter pre-
ceding clause (i). by striking rural primacy
care hospital and inserting critical access
hospital ; and

(iv) in subparagraph (N)—
(I) in the matter preceding clause (i). by

striking rural primary hospitals and ir-
serting critical access hospitals and

(II) in clause (i). by striking rural pri-
mary care hospital and inserting critical
access hospital.

CL) Section 1866(a)(3) (42 U.S.C 1395cc(a)(3))
is amended—

(i) by striking rural primary care hos-
pital' each place it appears in subparagraphs
(A) and (B) and inserting critical access
hospital': and

(ii) in subparagraph (C)(ii)(II), by striking
rural primary care hospitals' each place it

appears and inserting critical access hos.
pitals'

(M) Section 1867(e) (5) (42 U.S.C.
1395dd(e)(5)) is amended by striking rura
primary care hospital and inserting criti
cal access hospital.

(d) PAYMENT CONTINUED TO DESIGNATED
EACHS,.—Section 1886(d)(5)(D) (42 U.S.C.
1395ww(d)(5)(D)) is amended—

(1) in clause (iii)(III). by inserting as in
effect or designated by the State on January
1. 1996 before the period at the end: and

(2) in clause (v)—
(A) by inserting as in effect or designated

by the State on January 1, 1996" after
1820(i)(1)'; and
(B) by striking 1820(g)' and inserting
1820(e).
(e) PART B AMENDMENTS RELATING TO CRIT-

ICAL ACCESS HOSPITALS.—
(1) COVERAGE.—(A) Section 1861(mm) (42

U.S.C. 1395x(mm)) as amended by subsection
(d)(1). is amended by adding at the end the
following new paragraph:

(3) The term 'outpatient critical access
hospital services means medical and other
health services furnished by a critical access
hospital on an outpatient basis.'.

(B) Section 1832(a)(2)(H) (42 U.S.C.
1395k(a)(2)(H)) is amended by striking rural
primary care hospital services and insert-
ing critical access hospital services".

(2) PAYMENT.—(A) Section 1833(a) (42 U.S.C.
13951(a)) is amended in paragraph (6). by
striking 'outpatient rural primary care hos-
pital services and inserting outpatient
critical access services.

(B) Section 1834(g) (42 U.S.C. 1395m(g)) is
amended to read as follows:

(g) PAYMENT FOR OuTPATIENT CRITICAL
ACCESS HOSPITAL. SERVICES.—

(1) IN GENERAL—The amount of payment
for outpatient critical access hospital serv-
ices provided in a critical access hospital
under this part shall be determined by one of
the 2 following methods, as elected by the
critical access hospital:

(A) REASONABLE COST—The amount of
payment under this part for outpatient criti-
cal access hospital services is the reasonable
costs of the critical access hospital in pro-
viding such Services

(B) ALL-INCLUSIVE RATE—With respect to
both facility services and professional medi-
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cal services, there shall be paid amounts
equal to the costs which are reasonable and
related to the cost of furnishing such serv-
ices or which are based on such other tests of

reasonableness as the Secretary may pre-
scribe in regulations. less the amount the
hospital may charge as described in clause
(i) of section 1866(a) (2) (A), but in no case may

the payment for such services (other than for
items and services described in section
1861(s) (10) (A)) exceed 80 percent of such costs.

The amount of payment shall be determined
under either method without regard to the
amount of the customary or other charge.

(f) SWING BEDS—Section 1883 (42 U.S.C.

1395tt) is amended by adding at the end the
following new subsection:

(g) Nothing in this section shall prohibit

the Secretary from entering into an agree-
ment with a critical access hospital.'.

(g) EFFECTIVE DATE—The amendments
made by this section shall apply to services
furnished on or after January 1. 1996.
SEC. 8504. CLASSIFICATION OF RURAL REFERRAL

CENTERS.
(a) PROHIBITING DENIAL OF REQUEST FOR

RECLASSIFICATION ON BASIS OF COMPARABIL-
ITY OF WAGES.—

(1) IN GENERAL—Section 1886(d)(10)(D) (42
U.S.C. 1395ww(d)(10)(D)) is amended—

(A) by redesignating clause (iii) as clause
(iv); and

(B) by inserting after clause (ii) the follow-
ing new clause:

(iii) Under the guidelines published by the
Secretary under clause (i). in the case of a
hospital which is classified by the Secretary
as a rural referral center under paragraph
(5)(C). the Board may not reject the applica-
tion of the hospital under this paragraph on
the basis of any comparison between the av-
erage hourly wage of the hospital and the av-
erage hourly wage of hospitals in the area in
which it is located.

(2) EFFECTIVE DATE—Notwithstanding sec-
tion 1886(d)(10)(C)(ii) of the Social Security
Act, a hospital may submit an application to
the Medicare Geographic Classification Re-
view Board during the 30-day period begin-
ning on the date of the enactment of this Act
requesting a change in its classification for
purposes of determining the area wage index
applicable to the hospital under section
1886(d)(3)(D) of such Act for fiscal year 1997.
if the hospital would be eligible for such a
change in its classification under the stand-
ards described in section 1886(d)(10)(D) (as
amended by paragraph (1)) but for its failure
to meet the deadline for applications under
section 1886(d) (10) (C) (ii).

(b) CONTINUING TREATMENT OF PREVIOUSLY
DESIGNATED CENTERS—Any hospital classi-
fied as a rural referral center by the Sec-
retary of Health and Human Services under
section 1886(d)(5)(C) of the Social Security
Act for fiscal year 1994 shall be classified as
such a rural referral center for fiscal year
1996 and each subsequent fiscal year.
SEC. 8505. FLOOR ON AREA WACE INDEX.

(a) IN GENERAL—For purposes of section
1886(d)(3)(E) of the Social Security Act for
discharges occurring on or after October 1,
1995, the area wage index applicable under
such section to any hospital which is not lo-
cated in a rural area (as defined in section
1886(d)(2)(D) of such Act) may not be less
than the average of the area wage indices ap-
plicable under such section to hospitals lo-
rated in rural areas in the State in which the
hospital is located.

(b) BUDGET-NEUTRALITY IN IMPLEMENTA-
liON—The Secretary of Health and Human
Services shall make any adjustments re-
cluired under subsection (a) in a manner
which assures that the aggregate payments
made under section 1886(d) of the Social Se-
curity Act in a fiScal year for the operating
costs of inpatient hospital services are not
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greater or less than those which would have
been made in the year without such adjust-
ments.

SEC. 8506. MEDICAL EDUCATION.

(a) STATE AND CONSORTIUM DEMONSTRATION
PROJECTS.—

(1) 1N GENERAL.—
(A) PARTICIPATION OF STATES AND CONSOR-

TIA.—The Secretary shall establish and con-
duct a demonstration project to increase the
number and percentage of medical students
entering primary care practice relative to
those entering nonprimary care practice
under which the Secretary shall make pay-
ments in accordance with paragraph (4)—

(i) to not more than 10 States for the pur-
pose of testing and evaluating mechanisms
to meet the goals described in subsection (b);
and

(ii) to not more than 10 health care train-
ing consortia for the purpose of testing and
evaluating mechanisms to meet such goals.

(B) EXCLUSION OF CONSORTIA IN PAR1TCIPAT-
ING STATES—A consortia may not receive
payments under the demonstration project
under subparagraph (A)(ii) if any of its mem-
bers is located in a State receiving payments
under the project under subparagraph (A)(i).

(2) APPLICATIONS.—
(A) IN GENERAL—Each State and consor-

tium desiring to conduct a demonstration
project under this subsection shall prepare
and submit to the Secretary an application,
at such time, in such manner, and contain-
ing such information as the Secretary may
require to assure that the State or consor-
tium will meet the goals described in sub-
section (b). In the case of an application of a
State. the application shall include—

(i) information demonstrating that the
State has consulted with interested parties
with respect to the project, including State
medical associations. State hospital associa-
tions, and medical schools located in the
State;

(ii) an assurance that no hospital conduct-
ing an approved medical residency training
program in the State will lose more than 10
percent of such hospital's approved medical
residency positions in any year as a result of
the project; and

(iii) an explanation of a plan for evaluating
the impact of the project in the State.

(B) APPROVAL OF APPUCATIONS.—A State or
consortium that submits an application
under subparagraph (A) may begin a dem-
onstration project under this subsection—

(i) upon approval of such application by
the Secretary; or

(ii) at the end of the 60-day period begin-
ning on the date such application is submit-
ted, unless the Secretary denies the applica-
tion during such period.

(C) NOTICE AND COMMENT—A State or con-
sortium shall issue a public notice on the
date it submits an application under sub-
paragraph (A) which contains a general de-
scription of the proposed demonstration
project. Any interested party may comment
on the proposed demonstration project to the
State or consortium or the Secretary during
the 30-day period beginning on the date the
public notice is issued.

(3) SPECIFIC REQUIREMENTS FOR PARTICI-
PANTS.—

(A) REQUIRE1VNTS FOR STATES—Each
State participating in the demonstration
project under this section shall use the pay-
ments provided under paragraph (4) to test
and evaluate either of the following mecha-
nisms to increase the number and percentage
of medical students entering primary care
practice relative to those entering
nonprimary care practice:

(i) USE OF ALTERNATIVE WEIGErING FAC-
TORS.-
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(I) IN GENERAL—The State may make pay-

ments to hospitals in the State for direct
graduate medical education costs in amounts
determined under the methodology provided
under section 1886(h) of the Social Security
Act, except that the State shall apply
weighting factors that are different than the
weighting factors otherwise set forth in sec-
tion 1886(h) (4) (C) of the Social Security Act.

(II) USE OF PAYMENTS FOR PRIMARY CARE
RESIDENTS—In applying different weighting
factors under subclause (I). the State shall
ensure that the amount of payment made to
hospitals for costs attributable to primary
care residents shall be greater than the
amount that would have been paid to hos-
pitals for costs attributable to such residents
if the State had applied the weighting fac-
tors otherwise set forth in section
1886(h) (4) (C) of the Social Security Act.

(ii) PAYMENTS FOR MEDICAL EDUCATION
THROUGH CONSORTIUM—The State may make
payments for graduate medical education
costs through payments to a health care
training consortium (or through any entity
identified by such a consortium as appro-
priate for receiving payments on behalf of
the consortium) that is established in the
State but that is not otherwise participating
in the demonstration project.

(B) REQUIREMENTS FOR CONSORTIUM.—
(i) IN GENERAL—In the case of a consor-

tium participating in the demonstration
project under this section. the Secretary
shall make payments for graduate medical
education costs through a health care train-
ing consortium whose members provide med-
ical residency training (or through any en-
tity identified by such a consortium as ap-
propriate for receiving payments on behalf of
the consortium).

(ii) USE OF PAYMENTS.—
(I) IN GENERAL—Each consortium receiv-

ing payments under clause (i) shall use such
funds to conduct activities which test and
evaluate mechanisms to increase the number
and percentage of medical students entering
primary care practice relative to those en-
tering nonprimary care practice. and may
use such funds for the operation of the con-
sortium.

(II) PAYMENTS TO PARTICIPATING PRO-
GRAMS—The consortium shall ensure that
the majority of the payments received under
clause (i) are directed to consortium mem-
bers for primary care residency programs.
and shall designate for each resident as-
signed to the consortium a hospital operat-
ing an approved medical residency training
program for purposes of enabling the Sec-
retary to calculate the consortium's pay-
ment amount under the project. Such hos-
pital shall be the hospital where the resident
receives the majority of the resident's hos-
pital-based. nonambulatory training experi-
ence.

(4) ALLOCATION OF PORTION OF MEDKARE
GME PAYMENTS FOR ACTIVITIES UNDER
PROJECT—Notwithstanding any provision of
title XVIII of the Social Security Act, the
following rules apply with respect to each
State and each health care training consor-
tium participating in the demonstration
project established under this subsection
during a year:

(A) In the case of a State—
(i) the Secretary shall reduce the amount

of each payment made to hospitals in the
State during the year for direct graduate
medical education costs under section 1886(h)
of the Social Security Act by 3 percent: and

(ii) the Secretary shall pay the State an
amount equal to the Secretary's estimate of
the sum of the reductions made during the
year under clause (i) (as adjusted by the Sec-
retary in subsequent years for over- or
under-estimations in the amount estimated
under this subparagraph in previous years).

(B) In the case of a consortium—
(i) the Secretary shall reduce the amount

of each payment made to hospitals who are
members of the consortium during the year
for direct graduate medical education costs
under section 1886(h) of the Social Security
Act by 3 percent; and

(ii) the Secretary shall pay the consortium
an amount equal to the Secretary's estimate
of the sum of the reductions made during the
year under clause (i) (as adjusted by the Sec-
retary in subsequent years for over- or
under-estimations in the amount estimated
under this subparagraph in previous years).

(5) DURATION—A demonstration project
under this subsection shall be conducted for
a period not to exceed 5 years. The Secretary
may terminate a project if the Secretary de-
termines that the State or consortium con-
ducting the project is not in substantial
compliance with the terms of the application
approved by the Secretary.

(6) EVALUATIONS AND REPORTS.—
(A) EVALUATIONS—Each State or consor-

tium participating in the demonstration
project shall submit to the Secretary a final
evaluation within 360 days of the termi-
nation of the State or consortium's partici-
pation and such interim evaluations as the
Secretary may require.

(B) REPORrS TO CONGRESS—Not later than
360 days after the first demonstration project
under this section begins, and annually
thereafter for each year in which such a
project is conducted, the Secretary shall sub-
mit a report to Congress which evaluates the
effectiveness of the State and consortium ac-
tivities conducted under such projects and
includes any legislative recommendations
determined appropriate by the Secretary.

(7) MAINTENANCE OF EFFORT—Any funds
available for the activities covered by a dem-
onstration project under this section shall
supplement. and shall not supplant, funds
that are expended for similar purposes under
any State, regional, or local program.

(b) GOALS FOR PROJECTS—The goals re-
ferred to in this subsection for a State or
consortium participating in the demonstra-
tion project under this section are as follows:

(1) The training of an equal number of phy-
sician and nonphysician primary care provid-
ers.

(2) The recruiting of residents for graduate
medical education training programs who re-
ceived a portion of undergraduate training in
a rural area.

(3) The allocation of not less than 50 per-
cent of the training spent in a graduate med-
ical residency training program at sites at
which acute care inpatient hospital services
are not furnished.

(4) The rotation of residents in approved
medical residency training programs among
practices that serve residents of rural areas.

(5) The development of a plan under which.
after a 5-year transition period, not less than
50 percent of the residents who begin an ini-
tial residency period in an approwd medical
residency training program shall be primary
care residents.

(c) DEflNITIONS.—In this section:
(1) APPROVED MEDICAL RESIDENCY TRAINING

PROGRAM—The term approved medical resi-
dency training program" has the meaning
given such term in section 1886(h) (5) (A) of
the Social Security Act.

(2) HEALTh CARE TRAINING CONSORTIUM.—
The term "health care training consortium'
means a State. regional, or local entity con-
sisting of at least one of each of the follow-
ing:

(A) A hospital operating an approved medi-
cal residency training program at which resi-
dents receive training at ambulatory train-
ing sites located in rural areas.

(B) A school of medicine or osteopathic
medicine.
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(C) A school of allied health or a program

for the training of physician assistants (as
such ternis are defined in section 799 of the
Public Health Service Act).

(D) A school of nursing (as defined in sec-
tion 853 of the Public Health Service Act).

(3) PRIMARY CARE—The term primary
care' means family practice, general inter-
nal medicine, general pediatrics, and obstet-
rics and gynecology.

(4) RESIDENT—The term 'resident" has the
meaning given such term in section
1886(h) (5) (H) of the Social Security Act.

(5) RURAL AREA—The term rural area"
has the meaning given such term in section
1886(d) (2) (D) of the Social Security Act.

Subpart B—Rural Physicians and Other
Providers

SEC. 8511. PROVIDER INCENTIVES.

(a) ADDITIONAL PAYMENTS UNDER MEDICARE
FOR PEwSICIAi.S SERVICES FURNISHED IN
SHORTAGE AREAS.—

(1) INCREASE IN AMOUNT OF ADDITIONAL PAY-
MENT—Section 1833(m) (42 U.S.C. 13951(m)) is
amended by striking 10 percent" and insert-
ing '20 percent'.

(2) RESTRICTION TO PRIMARY CARE SERV-
ICES—Section 1833(m) (42 U.S.C. 13951(m)) is
amended by inserting after physicians'
services" the following: 'consisting of pri-
mary care services (as defined in section
1842(i) (4))'.

(3) EXTENSION OF PAYMENT FOR FORMER
SHORTAGE AREAS.—

(A) IN GENERAL—Section 1833(m) (42 U.S.C.
13951(m)) is amended by striking area," and
inserting area (or, in the case of an area for
which the designation as a health profes-
sional shortage area under such section is
withdrawn, in the case of physicians' serv-
ices furnished to such an individual during
the 3-year period beginning on the effective
date of the withdrawal of such designa-
tion),'.

(B) EFFECTIVE DATE—The amendment
made by subparagraph (A) shall apply to
physicians services furnished in an area for
which the designation as a health profes-
sional shortage area under section
332(a)(1)(A) of the Public Health Service Act
is withdrawn on or after January 1, 1996.

(4) REQUIRING CARmERS TO REPORT ON SERV-
ICES PROVIDED—Section 1842(b)(3) (42 U.S.C.
1395u(b)(3)) is amended—

(A) by striking and" at the end of sub-
paragraph (I); and

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

(J) will provide information to the Sec-
retary not later than 30 days after the end of
the contract year on the types of providers
to whom the carrier made additional pay-
ments during the year for certain physicians
services pursuant to section 1833(m). to-
gether with a description of the services fur-
nished by such providers during the year;
and

(5) STUDY.—
(A) IN GENERAL—The Secretary of Health

and Human Services shall conduct a study
analyzing the effectiveness of the provision
of additional payments under part B of the
medicare program for physicians services
provided in health professional shortage
areas in recruiting and retaining physicians
to provide services in such areas.

(B) REPORT—Not later than 1 year after
the date of the enactment of this Act, the
Secretary shall submit to Congress a report
on the study conducted under subparagraph
(A), and shall include in the report such rec-
ommendations as the Secretary considers ap-
propriate.

(6) EFFECTIVE DATE—The amendments
made by paragraphs (1), (2), and (4) shall
apply to physicians services furnished on or
after January 1. 1996.
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(b) DEVELOPMENT OF MODEL STATE SCOPE

OF PRACTICE LAW.—
(1) IN GENERAL—The Secretary of Health

and Human Services shall develop and pub-
lish a model law that may be adopted by
States to increase the access of individuals
residing in underserved rural areas to health
care services by expanding the services
which non-physician health care proes-
sionals may provide in such areas.

(2) DEADLINE—The Secretary shall pub]ish
the model law developed under paragraph (1)
not later than 1 year after the date of the n-
actment of this Act.
SEC 8512. NATIONAL HEALTH SERVICE CORPS

LOAN REPAYMENTS EXCLUDED
FROM GROSS INCOME.

(a) IN GENERAL.—Part III of subchapter B
of chapter 1 of the Internal Revenue Code of
1986 (relating to items specifically excluded
from gross income) is amended by redesg-
nating section 137 as section 138 and by in.
serting after section 136 the following nw
section:
'SEC. 137. NATIONAL HEALTH SERVICE CORPS

LOAN REPAYMENTS.
(a) GENERAL RULE—Gross income shell

not include any qualified loan repayment.
(b) QUALIFIED LOAN REPAYMENT—For

purposes of this section. the term qualified
loan repayment means any payment made
on behalf of the taxpayer by the Nation3l
Health Service Corps Loan Repayment Pro-
gram under section 338B(g) of the Public
Health Service Act.".

(b) CONFORMING AMENDMENT—Paragraph
(3) of section 338B(g) of the Public Health
Service Act is amended by striking Federal.
State. or local and inserting State or
local'.

(c) CLERICAL A? ENJDIENT.—The table f
sections for part III of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1986 is
amended by striking the item relating to
section 137 and inserting the following:

'Sec. 137. National Health Service Corps
loan repayments.

Sec. 138. Cross references to other Acts.
(d) EFFECTIVE DATE—The amendments

made by this section shall apply to payments
made under section 338B(g) of the Public
Health Service Act after the date of the en-
actment of this Act.
SEC. 8513. TELEMEDICINE PAYMENT METH000L.

OGY.

The Secretary of Health and Human Serv-
ices shall establish a methodology for mak-
ing payments under part B of the medicare
program for telemedicine services furnished
on an emergency basis to individuals resid-
ing in an area designated as a health profes-
sional shortage area (under section 332(a) of
the Public Health Service Act).
SEC. 8514. DEMONSTRATION PROJECT TO IN-

CREASE CHOICE IN RURAL AREAS.
The Secretary of Health and Human Serv-

ices (acting through the Administrator of
the Health Care Financing Administration)
shall conduct a demonstration project to as-
sess the advantages and disadvantages of re-
quiring Medicare Choice organizations under
part C of title XVIII of the Social Security
Act (as added by section 8002(a)) to market
Medicare Choice products in certain under-
served areas which are near the standard
service area for such products.

PART 2—MEDICARE SUBVENTION
SEC. 8521. MEDICARE PROGRAM PAYMENTS FOR

HEALTH CARE SERVICES PROVIDED
IN THE MILITARY HEALTH SERVICES
SYSTEM.

(a) PAYMENTS UNDER MEDICARE RISK CON-
TRACTS PROGRAM.—

(1) CURRENT PROGRAM—Section 1876 (42
U.S.C. 1395mm) is amended by adding at the
end the following new subsection:

(k) Notwithstanding any other provision
of this section. a managed health care plan
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established by the Secretary of Defense
under chapter 55 of title 10. United States
Code, shall be considered an eligible organi-
zation under this section, and the Secretary
shall make payments to such a managed
health care plan during a year on behalf of
any individuals entitled to benefits under
this title who are enrolled in such a managed
health care plan during the year. Such pay-
ments shall be equal to 30 percent of the
amount otherwise paid to other eligible or-
ganizations under this section, and shall be
made under similar terms and conditions
under which the Secretary makes payments
to other eligible organizations with risk
sharing contracts under this section..

(2) MEDICARE CHOICE PROGRAM—Section
1855. as inserted by section 8002(a), by adding
at the end the following new subsection:

(h) PAYMENTS TO MILITARY PROGRAM.—
Notwithstanding any other provision of this
section. a managed health care plan estab-
lished by the Secretary of Defense under
chapter 55 of title 10. United States Code.
shall be considered a Medicare Choice orga-
nization under this part, and the Secretary
shall make payments to such a managed
health care plan during a year on behalf of
any individuals entitled to benefits under
this title who are enrolled in such a managed
health care plan during the year. Such pay-
ments shall be equal to 30 percent of the
amount otherwise paid to other Medicare
Choice organizations under this section. and
shall be made under similar terms and condi-
tions under which the Secretary makes pay-
ments to other Medicare Choice organiza-
tions with contracts in effect under this
part.'.

(b) TEMPORARY PROVISION FOR WAIVER OF
PART B PREMIUM PENALTY—Section 1839 (42
U.S.C. 1395r) is amended by adding at the end
the following new subsection:

(h) The premium increase required by
subsection (b) shall not apply with respect to
a person who is enrolled with a managed care
plan that is established by the Secretary of
Defense under chapter 55 of title 10. United
States Code, and is recognized as an eligible
organization pursuant to section 1855(h) or
section 1876(k), if such person first enrolled
in such plan prior to January 1. 1998.".

(c) PAYMENTS UNDER PART A OF MEDI-
CARE—Section 1814(c) (42 U.S.C. 1395f(c)) is
amended—

(1) by redesignating the current matter as
paragraph (1): and

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

(2) Paragraph (1) shall not apply to serv-
ices provided by facilities of the uniformed
services pursuant to chapter 55 of title 10,
United States Code, and subject to the provi-
sions of section 1095 of such title. With re-
spect to such services, payments under this
title shall be made without regard to wheth-
er the beneficiary under this title has paid
the deductible and copayments amounts gen-
erally required by this title.'.

(d) PAYMENTS UNDER PART B OF MEDI-
CARE—Section 1835(d) (42 U.S.C. 1395n(d)) is
amended—

(1) by redesignating the current matter as
paragraph (1): and

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

(2) Paragraph (1) shall not apply to serv-
ices provided by facilities of the uniformed
services pursuant to chapter 55 of title 10.
United States Code, and subject to the provi-
sions of section 1095 of such title. With re-
spect to such services, payments under this
title shall be made without regard to wheth-
er the beneficiary under this title has paid
the deductible and copayments amounts gen-
erally required by this title.".

(e) CONFORMING AMENDMENTS TO THE THIRD
PARTY COLLECTION PROCRAM FOR MILITARY
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MEDICAL FACILITIES—(1) Section 1095(d) of
title 10, United States Code. is amended—

(A) by striking 'XVIII or'; and
(B) by striking '1395' and inserting '1396".
(2) Section 1095(h)(2) of such title is amend-

ed by inserting after "includes" the follow-
ing: plans administered under title XVI1I of
the Social Security Act (42 U.S.C. 1395 et
seq.).".

(1) EFFECTIVE DATE—The amendments
made by this section shall take effect at the
end of the 30-day period beginning on the
date of the enactment of this Act.

Subtitle G—Other Provisions
SEC. 8601. EXTENSION AND EXPANSION OF EXIST.

ING SECONDARY PAYER REQUIRE-
MENTS.

(a) DATA MATCH.—
(1) Section 1862(b)(5)(C) (42 U.S.C.

1395y(b)(5)(C)) is amended by striking clause
(iii).

(2) Section 6103(l)(12) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraph (F).

(b) APPLICATION TO DISABLED INDIVIDUALS
IN LARGE GROuP HEALTh PLANS.—

(1) IN GENERAL—Section 1862(b)(1)(B) (42
U.S.C. 1395y(b)(1)(B)) is amended—

(A) in clause (i). by striking 'clause (iv)'
and inserting clause (iii)".

(B) by striking clause (iii). and
(C) by redesignating clause (iv) as clause

(iii).
(2) CONFORMING AMENDMENTS—Paragraphs

(1) through (3) of section 1837(i) (42 U.S.C.
1395p(i)) and the second sentence of section
1839(b) (42 U.S.C. 1395r(b)) are each amended
by striking 1862(b)(1)(B)(iv)'' each place it
appears and inserting '1862(b) (1) (B) (iii)".

(c) EXPANSION OF PERIOD OF APPLICATION
TO INDIVIDUALS WITH END STAGE RENAL DIS-
EASE—Section 1862(b) (1)(C) (42 U.S.C.
1395y(b)(1)(C)) is amended—

(1) in the first sentence, by striking '12.
month" each place it appears and inserting
24.month. and
(2) by striking the second sentence.

SEC. 8602. REPEAL OF MEDICARE AND MEDICAID
COVERAGE DATA BANK.

(a) IN GENERAL—Section 1144 (42 U.S.C.
1320b—14) is repealed.

(b) CONFORMING AMENDMENTS.—
(1) MEDICARE—Section 1862(b)(5) (42 U.S.C.

1395y(b)(5)) is amended—
(A) in subparagraph (B). by striking

'under—" and all that follows through the
end and inserting "subparagraph (A) for pur-
poses of carrying Out this subsection.", and

(B) in subparagraph (C)(i). by striking
subparagraph (B)(i)' and inserting 'sub-

paragraph (B).
(2) MEDICAID—Section 1902(a)(25)(A)(i) (42

U.S.C. 1396a(a)(25)(A)(i)) is amended by strik-
ing 'including the use of' and all that fol-
lows through 'any additional measures'.

(3) ERISA.—Section 101(1) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1021(1)) is repealed.

(4) DATA MATCHES—Section 552a(a) (8) (B) of
title 5. United States Code, is amended—

(A) by adding or' at the end of clause
(v).

(B) by striking 'or" at the end of clause
(vi). and

(C) by striking clause (vii).
SEC. 8603. CLARIFICATION OF MEDICARE COV-

ERAGE OF ITEMS AND SERVICES AS.
SOCIATED WITH CERTAIN MEDICAL
DEVICES APPROVED FOR INVES-
TIGATIONAL USE.

(a) COVERAGE—Nothing in title XVIII of
the Social Security Act may be construed to
prohibit coverage under part A or part B of
the medicare program of items and services
associated with the use of a medical device
in the furnishing of inpatient hospital serv-
ices (as defined for purposes of part A of the
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medicare program) solely on the grounds
that the device is not an approved device,
if—

(1) the device is an investigational device;
and

(2) the device is used instead of an ap-
proved device.

(b) CLARIFICATION OF PAY?NT AMOUNT.-—
Notwithstanding any other provision of title
XVIII of the Social Security Act, the amount
of payment made under the medicare pro-
gram for any item or service associated with
the use of an investigational device in the
furnishing of inpatient hospital services (as
defined for purposes of part A of the medi-
care program) may not exceed the amount of
the payment which would have been made
under the program for the item or service if
the item or service were associated with the
use of an approved device.

(c) DEFINTrIONs,—In this section—
(1) the term approved device' means a

medical device which has been approved for
marketing under pre-market approval under
the Federal Food, Drug, and Cosmetic Act or
cleared for marketing under a 510(k) notice
under such Act; and

(2) the term 'investigational device
means a medical device (other than a device
described in paragraph (1)) which is approved
for investigational use under section 520(g) of
the Federal Food, Drug, and Cosmetic Act.
SEC. 8604. ADDITIONAL EXCLUSION FROM COV-

ERAGE.
(a) IN GENERAL—Section 1862(a) (42 U.S.C.

1395y(a)) is amended'—
(1) by striking' or' at the end of paragraph

(14),
(2) by striking the period at the end of

paragraph (15) and inserting '; or", and
(3) by inserting after paragraph (15) the fol-

lowing new paragraph:
'(16) where such expenses are for items or

services, or to assist in the purchase, in
whole or in part, of health benefit coverage
that includes items or services, for the pur-
pose of causing, or assisting in causing, the
death, suicide, euthanasia, or mercy killing
of a person.".

(b) EFFECTiVE DATE—The amendments
made by subsection (a) shall apply to pay-
ment for items and services furnished on or
after the date of the enactment of this Act.
SEC. 8605. EXTENDING MEDICARE COVERAGE OF.

AND APPLICATION OF HOSPITAL IN-
SURANCE TAX TO, ALL STATE AND
LOCAL GOVERNMENT EMpLOYE:es.

(a) IN GENERAL.—
(1) APPUCATION OF HOSPITAL INSURANCE

TAX—Section 3121(u) (2) of the Internal Reve-
nue Code of 1986 is amended by striking sub-
paragraphs (C) and (D).

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

(3) EFFECTIVE DATE—The amendments
made by this subsection shall apply to serv-
ices performed after December 31, 1996.

(b) TRANSITION IN BENEnTS FOR STATE AND
LOCAL GOVERNMENT EMPLOYEES AND FORMER
EMPLOYEES.—

(1) IN GENERAL.—
(A) EMPLOYEES NEWLY SUBJECT TO TAX.—

For purposes of sections 226, 226A, and 1811 of
the Social Security Act, in the case of any
individual who performs services during the
calendar quarter beginning January 1, 1997.
the wages for which are subject to the tax
imposed by section 3101(b) of the Ini:ernal
Revenue Code of 1986 only because of the
amendment made by subsection (a). the indi-
vidual's medicare qualified State or local
government employment (as defined in sub-
paragraph (B)) performed before January 1,
1997. shall be considered to be 'employment"
(as defined for purposes of title II ol such
Act), but only for purposes of providing the
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individual (or another person) with entitle-
ment to hospital insurance benefits under
part A of title XV1II of such Act for months
beginning with January 1997.

(B) MEDICARE QUALIFIED STATE OR LOCAL
GOVERNMENT EMPLOYMENT DEFINED—In this
paragraph. the term medicare qualified
State or local government employment
means medicare qualified government em-
ployment described in section 210(p)(1)(B) of
the Social Security Act (determined without
regard to section 210(p)(3) of such Act, as in
effect before its repeal under subsection
(a)(2)).

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

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

(B) the additional administrative expenses
resulting or expected to result therefrom,
and

(C) any loss in interest to such Trust Fund
resulting from the payment of those
amounts, in order to place such Trust Fund
in the same position at the end of such fiscal
year as it would have been in if this sub-
section had not been enacted.

(3) INF0RM/vrION TO INDIVIDUALS WHO ARE
PROSPECTIVE MEDICARE BENEFICIARIES BASED
ON STATE AND LOCAL GOVERNMENT Er'LOY-
MENT.—Section 226(g) of the Social Security
Act (42 U.S.C. 426(g)) is amended—

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

(B) by inserting '(1)" after "(g)", and
(C) by adding at the end the following new

paragraph:
(2) The Secretary, in consultation with

State and local governments, shall provide
procedures designed to assure that individ-
uals who perform medicare qualified govern-
ment employment by virtue of service de-
scribed in section 210(a)(7) are fully informed
with respect to (A) their eligibility or poten-
tial eligibility for hospital insurance bene-
fits (based on such employment) under part
A of title XVIII, (B) the requirements for,
and conditions of. such eligibility, and (C)
the necessity of timely application as a con-
dition of becoming entitled under subsection
(b)(2)(C). giving particular attention to indi-
viduals who apply for an annuity or retire-
ment benefit and whose eligibility for such
annuity or retirement benefit is based on a
disability."

(c) TECHNICAL AMENDMENTS.—
(I) Subparagraph (A) of section 3121(u)(2) of

the Internal Revenue Code of 1986 is amended
by striking "subparagraphs (B) and (C)," and
inserting "subparagraph (B),".

(2) Subparagraph (B) of section 2lO(p)(l) of
the Social Security Act (42 U.S.C. 410(p) (1)) is
amended by striking "paragraphs (2) and
(3)." and inserting 'paragraph (2).'

(3) Section 218 of the Social Security Act
(42 U.S.C. 418) is amended by striking sub-
section (n).

(4) The amendments made by this sub-
section shall apply after December 31, 1996.

ESTABLISHMENT OF COMMISSION TO
PREPARE FOR THE 21ST CENTURY

SEC. 7161. ESTABLISHMENT.
(a) ESTABLISHMENT—There is established a

commission to be known as the Medicare
Commission To Prepare For The 21st Cen-
tury (hereafter in this Act referred to as the
'Commission').

(b) MEMBERSHIP.—
(1) IN GENERAL—The Commission shall be

composed of 7 members appointed by the
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President and confirmed by the Senate. Not
more than 4 members selected by the Presi-
dent shall be members of the same political
party.

(2) EXpERTISE—The membership of the
Commission shall include individuals with
national recognition for their expertise on
health matters.

(3) DATE—The appointments of the mem-
bers of the Commission shall be made no
later than December 31, 1995.

(c) PERIOD OF APPOINTMENT; VACANC1ES.—
Members shall be appointed for the life of
the Commission. Any vacancy in the Com.
mission shall not affect its powers. but shall
be filled in the same manner as the original
appointment.

(d) INITIAL MEETING—No later than 30 days
after the date on which all members of the
Commission have been appointed, the Com-
mission shall hold its first meeting.

(e) MEETINGS—The Commission shall meet
at the call of the Chairman.

(f) QUORUM—A majority of the members of
the Commission shall constitute a quorum.
but a lesser number of members may hold
hearings.

(g) CHAIRPERSON—The President shall des-
ignate one person as Chairperson from
among its members.
SEC. 7162. DUTIES OF THE COMMISSION.

(a) ANALYSES AND RECOMMENDATIONS. —
(1) IN GENERAL—The Commission is

charged with long-term strategic planning
(for years after 2010) for the medicare pro-
gram. The Commission shall—

(A) review long-term problems and oppor-
tunities facing the medicare program within
the context of the overall health care sys-
tem. including an analysis of the long-term
financial condition of the medicare trust
funds;

(B) analyze potential measures to assure
continued adequacy of financing of the med i-
care program within the context of com-
prehensive health care reform and to guaran-
tee medicare beneficiaries affordable and
high quality health care services that takes
into account—

(i) the health needs and financial status of
senior citizens and the disabled.

(ii) overall trends in national health care
costs.

(iii) the number of Americans without
health insurance,

(iv) the impact of its recommendations on
the private sector and on the medicaid pro-
gram;

(C) consider a range of program improve-
ments, including measures to—

(i) reduce waste, fraud, and abuse,
(ii) improve program efficiency.
(iii) improve quality of care and access,

and
(iv) examine ways to improve access to

preventive care and primary care services,
(v) improve beneficiary cost consciousness,

including an analysis of proposals that would
structure medicare from a defined benefits
program to a defined contribution program
and other means, and

(vi) measures to maintain a medicare bene-
ficiarys ability to select a health care pro-
vider of the beneficiary's choice:

(D) prepare findings on the impact of all
proposals on senior citizens out-of-pocket
health care costs and on any special consid-
erations that should be made for seniors that
live in rural areas and inner cities;

(E) recognize the uncertainties of long
range estimates; and

(F) provide appropriate recommendations
to the Secretary of Health and Human Serv-
ices. the President, and the Congress.

(2) DEFINTrJON OF MEDICARE TRUST FUNDS.—
For purposes of this subsection, the term
"medicare trust funds' means the Federal
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Hospital Insurance Trust Fund established
under section 1817 of the Social Security Act
(42 U.S.C. 1395i) and the Federal Supple.
mentary Medical Insurance Trust Fund es-
tablished under section 1941 of such Act (42
U.S.C. 1395t).

(b) REPORT—The Commission shall submit
its report to the President and the Congress
not later than July 31 1996.
SEC. 7163. POWERS OF THE COMMISSION.

(a) HEARINCS.—The Commission may hold
such hearing, sit and act at such times and
places. take such testimony. and receive
such evidence as the Commission considers
advisable to carry Out the purposes of this
Act.

(b) INFORMATiON FROM FEDERAL ACEN-
dES—The Commission may secure directly
from any Federal department or agency such
information as the Commission considers
necessary to carry Out the provisions of this
Act. Upon request of the Chairman of the
Commission, the head of such department or
agency shall furnish such information to the
Commission.

(c) POSTAL SERviCES—The Commission
may use the United States mails in the same
manner and under the same conditions as
other departments and agencies of the Fed-
eral Government.
SEC. 7164. COMMISSION PERSONNEL MATFERS.

(a) COMPENSATION OF MEMBERS.—
(1) OFFICERS AND EMPLOYEES OF THE FEI>

ERAL COVERNMENT.—ALI members of the
Commission who are officers or employees of
the Federal Government shall serve without
compensation in addition to that received
for their services as officers or employees of
the United States.

(2) PRIVATE CmZENS OF THE UNITED
STATES.—

(A) IN CEt'ERAL.—Subject to subparagraph
(B). all members of the Commission who are
not officers or employees of the Federal Gov-
ernment shall serve without compensation
for their work on the Commission.

(B) TRAVEL EXPENSES—The members of
the Commission who are not officers or em-
ployees of the Federal Government shall be
allowed travel expenses, including per diem
in lieu of subsistence, at rates authorized for
employees of agencies under subchapter I of
chapter 57 of title 5, United States Code.
while away from their homes or regular
places of business in the performance of serv-
ices for the Commission, to the extent funds
are available therefor.

(b) STAFF.—
(1) IN CENERAL. —The Chairman of the Com-

mission may. without regard to the civil
service laws and regulations. appoint and
terminate an executive director and such
other additional personnel as may be nec-
essary to enable the Commission to perform
its duties. At the request of the Chairman.
the Secretary of Health and Human Services
shall provide the Commission with any nec-
essary administrative and support services.
The employment of an executive director
shall be subject to confirmation by the Com-
mission.

(2) COMPENSATION—The Chairman of the
Commission may fix the compensation of the
executive director and other personnel with-
out regard to the provisions of chapter SI and
subchapter III of chapter 53 of title S. United
States Code, relating to classification of po-
sitions and General Schedule pay rates, ex-
cept that the rate of pay for the executive di-
rector and other personnel may not exceed
the rate payable for level V of the Executive
Schedule under section 5316 of such title.

(c) DET.iL OF GOVERNMENT EMLOYEES.—
Any Federal Government employee may be
detailed to the Commission without reim-
bursement, and such detail shall be without
interruption or loss of civil service status or
privilege.
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(d) PROCUREMENT OF TEMPORARY AM)

INTEjnTmrr SERviCES—The Chairman of
the Commission may procure temporary and
intermittent services under section 3109(b) of
title 5. United States Code, at rates for indi-
viduals which do not exceed the daily equiva-
lent of the annual rate of basic pay pre-
scribed for level V of the Executive Schedule
under section 5316 of such title.
SEC. 7165. TERMINATION OF THE COMMISSION.

The Commission shall terminate 30 days
after the date on which the Commission sub-
mits its report under section 7702(b).
SEC. 7166. FUNDINC FOR THE COMMISSION.

Any expenses of the Commission shall be
paid from such funds as may be otherwise
available to the Secretary of Health and
Human Services.

TITLE IX—WELFARE REFORM
SEC. 9000. AMENDMENT OF THE SOCIAL SECU-

RITY ACT.
Except as otherwise expressly provided.

wherever in this title an amendment or re-
peal is expressed in terms of an amendment
to. or repeal of. a section or other provision.
the reference shall be considered to be made
to a section or other provision of the Social
Security Act.

Subtitle A—Temporary Employment
Assistance

SEC. 9101. STATE PLAN.
(a) IN GENERAL—Title IV (42 U.S.C. 601 et

seq.) is amended by striking part A and in-
serting the following:

"PART A—TEMPORARY EMPLOYMENT
ASSISTANCE

SEC. 400. APPROPRIATION.
-. For the purpose of providing assistance to

families with needy children and assisting
parents of children in such families to obtain
and retain private sector work to the extent
possible, and public sector or volunteer work
if necessary, through the Work First Em-
ployment Block Grant program (hereafter in
this title referred to as the Work First pro-
gram). there is hereby authorized to be ap-
propriated. and is hereby appropriated, for
each fiscal year a sum sufficient to carry Out
the purposes of this part. The sums made
available under this section shall be used for
making payments to States which have ap-
proved State plans for temporary employ-
ment assistance.

"Subpart 1—State Plans for Temporary
Employment Assistance

'SEC. 401. ELEMENTS OF STATE PLANS.
'A State plan for temporary employment

assistance shall provide a description of the
State program which carries Out the purpose
described in section 400 and shall meet the
requirements of the following sections of
this subpart.
'SEC. 402. FAMILY ELIGIBILITY FOR TEMPORARY

EMPLOYMENT ASSISTANCE.
(a) IN GENERAL—The State plan shall

provide that any family—
(1) with 1 or more children (or any expect-

ant family. at the option of the State), de-
fined as needy by the State: and

(2) which fulfills the conditions set forth
in subsection (b),
shall be eligible for cash assistance under the
plan, except as otherwise provided under this
part.

(b) INDIVrnUAL RESPONSIBILITY PLAN.—
The State plan shall provide that not later
than 30 days after the approval of the appli-
c:ation for temporary employment assist-
ance, a parent qualifying for assistance shall
cxecute an individual responsibility plan as
c.escribed in section 403. If a child otherwise
eligible for assistance under this part is re-
siding with a relative other than a parent.
the State plan may require the relative to
execute such a plan as a condition of the
family receiving such assistance.
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(c) LIMITATIONS ON ELICIBILrrY.—
(1) LENCTH OF TIME.—
(A) IN CENERAL.—Except as provided in

subparagraphs (B). (C). (D). and (E). the
State plan shall provide that the family of
an individual who, after attaining age 18
years (or age 19 years. at the option of the
State). has received assistance under the
plan for 60 months, shall no longer be eligi-
ble for cash assistance under the plan.

(B) HARDSHIP EXCEPTION—With respect to
any family. the State plan shall not include
in the determination of the 60-month period
under subparagraph (A) any month in
which—

'(i) at the option of the State. the family
includes an individual working 20 hours per
week (or more, at the option of the State);

'(ii) the family resides in an area with an
unemployment rate exceeding 8 percent: or

"(iii) the family is experiencing other spe-
cial hardship circumstances which make it
appropriate for the State to provide an ex-
emption for such month, except that the
total number of exemptions under this
clause for any month shall not exceed 15 per-
cent of the number of families to which the
State is providing assistance under the plan.

-, (C) EXCEFflON FOR TEEN PARENTS—With
respect to any family. the State plan shall
not include in the determination of the 60-
month period under subparagraph (A) any
month in which the parent—

'(i) is under age 18 (or age 19. at the option
of the State); and

(ii) is making satisfactory progress while
attending high school or an alternative tech-
nical preparation school.

"CD) EXCEPTION FOR INDIVrnUALS EXEMPT
FROM WORK REQIJ]REMENTS.—With respect to
any family. the State plan shall not include
in the determination of the 60-month period
under subparagraph (A) any month in which
I or each of the parents—.

'(i) is seriously ill, incapacitated, or of ad-
vanced age;

(ii) (I) except for a child described in
subclause (II), is responsible for a child under
age 1 year (or age 6 months, at the option of
the State), or

- (II) in the case of a 2nd or subsequent
child born during such period, is responsible
for a child under age 3 months:

(iii) is pregnant in the 3rd trimester: or
"(iv) is caring for a family member who is

ill or incapacitated.
- (E) EXCEP-nON FOR CHILr-ONLY CASES.—

With respect to any child who has not at-
tained age 18 (or age 19. at the option of the
State) and who is eligible for assistance
under this part, but not as a member of a
family otherwise eligible for assistance
under this part (determined without regard
to this paragraph). the State plan shall not
include in the determination of the 60-month
period under subparagraph (A) any month in
which such child has not attained such age.

-

- (F) OThER PROGRAM ELICIBILITY.—The
State plan shall provide that if a family is no
longer eligible for cash assistance under the
plan due to the imposition of the 60-month
period under subparagraph (A) or due to the
imposition of a penalty under subparagraph
(A) (ii) or (B) (ii) of section 403(e) (I)—

(i) for purposes of determining eligibility
for any other Federal or federally assisted
program based on need, such family shall
continue to be considered eligible for such
cash assistance;

(ii) for purposes of determining the
amount of assistance under any other Fed-
eral or federally assisted program based on
need, such family shall continue to be con-
sidered receiving such cash assistance; and

(iii) the State may. at the option of the
State. after having assessed the needs of the
child or children of the family. provide for
such needs with a voucher for such family—
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(I) determined on the same basis as the

State would provide assistance under the
State plan to such a family with 1 less indi-
vidual.

(II) designed appropriately to pay third
parties for shelter, goods. and services re-
ceived by the child or children, and

(III) payable directly to such third par-
ties.

(2) TREATMENT OF INTERSTATE MI-
GRANTS—The State plan may apply to a cat-
egory of families the rules for such category
under a plan of another State approved
under this part. if a family in such category
has moved to the State from the other State
and has resided in the State for less than 12
months.

(3) INDIVIDUALS ON OLD-ACE ASSISTANCE OR
SSI INELIGIBLE FOR TEMPORARY EMPLOYMENT
ASSISTANCE—The State plan shall provide
that no assistance shall be furnished any in-
dividual under the plan with respect to any
period with respect to which such individual
is receiving old-age assistance under the
State plan approved under section 102 of title
1 or supplemental security income under
title XVI.

(4) CHILDREN FOR VHOM FEDERAL. STATE.
OR LOCAL FOSTER CARE MAINThNANCE OR ADOP-
TION ASSISTANCE PAYMENTS ARE MADE-—A
child with respect to whom foster care main-
tenance payments or adoption assistance
payments are made under part E or under
State or local law shall not, for the period
for which such payments are made, be re-
garded as a needy child under this part, and
such childs income and resources shall be
disregarded in determining the eligibility of
the family of such child for temporary em-
ployment assistance.

(5) DENIAL OF ASSISTANCE FOR ID YEARS TO
A PERSON FOUND TO HAVE FRAUDULENTLY MIS-
REPRESENTED RESIDENCE IN ORDER TO OBTAIN
ASSISTANCE IN 2 OR MORE STATES—The State
plan shall provide that no assistance will be
furnished any individual under the plan dur-
ing the 10-year period that begins on the
date the individual is convicted in Federal or
State court of having made, a fraudulent
statement or representation with respect to
the place of residence of the individual in
order to receive benefits or services simulta-
neously from 2 or more States under pro-
grams that are funded under this part. title
XIX. or the Food Stamp Act of 1977. or bene-
fits in 2 or more States under the supple-
mental security income program under title
Xv'.

"(6) DENIAL. OF ASSISTANCE FOR FUGITIVE
FELONS AND PROBATION AND PAROLE VIOLA-
TORS.—

(A) IN GENERAL—The State plan shall
provide that no assistance will be furnished
any individual under the plan for any period
if during such period the State agency has
knowledge that such individual is—

-. (i) fleeing to avoid prosecution. or cus-
tody or confinement after conviction, under
the laws of the place from which the individ-
ual flees. for a crime. or an attempt to com-
mit a crime. which is a felony under the laws
of the place from which the individual flees.
or which. in the case of the State of New Jer-
sey, is a high misdemeanor under the laws of
such State; or

(ii) violating a condition of probation or
parole imposed under Federal or State law.

(B) EXCHANGE OF INFORMATION WITI-T LAW
ENFORCEMENT AGENCIES—Notwithstanding
any other provision of law. the State plan
shall provide that the State shall furnish
any Federal, State, or local law enforcement
officer, upon the request of the officer, with
the current address of any recipient of as-
sistance under the plan, if the officer fur-
nishes the agency with the name of the re-
cipient and notifies the agency that—

(i) such recipient—

(I) is described in clause (i) or (ii) of sub-
paragraph (A); or

(II) has information that is necessary for
the officer to conduct the officer's official
duties; and

(ii) the location or apprehension of the re-
cipient is within such officer's official du-
ties.

(d) DETERMINATION OF ELIGIBILITY.—
(1) DETERMINATION OF NEED—The State

plan shall provide that the State agency
take into consideration any income and re-
sources of any individual the State deter-
mines should be considered in determining
the need of the child or relative claiming
temporary employment assistance, subject
to section 407.

(2) RESOURCE AND INCOME DETERMINA-
TION.—In determining the total resources
and income of the family of any needy child,
the State plan shall provide the following:

(A) RESOURCES—The State's resource
limit. including a description of the policy
determined by the State regarding any ex-
clusion allowed for vehicles owned by family
members, resources set aside for future needs
of a child. individual development accounts,
or other policies established by the State to
encourage savings.

(B) FAMiLY INCOME—The extent to which
earned or unearned income is disregarded in
determining eligibility for, and amount of,
assistance.

(C) CHILD SUPPORT—The State's policy, if
any, for determining the extent to which
child support received in excess of $50 per
month on behalf of a member of the family
is disregarded in determining eligibility for.
and the amount of, assistance.

(D) CHILD'S EARNINGS—The treatment of
earnings of a child living in the home.

(E) EARNED INCOME TAX CREDIT—The
State agency shall disregard any refund of
Federal income taxes made to a family re-
ceiving temporary employment assistance
by reason of section 32 of the Internal Reve-
nue Code of 1986 (relating to earned income
tax credit) and any payment made to such a
family by an employer under section 3507 of
such Code (relating to advance payment of
earned income credit).

(3) VERIFICATION SYSTEM—The State plan
shall provide that information is requested
and exchanged for purposes of income and
eligibility verifIcation in accordance with a
State system which meets the requirements
of section 1137.
"SEC. 403. INDIVIDUAL RESPONSIBILITY PLAN.

(a) ASSESSMENT—The State agency re-
sponsible for administering the State plan
shall make an initial assessment of the
skills, prior work experience, and employ-
ability of each applicant for, or recipient of,
assistance under the State plan who—

(1) has attained 18 years of age; or
"(2) has not completed high school or ob-

tained a certificate of high school equiva-
lency, and is not attending secondary school.

'(b) INDIVIDUAL RESPONSrnILITY PLANS.—
(1) IN GENERAL—On the basis of the as-

sessment made under subsection (a) with re-
spect to an individual, the State agency, in
consultation with the individual, shall de-
velop an individual responsibility plan for
the individual, which—

"(A) shall provide that participation by
the individual in job search activities shall
be a condition of eligibility for assistance
under the State plan approved under part A.
except during any period for which the indi-
vidual is employed full-time in an
unsubsidized job in the private sector

(B) sets forth an employment goal for the
individual and a plan for moving the individ-
ual immediately into private sector employ-
ment;

(C) sets forth the obligations of the indi-
vidual, which may include a requirement

S 15923
that the individual attend school, maintain
certain grades and attendance, keep school
age children of the individual in school, im-
munize children, attend parenting and
money management classes, or do other
things that will help the individual become
and remain employed in the private sector:

(D) may require that the individual enter
the State program established under part F,
if the caseworker determines that the indi-
vidual will need education, training, job
placement assistance. wage enhancement. or
other services to become employed in the
private sector:

(E) shall provide that the individual
must—

(i) assign to the State any rights to sup-
port from any other person the individual
may have in such individuals own behalf or
in behalf of any other family member for
whom the individual is applying for or re-
ceiving assistance; and

"(ii) cooperate with the State—
"(I) in establishing the paternity of a child

born out of wedlock with respect to whom
assistance is claimed. and

(II) in obtaining support payments for the
individual and for a child with respect to
whom such assistance is claimed, or in ob-
taining any other payments or property due
the individual or the child,
unless (in either case) the individual is found
to have good cause for refusing to cooperate
as determined by the State agency in accord-
ance with standards prescribed by the Sec-
retary, which standards shall take into con-
sideration the best interests of the child on
whose behalf assistance is claimed.

(F) to the greatest extent possible shall
be designed to move the individual into
whatever private sector employment the in-
dividual is capable of handling as quickly as
possible. and to increase the responsibility
and amount of work the individual is to han-
dle over time;

"(C) shall describe what services the State
will provide the individual so that the indi-
vidual will be able to obtain and keep em-
ployment in the private sector. and describe
the job counseling and other services that
will be provided by the State; and

(H) at the option of the State. may re-
quire the individual to undergo appropriate
substance abuse treatment,

'(2) TIMING—The State agency shall com-
ply with paragraph (1) with respect to an in-
dividual—

"(A) within 90 days (or, at the option of the
State, 180 days) after the effective date of
this part. in the case of an individual who. as
of such effective date, is a recipient of assist-
ance under the State plan approved under
this part; or

(B) within 30 days (or. at the option of the
State, 90 days) after the individual is deter-
mined to be eligible for such assistance, in
the case of any other individual.

(c) PROVISION OF PROGRAM AND EMPLOY-
MENT INFORMATION—The State shall inform
all applicants for and recipients of assistance
under the State plan approved under this
part of all available services under the State
plan for which they are eligible.

(d) REQUIREMENT THAT RECIPIENTS ENTER
THE WORK FIRST PROGRAM.—

(1) IN GENERAL—Beginning with fiscal
year 2004, the State shall place recipients of
assistance under the State plan approved
under this part. who have not become em-
ployed in the private sector within 1 year
after signing an individual responsibility
plan. in the first available slot in the State
program established under part F. except as
provided in paragraph (2).

(2) EXCEPTIONS—A state may not be re-
quired to place a recipient of such assistance
in the State program established under part
F if the recipient—
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(A) is ill, incapacitated, or of advanced

age;
(B) has not attained 18 years of age;
(C) is caring for a child or parent who is

ill or incapacitated: or
• (D) is enrolled in school or in educational

or training programs that will lead to pri-
vate sector employment.

(e) PENALTIES.—
(I) STATE NOT OPERATING A WORK FIRST OR

WORKFARE PROGRAM—In the case of a State
that is not operating a program under part F
or C:

"(A) FAILURE TO COMPLY WITh INDIVIDUAL
RESPONSIBILITY PLAN OR AGREEMENT OF MU-
TUAL RESPONSIBILITY.—

Ci) PROGRESSIVE REDUCTIONS IN ASSIST-
ANCE FOR 1ST AND 2ND FAILURES—The amount
of assistance otherwise to be provided under
the State plan approved under this part to a
family that includes an individual who fails
without good cause to comply with an indi-
vidual responsibility plan (or. if the State
has established a program under subpart I of
part F and the individual is required to per-
ticipate in the program. an agreement of mu-
tual responsibility) signed by the individual
(other than by reason of conduct described .n
paragraph (2)) shall be reduced by—

(I) 33 percent for the 1st such act of non-
compliance: or

(II) 66 percent for the 2nd such act of non-
compliance.

(ii) DENIAL OF ASSISTANCE FOR 3RD FAIL-
URE—In the case of the 3rd such act of nor-
compliance, the family of which the individ-
ual is a member shall not thereafter be eligi-
ble for assistance under the State plan ap-
proved under this part.

(iii) ACTS OF NONCOMPLIANCE—For pur-
poses of this paragraph, a 1st act of non
compliance by an individual continues fo
more than I calendar month shall be consid
ered a 2nd act of'noncompliance. and a 2nd
act of noncompliance that continues foi
more than 3 calendar months shall be consid-
ered a 3rd act of noncompliance.

(B) DENIAL OF ASSISTANCE TO ADULTS RE-
FUSING TO WORK. LOOK FOR WORK. OR ACCEPT A
BONA FIDE OFFER OF EMPLOYMENT.—

(i) REFUSAL TO WORK OR LOOK FOR WORK.—
If an unemployed individual who has at-
tained 18 years of age refuses to work or look
for work—

(I) in the case of the 1st such refusal, as-
sistance under the State plan approved under
this part shall not be payable with respect to
the individual until the later of—

(aa) a period of not less than 6 months
after the date of the first such refusal; or

• (bb) the first date the individual agrees to
work or look for work; or

(II) in the case of the 2nd such refusal, the
family of which the individual is a member
shall not thereafter be eligible for assistance
under the State plan approved under this
part.

•

(ii) REFUSAL TO ACCEPT A BONA FIDE OFFER
OF EMPLOYMENT—If an unemployed individ-
ual who has attained 18 years of age refuses
to accept a bona fide offer of employment.
the family of which the individual is a mem-
ber shall not thereafter be eligible for assist-
ance under the State plan approved under
this part.

(2) OTHER STATES—In the case of any
other State. the State shall reduce, by such
amount as the State considers appropriate.
the amount of assistance otherwise payable
under the State plan approved under this
part to a family that includes an individual
who fails without good cause to comply with
an individual responsibility plan signed by
the individual.
SEC. 404. PAYMENT OF ASSISTANCE.

• (a) STANDARDS OF ASSISTANCE—The State
plan shall specify standards of assistance, in-
cluding—

(I) the composition of the unit for which
assistance will be provided:

(2) a standard, expressed in money
amounts, to be used in determining the need
of applicants and recipients:

(3) a standard, expressed in money
amounts. to be used in determining the
amount of the assistance payment: and

(4) the methodology to be used in deter-
mining the payment amount received by as-
sistance units.

• (b) LEVEL OF ASSISTANCE—Except as oth-
erwise provided in this title, the State plan
shall provide that—

(I) the determination of need and the
amount of assistance for all applicants and
recipients shall be made on an objective and
equitable basis: and

• (2) families of similar composition with
similar needs and circumstances shall be
treated similarly.

(c) CORRECTION OF PAYMENTS—The State
plan shall provide that the State agency will
promptly take all necessary steps to correct
any overpayment or underpayment of assist-
ance under such plan. including the request
for Federal tax refund intercepts as provided
under section 416.

(d) OPTIONAL VOLUNTARY DIVERSION PRO-
GRAM—The State plan shall, at the option of
the State, and in such part or parts of the
State as the State may select, provide that—

(1) upon the recommendation of the case-
worker who is handling the case of a family
eligible for assistance under the State plan,
the State shall, in lieu of any other assist-
ance under the State plan to the family dur-
ing a time period of not more than 3 months,
make a lump-sum payment to the family for
the time period in an amount not to exceed—

(A) the value of the monthly benefits that
would otherwise be provided to the family
under the State plan; multiplied by

(B) the number of months in the time pe-
riod;

(2) a lump-sum payment pursuant to sub-
paragraph (A) shall not be made more than
once to any family: and

'(3) if, during a time period for which the
State has made a lump-sum payment to a
family pursuant to subparagraph (A). the
family applies for and (but for the lump-sum
payment) would be eligible under the State
plan for a monthly benefit that is greater
than the value of the monthly benefit which
would have been provided to the family
under the State plan at the time of the cal-
culation of the lump sum payment. then,
notwithstanding subparagraph (A). the State
shall. for that part of the time period that
remains after the family becomes eligible for
the greater monthly benefit, provide month-
ly benefits to the family in an amount not to
exceed—

(A) the amount by which the value of the
greater monthly benefit exceeds the value of
the former monthly benefit, multiplied by
the number of months in the time period; di-
vided by

(B) the whole number of months remain-
ing in the time period.".
'SEC. 405. OTHER PROGRAMS.

(a) WORK FIRST PROGRAM: WORKFARE OR
JOB PLACEMENT VOUCHER PROGRAM—The
State plan shall provide that the State has
in effect and operation—

(I) a work first program that meets the
requirements of part F: and

'(2) a workfare program that meets the re-
quirements of part C. or a job placement
voucher program that meets the require-
ments of part H, but not both.

(b) PROVISION OF POSITIONS AND VOUCH-
ERS—The State plan shall provide that the
State shall provide a position in the
workfare program established by the State
inder part C, or a job placement voucher
Lnder the job placement voucher program es-
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tablished by the State under part H to any
individual who, by reason of section 487(b), is
prohibited from participating in the work
first program operated by the State, and
shall not provide such a position or such a
voucher to any other individual.

(c) PROVISION OF CASE MANAGEMENT SERV-
ICES—The State plan shall provide that the
State shall provide to participants in such
programs such case management services as
are necessary to ensure the integrated provi-
sion of benefits and services under such pro-
grams.

(d) STATE CHILD SUPPORT AGENCY—The
State plan shall—

(1) provide that the State has in effect a
plan approved under part D and operates a
child support program in substantial compli-
ance with such plan;

(2) provide that the State agency admin-
istering the plan approved under this part
shall be responsible for assuring that—

(A) the benefits and services provided
under plans approved under this part and
part D are furnished in an integrated man-
ner, including coordination of intake proce-
dures with the agency administering the
plan approved under part D:

(B) all applicants for, and recipients of,
temporary employment assistance are en-
couraged. assisted, and required (as provided
under section 403(b)(l)(E)(ii)) to cooperate in
the establishment and enforcement of pater-
nity and child support obligations and are
notified about the services available under
the State plan approved under part D: and

(C) procedures require referral of pater-
nity and child support enforcement cases to
the agency administering the plan approved
under part D not later than 10 days after the
application for temporary employment as-
sistance: and

'(3) provide for prompt notice (including
the transmittal of all relevant information)
to the State child support collection agency
established pursuant to part D of the fur-
nishing of temporary employment assistance
with respect to a child who has been deserted
or abandoned by a parent (including a child
born out-of-wedlock without regard to
whether the paternity of such child has been
established).

(e) CHILD WELFARE SERVICES AND FOSTER
CARE ANt) ADOPTION ASSISTANCE—The State
plan shall provide that the State has in ef-
fect—

(I) a State plan for child welfare services
approved under part B; and

(2) a State plan for foster care and adop-
tion assistance approved under part E,
and operat such plans in substantial com-
pliance with the requirements of such parts.

(f) REPORT OF CHILD ABUSE, ETC—The
State plan shall provide that the State agen-
cy will—

(I) report to an appropriate agency or of-
ficial, known or suspected instances of phys-
ical or mental injury, sexual abuse or exploi-
tation. or negligent treatment or maltreat-
ment of a child receiving assistance under
the State plan under circumstances which
indicate that the child's health or welfare is
threatened thereby: and

(2) provide such information with respect
to a situation described in paragraph (I) as
the State agency may have.

(g) AVAILABILITY OF ASSISTANCE IN RURAL
AREAS OF STATE—The State plan shall con-
sider and address the needs of rural areas in
the State to ensure that families in such
areas receive assistance to become self-suffi-
cient.

(h) FAMILY PRESERVATION.—
(1) IN GENERAL—The State plan shall de-

scribe the efforts by the State to promote
family preservation and stability, including
efforts—
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(A) to encourage fathers to stay home arid

be a part of the family:
(B) to keep families together to the ex-

tent possible: and
• (C) except to the extent provided in para-

graph (2). to treat 2-parent families and 1-
parent families equally with respect to eligi-
bility for assistance.

(2) MA1NTEANCE OF TREATMENT—The
State may impose eligibility limitations re-
lating specifically to 2-parent families to the
extent such limitations are no more restric-
tive than such limitations in effect in the
State plan in fiscal year 1995.
"SEC. 406. ADMINISTRATIVE REQUIREMENTS FOR

STATE PLAN.
(a) STATEWIDE PLAN—The State plan

shall be in effect in all political subdivisions
of the State. and, if administered by the sub-
divisions, be mandatory upon such subdivi-
sions. If such plan is not administered uni-
formly throughout the State. the plan shall
describe the administrative variations,

(b) SINGLE ADMIMSTRATING AGENCY—The
State plan shall provide for the establish-
ment or designation of a single State agency
to administer the plan or supervise the ad-
ministration of the plan.

(c) FINANCIAL PARTICIPATION—The State
plan shall provide for financial participation
by the State in the same manner and
amount as such State participates under
title XIX. except that with respect to the
sums expended for the administration of the
State plan. the percentage shall be 50 per-
cent.

(d) REASONABLE PROTNESS.—The State
plan shall provide that all individuals wish-
ing to make application for temporary em-
ployment assistance shall have opportunity
to do so. and that such assistance be fur-
nished with reasonable promptness to all eli-
gible individuals.

(e) AtfrOMfiTED DATA PROCESSING SYS-
TEM—The State plan shall, at the option of
the State, provide for the establishment and
operation of an automated statewide man-
agement information system designed effec-
tively and efficiently, to assist managenlent
in the administration of the State plan ap-
proved under this part. so as—

(1) to control and account for—
'(A) all the factors in the total eligibility

determination process under such plan for
assistance, and

(B) the costs, quality, and delivery of pay-
ments and services furnished to applicants
for and recipients of assistance; and

(2) to notify the appropriate officials for
child support. food stamp, and social service
programs. and the medical assistance pro-
gram approved under title XIX, whenever a
recipient becomes ineligible for such assist-
ance or the amount of assistance provided to
a recipient under the State plan is changed.

• (f) DISCLOSURE OF INFORMATION--The
State plan shall provide for safeguards which
restrict the use or disclosure of information
concerning applicants or recipients.

(g) DETECTION OF FRUD.—The State plan
shall provide, in accordance with regulations
issued by the Secretary, for appropriate
measures to detect fraudulent applications
for temporary employment assistance before
the establishment of eligibility for such as-
sistance.

"Subpart 2—Administrative Provisions
"SEC. 411. APPROVAL OF PLAN.

(a) IN GENERAL—The Secretary shall ap-
prove a State plan which fulfills the require-
ments under subpart I within 120 days of the
submission of the plan by the State to the
Secretary.

(b) DEEMED APPROVAL—If a State plan
has not been rejected by the Secretary dur-
ing the period specified in subsection (a), the
plan shall be deemed to have been approved.

"SEC. 412. COMPLIANCE.

In the case of any State plan for temporary
employment assistance which has been ap-
proved under section 411. if the Secretary.
after reasonable notice and opportunity for
hearing to the State agency administering or
supervising the administration of such plan.
finds that in the administration of the plan
there is a failure to comply substantially
with any provision required by subpart I to
be included in the plan, the Secretary shall
notify such State agency that further pay-
ments will not be made to the State (or in
the Secretary's discretion, that payments
will be limited to categories under or parts
of the State plan not affected by such fail-
ure) until the Secretary is satisfied that
such prohibited requirement is no longer so
imposed, and that there is no longer any
such failure to comply. Until the Secretary
is so satisfied the Secretary shall make no
further payments to such State (or shall
limit payments to categories under or parts
of the State plan not affected by such fail-
ure).
"SEC. 413. PAYMENTS TO STATES.

(a) COMPJTATION OF AMOUNT—Subject to
section 412, from the sums appropriated
therefor. the Secretary of the Treasury shall
pay to each State which has an approved
plan for temporary employment assistance,
for each quarter. beginning with the quarter
commencing October 1, 1996. an amount
equal to the Federal medical assistance per-
centage (as defined in section 1905(b)) of the
expenditures by the State under such plan.

(b) METHOD OF COMPUTATION AND PAY-
MENT—The method of computing and paying
such amounts shall be as follows:

'(1) The Secretary shall, prior to the be-
ginning of each quarter, estimate the
amount to be paid to the State for such
quarter under the provisions of subsection
(a). such estimate to be based on—

(A) a report filed by the State containing
its estimate of the total sum to be expended
in such quarter in accordance with the provi-
sions of such subsection and stating the
amount appropriated or made available by
the State and its political subdivisions for
such expenditures in such quarter, and if
such amount is less than the State's propor-
tionate share of the total sum of such esti-
mated expenditures, the source or sources
from which the difference is expected to be
derived;

(B) records showing the number of needy
children in the State; and

(C) such other information as the Sec-
retary may find necessary.

(2) The Secretary of Health and Human
Services shall then certify to the Secretary
of the Treasury the amount so estimated by
the Secretary of Health and Human Serv-
ices—

(A) reduced or increased, as the case may
be, by any sum by which the Secretary of
Health and Human Services finds that the
estimate for any prior quarter was greater or
less than the amount which should have been
paid to the State for such quarter;

(B) reduced by a sum equivalent to the
pro rata share to which the Federal Govern-
ment is equitably entitled, as determined by
the Secretary of Health and Human Services,
of the net amount recovered during any prior
quarter by the State or any political subdivi-
sion thereof with respect to temporary em-
ployment assistance furnished under the
State plan: and

(C) reduced by such amount as is nec-
essary to provide the appropriate reimburse-
ment to the Federal Government that the
State is required to make under section 457
Out of that portion of child support collec-
tions retained by the State pursuant to such
section.
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except that such increases or reductions
shall not be made to the extent that such
sums have been applied to make the amount
certified for any prior quarter greater or less
than the amount estimated by the Secretary
of Health and Human Services for such prior
quarter.

(c) METHOD OF PAYMENT—The Secretary
of-the Treasury shall thereupon, through the
Fiscal Service of the Department of the
Treasury and prior to audit or settlement by
the General Accounting Office, pay to the
State. at the time or times fixed by the Sec-
retary of Health and Human Services, the
amount so certified.
'SEC. 414. QUALITY ASSURANCE, DATA COLLEC-

TION, AND REPORTING SYSTEM.
(a) QUALIT' ASSURANCE.—
(1) IN GENERAL—Under the State plan, a

quality assurance system shall be developed
based upon a collaborative effort involving
the Secretary, the State. the political sub-
divisions of the State, and assistance recipi-
ents. and shall include quantifiable program
outcomes related to self sufficiency in the
categories of welfare-to-work, payment accu-
racy. and child support.

(2) MODIFICATIONS TO SYSTEM—As deemed
necessary. but not more often than every 2
years. the Secretary, in consultation with
the State, the political subdivisions of the
State. and assistance recipients, shall make
appropriate changes in the design and ad-
ministration of the quality assurance sys-
tem. including changes in benchmarks,
measures. and data collection or sampling
procedures.

(b) DATA COLLECTION AND REPORTING.—
(1) IN GENERAL—The State plan shall pro-

vide for a quarterly report to the Secretary
regarding the data described in paragraphs
(2) and (3) and such additional data needed
for the quality assurance system, The data
collection and reporting system under this
subsection shall promote accountability,
continuous improvement, and integrity in
the State plans for temporary employment
assistance and Work First.

(2) DISAGGREGATED DATA—The State
shall collect the following data items on a
monthly basis from disaggregated case
records of applicants for and recipients of
temporary employment assistance from the
previous month:

(A) The age of adults and children (in-
cluding pregnant women).

(B) Marital or familial status of cases:
married (2-parent family), widowed, di-
vorced. separated, or never married; or child
living with other adult relative.

(C) The gender. race, educational attain-
ment, work experience, disability status
(whether the individual is seriously ill, inca-
pacitated, or caring for a disabled or inca-
pacitated child) of adults.

(D) The amount of cash assistance and
the amount and reason for any reduction in
such assistance, Any other data necessary to
determine the timeliness and accuracy of
benefits and welfare diversions.

-. (E) Whether any member of the family re-
ceives benefits under any of the following:

(i) Any housing program.
-, (ii) The food stamp program under the

Food Stamp Act of 1977.
(iii) The Head Start programs carried Out

under the Head Start Act.
'(iv) Any job training program.
(F) The number of months since the most

recent application for assistance under the
plan.

-- (G) The total number of months for which
assistance has been provided to the families
under the plan.

-. (H) The employment status, hours
worked, and earnings of individuals while re-
ceiving assistance, whether the case was
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closed due to employment, and other data
needed to meet the work performance rate.

(I) Status in Work First and workfare, in-
cluding the number of hours an individual
participated and the component in which the
individual participated.

• (J) The number of persons in the assiit-
ance unit and their relationship to the
youngest child. Nonrecipients in the house-
hold and their relationship to the youngest
child.

(K) Citizenship status.
(L) Shelter arrangement.
'(M) Unearned income (not including tem-

porary employment assistance), such as
child support. and assets.

'(N) The number of children who have a
parent who is deceased, incapacitated, or un-
employed.

(0) Geographic location.
(3) ACGREGATED DATA—The State shall

collect the following data items on a month-
ly basis from aggregated case records of ap-
plicants for and recipients of temporary em-
ployment assistance from the previous
month:

(A) The number of adults receiving assist
ance.

(B) The number of children receiving as
sistance.

• (C) The number of families receiving as-
sistance.

CD) The number of assistance units who
had their grants reduced or terminated and
the reason for the reduction or termination.
including sanction, employment, and meet-
ing the time limit for assistance).

(E) The number of applications for assist-
ance; the number approved and the number
denied and the reason for denial.

(4) LONGITUDINAL STUDIES—The State
shall submit selected data items for a cohort
of individuals who are tracked over time.
This longitudinal sample shall be used for se-
lected data items described in paragraphs (2)
and (3). as determined appropriate by the
Secretary.

'(c) ADDITIONAL DATA—The report re-
quired by subsection (b) for a fiscal year
quarter shall also include the following:

(1) REPORT ON USE OF FEDERAL FUNDS TO
COVER ADMINISTRATIVE COSTS AND OVER-
HEAD—A statement of—

'(A) the percentage of the Federal funds
paid to the State under this part for the fis-
cal year quarter that are used to cover ad-
ministrative costs or overhead: and

(B) the total amount of State funds that
are used to cover such costs or overhead.

(2) REPORT ON STATE EXPENDITURES ON
PROCRAMS FOR NEEDY FAMLIES.—A state-
ment of the total amount expended by the
State during the fiscal year quarter on pro-
grams for needy families, with the amount
spent on the program under this part. and
the purposes for which such amount was
spent, separately stated.

'(3) REPOr ON NOr-4CUSTODIAL PARENTS
PARTICIPATING wORK ACTIVrrIES.—The
number of noncustodial parents in the State
who participated in work activities during
the fiscal year quarter.

"(4) REPORT ON CHILD SUPPORT COL-
LECTED—The total amount of child support
collected by the State agency administering
the State plan under part D on behalf of a
family receiving assistance under this part.

(5) REPORT ON CHILD CARE—The total
amount expended by the State for child care
under this part. along with a description of
the types of child care provided, such as
child care provided in the case of a family
that has ceased to receive assistance under
this part because of increased hours of. or in-
creased income from, employment, or in the
case of a family that is not receiving assist-
ance under this part but would be at risk of
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becoming eligible for such assistance if child
care was not provided.

(6) REpOr ON TRANSITIONAL SERVICES.—
The total amount expended by the State for
providing transitional services to a family
that has ceased to receive assistance under
this part because of increased hours of. or in-
creased income from, employment. along
with a description of such services.

(d) COLLECTION PROCEDURES.—The Sec-
retary shall provide case sampling plans and
data collection procedures as deemed nec-
essary to make statistically valid estimates
of plan performance.

(e) VERIFICATION—The Secretary shall
develop and implement procedures for verify-
ing the quality of the data submitted by the
State. and shall provide technical assistance.
funded by the compliance penalties imposed
under section 412. if such data quality falls
below acceptable standards.
"SEC. 415. COMPILATION AND REPORTING OF

DATA.
(a) CURRENT PROCRAMS.—The Secretary

shall, on the basis of the Secretary's review
of the reports received from the States under
section 414, compile such data as the Sec-
retary believes necessary, and from time to
time, publish the findings as to the effective-
ness of the programs developed and adminis-
tered by the States under this part. The Sec-
retary shall annually report to the Congress
on the programs developed and administered
by each State under this part.

(b) RESEARCH, DEMONSTRATION AND EVAL-
UATION—Of the amount specified under sec-
tion 413(a), an amount equal to 0.25 percent
is authorized to be expended by the Sec-
retary to support the following types of re-
search, demonstrations, and evaluations:

• '(1) STATE-INrrIATED RESEARCH—States
may apply for grants to cover 90 percent of
the costs of self-evaluations of programs
under State plans approved under this part.

(2) DEMONSTRATIONS.—
(A) IN GENERAL—The Secretary may im-

plement and evaluate demonstrations of in-
novative and promising strategies to—

(i) improve child well-being through re-
ductions in illegitimacy. teen pregnancy.
welfare dependency, homelessness, and pov-
erty:

'(ii) test promising strategies by nonprofit
and for-profit institutions to increase em-
ployment. earning, child support payments.
and self-sufficiency with respect to tem-
porary employment assistance clients under
State plans; and

(iii) foster the development of child care.
(B) ADDITIONAL. PARAMETERS—Dem-

onstrations implemented under this para-
graph—

(i) may provide one-time capital funds to
establish, expand, or replicate programs:

'(ii) may test performance-based grant to
loan financing in which programs meeting
performance targets receive grants while
programs not meeting such targets repay
funding on a pro-rated basis; and

'(iii) should test stategies in multiple
States and types of communities.

(3) FEDERAL EVALUATIONS.—
(A) IN GENERAL—The Secretary shall con-

duct research on the effects, benefits, and
costs of different approaches to operating
welfare programs, including an implementa-
tion study based on a representative sample
of States and localities. documenting what
policies were adopted. how such policies were
implemented. the types and mix of services
provided, and other such factors as the Sec-
retary deems appropriate.

(B) RESEARCH ON RELATED ISSUES—The
Secretary shall also conduct research on is-
sues related to the purposes of this part,
such as strategies for moving welfare recipi-
ents into the workforce quickly. reducing
teen pregnancies and out-of-wedlock births,
and providing adequate child care.
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(C) STATE REIMBURSEMENT—The Sec-

retary may reimburse a State for any re-
search-related costs incurred pursuant to re-
search conducted under this paragraph.

(D) USE OF RANDOM ASSICNMEr-n'.-—Evalua-
tions authorized under this paragraph should
use random assignment to the maximum ex-
tent feasible and appropriate.

(4) REGIONAL INFORMATION CENTERS.—
(A) IN GENERAL—The Secretary shall es-

tablish not less than 5. nor more than 7 re-
gional information centers located at major
research universities or consortiums of uni-
versities to ensure the effective implementa-
tion of welfare reform and the efficient dis-
semination of information about innova-
tions. evaluation outcomes, and training ini-
tiatives.

(B) CENTER RESPONSIBILITIES.—The Cen-
ters shall have the following functions:

(i) Disseminate information about effec-
tive income support and related programs.
along with suggestions for the replication of
such programs.

"(ii) Research the factors that cause and
sustain welfare dependency and poverty in
the regions served by the respective centers.

"(iii) Assist the States in the region for-
mulate and implement innovative programs
and improvements in existing programs that
help clients move off welfare and become
productive citizens.

"(iv) Provide training as appropriate to
staff of State agencies to enhance the ability
of the agencies to successfully place Work
First clients in productive employment or
self-employment.

(C) CENTER ELIGIBILITY TO PERFORM EVAL-
UATIONS—The Centers may compete for
demonstration and evaluation contracts de-
veloped under this section.

'SEC. 416. COLLECTION OF OVERPAYMENTS
FROM FEDERAL TAX REFUNDS.

(a) IN GENERAL—Upon receiving notice
from a State agency administering a plan ap-
proved under this part that a named individ-
ual has been overpaid under the State plan
approved under this part, the Secretary of
the Treasury shall determine whether any
amounts as refunds of Federal taxes paid are
payable to such individual, regardless of
whether such individual filed a tax return as
a married or unmarried individual. If the
Secretary of the Treasury finds that any
such amount is payable. the Secretary shall
withhold from such refunds an amount equal
to the overpayment sought to be collected by
the State and pay such amount to the State
agency.

'(b) REGULATIONS—The Secretary of the
Treasury shall issue regulations, approved
by the Secretary of Health and Human Serv-
ices, that provide—

(1) that a State may only submit under
subsection (a) requests for collection of over-
payments with respect to individuals—

(A) who are no longer receiving tem-
porary employment assistance under the
State plan approved under this part,

(B) with respect to whom the State has
already taken appropriate action under
State law against the income or resources of
the individuals or families involved; and

(C) to whom the State agency has given
notice of its intent to request withholding by
the Secretary of the Treasury from the in-
come tax refunds of such individuals:

(2) that the Secretary of the Treasury
will give a timely and appropriate notice to
any other person filing a joint return with
the individual whose refund is subject to
withholding under subsection (a); and

(3) the procedures that the State and the
Secretary of the Treasury will follow in car-
rying Out this section which. to the maxi-
mum extent feasible and consistent with the
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specific provisions of this section. will be the
same as those issued pursuant to section
464(b) applicable to collection of past-due
child support.

(b) PAYMENTS TO PUERTO RICO—Section
1l08(a)(1) (42 U.S.C. 1308(a) (1)) is amended—

(1) in subparagraph (F). by striking or":
and

(2) by striking subparagraph (C) and in-
serting the following:

(C) $82000000 with respect to each of fis-
cal years 1989 through 1995. or

(H) $102,500,000 with respect to the fiscal
year 1996 and each fiscal year thereafter;.

(c) CONFORMJNC AMENDMENTS RELATINC TO
COLLECTION OF OVERPAYMENTS.—

(1) Section 6402 of the Internal Revenue
Code of 1986 (relating to authority to make
credits or refunds) is amended—

(A) in subsection (a). by striking (c) and
(d)" and inserting '(c). (d). and (e)':

(B) by redesignating subsections (e)
through (i) as subsections (f) through (j). re-
spectively: and

(C) by inserting after subsection (d) the fol-
lowing:

(g) COLLECTION OF OVERPAYMENTS UNOER
TITLE IV-A OF THE SOCIAL SECURITY ACT.—
The amount of any overpayment to be re-
funded to the person making the overpay-
ment shall be reduced (after reductions pur-
suant to subsections (c) and (d). but before a
credit against future liability for an internal
revenue tax) in accordance with section 416
of the Social Security Act (concerning recov-
ery of overpayments to individuals under
State plans approved under part A of title IV
of such Act)..

(2) Section 552a(a)(8)(B)(iv)(III) of title 5.
United States Code, is amended by striking
'section 464 or 1137 of the Social Security
Act' and inserting section 416. 464, or 1137
of the Social Security Act.

(d) EFFECTIVE DATES.—
(1) IN CENERAL.—Except as provided in

paragraph (2), the amendments made by this
section shall be effective with respect to cal-
endar quarters beginning on or after October
1. 1996.

(2) SPECIAL RULE.—ln the case of a State
that the Secretary of Health and Human
Services determines requires State legisla-
tion (other than legislation appropriating
funds) in order to meet the requirements im-
posed by the amendment made by subsection
(a), the State shall not be regarded as failing
to comply with the requirements of such
amendment before the first day of the first
calendar quarter beginning after the close of
the first regular session of the State legisla-
ture that begins after the date of enactment
of this Act. For purposes of this paragraph.
in the case of a State that has a 2-year Legis-
lative session, each year of the session shall
be treated as a separate regular session of
the State legislature.

Subtitle B—Make Work Pay
SEC. 9201. TRANSITIONAL MEDICAID BENEFITS.

(a) STATE OPTION OF EXTENSION OF MEDIC-
AID ENROLLMENT FOR FORMER AFDC RECIPI-
ENTS FOR 1 ADDITIONAL YR.—

(1) IN CENERAL.—Section 1925(b)(l) (42
U.S.C. 1396r—6(b)(1)) is amended by striking
the period at the end and inserting the fol-
lowing: and that the State may. at its op-
tion. offer to each such family the option of
extending coverage under this subsection for
any of the first 2 succeeding 6-month periods.
in the same manner and under the same con-
ditions as the option of extending coverage
under this subsection for the first succeeding
6-month period.'.

(2) CONFORMINC AMENDMENTS—Section
1925(b) (42 U.S.C. 1396r-6(b)) is amended—

(A) in the heading. by striking ' EXTEN-
SION' and inserting EXTENSIONS
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(B) in the heading of paragraph (1), by

striking REQUIREMENT" and inserting IN
CENERAL

(C) in paragraph (2)(B)(ii)—
(i) in the heading. by striking PERIOD'

and inserting PERIODS', and
(ii) by striking 'in the period' and insert-

ing in any of the 6-month periods';
(D) in paragraph (3)(A). by striking the 6-

month period' and inserting any 6-month
period':

(E) in paragraph (4)(A), by striking the
extension period' and inserting any exten-
sion period"; and

(F) in paragraph (5)(D)(i). by striking is a
3-month period' and all that follows and in-
serting the following: is, with respect to a
particular 6-month additional extension pe-
riod provided under this subsection, a 3-
month period beginning with the 1st or 4th
month of such extension period.".

(b) EFFECTIVE DATE—The amendments
made by subsection (a) shall apply to cal-
endar quarters beginning on or after October
1, 1997. without regard to whether or not
final regulations to carry Out such amend-
ments have been promulgated by such date.
SEC. 9202. NOTICE OF AVAILABILITY REQUIRED

TO BE PROVIDED TO APPLICANTS
AND FORMER RECIPIENTS OF TEM-
PORARY FAMILY ASSISTANCE. FOOD
STAMPS. AND MEDICAID.

(a) TEMPORARY FAMILY ASSISTANCE—Sec-
tion 406, as added by the amendment made
by section 9101 (a) of this Act, is amended by
adding at the end the following:

'(h) NOI1CE OF AVAiLA.BILrIY OF EITC.—
The State plan shall provide that the State
agency referred to in subsection (b) must
provide written notice of the existence and
availability of the earned income credit
under section 32 of the Internal Revenue
Code of 1986 to—

'(1) any individual who applies for assist-
ance under the State plan, upon receipt of
the application; and

(2) any individual whose assistance under
the State plan (or under the State plan ap-
proved under part A of this title (as in effect
before the effective date of title IX of the
Omnibus Budget Reconciliation Act of 1995)
is terminated, in the notice of termination of
benefits.'.

(b) FOOD STr4pS.—Section 11(e) of the
Food Stamp Act of 1977 (7 U.S.C. 2020(e)) is
amended—

(1) in paragraph (24) by striking 'and" at
the end;

(2) in paragraph (25) by striking the period
at the end and inserting '; and": and

(3) by inserting after paragraph (25) the fol-
lowing:

(26) that whenever a household applies for
food stamp benefits, and whenever such ben-
efits are terminated with respect to a house-
hold. the State agency shall provide to each
member of such household notice of—

(A) the existence of the earned income
tax credit under section 32 of the Internal
Revenue Code of 1986: and

'(B) the fact that such credit may be appli-
cable to such member..

(c) MEDICAID—Section 1902(a) (42 U.S.C.
1396a(a)) is amended—

(1) by striking and" at the end of para-
graph (61):

(2) by striking the period at the end of
paragraph (62) and inserting and"; and

(3) by inserting after paragraph (62) the fol-
lowing new paragraph:

(63) provide that the State shall provide
notice of the existence and availability of
the earned income tax credit under section
32 of the Internal Revenue Code of 1986 to
each individual applying for medical assist-
ance under the State plan and to each indi-
vidual whose eligibility for medical assist-
ance under the State plan is terminated.'.
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SEC. 9203. NOTICE OF AVAILABILITY OF EARNED

INCOME TAX CREDIT AND DEPEND-
ENT CARE TAX CREDIT TO BE IN-
CLUDED ON W-4 FORM.

(a) IN GENERAL—SectiOn 11114 of the Om-
nibus Budget Reconciliation Act of 1990 (26
U.S.C. 21 note), relating to program to in-
crease public awareness, is amended by add-
ing. at the end the following new sentence:
'Such means shall include printing a notice
of the availability of such credits on the
forms used by employees to determine the
proper number of withholding exemptions
under chapter 24 of such Code.'
SEC. 9204. ADVANCE PAIENT OF EARNED IN-

COME TAX CREDIT THROUGH STATE
DEMONSTRATION PROGRAMS.

(a) IN GENERAL—SectiOn 3507 of the Inter-
nal Revenue Code of 1986 (relating to the ad-
vance payment of the earned income tax
credit) is amended by adding at the end the
following:

(g) STATE DEMONSTRATIONS.—
'(1) IN CENERAL.—In lieu of receiving

earned income advance amounts from an em-
ployer under subsection (a), a participating
resident shall receive advance earned income
payments from a responsible State agency
pursuant to a State Advance Payment Pro-
gram that is designated pursuant to para-
graph (2).

'(2) DESICNATIONS.—
•'(A) IN CENERAL.—From among the States

submitting proposals satisfying the require-
ments of paragraph (3). the Secretary (in
consultation with the Secretary of Health
and Human Set-vices) may designate not
more than 4 State Advance Payment Dem-
onstrations. States selected for the dem-
onstrations may have, in the aggregate, no
more than 5 percent of the total number of
households participating in the program
under the Food Stamp program in the imme-
diately preceding fiscal year. Administrative
costs of a State in conducting a demonstra-
tion under this section may be included for
matching under section 413(a) of the Social
Security Act and section 16(a) of the Food
Stamp Act of 1977.

(B) WHEN DESICNATION MAY BE MADE—Any
designation under this paragraph shall be
made no later than December 31, 1996.

(C) PERIOD FOR iCH DESICNATION IS IN
EFFECT.—

(i) IN CENERAL.—Designations made under
this paragraph shall be effective for advance
earned income payments made after Decem-
ber 31, 1996, and before January 1, 2000.

(ii) SPECIAL RULES.—
(I) REVOCATION OF DESICNATIONS.—The

Secretary may revoke any designation made
under this paragraph if the Secretary deter-
mines that the State is not complying sub-
stantially with the proposal described in
paragraph (3) submitted by the State.

(II) AUTOMATIC TERMINATION OF DESICNA-
liONS—Any failure by a State to comply
with the reporting requirements described in
paragraphs (3)(F) and (3)(G) shall have the ef-
fect of immediately terminating the designa-
tion under this paragraph and rendering
paragraph (5)(A)(ii) inapplicable to subse-
quent payments.

(3) PROPOSALS—NO State may be des-
ignated under paragraph (2) unless the
States proposal for such designation—

(A) identifies the responsible State agen-
cy.

(B) describes how and when the advance
earned income payments will be made by
that agency. including a description of any
other State or Federal benefits with which
such payments will be coordinated,

(C) describes how the State will obtain
the information on which the amount of ad-
vance earned income payments made to each
participating resident will be determined in
accordance with paragraph (4).
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(D) describes how State residents who

will be eligible to receive advance earned in-
come payments will be selected, notified of
the opportunity to receive advance earned
income payments from the responsible StEte
agency, and given the opportunity to elect to
participate in the program.

(E) describes how the State will verify, in
addition to receiving the certifications a:id
statement described in paragraph (7)(D)(iv).
the eligibility of participating residents for
the earned income tax credit,

• (F) commits the State to furnishing to
each participating resident by January 31 of
each year a written statement showing—

(I) the name and taxpayer identification
number of the participating resident, and

(ii) the total amount of advance earned
income payments made to the participating
resident during the prior calendar year.

(C) commits the State to furnishing to
the Secretary by December 1 of each year a
written statement showing the name and
taxpayer identification number of each pal-
ticipating resident.

(H) commits the State to treat any ad-
vance earned income payments as described
in paragraph (5) and any repayments of ex-
cessive advance earned income payments a;
described in paragraph (6).

(I) commits the State to assess the devel'
opment and implementation of its State Ad
vance Payment Program, including an agree
ment to share its findings and lessons with
other interested States in a manner to be de.
scribed by the Secretary, and

(J) is submitted to the Secretary on or
before June 3&, 1996.

(4) AMOUNT AND TIMING OF ADVANCE
EARNED INCOME PAYMENTS.—

(A) AMOUNT.—
(i) IN GENERAL—The method for deter-

mining the amount of advance earned in-
come payments made to each participating
resident shall conform to the fullest extent
possible with the provisions of subsection (c).

(ii) SPECIAL RULE—A State may. at its
election, apply the rules of subsection
(c)(2)(B) by substituting between 60 percent
and 75 percent of the credit percentage in ef-
fect under section 32(b)(1) for an individual
with the corresponding number of qualifying
children' for 60 percent of the credit per-
centage in effect under section 32(b)(I) for
such an eligible individual with 1 qualifying
child' in clause (i) and the same percentage
(as applied in clause (i)) for '6& percent' in
clause (ii).

(B) TIMING—The frequency of advance
earned income payments may be determined
on the basis of the payroll periods of partici-
pating residents, on a single statewide sched-
ule. or on any other reasonable basis pre-
scribed by the State in its proposal; however.
in no event may advance earned income pay-
ments be made to any participating resident
less frequently than on a calendar-quarter
basis.

(5) PAYMENTS TO BE TREATED AS PAYMENTS
OF WITHHOLDING AND FICA TAXES.—

(A) IN CENERAL.—FOr purposes of this
title, advance earned income payments dur-
ing any calendar quarter—

(i) shall neither be treated as a payment
of compensation nor be included in gross in-
come. and

(ii) shall be treated as made out of—
(I) amounts required to be deducted by

the State and withheld for the calendar
quarter by the State under section 3401 (re-
lating to wage withholding).

(II) amounts required to be deducted for
the calendar quarter under section 3102 (re-
lating to FICA employee taxes), and

(III) amounts of the taxes imposed on the
State for the calendar quarter under section
3111 (relating to FICA employer taxes).
as if the State had paid to the Secretary, on
the day on which payments are made to par-
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ticipating residents, an amount equal to
such payments.

(B) IF ADVANCE PAYMENTS EXCEED TAXES
DUE—If for any calendar quarter the aggre-
gate amount of advance earned income pay-
ments made by the responsible State agency
under a State Advance Payment Program ex-
ceeds the sum of the amounts referred to in
subparagraph (A)(ii) (without regard to para-
graph (6)(A)). each such advance earned in-
come payment shall be reduced by an
amount which bears the same ratio to such
excess as such advance earned income pay-
ment bears to the aggregate amount of all
such advance earned income payments.

(6) STATE REPAYMENT OF EXCESSIVE AD-
VANCE EARNED INCOME PAYMEI'ffS.—

(A) IN GENERAL—Notwithstanding any
other provision of law, in the case of an ex-
cessive advance earned income payment a
State shall be treated as having deducted
and withheld under section 3401 (relating to
wage withholding), and as being required to
pay to the United States, the repayment
amount during the repayment calendar quar-
ter.

(B) EXCESSIVE ADVANCE EARNED INCOME
PAYMENT—For purposes of this section. the
term 'excessive advance income payment'
means that portion of any advance earned
income payment that, when combined with
other advance earned income payments pre-
viously made to the same participating resi-
dent during the same calendar year, exceeds
the amount of earned income tax credit to
which that participating resident is entitled
under section 32 for that year.

"(C) REPAYMENT AMOUNT—For purposes of
this subsection, the tern, 'repayment
amount' means an amount equal to 50 per-
cent of the excess of—

(i) excessive advance earned income pay-
ments made by a State during a particular
calendar year. over

''(ii) the sum of—
(I) 4 percent of all advance earned income

payments made by the State during that cal-
endar year, and

(II) the excessive advance earned income
payments made by the State during that cal-
endar year that have been collected from
participating residents by the Secretary.

(D) REPAYMENT CALENDAR QUARTER—For
purposes of this subsection, the tern, 'repay-
ment calendar quarter' means the second
calendar quarter of the third calendar year
beginning after the calendar year in which
an excessive earned income payment is
made.

(7) DEFINITION5.—For purposes of this sub-
section—

(A) STATE ADVANCE PAYMEN9 PROCRAM.—
The term 'State Advance Payment Program
means the program described in a proposal
submitted for designation under paragraph
(1) and designated by the Secretary under
paragraph (2).

(B) RESPONSIBLE STATE AGENCY—The
term 'responsible State agency' means the
single State agency that will be making the
advance earned income payments to resi-
dents of the State who elect to participate in
a State Advance Payment Program.

"(C) ADVANCE EARNED INCOME PAYMENTS.—
The term 'advance earned income payments'
means an amount paid by a responsible State
agency to residents of the State pursuant to

State Advance Payment Program.
'(D) PARTiCIPATINC RESIDENT—The term

'participating resident' means an individual
who—

(i) is a resident of a State that has in ef-
fect a designated State Advance Payment
Program.

'(ii) makes the election described in para-
graph (3)(D) pursuant to guidelines pre-
scribed by the State,

'(iii) certifies to the State the number of
qualifying children the individual has, and
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'(iv) provides to the State the certifi-

cations and statement described in sub-
sections (b)(1), (b)(2). (b)(3). and (b)(4) (except
that for purposes of this clause, the term
any employer' shall be substituted for 'an-
other employer' in subsection (b)(3)). along
with any other information required by the
State.".

(b) TECHNICAL ASSISTANCE. —The Secretar-
ies of the Treasury and Health and Human
Services shall jointly ensure that technical
assistance is provided to State Advance Pay-
ment Programs and that these programs are
rigorously evaluated.

(c) ANNUAL REPORTS—The Secretary shall
issue annual reports detailing the extent to
which—

(1) residents participate in the State Ad-
vance Payment Programs.

(2) participating residents file Federal and
State tax returns.

(3) participating residents report accu-
rately the amount of the advance earned in-
come payments made to them by the respon-
sible State agency during the year. and

(4) recipients of excessive advance earned
income payments repay those amounts.
The report shall also contain an estimate of
the amount of advance earned income pay-
ments made by each responsible State agen-
cy but not reported on the tax returrs of a
participating resident and the amount of ex-
cessive advance earned income payments.

(d) AUTHORIZATION OF APPROPRJATIONS.—
For purposes of providing technical assist-
ance described in subsection (b). preparing
the reports described in subsection (c), and
providing grants to States in support of des-
ignated State Advance Payment Programs.
there are authorized to be appropriated in
advance to the Secretary of the Treasury
and the Secretary of Health and Human
Services a total of 1,40&,O0O for fiscal years
1997 through 2000.

Subtitle C—Work First

SEC. 9301. WORI( FIRST PROGRAM.

(a) ESTABUSHMENT AND OPERATION OF PRO-
GRAM—Title IV (42 U.S.C. 601 et seq.) is
amended by striking part F and inserting the
following:

Part F—Work First Program

"SEC. 481. STATE ROLE.

(a) PROGRAM REQUIREMENTS—Any State
may establish and operate a work first pro-
gram that meets the following requirements:

(1) OBJEcTIVE—The objective of the pro-
gram is for each program participant to find
and hold a full-time unsubsidized paid job,
and for this goal to be achieved in a cost-ef-
fective fashion.

"(2) METhOD—The method of the program
is to connect recipients of assistance under
the State plan approved under part A with
the private sector labor market as soon as
possible and offer them the support and
skills necessary to remain in the labor mar-
ket. Each component of the program should
be permeated with an emphasis on employ-
ment and with an understanding that mini-
mum wage jobs are a stepping stone to more
highly paid employment. The program shall
provide recipients with education, training.
job search and placement. wage
supplementation. temporary subsidized jobs.
or such other services that the State deems
necessaiy to help a recipient obtain private
sector employment.

"(3) JOB CREATION.—The creation of jobs,
with an emphasis on private sector jobs.
shall be a component of the program arid
shall be a priority for each State office with
responsibilities under the program.
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(4) FORMS OF ASSISTANCE—The State

shall provide assistance to participants in
the program in the form of education, train-
ing, job placement services (including vouch-
ers for job placement services), work
supplementation programs, temporary sub-
sidized job creation, job counseling, assist-
ance in establishing microenterprises, or
other services to provide individuals with
the support and skills necessary to obtain
and keep employment in the private sector.

(5) 2-YEAR LIMITATION ON PARTICIPATION.—
The program shall comply with section
487(b).

(6) AGREEMENTS OF MUTUAL RESPONSIBIL-
fly.-

(A) IN GENERAL—The State agency shall
develop an agreement of mutual responsibil-
ity for each program participant, which will
be an individualized comprehensive plan, de-
veloped by the team and the participant, to
move the participant into a full-time
unsubsidized job. The agreement should de-
tail the education, training, or skills that
the individual will be receiving to obtain a
full-time unsubsidized job, and the obliga-
tions of the individual.

(B) HOURS OF PARTICIPATION REQUIRE-
MENT—The agreement shall provide that the
individual shall participate in activities in
accordance with the agreement for—

(i) not fewer than 20 hours per week dur-
ing fiscal years 1997 and 1998;

"(ii) not fewer than 25 hours per week dur-
ing fiscal year 1999; and

(iii) not fewer than 30 hours per week
thereafter.

'(7) CASELo.D PARTICIPATION RATES—The
program shall comply with section 488.

(8) NONDISPLACEMENT.—The program may
not be operated in a manner that results in—

'(A) the displacement of a currently em-
ployed worker or position by a program par-
ticipant;

(B) the replacement of an employee who
has been terminated with a program partici-
pant; or

(C) the replacement of an individual who
is on layoff from the same position given to
a progrm participant or any equivalent posi-
tion.

'(b) ANNUAL REPORTS.—
(1) COMPUANCE WITH PERFORMANCE MEAS-

URES—Each State that operates a program
under this part shall submit to the Secretary
annual reports that compare the achieve-
ments of the program with the performance-
based measures established under section
488(c).

(2) COMPUANCE WITH PARTICIPATION
RATES—Each State that operates a program
under this part for a fiscal year shall submit
to the Secretary a report on the participa-
tion rate of the State for the fiscal year.
'SEC, 482. REVAMPED JOBS PROGRAM.

A State that establishes a program under
this part may operate a program similar to
the program known as the 'CAIN Program'
that has been operated by Riverside County.
California. under Federal law in effect imme-
diately before the date this part first applies
to the State of California.
SEC. 483. USE OF PLACEMENT COMPANIES.

'(a) IN GENERAL—A State that establishes
a program under this part may enter into
contracts with private companies (whether
operated for profit or not for profit) for the
placement of participants in the program in
positions of full-time employment, pref-
erably in the private sector, for wages suffi-
cient to eliminate the need of such partici-
pants for cash assistance,

(b) REQUIRED CONTRACT TERMS-—Each
contract entered into under this section with
a company shall meet the following require-
ments:

'(1) PROVISION OF JOB READINESS ANT) SUP-
PORT SERVICES—The contract shall require
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the company to provide, to any program par-
ticipant who presents to the company a
voucher issued under subsection (d) intensive
personalized support and job readiness serv-
ices designed to prepare the individual for
employment and ensure the continued suc-
cess of the individual in employment.

(2) PAYMENTS.—
(A) IN GENERAL—The contract shall pro-

vide for payments to be made to the com-
pany with respect to each program partici-
pant who presents to the company a voucher
issued under subsection (d).

(B) STRUCTURE—The contract shall pro-
vide for the majority of the amounts to be
paid under the contract with respect to a
program participant, to be paid after the
company has placed the participant in a po-
sition of full-time employment and the par-
ticipant has been employed in the position
for such period of not less than 5 months as
the State deems appropriate.

(c) COMPETITIVE BIDDING REQUIRED—Con-
tracts under this section shall be awarded
only after competitive bidding.

(d) VOUCHERS—The State shall issue a
voucher to each program participant whose
agreement of mutual responsibility provides
for the use of placement companies under
this section, indicating that the participant
is eligible for the services of such a company.
"SEC. 484. TEMPORARY SUBSIDIZED JOB CRE-

ATION.
'A State that establishes a program under

this part may establish a program similar to
the program known as 'JOBS Plus' that has
been operated by the State of Oregon under
Federal law in effect immediately before the
date this part first applies to the State of Or-
egon.
"SEC. 485. MICROENTERR1SE.

"(a) GRANTS AND LOANS TO NONPROFIT OR-
GANIZATIONS FOR THE PROVISION OF TECH-
NICAL ASSISTANCE, TRAINING, AND CREDIT TO
Low INCOME ENTREPRENEURS—A State that
establishes a program under this part may
make grants and loans to nonprofit organiza-
tions to provide technical assistance. train-
ing, and credit to low income entrepreneurs
for the purpose of establishing
microenterprises.

(b) MICROENTERPRISE DEFINED—For pur-
poses of this subsection. the term
'microenterprise' means a commercial enter-
prise which has 5 or fewer employees. I or
more of whom owns the enterprise.
"SEC. 486. WORK SUPPLEMENTATION PROGRAM.

(a) IN GENERAL—A State that establishes
a program under this part may institute a
work supplementation program under which
the State, to the extent it considers appro-
priate. may reserve the sums that would oth-
erwise be payable under the State plan ap-
proved under part A to participants in the
program and use the sums instead for the
purpose of providing and subsidizing jobs for
the participants (as described in subsection
(c)(3)(A) and (B)), as an alternative to provid-
ing such assistance to the participants.

(b) STATE FLEOBIUTY.—
(1) Nothing in this part. or in any State

plan approved under part A, shall be con-
strued to prevent a State from operating (on
such terms and conditions and in such cases
as the State may find to be necessary or ap-
propriate) a work supplementation program
in accordance with this section and section
484 (as in effect immediately before the date
this part first applies to the State).

"(2) Notwithstanding any other provision
of law. a State may adjust the levels of the
standards of need under the State plan as the
State determines to be necessary and appro-
priate for carrying Out a work
supplementation program under this section.

(3) Notwithstanding any other provision
of law. a State operating a work
supplementation program under this section
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may provide that the need standards in ef-
fect in those areas of the State in which the
program is in operation may be different
from the need standards in effect in the
areas in which the program is not in oper-
ation, and the State may provide that the
need standards for categories of recipients
may vary among such categories to the ex-
tent the State determines to be appropriate
on the basis of ability to participate in the
work supplementation program.

"(4) Notwithstanding any other provision
of law, a State may make such further ad-
justments in the amounts of assistance pro-
vided under the plan to different categories
of recipients (as determined under paragraph
(3)) in order to offset increases in benefits
from needs-related programs (other than the
State plan approved under part A) as the
State determines to be necessary and appro-
priate to further the purposes of the work
supplementation program.

'(5) In determining the amounts to be re-
served and used for providing and subsidizing
jobs under this section as described in sub-
section (a), the State may use a sampling
methodology.

(6) Notwithstanding any other provision
of law, a State operating a work
supplementation program under this section,
may reduce or eliminate the amount of
earned income to be disregarded under the
State plan as the State determines to be nec-
essary and appropriate to further the pur-
poses of the work supplementation program.

(c) RULES RELATING TO SUPPLEMENTED
JOBS.—

"(1) A work supplementation program op-
erated by a State under this section may
provide that any individual who is an eligi-
ble individual (as determined under para-
graph (2)) shall take a supplemented job (as
defined in paragraph (3)) to the extent that
supplemented jobs are available under the
program. Payments by the State to individ-
uals or to employers under the work
supplementation program shall be treated as
expenditures incurred by the State for tem-
porary employment assistance under part A
except as limited by subsection (d).

'(2) For purposes of this section, an eligi-
ble individual is an individual who is in a
category which the State determines should
be eligible to participate in the work
supplementation program. and who would. at
the time of placement in thejob involved. be
eligible for assistance under an approved
State plan if the State did not have a work
supplementation program in effect.

"(3) For purposes of this subsection. a sup-
plemented job is—

(A) a job provided to an eligible individ-
ual by the State or local agency administer-
ing the State plan under part A: or

(B) a job provided to an eligible individ-
ual by any other employer for which all or
part of the wages are paid by the State or
local agency.
A State may provide or subsidize under the
program any job which the State determines
to be appropriate.

(d) COST LIMITATION—The amount of the
Federal payment to a State under section 413
for expenditures incurred in making pay-
ments to individuals and employers under a
work supplementation program under this
subsection shall not exceed an amount equal
to the amount which would otherwise be
payable under such section if the family of
each individual employed in the program es-
tablished in the State under this section had
received the maximum amount of assistance
providable under the State plan to such a
family with no income (without regard to ad-
justments under subsection (b) of this sec-
tion) for the lesser of—

"(1) 9 months: or
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(2) the number of months in which the in-

dividual was employed in the program.
(e) RULES OF INTERPRETATION.—

"(1) This section shall not be construed as
requiring the State or local agency admin-
istering the State plan to provide employee
status to an eligible individual to whom the
State or local agency provides a job under
the work supplementation program (or with
respect to whom the State or local agency
provides all or part of the wages paid to the
individual by another entity under the pro-
gram). or as requiring any State or local
agency to provide that an eligible individual
filling ajob position provided by another en-
tity under the program be provided employee
status by the entity during the first 13 weeks
the individual fills the position.

(2) Wages paid under a work
supplementation program shall be consd-
ered to be earned income for purposes of ay
provision of law.

'(f) PRESERVATION OF MEDIcAID ELIGI-
BILITY—Any State that chooses to operate a
work supplementation program under this
section shall provide that any individual who
participates in the program, and any child or
relative of the individual (or other individual
living in the same household as the individ-
ual) who would be eligible for assistan:e
under the State plan approved under part A
if the State did not have a work
supplementation program, shall be consid-
ered individuals receiving assistance under
the State plan approved under part A for
purposes of eligibility for medical assistance
under the State plan approved under title
XIX.
"SEC. 487. PARTICIPATION RULES.

(a) IN GENERAL—Except as provided in
subsection (b), a State that establishes a pro-
gram under this part may require any indi-
vidual receiving assistance under the State
plan approved under part A to participate in
the program.

-- (b) 2-YEAR LIMITATION ON PARTICIPA-
TION.—

(1) IN GENERAL—Except as provided in
paragraph (2), an individual may not partici-
pate in a State program established under
this part if the individual has participated in
the State program established under this
part for 24 months after the date the individ-
ual first signed an agreement of mutual re-
sponsibility under this part, excluding any
month during which the individual worked
for an average of at least 25 hours per week
in a .private sectorjob.

(2) AUThORITY TO ALLOW REPEAT PARTICI-
PATION.—

(A) IN GENERAL—Subject to subparagraph
(B) of this paragraph, a State may allow an
individual who, by reason of paragraph (1),
would be prohibited from participating in
the State program established under this
part to participate in the program for such
additional period or periods as the State de-
termines appropriate.

-, (B) LIMITATION ON PERCENTAGE OF REPEAT
PARTICIPANTS.—

-. (1) IN GENERAL.—Except as provided in
clause (ii) of this subparagraph. the number
of individuals allowed under subparagraph
(A) to participate during a program year in
a State program established under this part
shall not exceed—

(I) 10 percent of the total number of indi-
viduals who participated in the State pro-
gram established under this part or the
State program established under part H dur-
ing the immediately preceding program
year: or

-, (II) in the case of fiscal year 2004 or any
succeeding fiscal year, 15 percent of such
total number of individuals.

- (ii) AUTHORITY TO INCREASE LIMITATION.—
(I) PETITION—A State may request the

Secretary to increase to not more than 15
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percent the percentage limitation imposed
by clause (i)(I) for a fiscal year before fiscal
year 2004.

(II) AUTHORiTY TO GRANT REQUEST—The
Secretary may approve a request made pur-
suant to subclause (I) if the Secretary deems
it appropriate. The Secretary shall develop
recommendations on the criteria that should
be applied in evaluating requests under
subclause (I).
'SEC. 488. CASELOAD PARTICIPATION RATES;

PERFORMANCE MEASURES.
(a) PARTICIPATION RATES.—
(1) REQUIREMENT—A State that operates

a program under this part shall achieve a
participation rate for the following fiscal
years of not less than the following percent-
age:
- 'Fiscal year: Percentage:

1997 20
1998 24
1999 28
2000 32
2001 36
2002 40
2003 or later 52.

(2) PARTICIPATION RATE DEFINED.—
'(A) IN GENERAL—As used in this sub-

section. the term participation rate' means,
with respect to a State and a fiscal year, an
amount equal to—

• (i) the average monthly number of indi-
viduals who, during the fiscal year, partici-
pate in the State program established under
this part or (if applicable) part G or H; di-
vided by

-. (ii) the average monthly number of indi-
viduals who are not described in section
402(c)(l)(D) and for whom an individual re-
sponsibility plan is in effect under section
403 during the fiscal year.

(B) SPECIAL RULE—For each of the 1st 12
months after an individual ceases to receive
assistance under a State plan approved under
part A by reason of having become employed
for more than 25 hours per week in an
unsubsidizedjob in the private sector, the in-
dividual shall be considered to be participat-
ing in the State program established under
this part, and to be an adult recipient of
such assistance, for purposes of subpara-
graph (A).

(3) STATE COMPLIANCE REPORTS—Each
State that operates a program under this
part for a fiscal year shall submit to the Sec-
retary a report on the participation rate of
the State for the fiscal year.

(4) EFFEcT OF FAILURE TO MEET PARTICIPA-
TION RATES.—

(A) IN GENERAL—If a State reports that
the State has failed to achieve the participa-
tion rate required by paragraph (1) for the
fiscal year. the Secretary may make rec-
ommendations for changes in the State pro-
gram established under this part and (if the
State has established a program under part
G) the State program established under part
G. The State may elect to follow such rec-
ommendations, and shall demonstrate to the
Secretary how the State will achieve the re-
quired participation rates.

(B) SECOND CONSECUTIVE FAILURE—Not-
withstanding subparagraph (A). if a State
fails to achieve the participation rate re-
quired by paragraph (1) for 2 consecutive fis-
cal years. the Secretary may—

-. (i) require the State to make changes in
the State program established under this
part and (if the State has established a pro-
gram under part G) the State program estab-
lished under part G; and

- (ii) reduce by 5 percent the amount other-
wise payable to the State under section 413.

(b) PERFORMANCE STANDARDS—The Sec-
retary shall develop standards to be used to
measure the effectiveness of the programs
established under this part and part G in
moving recipients of assistance under the
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State plan approved under part A into full-
time unsubsidized employment.

- (c) PERFORMPJ.CE-BASED MEASURES.—.
-

(1) ESTABLISKMENT.—The Secretary shall.
by regulation, establish measures of the ef-
fectiveness of the State programs estab-
lished under this part and under part G in
moving recipients of assistance under the
State plan approved under part A into full-
time unsubsidized employment, based on the
performance of such programs.

'(2) ANNUAL COMPLIANCE REPORTS—Each
State that operates a program under this
part shall submit to the Secretary annual re-
ports that compare the achievements of the
program with the performance-based meas-
ures established under paragraph (1).
SEC. 489. FEDERAL ROLE.

-, (a) APPROVAL OF STATE PLANS.—
(1) IN GENERAL—Within 60 days after the

date a State submits to the Secretary a plan
that provides for the establishment and oper-
ation of a work first program that meets the
requirements of section 481. the Secretary
shall approve the plan.

(2) AUTHORITy TO EXTEND APPROVAL DEAD-
LINE—The 60-day deadline established in
paragraph (1) with respect to a State may be
extended in accordance with an agreement
between the Secretary and the State.

-. (b) PERFORMANCE-BASED MEASURES—The
Secretary shall, by regulation. establish
measures of the effectiveness of the State
program established under this part and (if
the State has established a program under
part G) the State program established under
part G in moving recipients of assistance
under the State plan approved under part A
into full-time unsubsidized employment.
based on the performance of such programs.

-

' (c) EFFEcT OF FAILURE TO MEET PARTICI-
PATION RATES.—

(1) IN GENERAL—If a State reports that
the State has failed to achieve the participa-
tion rate required by section 488 for the fis-
cal year, the Secretary may make rec-
ommendations for changes in the State pro-
grain established under this part and (if the
State has established a program under part
G) the State program established under part
G. The State may elect to follow such rec-
ommendations, and shall demonstrate to the
Secretary how the State will achieve the re-
quired participation rates.

"(2) SECOND CONSEC1rIVE FAILURE.—NOt-
withstanding paragraph (1), if the State has
failed to achieve the participation rates re-
quired by section 488 for 2 consecutive fiscal
years, the Secretary may require the State
to make changes in the State program estab-
lished under this part and (if the State has
established a program under part G) the
State program established under part G.

"Part G—Workfare Program
SEC. 490. ESTABLISHMENT AND OPERATION OF

PROGRAM.

(a) IN GENERAL—A State that establishes
a work first program under part F may es-
tablish and carry out a workfare program
that meets the requirements of this part. un-
less the State has established a job place-
ment voucher program under part H.

(b) OBJECTivE—The objective of the
workfare program is for each program par-
ticipant to find and hold a full-time
unsubsidized paid job. and for this goal to be
achieved in a cost-effective fashion.

(c) CASE MANAGEMENT TEAMS—The State
shall assign to each program participant a
case management team that shall meet with
the participant and assist the participant to
choose the most suitable workfare job under
subsection Ce). (f), or (g) and to eventually
obtain a full-time unsubsidized paid job.

(d) PROvISION OF JOBS—The State shall
provide each participant in the program with
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a community service job that meets the re-
quirements of subsection (e) or a subsidized
job that meets the requirements of sub-
section (f) or (g).

(e) COMMUNrn' SERVICE JOBS.—
"(1) IN GENERAL—Except as provided in

paragraphs (2) and (3), each participant shall
work for not fewer than 30 hours per week
(or. at the option of the State, 20 hours per
week during fiscal years 1997 and 1998. not
fewer than 25 hours per week during fiscal
year 1999. not fewer than 30 hours per week
during fiscal years 2000 and 2001, and not
fewer than 35 hours per week thereafter) in a
community service job, and be paid at a rate
which is not greater than 75 percent (or, at
the option of the State. 100 percent) of the
maximum amount of assistance that may be
provided under the State plan approved
under part A to a family of the same size and
composition with no income.

(2) EXCEPTION.—(A) If the participant has
obtained unsubsidized part-time employment
in the private sector, the State shall provjde
the participant with a part-time community
service job.

(B) If the State provides a participant a
part-time community service job under sub-
paragraph (A). the State shall ensure that
the participant works for not fewer than 30
hours per week.

'(3) WAGES NOT CONSIDERED EARNED IN-
COME—Wages paid under a workfare program
shall not be considered to be earned income
for purposes of any provision of law.

(4) COMMUNITY SERVICE JOB DEFJNED.—FOr
purposes of this section. the term 'commu-
nity servicejob means—

'(A) ajob provided to a participant by the
State administering the State plan under
part A; or

"(B) ajob provided to a participant by any
other employer for which all or part of the
wages are paid by the State.
A State may provide or subsidize under the
program any job which the State determines
to be appropriate.

(0 TEMPORARY SUBSIDIZED JOB CR2-
ATION.—A State that establishes a workfare
program under this part may establish a pro-
gram similar to the program operated by the
State of Oregon, which is known as JOBS
Plus'.

•

- (g) WORK SUPPLEMrrA'rIoN PROGRAM.—
'(1) IN GENERAL—A State that establishes

a workfare program under this part may in-
stitute a work supplementation program
under which the State. to the extent it con-
siders appropriate, may reserve the sums
that would otherwise be payable to partici-
pants in the program as a community service
minimum wage and use the sums instead for
the purpose of providing and subsidizing pri-
vate sectorjobs for the participants.

(2) EMPLOYER AGREEMENT—An employer
who provides a private sectorjob to a partic-
ipant under paragraph (I) shall agree to pro-
vide to the participant an amount in wages
equal to the poverty threshold for a family
of three.

'(h) JOB SEARCH REQUIREMENT—The State
shall require each participant to spend a
minimum of 5 hours per week on activities
related to securing unsubsidized full-time
employment in the private sector.

(i) DURATION OF PARTICIPATION.—
(I) IN GENERAL—Except as provided in

paragraph (2), an individual may not partici-
pate for more than 2 years in a workfare pro-
gram under this part.

-. (2) Aw oirry TO ALLOW REPEATED PAR-
TICIPATION.—

(A) IN GENERAL—Subject to subparagraph
(B), a State may allow an individual who, by
reason of paragraph (I), would be prohibited
from participating in the State program es-
tablished under this part to participate in
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the program for such additional period or pe-
riods as the State determines appropriate.

'(B) LIMITATION ON PERCENTAGE OF REPEAT
PARTICIPANTS.—

(i) IN GENERAL—Except as provided in
clause (ii). the number of individuals allowed
under subparagraph (A) to participate during
a program year in a State program estab-
lished under this part shall not exceed 10 per.
cent of the total number of individuals who
participated in the program during the im-
mediately preceding program year.

"(ii) AUTHORJTY TO INCRfASE LIMITATION,—
"(I) PETITION—A State may request the

Secretary to increase the percentage limita-
tion imposed by clause (i) to not more than
15 percent.

(II) AUTHORITY TO GRANT REQUEST—The
Secretary may approve a request made pur-
suant to subclause (I) if the Secretary deems
it appropriate. The Secretary shall develop
recommendations on the criteria that should
be applied in evaluating requests under
subclause (I).

(j) USE OF PLACEMENT COMPANIES—A
State that establishes a workfare program
under this part may enter into contracts
with private companies (whether operated
for profit or not for profit) for the placement
of participants in the program in positions of
full-time employment, preferably in the pri-
vate sector, for wages sufficient to eliminate
the need of such participants for cash assist-
ance in accordance with section 483.

'(k) MAXIMUM OF 3 COrMur'rr' SERVICE
JOBS—A program participant may not re-
ceive more than 3 community service jobs
under the program.

"Part H—Job Placement Voucher Program
"SEC. 490A. J08 PLACEMENT VOUCHER PRO-

GRAM.

'A State that is not operating a workfare
program under part C may establish a job
placement voucher program that meets the
following requirements:

'(1) The program shall offer each program
participant a voucher which the participant
may use to obtain employment in the pri-
vate sector.

(2) An employer who receives a voucher
issued under the program from an individual
may redeem the voucher at any time after
the individual has been employed by the em-
ployer for 6 months, unless another em-
ployee of the employer was displaced by the
employment of the individual.

"(3) Upon presentation of a voucher by an
employer to the State agency responsible for
the administration of the program, the State
agency shall pay to the employer an amount
equal to 50 percent of the total amount of as-
sistance provided under the State plan ap-
proved under part A to the family of which
the individual is a member for the most re-
cent 12 months for which the family was eli-
gible for such assistance.",

(c) FuNDING—Section 413(a), as added by
section 9101 (a) of this Act, is amended—

(I) by striking Subject to" and inserting
the following:

(I) IN GENERAL—Subject to" and
(2) by inserting after and below the end the

following:
'(2) WORK FIRST AND OTHER PROCRAMS.—(A)

Each State that is operating a program in
accordance with a plan approved under part
F and a program in accordance with part G
or H shall be entitled to payments under
paragraph (3) for any fiscal year in an
amount equal to the sum of the applicable
percentages (specified in such paragraph) of
its expenditures to carry Out such programs
(subject to limitations prescribed by or pur-
suant to such parts or this part on expendi-
tures that may be included for purposes of
determining payment under paragraph (3)),
but such payments for any fiscal year in the

S 15931

case of any State may not exceed the limita-
tion determined under subparagraph (B) with
respect to the State.

(B) The limitation determined under this
subparagraph with respect to a State for any
fiscal year is the amount that bears the
same ratio to the amount specified in sub'
paragraph (C) for such fiscal year as the av-
erage monthly number of adult recipients (as
defined in subparagraph (D)) in the State in
the preceding fiscal year bears to the aver-
age monthly number of such recipients in all
the States for such preceding year.

'(C)(i) The amount specified in this sub-
paragraph is—

''(I) $l.600,000.000 for fiscal year 1997;
(II) $1,600,000,000 for fiscal year 1998;
(III) $1,900,000,000 for fiscal year 1999;

'(IV) $2,500,000,000 for fiscal year 2000; and
'(V) $3,200,000,000 for fiscal year 2001: and

(VI) $4,700,000,000 for fiscal year 2002: and
(VII) the amount determined under clause

(ii) for fiscal year 2003 and each succeeding
fiscal year.

(ii) The amount determined under this
clause for a fiscal year is the product of the
following:

(I) The amount specified in this subpara-
graph for the immediately preceding fiscal
year.

'(II) 1.00 plus the percentage (if any) by
which—

(aa) the average of the Consumer Price
Index (as defined in section 1(0(5) of the In-
ternal Revenue Code of 1986) for the most re-
cent 12-month period for which such infor-
mation is available: exceeds

'(bb) the average of the Consumer Price
Index (as so defined) for the 12-month period
ending on June 30 of the 2nd preceding fiscal
year.

'(III) The amount that bears the same
ratio to the amount specified in this sub-
paragraph for the immediately preceding fis-
cal year as the number of individuals whom
the Secretary estimates will participate in
programs operated under part F. G. or H dur-
ing the fiscal year bears to the total number
of individuals who participated in such pro-
grams during such preceding fiscal year.

(D) For purposes of this paragraph, the
term adult recipient' in the case of any
State means an individual other than a de-
pendent child (unless such child is the custo-
dial parent of another dependent child)
whose needs are met (in whole or in part)
with assistance provided under the State
plan approved under this part.

(E) For purposes of subparagraph (D). the
term 'dependent child' means a needy child
(i) who has been deprived of parental support
or care by reason of the death. continued ab'
sence from the home (other than absence oc-
casioned solely by reason of the performance
of active duty in the uniformed services of
the United States), or physical or mental in-
capacity of a parent. and who is living with
his father, mother, grandfather. grand-
mother, brother. sister, stepfather, step-
mother, stepbrother. stepsister, uncle, aunt,
first cousin. nephew, or niece. in a place of
residencemaintained by one or more of such
relatives as his or their own home, and (ii)
who is (I) under the age of eighteen, or (II) at
the option of the State, under the age of
nineteen and a full-time student in a second-
ary school (or in the equivalent level of voca-
tional or technical training). if, before he at-
tains age nineteen, he may reasonably be ex-
pected to complete the program of such sec-
ondary school (or such training).

(F) For purposes of subparagraph (E). the
term 'relative with whom any dependent
child is living' means the individual who is
one of the relatives specified in subpara-
graph (E) and with whom such child is living
(within the meaning of such subsection) in a
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place of residence maintained by such indi-
vidual (himself or together with any one or
more of the other relatives so specified) as
his (or their) own home.

"(3)(A) In lieu of any payment under para-
graph (I) therefor. the Secretary shall pay to
each State that is operating a program in ac-
cordance with a plan approved under part F
and a program in accordance with part G or
H. with respect to expenditures by the State
to carry Out such programs. an amount equal
to—

'(I) with respect to so much of such ex-
penditures in a fiscal year as do not exceed
the States expenditures in the fiscal year
1987 with respect to which payments we1e
made to such State from its allotment for
such fiscal year pursuant to part C of this
title as then in effect. 90 percent: and

(ii) with respect to so much of such ex-
penditures in a fiscal year as exceed the
amount described in clause (i)—

"(I) 50 percent. in the case of expenditures
for administrative costs made by a State igi
operating such programs for such fiscal year
(other than the personnel costs for staff em-
ployed full-time in the operation of such pro-
gram) and the costs of transportation and
other work-related supportive services: and

(II) 60 percent or the Federal medical as-
sistance percentage (as defined in the last
sentence of section 1118). whichever is th
greater. in the case of expenditures made by
a State in operating such programs for such
fiscal year (other than for costs described in
subclause (I)).

• (B) With respect to the amount for which
payment is made to a State under subpara-
graph (A)(i). the States expenditures for the
costs of operating such programs may be in
cash or in kind, fairly evaluated.

• (C) Not more than 10 percent of the
amount payable to a State under this para-
graph for a quarter may be for expenditures
made during the quarter with respect to pro-
gram participants who are not eligible for
assistance under the State plan approved
under this part..

(d) SECRETARY'S SpECI. ADJUSTMENT
FUND—Section 413(a). as added by section
9101 (a) of this Act, is amended by adding at
the end the following:

(4) SECRETARY'S SPECIAL ADJUSTMENT
FUND.—(A) There shall be available to the
Secretary from the amount appropriated for
payments under paragraph (2) for States
programs under parts F and C for fiscal year
1996. $300000000 for special adjustments to
States' limitations on Federal payments for
such programs.

(B) A State may. not later than March 1
and September 1 of each fiscal year, submit
to the Secretary a request to adjust the limi-
tation on payments under this section with
respect to its program under part F (and, in
fiscal years after 1997) its program under
part G for the following fiscal year. The Sec-
retary shall only consider such a request
from a State which has, or which dem-
onstrates convincingly on the basis of esti-
mates that it will, submit allowable claims
for Federal payment in the full amount
available to it under paragraph (2) in the
current fiscal year and obligated 95 percent
of its full amount in the prior fiscal year.
The Secretary shall by regulation prescribe
criteria for the equitable allocation among
the States of Federal payments pursuant to
adjustments of the limitations referred to in
the preceding sentence in the case where the
requests of all States that the Secretary
finds reasonable exceed the amount avail-
able. and, within 30 days following the dates
specified in this paragraph. will notify each
State whether one or more of its limitations
will be adjusted in accordance with the
States request and the amount of the ad-
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justment (which may be some or all of the
amount requested).

(C) The Secretary may adjust the limita-
tion on Federal payments to a State for a
fiscal year under paragraph (2). and upon a
determination by the Secretary that (and
the amount by which) a State's limitation
should be raised, the amount specified in
such paragraph shall be considered to be so
increased for the following fiscal year.

(D) The amount made available under
subparagraph (A) for special adjustments
shall remain available to the Secretary until
expended. That amount shall be reduced by
the sum of the adjustments approved by the
Secretary in any fiscal year. and the amount
shall be increased in a fiscal year by the
amount by which all States limitations
under paragraph (2) of this subsection and
section 2008 for a fiscal year exceeded the
sum of the Federal payments under such
provisons of law for such fiscal year. but for
fiscal years after 1997. such amount at the
end of such fiscal year shall not exceed
$400,000,000.'.

(e) CONFORMING AMENDMENTS.—
(I) Section 1115(b)(2)(A) (42 U.S.C.

1315(b)(2)(A)) is amended by striking '. and
402(a)(19) (relating to the work incentive pro-
gram)".

(2) Section 1108 (42 U.S.C. 1308) is amend-
ed—

(A) in subsection (a), by striking "or. in
the case of part A of title IV, section 403(k)';
and

(B) in subsection (d). by striking '(exclu-
sive of any amounts on account of services
and items to which, in the case of part A of
such title. section 403(k) applies)".

(3) Section 1902(a)(10)(A)(i)(I) (42 U.S.C.
1396a(a) (19) (A) (I) (I)) is amended—

(A) by striking "402(a)(37), 406(h). or': and
(B) by striking "482(e)(6)" and inserting

"486(f)".
(4) Section 1928(a)(1) (42 U.S.C. 1396s(a)(l))

is amended by striking "482(e) (6)' and insert-
ing '486(f).

(f) INTENT OF THE CONGRESS—The Congress
intends for State activities under section 484
of the Social Security Act (as added by the
amendment made by section 9301 (a) of this
Act) to emphasize the use of the funds that
would otherwise be used to provide individ-
uals with assistance under part A of title IV
of the Social Security Act and with food
stamp benefits under the Food Stamp Act of
1977. to subsidize the wages of such individ-
uals in temporary jobs.

(g) SENSE OF THE CONGRESS—It is the sense
of the Congress that States should target in-
dividuals who have not attained 25 years of
age for participation in the program estab-
lished by the State under part F of title IV
of the Social Security Act (as added by the
amendment made by section 9301(a) of this
section) in order to break the cycle of wel-
fare dependency.
SEC. 9302. REGULATIONS.

The Secretary of Health and Human Serv-
ices shall prescribe such regulations as may
be necessary to implement the amendments
made by this subtitle.
SEC. 9303. APPLICABILITY TO STATES.

(a) STATE OFrION TO ACCELERATE APPLICA-
BILITY.—If a State formally notifies the Sec-
i'etary of Health and Human Services that
the State desires to accelerate the applica-
bility to the State of the amendments made
by this subtitle, the amendments shall apply
to the State on and after such earlier date as
the State may select.

(b) STATE OPTION TO DELAY APPLICABILITY
UNTIL WAIVERS EXPIRE—The amendments
made by this subtitle shall not apply to a
State with respect to which there is in effect
a waiver issued under section 1115 of the So-
cal Security Act for the State program es-
tablished under part F of title IV of such
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Act, until the waiver expires, if the State
formally notifies the Secretary of Health and
Human Services that the State desires to so
delay such effective date.

(c) AIJrHORflY OF THE SECRETARY OF
HEALTH AND HUMAN SERVICES TO DELAY AP-
PLICABILITY TO A STATE—If a State formally
notifies the Secretary of Health and Human
Services that the State desires to delay the
applicability to the State of the amendments
made by this title, the amendments shall
apply to the State on and after any later
date agreed upon by the Secretary and the
State.

Subtitle D—Family Responsibility And
Improved Child Support Enforcement

CHAPTER 1—ELIGIBILITY AND OTHER
MA11ERS CONCERNING TITLE IV-D
PROGRAM CLIENTS

SEC. 9401. STATE OBLIGATION TO PROVIDE PA-
TERNITY ESTABLISHMENT AND
CHILD SUPPORT ENFORCEMENT
SERVICES.

(a) STATE LAW REQUIREMENTS.—Section
466(a) (42 U.S.C. 666(a)) is amended by insert-
ing after paragraph (II) the following:

"(12) USE OF CENTRAL CASE REGISTRY AND
CENTRALIZED COLLEC'FIONS uNrr.—Procedures
under which—

(A) every child support order established
or modified in the State on or after October
1. 1998, is recorded in the central case reg-
istry established in accordance with section
454A(e) and

(B) child support payments are collected
through the centralized collections unit es-
tablished in accordance with section 4548—

'(i) on and after October 1. 1998. under each
order subject to wage withholding under sec-
tion 466(b): and

"(ii) on and after October 1. 1999. under
each other order required to be recorded in
such central case registry under this para-
graph or section 454A(e). except as provided
in subparagraph (C): and

"(C)(i) parties subject to a child support
order described in subparagraph (B)(ii) may
opt Out of the procedure for payment of sup-
port through the centralized collections unit
(but not the procedure for inclusion in the
central case registry) by filing with the
State agency a written agreement, signed by
both parties. to an alternative payment pro-
cedure: and

(ii) an agreement described in clause (i)
becomes void whenever either party advises
the State agency of an intent to vacate the
agreement.".

(b) STATE PLAN REQUIREMENTS—Section
454 (42 U.S.C. 654) is amended—

(1) by striking paragraph (4) and inserting
the following:

(4) provide that such State will under-
take—

(A) to provide appropriate services under
this part to—

(i) each child with respect to whom an as-
signment is effective under section
403(b)(l)(E)(i), 471(a)(17). or 1912 (except in
cases where the State agency determines, in
accordance with paragraph (25), that it is
against the best interests of the child to do
so); and

"(ii) each child not described in clause (i)—
(I) with respect to whom an individual ap-

plies for such services; and
(II) (on and after October 1. 1998) each

child with respect to whom a support order
is recorded in the central State case registry
established under section 454A. regardless of
whether application is made for services
under this part; and

(B) to enforce the support obligation es-
tablished with respect to the custodial par-
ent of a child described in subparagraph (A)
unless the parties to the order which estab-
lishes the support obligation have opted. in
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accordance with section 466(a)(12)(C), for an
alternative payment procedure," and

(2) in paragraph (6)—
(A) by striking subparagraph (A) and in-

serting the following:
(A) services under the State plan shall be

made available to nonresidents on the same
terms as to residents:

(B) in subparagraph (B)—
(i) by inserting "on individuals not receiv-

ing assistance under part A' after such
services shall be imposed : arid

(ii) by inserting but no fees or costs shall
be imposed on any absent or custodial parent
or other individual for inclusion in the
central State registry maintained pursuant
to section 454A(e)"; and

(C) in each of subparagraphs (B), (C), and
(D)—

(i) by indenting such subparagraph and
aligning its left margin with the left margin
of subparagraph (A): and

(ii) by striking the final comma and insert-
ing a semicolon.

Ic) CONFORMING AJDNT5.—
(1) Section 452(g)(2)(A) (42 U.S.C.

652(g)(2)(A)) is amended by striking '454(6)"
each place it appears and inserting

454 (4) (A) (ii)'
(2) Section 454(23) (42 U.S.C. 654(23)) is

amended, effective October 1, 1998, by strik-
ing information as to any application fees
for such services and".

(3) Section 466(a) (3) (B) (42 U.S.C.
666(a)(3)(B)) is amended by striking "in the
case of overdue support which a State has
agreed to collect under section 454(6)" and
inserting "in any other case".

(4) Section 466(e) (42 U.S.C. 666(e)) is
amended by striking "or (6)".
SEC. 9402. DISTRIBUTION OF PAYMENTS.

(a) DISTRIBUTIONS TI-uOUGu STATE CHILD
SUPPORT ENFORCEMENT AGENCY TO FORMER
ASSISTANCE REClPINTS.—Section 454(5) (42
U.S.C. 654(5)) is amended—

(I) in subparagraph (A)—
(A) by striking section 402(a)(26) is effec-

tive." and inserting 'section 403(b)(1)(E)(i) is
effective, except as otherwise specifically
provided in section 464 or 466(a) (3),": and

(B) by striking "except that' and all that
follows through the semicolon: and

(2) in subparagraph (B), by striking ', ex-
cept' and all that follows through "medical
assistance'.

(b) DISTRIBU-nON TO A FAMILY Cur'jmy
RECEIVING TEMPORARY EMPLOYMENT ASSIST-
ANCE—Section 457 (42 U.S.C. 657) is amend-
ed—

(1) by striking subsection (a) and redesig-
nating subsection (b) as subsection (a)

(2) in subsection (a) (as so redesignated)—
(A) in the matter preceding paragraph (2),

to read as follows:
"(a) IN THE CASE OF A FAflLY RECEIVING

TEA—Amounts collected under this part
during any month as support of a child who
is receiving assistance under part A (or a
parent or caretaker relative of such a child)
shall (except in the case of a State exercising
the option under subsection (b)) be distrib-
uted as follows:

"(I) an amount equal to the amount that
will be disregarded pursuant to section
402 (d)(2)(C) shall be taken from each of—-

'(A) the amounts received in a month
which represent payments for that month:
and

"(B) the amounts received in a month
which represent payments for a prior month
which were made by the absent parent in
that prior month;
and shall be paid to the family without af-
fecting its eligibility for assistance or de-
creasing any amount otherwise payable as
assistance to such family during such
month;":

(B) in paragraph (4), by striking "or (B)
and all that follows through the period and

inserting ": then (B) from any remainder.
amounts equal to arrearages of such support
obligations assigned, pursuant to part A, to
any other State or States shall be paid t
such other State or States and used to pay
any such arrearages (with appropriate reim-
bursement of the Federal Government to the
extent of its participation in the financing):
and then (C) any remainder shall be paid to
the family."; and

(3) by inserting after subsection (a) (as so
redesignated) the following new subsection:

'(b) ALTERNATIVE DISTRIBUTION IN CASE OF
FAMILY RECEIVING TEA—In the case of a
State electing the option under this sub-
section, amounts collected as described in
subsection (a) shall be distributed as follows:

"(1) an amount equal to the amount that
will be disregarded pursuant to section
402(d) (2) (C) shall be taken from each of—

"(A) the amounts received in a month
which represent payments for that month:
and

"(B) the amounts received in a month
which represent payments for a prior month
which were made by the absent parent in
that prior month;
and shall be paid to the family without af-
fecting its eligibility for assistance or de-
creasing any amount otherwise payable as
assistance to such family during such
month:

'(2) second, from any remainder, amounts
equal to the balance of support owed for the
current month shall be paid to the family:

'(3) third, from any remainder, amounts
equal to arrearages of such support obliga-
tions assigned, pursuant to part A, to the
State making the collection shall be re-
tained and used by such State to pay any
such arrearages (with appropriate reimburse-
ment of the Federal Government to the ex-
tent of its participation in the financing):

'(4) fourth, from any remainder, amounts
equal to arrearages of such support obliga-
tions assigned, pursuant to part A. to any
other State or States shall be paid to such
other State or States and used to pay any
such arrearages (with appropriate reimburse-
ment of the Federal Government to the ex-
tent of its participation in the financing):
and

"(5) fifth, any remainder shall be paid to
the family.".

(c) DISTRIBUTION TO A FAMILY NOT RECEIV-
ING TEA—Section 457(c) (42 U.S.C. 657(c)) is
amended to read as follows:

'(c) DISTRIBUTIONS IN CASE OF FAMILY NOT
RECEIVING TEA—Amounts collected by a
State agency under this part during any
month as support of a child who is not re-
ceiving assistance under part A (or of a par-
ent or caretaker relative of such a child)
shall (subject to the remaining provisions of
this section) be distributed as follows:

"(1) first, amounts equal to the total of
such support owed for such month shall be
paid to the family:

"(2) second, from any remainder, amounts
equal to arrearages of such support obliga-
tions for months during which such child did
not receive assistance under part A shall be
paid to the family;

"(3) third, from any remainder, amounts
equal to arrearages of such support obliga-
tions assigned to the State making the col-
lection pursuant to part A shall be retained
and used by such State to pay any such ar-
rearages (with appropriate reimbursement of
the Federal Government to the extent of its
participation in the financing); and

"(4) fourth, from any remainder, amounts
equal to arrearages of such support obliga-
tions assigned to any other State pursuant
to part A shall be paid to such other State or
States, and used to pay such arrearages, in
the order in which such arrearages accrued
(with appropriate reimbursement of the Fed-
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eral Government to the extent of its partici-
pation in the financing).',

* * * for each fiscal year beginning on or
after October 1, 1998, shall be increased by a
factor reflecting the sum of the applicable
incentive adjustments (if any) determined in
accordance with regulations under this sec-
tion with respect to Statewide paternity es-
tablishment and to overall performance in
child support enforcement,

'(2) STADARDS.—(A) IN GENERAL—The
Secretary shall specify in regulations—

(i) the levels of accomplishment, and
rates of improvement as alternatives to such
levels, which States must attain to qualify
for incentive adjustments under this section;
and

"(ii) the amounts of incentive adjustment
that shall be awarded to States achieving
specified accomplishment or improvement
levels, which amounts shall be graduated,
ranging up to—

(I) 5 percentage points, in connection
with Statewide paternity establishment; and

"(II) 10 percentage points, in connection
with overall performance in child support
enforcement.

(B) LIMITATION—In setting performance
standards pursuant to subparagraph (A)(i)
and adjustment amounts pursuant to sub-
paragraph (A)(ii), the Secretary shall ensure
that the aggregate number of percentage
point increases as incentive adjustments to
all States do not exceed such aggregate in-
creases as assumed by the Secretary in esti-
mates of the cost of this section as of June
1995, unless the aggregate performance of all
States exceeds the pro,ected aggregate per-
formance of all States in such cost esti-
mates.

'(3) DETERMINATION OF INCENTIVE ADJUST-
MENT—The Secretary shall determine the
amount (if any) of incentive adjustment due
each State on the basis of the data submit-
ted by the State pursuant to section
454(15)(B) concerning the levels of accom-
plishment (and rates of improvement) with
respect to performance indicators specified
by the Secretary pursuant to this section,

"(4) FISCAL YEAR SUBJECT TO INCENrIVE
ADJUSThNT,—The total percentage point in-
crease determined pursuant to this section
with respect to a State program in a fiscal
year shall apply as an adjustment to the ap-
plicable percent under section 455(a)(2) for
payments to such State for the succeeding
fiscal year.

"(5) RECYCLING OF INCENTIVE ADJUST-
MENT—A State shall expend in the State
program under this part all funds paid to the
State by the Federal Government as a result
of an incentive adjustment under this sec-
tion.

'(b) MEANING OF TERMS—For purposes of
this section—.

"(1) the term 'Statewide paternity estab-
lishment percentage' means, with respect to
a fiscal year. the ratio (expressed as a per-
centage) of—

"(A) the total number of out-of-wedlock
children in the State under one year of age
for whom paternity is established or ac-
knowledged during the fiscal year, to

(B) the total number of children born Out
of wedlock in the State during such fiscal
year; and

(2) the term 'overall performance in child
support enforcement' means a measure or
measures of the effectiveness of the State
agency in a fiscal year which takes into ac-
count factors including—

"(A) the percentage of cases requiring a
child support order in which such an order
was established;

'(B) the percentage of cases in which child
support is being paid;
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(C) the ratio of child support collected to

child support due: and
(D) the cost-effectiveness of the State

program. as determined in accordance with
standards established by the Secretary in
regulations.'

(b) ADJUsTrENT OF PAYMENTS UNDER PART
D OF TITLE IV.—Section 455(a)(2) (42 U.S.C.
655(a)(2)). as amended by section 9411(a) of
this Act, is amended—

(1) by striking the period at the end of sub-
paragraph (C)(ii) and inserting a comma: and

(2) by adding after and below subparagriph
(C). flush with the left margin of the sub-
section, the following:

increased by the incentive adjustment fac-
tor (if any) determined by the Secretary p1r-
suant to section 458.'.

(c) COrrFORMiNC AMENDMENTS—Section
454(22) (42 U.S.C. 654(22)) is amended—

(1) by striking incentive payments the
first place it appears and inserting 'incen-
tive adjustments and

(2) by striking 'any such incentive pay-
ments made to the State for such period'
and inserting 'any increases in Federal pay-
ments to the State resulting from such in-
centive adjustments

(d) CALCULATION OF IV-1) PATERNITY ES-
TABLISHMENT PERCENTACE.—(l) Section
452(g) (1) (42 U.S.C. 652(g) (1)) is amended n
the matter preceding subparagraph (A) by i-
serting 'its overall performance in child sup-
port enforcement is satisfactory (as defined
in section 458(b) and regulations of the Sec-
retary), and' after 1994'.

(2) Section 452(g)(2) (42 U.S.C. 652(g)(2)) its
amended—

(A) in subparagraph (A). in the matter pre-
ceding clause (i)—

(i) by striking paternity establishment
percentage' and inserting \1 paternity
establishment percentage: and

(ii) by striking (or all States, as the case
may be)':

(B) in subparagraph (A)(i). by striking
•'during the fiscal year

(C) in subparagraph (A)(ii)(I), by striking
"as of the end of the fiscal year" and insert
ing 'in the fiscal year or. at the option of
the State. as of the end of such year';

(ID) in subparagraph (A)(ii)(II). by striking
• 'or (E) as of the end of the fiscal year and
inserting ' in the fiscal year or. at the option
of the State. as of the end of such year":

(E) in subparagraph (A)(iii)—
(i) by striking during the fiscal year":

and
(ii) by striking 'and' at the end: and
(F) in the matter following subparagraph

(A)—
(i) by striking "who were born Out of wed-

lock during the immediately preceding fiscal
year and inserting "born Out of wedlock';

(ii) by striking such preceding fiscal
year both places it appears and inserting
• the preceding fiscal year; and

(iii) by striking ..• (E)" the second place
it appears.

(3) Section 452(g)(3) (42 U.S.C. 652(g)(3)) is
amended—

(A) by striking subparagraph (A) and redes-
ignating subparagraphs (B) and (C) as sub-
paragraphs (A) and (B). respectively;

(B) in subparagraph (A). as redesignated,
by striking the percentage of children born
out-of-wedlock in the State and inserting

the percentage of children in the State who
are born out of wedlock or for whom support
has not been established; and

(C) in subparagraph (B). as redesignated—
(I) by inserting 'and overall performance

in child support enforcement after pater-
nity establishment percentages and

(ii) by inserting and securing support'• be-
fore the period.

(e) REDUcT1ON OF PAYMENTS UNDER PART I)
OF TITLE IV.—
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(1) NEw REQUIREMENTS—Section 455 (42

U.S.C. 655) is amended by inserting after sub-
section (b) the following:

'(c)(l) If the Secretary finds, with respect
to a State program under this part in a fiscal
year beginning on or after October 1. 1997—

on the basis of data submitted by a
State pursuant to section 454(15) (B). that the
State program in such fiscal year failed to
achieve the IV—ID paternity establishment
percentage (as defined in section 452(g) (2) (A))
or the appropriate level of overall perform-
ance in child support enforcement (as de-
fined in section 458(b)(2)). or to meet other
performance measures that may be estab.
lished by the Secretary. or

"(ii) on the basis of an audit or audits of
such State data conducted pursuant to sec-
tion 452(a) (4) (C). that the State data submit-
ted pursuant to section 454(l5)(B) is incom-
plete or unreliable: and

(B) that. with respect to the succeeding
fiscal year—

'(i) the State failed to take sufficient cor-
rective action to achieve the appropriate
performance levels as described in subpara-
graph (A)(1) of this paragraph. or

"(ii) the data submitted by the State pur-
suant to section 454(l5)(B) is incomplete or
unreliable.
the amounts otherwise payable to the State
under this part for quarters following the
end of such succeeding fiscal year. prior to
quarters following the end of the first quar.
ter throughout which the State program is
in compliance with such performance re-
quirement, shall be reduced by the percent-
age specified in paragraph (2).

'(2) The reductions required under para-
graph (1) shall be—

- (A) not less than 6 nor more than 8 per-
cent. or

(B) not less than 8 nor more than 12 per-
cent. if the finding is the second consecutive
finding made pursuant to paragraph (1). or

"(C) not less than 12 nor more than 15 per-
cent, if the finding is the third or a subse-
quent consecutive such finding.

"(3) For purposes of this subsection. sec
tion 405(d). and section 452(a)(4), a State
which is determined as a result of an audit
to have submitted incomplete or unreliable
data pursuant to section 454(l5)(B). shall be
determined to have submitted adequate data
if the Secretary determines that the extent
of the incompleteness or unreliability of the
data is of a technical nature which does not
adversely affect the determination of the
level of the State's performance.'.

(2) Coo14INc AMENDMENTS.—
(A) Section 452(a)(4) (42 U.S.C. 652(a)(4)) is

amended by striking '403(h)" each place
such term appears and inserting "455(c)'.

(B) Subsections (d)(3)(A). (g)(l). and
(g)(3)(A) of section 452 (42 U.S.C. 652) are each
amended by striking '403(h)" and inserting
"455(c)'.

(f) EFFEcnvE DATES.—
(1) INCEmivE ADJUSTMENTS.—(A) The

amendments made by subsections (a). (b).
and (c) shall become effective October 1, 1997.
except to the extent provided in subpara-
graph (B).

(B) Section 458 of the Social Security Act.
as in effect prior to the enactment of this
section. shall be effective for purposes of in-
centive payments to States for fiscal years
prior to fiscal year 1999.

(2) PENALrY REDUCTIONS.—(A) The amend-
ments made by subsection (d) shall become
effective with respect to calendar quarters
beginning on and after the date of enactment
of this Act.

(B) The amendments made by subsection
(e) shall become effective with respect to cal-
endar quarters beginning on and after the
date one year after the date of enactment of
this Act.
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SEC. 9413. FEDERAL AND STATE REVIEWS AND

AUDITS.

(a) STATE AGENCY ACTiVITIES—Section 454
(42 U.S.C. 654) is amended—

(1) in paragraph (14). by striking '(14) and
inserting '(4) (A):

(2) by redesignating paragraph (15) as sub-
paragraph (B) of paragraph (14): and

(3) by inserting after paragraph (14) the fol-
lowing new paragraph:

(15) provide for—
'(A) a process for annual reviews of and re-

ports to the Secretary on the State program
under this part. which shall include such in-
formation as may be necessary to measure
State compliance with Federal requirements
for expedited procedures and timely case
processing. using such standards and proce-
dures as are required by the Secretary, under
which the State agency will determine the
extent to which such program is in conform-
ity with applicable requirements with re-
spect to the operation of State programs
under this part (including the status of com-
plaints filed under the procedure required
under paragraph (12)(B)); and

(B) a process of extracting from the State
automated data processing system and
transmitting to the Secretary data and cal-
culations concerning the levels of accom-
plishment (and rates of improvement) with
respect to applicable performance indicators
(including IV—D paternity establishment per-
centages and overall performance in child
support enforcement) to the extent nec-
essary for purposes of sections 452(g) and
458.

(b) FEDERAL ACT1VITIES.—Section 452(a)(4)
(42 U.S.C. 652(a) (4)) is amended to read as fol-
lows:

'(4)(A) review data and calculations trans-
mitted by State agencies pursuant to section
454(l5)(B) on State program accomplish-
ments with respect to performance indica-
tors for purposes of section 452(g) and 458,
and determine the amount (if any) of penalty
reductions pursuant to section 455(c) to be
applied to the State;

(B) review annual reports by State agen-
cies pursuant to section 454(l5)(A) on State
program conformity with Federal require-
ments: evaluate any elements of a State pro-
gram in which significant deficiencies are in-
dicated by such report on the status of com-
plaints under the State procedure under sec-
tion 454(12)(B); and, as appropriate, provide
to the State agency comments, recommenda-
tions for additional or alternative corrective
actions, and technical assistance; and

(C) conduct audits, in accordance with
the government auditing standards of the
United States Comptroller General—

'(i) at least once every 3 years (or more
frequently. in the case of a State which fails
to meet requirements of this part. or of regu-
lations implementing such requirements.
concerning performance standards and reli-
ability of program data) to assess the com-
pleteness. reliability, and security of the
data, and the accuracy of the reporting sys-
tems. used for the calculations of perform-
ance indicators specified in subsection (g)
and section 458:

'(ii) of the adequacy of financial manage-
ment of the State program. including assess-
ments of.—

(I) whether Federal and other funds made
available to carry out the State program
under this part are being appropriately ex-
pended. and are properly and fully accounted
for: and

(II) whether collections and disburse-
ments of support payments and program in-
come are carried Out correctly and are prop-
erly and fully accounted for; and

'(iii) for such other purposes as the Sec-
retary may find necessary:'.
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(c) EFFECTIVE DATE—The amendments

made by this section shall be effective with
respect to calendar quarters beginning on or
after the date one year after enactment of
this section.
SEC. 94i4. REQUiRED REPORTiNG PROCEDURES.

(a) ESTABLISHMErtF,—Section 452(a)(5) (42
U.S.C. 652(a)(5)) is amended by inserting
and establish procedures to be followed by
States for collecting and reporting informa-
tion required to be provided under this part.
and establish uniform definitions (including
those necessary to enable the measurement
of State compliance with the requirements
of this part relating to expedited processes
and timely case processing) to be applied in
following such procedures' before the semi-
colon,

(b) STATE PLAN REQUIREMEi'iT.—Section 454
(42 U.S.C. 654), as amended by section 9404(a)
of this Act, is amended—

(I) by striking 'and at the end of para-
graph (24);

(2) by striking the period at the end of
paragraph (25) and inserting "; and; and

(3) by adding after paragraph (25) the fol-
lowing:

"(26) provide that the State shall use the
definitions established under section 452(a) (5)
in collecting and reporting information as
required under this part.'.
SEC. 94i5. AUTOMATED DATA PROCESSiNG RE-

QUiREMENTS.
(a) REVISED REQuiREt.rs,—(l) Section

454(16) (42 U.S.C. 654(16)) is amended—
(A) by striking ". at the option of the

State.
(B) by inserting 'and operation by the

State agency after "for the establishment:
(C) by inserting 'meeting the requirements

of section 454A' after information retrieval
system";

(D) by striking 'in the State and localities
thereof, so as (A)' and inserting "so as";

(E) by striking (i)": and
(F) by striking (including and all that

follows and inserting a semicolon.
(2) Part D of title IV (42 U.S.C. 651—669) is

amended by inserting after section 454 the
following new section:

"AUFOMATED DATA PROCESSINC
"SEC. 454A. (a) IN GENERAL—In order to

meet the requirements of this section. for
purposes of the requirement of section
454(16), a State agency shall have in oper-
ation a single statewide automated data
processing and information retrieval system
which has the capability to perform the
tasks specified in this section, and performs
such tasks with the frequency and in the
manner specified in this part or in regula-
tions or guidelines of the Secretary.

'(b) PROGRAM MANACENT.—The auto-
mated system required under this section
shall perform such functions as the Sec-
retary may specify relating to management
of the program under this part. including—

"(1) controlling and accounting for use of
Federal. State. and local funds to carry out
such program; and

(2) maintaining the data necessary to
meet Federal reporting requirements on a
timely basis.

'(c) CALCULATION OF PERFORMANCE INDICA-
TORS—In order to enable the Secretary to
determine the incentive and penalty adjust-
ments required by sections 452(g) and 458. the
State agency shall—

'(1) use the automated system—
-. (A) to maintain the requisite data on

State performance with respect to paternity
establishment and child support enforcement
in the State; and

(B) to calculate the IV—D paternity estab-
lishment percentage and overall performance
in child support enforcement for the State
for each fiscal year: and

-. (2) have in place systems controls to en-
sure the completeness, and reliability of. and
ready access to, the data described in para-
graph (1)(A). and the accuracy of the calcula
tions described in paragraph (l)(B).

(d) INFORMATION INTEcRi-rY AND SECU-
RITY.—The State agency shall have in effect
safeguards on the integrity, accuracy, and
completeness of, access to, and use of data in
the automated system required under this
section, which shall include the following (in
addition to such other safeguards as the Sec-
retary specifies in regulations):

"(1) POLICIES RESTRICTINC ACCESS—Written
policies concerning access to data by State
agency personnel, and sharing of data with
other persons, which—

-. (A) permit access to and use of data only
to the extent necessary to carry out program
responsibilities;

-. (B) specify the data which may be used
for particular program purposes, and the per-
sonnel permitted access to such data; and

-

- (C) ensure that data obtained or disclosed
for a limited program purpose is not used or
redisclosed for another. impermissible pur-
pose.

-. (2) SYSTEMS CONTROLS—Systems controls
(such as passwords or blocking of fi.elds) to
ensure strict adherence to the policies speci-
fied under paragraph (I).

-, (3) MONTTORINC OF ACCESS.—Routine mon-
itoring of access to and use of the automated
system, through methods such as audit trails
and feedback mechanisms, to guard against
and promptly identify unauthorized access
or use.

(4) TRAININC AND INFORMATION—The
State agency shall have in effect procedures
to ensure that all personnel (including State
and local agency staff and contractors) who
may have access to or be required to use sen-
sitive or confidential program data are fully
informed of applicable requirements and pen-
alties. and are adequately trained in security
procedures.

(5) PENALTIES—The State agency shall
have in effect administrative penalties (up to
and including dismissal from employment)
for unauthorized access to. or disclosure or
use of. confidential data.".

(3) RECtJLATIONS.—Section 452 (42 U.S.C.
652) is amended by adding at the end the fol-
lowing:

'(i) The Secretary shall prescribe final reg-
ulations for implementation of the require-
ments of section 454A not later than 2 years
after the date of the enactment of this sub-
section.".

(4) IMPLEMENTATION TIMETLE.—Section
454(24) (42 U.S.C. 654(24)). as amended by sec-
tions 9404(a)(2) and 9414(b) (1) of this Act, is
amended to read as follows:

"(24) provide that the State will have in ef-
fect an automated data processing and infor-
mation retrieval system—

"(A) by October 1. 1995. meeting all re-
quirements of this part which were enacted
on or before the date of enactment of the
Family Support Act of 1988: and

"(B) by October 1, 1999, meeting all re-
quirements of this part enacted on or before
the date of enactment of the Omnibus Budg-
et Reconciliation Act of 1995 (but this provi-
sion shall not be construed to alter earlier
deadlines specified for elements of such sys-
tem). except that such deadline shall be ex-
tended by I day for each day (if any) by
which the Secretary fails to meet the dead-
line imposed by section 452(j) of this Act;".

(b) SPECIAL FEDERAL MATCHINC RATE FOR
DEVELOPMENT COSTS OF AWOMATED SYS-
TEMS.—Section 455(a) (42 U.S.C. 655(a)) is
amended—

(I) in paragraph (I)(B)—
(A) by striking "90 percent' and inserting

the percent specified in paragraph (3)';
(B) by striking 'so much of'; and
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(C) by striking "which the Secretary' and

all that follows and inserting ", and' and
(2) by adding at the end the following new

paragraph;
"(3) (A) The Secretary shall pay to each

State, for each quarter in fiscal year 1996, 90
percent of so much of State expenditures de-
scribed in subparagraph (I)(B) as the Sec-
retary finds are for a system meeting the re-
quirements specified in section 454(16). or
meeting such requirements without regard
to clause (D) thereof.

"(B)(i) The Secretary shall pay to each
State. for each quarter in fiscal years 1997
through 2001, the percentage specified in
clause (ii) of so much of State expenditures
described in subparagraph (I)(B) as the Sec-
retary finds are for a system meeting the re-
quirements specified in section 454(16) and
454A. subject to clause (iii).

'(ii) The percentage specified in this
clause. for purposes of clause (i), is the high-
er of—

(I) 80 percent. or
"(II) the percentage otherwise applicable

to Federal payments to the State under sub-
paragraph (A) (as adjusted pursuant to sec-
tion 458).''.

(c) CONFORMINC AMENDMENT—Section
123(c) of the Family Support Act of 1988 (102
Stat. 2352; Public Law 100-485) is repealed.

(d) ADDITIONAL PROVISIONS—For addi-
tional provisions of section 454A. as added by
subsection (a) of this section, see the amend-
ments made by sections 9421. 9422(c), and
9433(d) of this Act.
SEC. 94i6. DIRECTOR OF CSE PROGRAM; STAFF-

iNG STUDY.
(a) REPORTING TO SECRETARY—Section

452(a) (42 U.S.C. 652(a)) is amended in the
matter preceding paragraph (I) by striking
"directly".

(b) STAFF-INC STUDIES.—
(I) SCOPE—The Secretary of Health and

Human Services shall. directly or by con-
tract. conduct studies of the staffing of each
State child support enforcement program
under part D of title IV of the Social Secu-
rity Act. Such studies shall include a review
of the staffing needs created by requirements
for automated data processing. maintenance
of a central case registry and centralized col-
lections of child support. and of changes in
these needs resulting from changes in such
requirements. Such studies shall examine
and report on effective staffing practices
used by the States and on recommended
staffing procedures.

(2) FREQUENCY OF STUDiES—The Secretary
shall complete the first staffing study re-
quired under paragraph (I) by October 1. 1997.
and may conduct additional studies subse-
quently at appropriate intervals.

(3) REPORT TO TF CONCRES$,—The Sec-
retary shall submit a report to the Congress
stating the findings and conclusions of each
study conducted under this subsection.
SEC. 9417. FUNDING FOR SECRETARIAL ASSIST-

ANCE TO STATE PROGRAMS.
Section 452 (42 U.S.C. 652). as amended by

section 9415(a) (3) of this Act. is amended by
adding at the end the following new sub-
section:

(k) FUNDiNG FOR FEDERAL ACTIVITIES AS-
SISTINC STATE PROCRAMS.—(I) There shall be
available to the Secretary. from amounts ap-
propriated for fiscal year 1996 and each suc-
ceeding fiscal year for payments to States
under this part. the amount specified in
paragraph (2) for the costs to the Secretary
for—

(A) information dissemination and tech-
nical assistance to States. training of State
and Federal staff. staffing studies, and relat-
ed activities needed to improve programs
(including technical assistance concerning
State automated systems);
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'(B) research, demonstration, and special

projects of regional or national significance
relating to the operation of State programs
under this part: and

'(C) operation of the Federal Parent Loa-
tor Service under section 453. to the extent
such costs are not recovered through user
fees.

'(2) The amount specified in this para-
graph for a fiscal year is the amount equal to
a percentage of the reduction in Federal pay-
ments to States under part A on account of
child support (including arrearages) col-
lected in the preceding fiscal year on behalf
of children receiving assistance under State
plans approved under part A in such preced-
ing fiscal year (as determined on the basis of
the most recent reliable data available to
the Secretary as of the end of the third cal-
endar quarter following the end of such pro-
ceding fiscal year), equal to—

"(A) 1 percent, for the activities specified
in subparagraphs (A) and (B) of paragraph
(1): and

(3) 2 percent. for the activities specified
in subparagraph (C) of paragraph (1).".
SEC. 9418. REPORTS AND DATA COLLECTION BY

THE SECRETARY.
(a) ANNUAL REPORT TO CONGRESs.—(l) Sec-

tion 452(a)(l0)(A) (42 U.S.C. 652(a)(10)(A)) i;
amended—

(A) by striking 'this part:" and inserting
'this part, including—": and

(B) by adding at the end the following in-
dented clauses:

'(i) the total amount of child support pay-
ments collected as a result of services fur-
nished during such fiscal year to individuals
receiving services under this part;

"(ii) the cost to the States and to the Fed-
eral Government of furnishing such services
to those individuals: and

'(iii) the number of cases involving fami-
lies— -

"(I) who became ineligible for assistance
under a State plan approved under part A
during a month in such fiscal year: and

"(II) with respect to whom a child support
payment was received in the same month:'.

(2) Section 452(a)(1O)(C) (42 U.S.C.
652(a)(lO)(C)) is amended—

(A) in the matter preceding clause (i)—
(i) by striking "with the data required

under each clause being separately stated for
cases" and inserting 'separately stated for
(1) cases":

(ii) by striking "cases where the child was
formerly receiving" and inserting 'or for-
merly received":

(iii) by inserting 'or 1912" after
'471 (a) (17)'; and

(iv) by inserting "(2)' before all other';
(B) in each of clauses (i) and (ii). by strik-

ing , and the total amount of such obliga-
tions":

(C) in clause (iii), by striking "described
in'• and all that follows and inserting "in
which support was collected during the fiscal
year:':

(D) by striking clause (iv): and
(E) by redesignating clause (v) as clause

(vii), and inserting after clause (iii) the fol-
lowing new clauses:

'(iv) the total amount of support collected
during such fiscal year and distributed as
current support;

(v) the total amount of support collected
during such fiscal year and distributed as ar-
rearages:

'(vi) the total amount of support due and
unpaid for all fiscal years: and".

(3) Section 452(a)(10)(G) (42 U.S.C.
652(a)(10)(G)) is amended by striking "on the
use of Federal courts and'.

(4) Section 452(a)(10) (42 U.S.C. 652(a) (10)) is
amended by striking all that follows sub-
paragraph (I).

(b) DATA COLLECTION AND REPORTING—Sec-
tion 469 (42 U.S.C. 669) is amended—
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(1) by striking subsections (a) and (b) and

inserting the following:
(a) The Secretary shall collect and main-

tain, on a fiscal year basis, up-to-date statis-
tics. by State. with respect to services to es-
tablish paternity and services to establish
child support obligations, the data specified
in subsection (b). separately stated, in the
case of each such service, with respect to—

"(I) families (or dependent children) re-
ceiving assistance under State plans ap-
proved under part A (or E): and

"(2) families not receiving such assistance.
'(b) The data referred to in subsection (a)

are—
"(1) the number of cases in the caseload of

the State agency administering the plan
under this part in which such service is need-
ed: and

"(2) the number of such cases in which the
service has been provided.": and

(2) in subsection (c), by striking "(a)(2)"
and inserting "(b)(2)".

(c) EFFECTIVE DATE—The amendments
made by this section shall be effective with
respect to fiscal year 1996 and succeeding fis-
cal years.

CHAPTER 3—LOCATE AND CASE
TRACKING

SEC. 9421. CENTRAL STATE AND CASE REGISTRY.
Section 454A, as added by section 9415(a)(2)

of this Act, is amended by adding at the end
the following:

"(e) CENTRAL CASE REGISTRY.—(1) IN GEN-
ERAL. —The automated system required
under this section shall perform the func-
tions, in accordance with the provisions of
this subsection, of a single central registry
containing records with respect to each case
in which services are being provided by the
State agency (including, on and after Octo-
ber 1. 1998, each order specified in section
466(a)(12)). using such standardized data ele-
ments (such as names, social security num-
bers or other uniform identification num-
bers, dates of birth, and case identification
numbers), and containing such other infor-
mation (such as information on case status)
as the Secretary may require.

"(2) PAYMENT RECORDS—Each case record
in the central registry shall include a record
of—

(A) the amount of monthly (or other pen-
odic) support owed under the support order.
and other amounts due or overdue (including
arrears, interest or late payment penalties,
and fees):

"(B) the date on which or circumstances
under which the support obligation will ter-
minate under such order:

"(C) all child support and related amounts
collected (including such amounts as fees,
late payment penalties, and interest on ar-
rea rages):

"(D) the distribution of such amounts col-
lected: and

"(E) the birth date of the child for whom
the child support order is entered,

"(3) UPDATING ANT) MONITORING—The State
agency shall promptly establish and main-
tain, and regularly monitor, case records in
the registry required by this subsection, on
the basis of—

'(A) information on administrative actions
and administrative and judicial proceedings
ind orders relating to paternity and support:

"(B) information obtained from matches
with Federal, State, or local data sources:

"(C) information on support collections
and distributions; and

'(D) any other relevant information.
(f) DATA MATCHES AND OTHER DISCLO-

SURES OF INFORMATION—The automated sys-
tem required under this section shall have
the capacity. and be used by the State agen-
cy. to extract data at such times, and in such
standardized format or formats, as may be
required by the Secretary, and to share and
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match data with. and receive data from.
othr data bases and data matching services.
in order to obtain (or provide) information
necessary to enable the State agency (or
Secretary or other State or Federal agen-
cies) to carry Out responsibilities under this
part. Data matching activities of the State
agency shall include at least the following:

(1) DATA BANK OF CHILD SUPPORT OR-
DERS.—Furnish to the Data Bank of Child
Support Orders established under section
453(h) (and update as necessary. with infor-
mation including notice of expiration of or
ders) minimal information (to be specified by
the Secretary) on each child support case in
the central case registry.

(2) FEDERAL PARENT LOCATOR SERViCE.—
Exchange data with the Federal Parent Lo-
cator Service for the purposes specified in
section 453.

'(3) TEMPORARY EMPLOYMENT ASSISTANCE
PROGRAM AND MED]CAID AGENCIES—Exchange
data with State agencies (of the State and of
other States) administering the programs
under part A and title XIX, as necessary for
the performance of State agency responsibil-
ities under this part and under such pro-
grams.

(4) INTRA- AND INTERSTATE DATA
MATCHES—Exchange data with other agen-
cies of the State, agencies of other States.
and interstate information networks. as nec-
essary and appropriate to carry out (or assist
other States to carry out) the purposes of
this part.".
SEC. 9422. CENTRALIZED COLLECTION AND DIS-

BURSEMENT OF SUPPORT PAY
MENTS.

(a) STATE PLAN REQuIREMENT—Section 454
(42 U.S.C. 654). as amended by sections 9404(a)
and 9414(b) of this Act, is amended—

(1) by striking "and" at the end of para-
graph (25);

(2) by striking the period at the end of
paragraph (26) and inserting '; and": and

(3) by adding after paragraph (26) the fol-
lowing new paragraph:

"(27) provide that the State agency. on and
after October 1, 1998—

"(A) will operate a centralized, automated
unit for the collection and disbursement of
child support under orders being enforced
under this part, in accordance with section
454B: and

'(B) will have sufficient State staff (con-
sisting of State employees), and (at State op-
tion) contractors reporting directly to the
State agency to monitor and enforce support
collections through such centralized unit. in-
cluding carrying out the automated data
processing responsibilities specified in sec-
tion 454A(g) and to impose, as appropriate in
particular cases, the administrative enforce-
ment remedies specified in section
466(c) (I).".

(b) ESTABLISHMENT OF CENTRALIZED COL-
LECTION UNrr.—Part D of title IV (42 U.S.C.
651-669) is amended by adding after section
454A the following new section:

'CENTRALIZED COLLECTION AND DISBURSEMENT
OF SUPPORT PAYMENTS

"SEC. 454B. (a) IN GENERAL—In order to
meet the requirement of section 454(27). the
State agency must operate a single central-
ized. automated unit for the collection and
disbursement of support payments. coordi-
nated with the automated data system re-
quired under section 454A. in accordance
with the provisions of this section. which
shall be—

(1) operated directly by the State agency
(or by two or more State agencies under a re-
gional cooperative agreement). or by a single
contractor responsible directly to the State
agency: and
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(2) used for the collection and disburse-

ment (including interstate collection and
disbursement) of payments under support or-
ders in all cases being enforced by the State
pursuant to section 454(4).

(b) REQUIRED PROCEDURS.—The central-
ized collections unit shall use automated
procedures, electronic processes, and com-
puter-driven technology to the maximum ex-
tent feasible, efficient, and economical, for
the collection and disbursement of support
payments. including procedures—

(1) for receipt of payments from parents.
employers, and other States, and for dis-
bursements to custodial parents and other
obligees, the State agency. and the State
agencies of other States;

•

(2) for accurate identification of pay-
ments:

• '(3) to ensure prompt disbursement of the
custodial parent's share of any payment: and

(4) to furnish to either parent, upon re-
quest. timely information on the current
status of support payments.".

(c) USE OF AUTOMATED SYSTEM—Section
454A. as added by section 9415(a)(2) of this
Act and as amended by section 9421 of this
Act, is amended by adding at the end the fol-
lowing new subsection:

(g) CENTRALIZED COLLECTION AND DIS-
TRIBUTION OF SUPPORT PAYMENTS—The auto-
mated system required under this section
shall be used, to the maximum extent fea-
sible, to assist and facilitate collections and
disbursement of support payments through
the centralized collections unit operated
pursuant to section 454B. through the per-
formance of functions including at a mini-
mum—

(1) generation of orders and notices to
employers (and other debtors) for the with-
holding of wages (and other income)—

(A) within two working days after receipt
(from the directory of New Hires established
under section 453(i) or any other source) of
notice of and the income source subject to
such withholding: and

'(B) using uniform formats directed by the
Secretary:

(2) ongoing monitoring to promptly iden-
tify failures to make timely payment: and

(3) automatic use of enforcement mecha-
nisms (including mechanisms authorized
pursuant to section 466(c)) where payments
are not timely made.".

(d) EFFECTIVE DATE—The amendments
made by this section shall become effective
on October 1, 1998.
SEC. 9423. AMENDMENTS CONCERNING INCOME

WITHHOLDING.
(a) MANDATORY INCOME WIThI-EOLDINC.—(1)

Section 466(a)(l) (42 U.S.C. 666(a)(1)) is
amended to read as follows:

"(1) INCOME WTrHHOLDINC.—(A) UNDER OR-
DERS ENFORCED UNDER ThE STATE PLAN—Pro-
cedures described in subsection (b) for the
withholding from income of amounts pay.
able as support in cases subject to enforce-
ment under the State plan.

(B) UNDER CERTAIN ORDERS PREDATING
CHANCE IN REQUIREMENT—Procedures under
which all child support orders issued (or
modified) before October 1, 1996, and which
are not otherwise subject to withholding
under subsection (b). shall become subject to
withholding from wages as provided in sub-
section (b) if arrearages occur, without the
need for a judicial or administrative hear-
ing.

(2) Section 466(a)(8) (42 U.S.C. 666(a)(8)) is
repealed.

(3) Section 466(b) (42 U.S.C. 666(b)) is
amended—

(A) in the matter preceding paragraph (1),
by striking 'subsection (a)(1)" and inserting
'subsection (a)(1)(A)";

(B) in paragraph (5). by striking all that
follows 'administered by" and inserting

"the State through the centralized collec-
tions unit established pursuant to section
454B. in accordance with the requirements of
such section 454B,":

(C) in paragraph (6)(A)(i)—
(i) by inserting ". in accordance with time-

tables established by the Secretary," after
"must be required": and

(ii) by striking "to the appropriate agen-
cy" and all that follows and inserting "to
the State centralized collections unit within
5 working days after the date such amount
would (but for this subsection) have been
paid or credited to the employee, for dis-
tribution in accordance with this part.":

(D) in paragraph (6)(A)(ii), by inserting "be
in a standard format prescribed by the Sec-
retary. and" after 'shall': and

(E) in paragraph (6)(D)—
(i) by striking "employer who discharges"

and inserting "employer who—(A) dis-
charges";

(ii) by relocating subparagraph (A). as des-
ignated. as an indented subparagraph after
and below the introductory matter:

(iii) by striking the period at the end; and
(iv) by adding after and below subpara-

graph (A) the following new subparagraph:
"(B) fails to withhold support from wages.

or to pay such amounts to the State central.
ized collections unit in accordance with this
subsection.'.

(b) CONFORJ4iNC AMENDMENT—Section
466(c) (42 U.S.C. 666(c)) is repealed.

(c) DEFINITION OF TERMS—The Secretary
shall promulgate regulations providing defi-
nitions, for purposes of part D of title IV of
the Social Security Act, for the term 'in-
come" and for such other terms relating to
income withholding under section 466(b) of
such Act as the Secretary may find it nec-
essary or advisable to define.
SEC. 9424. LOCATOR INFORMATION FROM INTER-

STATE NETWORKS.
Section 466(a) (42 U.S.C. 666(a)), as amended

by section 9423(a)(2) of this Act, is amended
by inserting after paragraph (7) the follow-
ing:

"(8) LOCATOR INFORMATION FROM INTER-
STATE NETWORKS—Procedures ensuring that
the State will neither provide funding for,
nor use for any purpose (including any pur-
pose unrelated to the purposes of this part).
any automated interstate network or system
used to locate individuals—

'(A) for purposes relating to the use of
motor vehicles: or

(B) providing information for law enforce-
ment purposes (where child support enforce-
ment agencies are otherwise allowed access
by State and Federal law).
unless all Federal and State agencies admin-
istering programs under this part (including
the entities established under section 453)
have access to information in such system or
network to the same extent as any other
user of such system or network.".
SEC. 9425. EXPANDED FEDERAL PARENT LOCA-

TOR SERVICE.
(a) EXPANDED AUTHORITY TO LOCATE INDI-

VIDUALS AND ASSETS—Section 453 (42 U.S.C.
653) is amended—

(I) in subsection (a). by striking all that
follows "subsection (c))' and inserting the
following:

for the purpose of establishing parentage,
establishing, setting the amount of. modify-
ing, or enforcing child support obligations—

(1) information on. or facilitating the dis-
covery of. the location of any individual—

"(A) who is under an obligation to pay
child support:

"(B) against whom such an obligation is
sought: or

"(C) to whom such an obligation is owed,
including such individual's social security
number (or numbers), most recent residen-
tial address, and the name, address, and em-
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ployer identification number of such individ-
ual's employer: and

"(2) information on the individual's wages
(or other income) from. and benefits of. em-
ployment (including rights to or enrollment
in group health care coverage); and

"(3) information on the type. status, loca-
tion. and amount of any assets of, or debts
owed by or to. any such individual.": and

(2) in subsection (b)—
(A) in the matter preceding paragraph (1).

by striking "social security" and all that
follows through "absent parent" and insert-
ing "information specified in subsection
(a)": and

(B) in paragraph (2). by inserting before the
period ". or from any consumer reporting
agency (as defined in section 603(1) of the
Fair Credit Reporting Act (15 U.S.C.
168 Ia(1))'':

(3) in subsection (e)(1). by inserting before
the period ". or by consumer reporting agen-
cies".

(b) REIMBURSEMENT FOR DATA FROM FED-
ERAL AGENCIES—Section 453(e)(2) (42 U.S.C.
653(e)(2)) is amended in the fourth sentence
by inserting before the period "in an amount
which the Secretary determines to be rea-
sonable payment for the data exchange
(which amount shall not include payment for
the costs of obtaining, compiling. or main-
taining the data)".

(c) ACCESS TO CONSUMER REPORTS UNDER
FAIR CREDIT REPORTING ACT.—(1) Section 608
of the Fair Credit Reporting Act (15 U.S.C.
16811) is amended—

(A) by striking '. limited to" and inserting
'to a governmental agency (including the

entire consumer report, in the case of a Fed-
eral. State. or local agency administering a
program under part D of title IV of the So-
cial Security Act. and limited to"; and

(B) by striking "employment, to a govern-
mental agency" and inserting 'employment.
in the case of any other governmental agen-
cy)

(2) REIMBURSEMENT FOR REPORTS BY STATE
AGENCIES AND CREDIT BUpUS.—Section 453
(42 U.S.C. 653) is amended by adding at the
end the following new subsection:

"(g) The Secretary is authorized to reim-
burse costs to State agencies and consumer
credit reporting agencies the costs incurred
by such entities in furnishing information
requested by the Secretary pursuant to this
section in an amount which the Secretary
determines to be reasonable payment for the
data exchange (which amount shall not in-
clude payment for the costs of obtaining.
compiling, or maintaining the data).".

(d) DISCLOSURE OF TAX RETURN INFORMA-
TION.—(1) Section 6103(1)(6)(A)(ii) of the In.
ternal Revenue Code of 1986 is amended by
striking ", but only if' and all that follows
and inserting a period.

(2) Section 6103(1) (8) (A) of the Internal Rev-
enue Code of 1986 is amended by inserting
"Federal," before "State or local".

(e) TECHNICAL AMENDMENTS.—
(1) Sections 452(a)(9). 453(a). 453(b), 463(a),

and 463(e) (42 U.S.C. 652(a)(9), 653(a). 653(b),

663(a). and 663(e)) are each amended by in-
serting "Federal" before "Parent" each
place it appears.

(2) Section 453 (42 U.S.C. 653) is amended in
the heading by adding "FEDERAL" before
• 'PARENT".

(1) NEw COMpONTS.—Section 453 (42
U.S.C. 653), as amended by subsection (c)(2)

of this section. is amended by adding at the
end the following:

'(h) DATA BANI( OF C-IILD SUPPORT OR-
DERS.—

"(1) IN GENERAL—Not later than October 1,
1998. In order to assist States in administer-
ing their State plans under this part and
parts A. F, and C. and for the other purposes
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specified in this section. the Secretary shall
establish and maintain in the Federal Parent
Locator Service an automated registry to be
known as the Data Bank of Child Support
Orders, which shall contain abstracts of
child support orders and other information
described in paragraph (2) on each case in
each State central case registry maintained
pursuant to section 454A(e), as furnished
(and regularly updated). pursuant to secton
454A(f). by State agencies administering pro-
grams under this part.

(2) CASE INFORMATION—The information
referred to in paragraph (I), as specified by
the Secretary. shall include sufficient infor-
mation (including names, social security
numbers or other uniform identification
numbers, and State case identification num-
bers) to identify the individuals who owe or
are owed support (or with respect to or on
behalf of whom support obligations are
sought to be established), and the State or
States which have established or modified,
or are enforcing or seeking to establish, such
an order.

(i) DIRECTORY OF NEW HIRES.—
"(1) 1N GEr'ERAL.—NOt later than October 1.

1998. In order to assist States in administe--
ing their State plans under this part and
parts A. F. and C. and for the other purposes
specified in this section, the Secretary shaY,l
establish and maintain in the Federal Parent
Locator Service an automated directory to
be known as the directory of New Hires, con-
taining—

(A) information supplied by employers on
each newly hired individual, in accordance
with paragraph (2): and

"(B) information supplied by State agen.
cies administering State unemployment
compensation laws, in accordance with para
graph (3).

(2) EMPLOYER INFORMATION.—
(A) 1NFORMATION REQUIRED—Subject to

subparagraph (D). each employer shall fur-
nish to the Secretary. for inclusion in the di-
rectory established under this subsection.
not later than 10 days after the date (on or
after October 1. 1998) on which the employer
hires a new employee (as defined in subpara-
graph (C)). a report containing the name,
date of birth, and social security number of
such employee, and the employer identifica-
tion number of the employer.

"(B) REPORTING METHOD AND FORMAT—The
Secretary shall provide for transmission of
the reports required under subparagraph (A)
using formats and methods which minimize
the burden on employers, which shall in-
clude—

(i) automated or electronic transmission
of such reports;

"(ii) transmission by regular mail; and
"(iii) transmission of a copy of the form re-

quired for purposes of compliance with sec-
tion 3402 of the Internal Revenue Code of
1986.

(C) EMPLOYEE DEFINED.—For purposes of
this paragraph. the term employee' means
any individual subject to the requirement of
section 3402(f')(2) of the Internal Revenue
Code of 1986.

(D) PAPERWORK REDUCTION REQuIRE-
MENT.—As required by the information re-
sources management policies published by
the Director of the Office of Management
and Budget pursuant to section 3504(b)(1) of
title 44. United States Code, the Secretary.
in order to minimize the cost and reporting
burden on employers, shall not require re-
porting pursuant to this paragraph if an al-
ternative reporting mechanism can be devel-
oped that either relies on existing Federal or
State reporting or enables the Secretary to
collect the needed information in a more
cost-effective and equally expeditious man-
ner. taking into account the reporting costs
on employers.
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(E) CIVIL MONEY PENALTY ON NONCOMPLY-

INC EMPLOYERS.—(i) Any employer that fails
to make a timely report in accordance with
this paragraph with respect to an individual
shall be subject to a civil money penalty. for
each calendar year in which the failure oc-
curs. of the lesser of $500 or 1 percent of the
wages or other compensation paid by such
employer to such individual during such cal-
endar year.

'(ii) Subject to clause (iii). the provisions
of section 1128A (other than subsections (a)
and (b) thereof) shall apply to a civil money
penalty under clause (i) in the same manner
as they apply to a civil money penalty or
proceeding under section 1 128A(a).

"(iii) Any employer with respect to whom
a penalty under this subparagraph is upheld
after an administrative hearing shall be lia-
ble to pay all costs of the Secretary with re-
spect to such hearing.

(3) EMPLOYMETrr SECURITY INFORMATION.—
(A) REPORTINC REQUIREMENT—Each State

agency administering a State unemployment
compensation law approved by the Secretary
of Labor under the Federal Unemployment
Tax Act shall furnish to the Secretary of
Health and Human Services extracts of the
reports to the Secretary of Labor concerning
the wages and unemployment compensation
paid to individuals required under section
303(a)(6). in accordance with subparagraph
(B).

(B) MANNER OF COMPLIANCE—The extracts
required under subparagraph (A) shall be fur-
nished to the Secretary of Health and
Human Services on a quarterly basis, with
respect to calendar quarters beginning on
and after October 1. 1996. by such dates, in
such format, and containing such informa-
tion as required by that Secretary in regula-
tions.

(j) DATA MATCHES AND OTHER DISCLO-
SURES

(1) VERIFICATIOr'J BY SOCIAL SECURITY AD-
MINISTRAT]oN.—(A) The Secretary shal)
transmit data on individuals and employers
maintained under this section to the Social
Security Administration to the extent nec-
essary for verification in accordance with
subparagraph (B).

(B) The Social Security Administration
shall verify the accuracy of. correct or sup-
ply to the extent necessary and feasible, and
report to the Secretary, the following infor-
mation in data supplied by the Secretary
pursuant to subparagraph (A):

• (i) the name, social security number. and
birth date of each individual: and

'(ii) the employer identification number of
each employer.

(2) Ci-uLD SUPPORT LOCATOR MATCHES—For
the purpose of locating individuals for pur-
poses of paternity establishment and estab-
lishment and enforcement of child support.
the Secretary shall—

(A) match data in the directory of New
Hires against the child support order ab-
stracts in the Data Bank of Child Support
Orders not less often than every 2 working
days; and

(B) report information obtained from
such a match to concerned State agencies
operating programs under this part not later
than 2 working days after such match,

(3) DATA MATCFIES AND DISCLOSURES OF
)ATA IN ALL REGISTRIES FOR TITLE IV PRO-
CRAM PURPOSES—The Secretary shall—

(A) perform matches of data in each com-
ponent of the Federal Parent Locator Serv-
ce maintained under this section against
data in each other such component (other
than the matches required pursuant to para-
graph (1)), and report information resulting
from such matches to State agencies operat-
ing programs under this part and parts A. F,
nd C; and
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(B) disclose data in such registries to

such State agencies.
to the extent, and with the frequency, that
the Secretary determines to be effective in
assisting such States to carry Out their re-
sponsibilities under such programs.

(k) FEES.—
(1) FOR SSA VERIFICATION—The Secretary

shall reimburse the Commissioner of Social
Security, at a rate negotiated between the
Secretary and the Commissioner, the costs
incurred by the Commissioner in performing
the verification services specified in sub-
section (j).

(2) FOR INFORMATION FROM SESAS,—The
Secretary shall reimburse costs incurred by
State employment security agencies in fur-
nishing data as required by subsection (j)(3),
at rates which the Secretary determines to
be reasonable (which rates shall not include
payment for the costs of obtaining, compil-
ing. or maintaining such data).

(3) FOR INFORMATION FURNISHED TO STATE
AND FEDERAL ACENCIES,—.State and Federal
agencies receiving data or information from
the Secretary pursuant to this section shall
reimburse the costs incurred by the Sec-
retary in furnishing such data or informa-
tion, at rates which the Secretary deter-
mines to be reasonable (which rates shall in-
clude payment for the costs of obtaining.
verifying. maintaining, and matching such
data or information).

(1) RESTRICTION ON DISCLOSURE AND USE.—
Data in the Federal Parent Locator Service.
and information resulting from matches
using such data, shall not be used or dis-
closed except as specifically provided in this
section,

(m) REm'rr1ON OF DATA—Data in the
Federal Parent Locator Service, and data re-
sulting from matches performed pursuant to
this section. shall be retained for such period
(determined by the Secretary) as appropriate
for the data uses specified in this section.

(n) INFORMATION INTEGRITY AND SECU-
RITY—The Secretary shall establish and im-
plement safeguards with respect to the enti-
ties established under this section designed
to—

(1) ensure the accuracy and completeness
of information in the Federal Parent Locator
Service: and

(2) restrict access to confidential infor-
mation in the Federal Parent Locator Serv-
ice to authorized persons. and restrict use of
such information to authorized purposes.

(o) LIMIT ON LIABILITY—The Secretary
shall not be liable to either a State or an in-
dividual for inaccurate information provided
to a component of the Federal Parent Loca-
tor Service section and disclosed by the Sec-
retary in accordance with this section,",

(g) CONFORMINC AMENDMENTS.—
(I) TO PAgT 0 OF TITLE IV OF THE SOCIAL SE-

CURITY ACT—Section 454(8)(B) (42 U.S.C.
654(8) (B)) is amended to read as follows:

"(B) the Federal Parent Locator Service
established under section 453;'.

(2) TO FEDERAL UNEMPLOYMENT TAX ACT.—
Section 3304(16) of the Internal Revenue Code
of 1986 is amended—

(A) by striking 'Secretary of Health, Edu-
cation, and Welfare' each place such term
appears and inserting "Secretary of Health
and Human Services";

(B) in subparagraph (B). by striking "such
information' and all that follows and insert-

ing "information furnished under subpara-
graph (A) or (B) is used only for the purposes
authorized under such subparagraph;

(C) by striking "and' at the end of sub-
paragraph (A);

(D) by redesignating subparagraph (B) as
subparagraph (C); and

(E) by inserting after subparagraph (A) the
following new subparagraph:
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(B) wage and unemployment compensa-

tion information contained in the records of
such agency shall be furnished to the Sec-
retary of Health and Human Services (in ac-
cordance with regulations promulgated by
such Secretary) as necessary for the pur-
poses of the directory of New Hires estab-
lished under section 453(i) of the Social Secu-
rity Act. and'•.

(3) To STATE GRANT PROGRAM UNDER TITLE
III OF THE SOCIAL SECURITY ACT—Section
303(a) (42 U.S.C. 503(a)) is amended—

(A) by striking and at the end of para-
graph (8);

(B) by striking the period at the end of
paragraph (9) and inserting and ': and

(C) by adding after paragraph (9) the fol-
lowing new paragraph:

(10) The making of quarterly electronic
reports, at such dates, in such format, and
containing such information, as required by
the Secretary of Health and Human Services
under section 453(i)(3), and compliance with
such provisions as such Secretary may find
necessary to ensure the correctness and ver-
ifIcation of such reports.'.
SEC. 9426. USE OF SOCIAL SECURITY NUMBERS.

(a) STATE LAW REQUIREMENT—Section
466(a) (42 U.S.C. 666(a)). as amended by sec-
tion 9401 (a) of this Act, is amended by insert-
ing after paragraph (12) the following:

'(13) SOCIAL SECURiTY NUMBERS REQUIRED.—
Procedures requiring the recording of social
security numbers—

(A) of both parties on marriage licenses
and divorce decrees; and

(B) of both parents, on birth records and
child support and paternity orders..

(b) CLARiFICATION OF FEDERAL POLICY.—
Section 205(c) (2) (C) (ii) (42 U.S.C.
405(c) (2) (C) (ii)) is amended by striking the
third sentence and inserting "This clause
shall not be considered to authorize disclo-
sure of such numbers except as provided in
the preceding sentence.".

CHAPTER 4—STREAMLINING AND
UNIFORMITY OF PROCEDURES

SEC. 9431. ADOPTION OF LThZIFORM STATE LAWS.
Section 466(a) (42 U.S.C. 666(a)). as amended

by sections 9401 (a) and 9426(a) of this Act, is
amended inserting after paragraph (13) the
following:

(14) INTERSTATE ENFORCEMENT.—(A) ADOP-
TIOPZ OF UIFSA.—Procedures under which the
State adopts in its entirety (with the modi-
fications and additions specified in this para-
graph) not later than January 1, 1997, and
uses on and after such date, the Uniform
Interstate Family Support Act, as approved
by the National Conference of Commis-
sioners on Uniform State Laws in August,
1992.

(B) EXPANDED APPLICATION OF UIFSA,-—The
State law adopted pursuant to subparagraph
(A) shall be applied to any case—

• (i) involving an order established or modi-
fied in one State and for which a subsequent
modifIcation is sought in another State. or

- (ii) in which interstate activity is re-
quired to enforce an order.

• (C) JURiSDICTION TO MODIFY ORDERS—The
State law adopted pursuant to subparagraph
(A) of this paragraph shall contain the fol-
lowing provision in lieu of section 611(a) (1) of
the Uniform Interstate Family Support Act
described in such subparagraph (A):

(1) the following requirements are met:
(i) the child, the individual obligee. and

the obligor—
(I) do not reside in the issuing State; and

-, (II) either reside in this State or are sub-
ject to the jurisdiction of this State pursu-
ant to section 201: and

'(ii) (in any case where another State is
exercising or seeks to exercise jurisdiction
to modify the order) the conditions of sec-
tion 204 are met to the same extent as re-

quired for proceedings to establish orders;
or',

- - (D) SERVICE OF PROCESS—The State law
adopted pursuant to subparagraph (A) shall
recognize as valid, for purposes of any pro-
ceeding subject to such State law, service of
process upon persons in the State (and proof
of such Service) by any means acceptable in
another State which is the initiating or re-
sponding State in such proceeding.

(E) COOPERATION BY EMPLOYERS—The
State law adopted pursuant to subparagraph
(A) shall provide for the use of procedures
(including sanctions for noncompliance)
under which all entities in the State (includ-
ing for-profit, nonprofit, and governmental
employers) are required to provide promptly,
in response to a request by the State agency
of that or any other State administering a
program under this part, information on the
employment, compensation, and benefits of
any individual employed by such entity as
an employee or contractor.".
SEC. 9432. IMPROVEMENTS TO FULL FAITH AND

CREDIT FOR CHILD SUPPORT OR-
DERS.

Section 1738B of title 28, United States
Code, is amended—

(I) in subsection (a)(2), by striking 'sub-
section (e)" and inserting "subsections (e),
(f), and (i)':

(2) in subsection (b), by inserting after the
2nd undesignated paragraph the following:

child's home State' means the State in
which a child lived with a parent or a person
acting as parent for at least six consecutive
months immediately preceding the time of
filing of a petition or comparable pleading
for support and, if a child is less than six
months old, the State in which the child
lived from birth with any of them, A period
of temporary absence of any of them is
counted as part of the six-month period.";

(3) in subsection (c), by inserting 'by a
court of a State" before 'is made";

(4) in subsection (c)(l). by inserting "and
subsections (e), (f) and (g)" after located":

(5) in subsection (d)—
(A) by inserting individual" before "con-

testant": and
(B) by striking subsection (e)" and insert-

ing 'subsections (e) and (f)';
(6) in subsection (e), by striking "make a

modification of a child support order with re-
spect to a child that is made' and inserting
"modify a child support order issued";

(7) in subsection (e)(l), by inserting 'pursu-
ant to subsection (i)' before the semicolon:

(8) in subsection (e)(2)—
(A) by inserting 'individual" before "con-

testant" each place such term appears: and
(B) by striking "to that court's making the

modification and assuming" and inserting
"with the State of continuing. exclusiveju-
risdiction for a court of another State to
modify the order and assume";

(9) by redesignating subsections (1) and (g)
as subsections (g) and (h), respectively;

(10) by inserting after subsection (e) the
following:

(1) RECOGNITION OF CHILD SUPPORT OR-
DERS—If one or more child support orders
have been issued in this or another State
with regard to an obligor and a child, a court
shall apply the following rules in determin-
ing which order to recognize for purposes of
continuing, exclusive jurisdiction and en-
forcement:

'(1) If only one court has issued a child
support order, the order of that court must
be recognized.

(2) If two or more courts have issued child
support orders for the same obligor and
child, and only one of the courts would have
continuing. exclusive jurisdiction under this
section, the order of that court must be rec-
ognized.
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"(3) If two or more courts have issued child

support orders for the same obligor and
child, and only one of the courts would have
continuing, exclusive jurisdiction under this
section, an order issued by a court in the
current home State of the child must be rec-
ognized. but if an order has not been issued
in the current home State of the child, the
order most recently issued must be recog-
nized.

"(4) If two or more courts have issued child
support orders for the same obligor and
child, and none of the courts would have con-
tinuing. exclusive jurisdiction under this
section. a court may issue a child support
order. which must be recognized.

(5) The court that has issued an order rec-
ognized under this subsection is the court
having continuing, exclusivejurisdiction,";

(II) in subsection (g) (as so redesignated)—
(A) by striking "PRiOR" and inserting

"MODIFIED": and
(B) by striking 'subsection (e)" and insert-

ing "subsections (e) and (f)';
(12) in subsection (h) (as so redesignated)—
(A) in paragraph (2), by inserting 'includ-

ing the duration of current payments and
other obligations of support' before the
comma: and

(B) in paragraph (3), by inserting 'arrears
under" after "enforce'•; and

(13) by adding at the end the following:
(i) REGISTRATION FOR MODWLCATIOrJ,—If

there is no individual contestant or child re-
siding in the issuing State, the party or sup-
port enforcement agency seeking to modify.
or to modify and enforce, a child support
order issued in another State shall register
that order in a State with jurisdiction over
the nonmovant for the purpose of modifIca-
tion.".
SEC. 9433. STATE LAWS PROVIDING EXPEDITED

PROCEDURES.

(a) STATE LAW REQUIREMENTS—Section 466
(42 U.S.C. 666) is amended—

(I) in subsection (a)(2), in the first sen-
tence, to read as follows: 'Expedited admin-
istrative and judicial procedures (including
the procedures specifIed in subsection (c)) for
establishing paternity and for establishing,
modifying, and enforcing support obliga-
tions:': and

(2) by adding after subsection (b) the fol-
lowing new subsection:

(c) EXPEDITED PROCEDURES—The proce-
dures specified in this subsection are the fol-
lowing:

"(I) ADMINISTRATIVE ACTION BY STATE
AGENCY—Procedures which give the State
agency the authority (and recognize and en-
force the authority of State agencies of
other States). without the necessity of ob-
taining an order from any other judicial or
administrative tribunal (but subject to due
process safeguards, including (as appro-
priate) requirements for notice. opportunity
to contest the action. and opportunity for an
appeal on the record to an independent ad-
ministrative or judicial tribunal), to take
the following actions relating to establish-
ment or enforcement of orders:

"(A) GENETIC TESTING—To order genetic
testing for the purpose of paternity estab-
lishment as provided in section 466(a) (5).

"(B) DEFAULT ORDERS—To enter a default
order. upon a showing of service of process
and any additional showing required by
State law—

-' (i) establishing paternity, in the case of
any putative father who refuses to submit to
genetic testing; and

"(ii) establishing or modifying a support
obligation, in the case of a parent (or other
obligor or obligee) who fails to respond to
notice to appear at a proceeding for such
purpose.
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(C) SUBPOENAS—TO subpoena any finan-

cial or other information needed to estab-
lish. modify. or enforce an order, and to
sanction failure to respond to any such sub-
poena.

(D) ACCESS TO PERSONAL AND FINANCIAL
INFORMATION—To obtain access, subject to
safeguards on privacy and information secu-
rity, to the following records (including
automated access, in the case of records
maintained in automated data bases):

'(i) records of other State and local gov-
ernment agencies. including—

(I) vital statistics (including records of
marriage, birth, and divorce):

(II) State and local tax and revenue
records (including information on residence
address, employer, income and assets):

(III) records concerning real and tided
personal property;

(IV) records of occupational and profes-
sional licenses, and records concerning the
ownership and control of corporations. part-
nerships, and other business entities:

(V) employment security records;
(VI) records of agencies administering

public assistance programs;
'(VII) records of the motor vehicle depart-

ment; and
(VIII) corrections records: and
(ii) certain records held by private enti-

ties, including—
(I) customer records of public utilitics

and cable television companies; and
(II) information (including information

on assets and liabilities) on individuals whD
owe or are owed support (Or against or with
respect to whom a support obligation is
sought) held by financial institutions (sub-
ject to limitations on liability of such enti
ties arising from affording such access).

(E) INCOiE WIThHOLDJNC.—To order in-
come withholding in accordance with sub
section (a)(1) and (b) of section 466.

(F) CHiCE IN PAYEE.—(In cases where
support is subject to an assignment under
section 403(b)(l)(E)(i), 471 (a)(17), or 1912. or to
a requirement to pay through the centralized
collections unit under section 454B) upon
providing notice to obligor and obligee, to
direct the obligor or other payor to change
the payee to the appropriate government en-
tity.

(G) SECURE ASSETS TO SATISFY ARREAR-
ACES—For the purpose of securing overdue
support—

(i) to intercept and seize any periodic or
lump-sum payment to the obligor by or
through a State or local government agency.
including—

(I) unemployment compensation. work-
ers' compensation, and other benefits:

"(II) judgments and settlements in cases
under the jurisdiction of the State or local
government: and

"(III) lottery winnings;
(ii) to attach and seize assets of the obli-

gor held by financial institutions;
(iii) to attach public and private retire-

ment funds in appropriate cases, as deter-
mined by the Secretary: and

(iv) to impose liens in accordance with
paragraph (a)(4) and, in appropriate cases, to
force sale of property and distribution of pro-
ceeds,

(H) INCREASE MONTHLY PAYMENTS—For
the purpose of securing overdue support. to
increase the amount of monthly support pay-
ments to include amounts for arrearages
(subject to Such conditions or restrictions as
the State may provide).

(I) SUSPENSION OF DRJVERS' LICENSES—To
suspend drivei-s' licenses of individuals owing
past-due support. in accordance with sub-
section (a)(16).

(2) SUBsTANTIvE AND PROCEDURAL
IULES.—The expedited procedures required
under subsection (a)(2) shall include the fol-
lowing rules and authority, applicable with
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respect to all proceedings to establish pater-
nity or to establish. modify. or enforce sup-
port orders:

(A) LOCATOR INFORMATION: PRESUMPTIONS
CONCERNING NOTICE—Procedures under
which—

Ci) the parties to any paternity or child
support proceedings are required (subject to
privacy safeguards) to file with the tribunal
before entry of an order, and to update as ap-
propriate. information on location and iden-
tity (including Social Security number, resi-
dential and mailing addresses, telephone
number, drivers license number, and name,
address, and telephone number of employer):
and

"(ii) in any subsequent child support en-
forcement action between the same parties,
the tribunal shall be authorized, upon suffi-
cient showing that diligent effort has been
made to ascertain such party's current loca-
tion, to deem due process requirements for
notice and service of process to be met. with
respect to such party, by delivery to the
most recent residential or employer address
so filed pursuant to clause (i).

(B) STATEWiDE JURISDICTION—Procedures
under which—

(i) the State agency and any administra-
tive or judicial tribunal with authority to
hear child support and paternity cases exerts
statewide jurisdiction over the parties. and
orders issued in such cases have statewide ef-
fect; and

"(ii) (in the case of a State in which orders
in such cases are issued by local jurisdic-
tions) a case may be transferred betweenju-
risdictions in the State without need for any
additional filing by the petitioner. or service
of process upon the respondent. to retainju-
risdiction over the parties.".

(c) EXCEPTIONS FROM STATE LAW REQUIRE-
MENTS—Section 466(d) (42 U.S.C. 666(d)) is
amended—

(1) by striking "(d) If" and inserting the
following:

(d) EXEMPTIONS FROM REQUIREMENTS.—
"(I) IN GENERAL—Subject to paragraph (2),

if'; and
(2) by adding at the end the following new

paragraph;
(2) NONEXEMPT REQUIREMENTS—The Sec-

retary shall not grant an exemption from the
requirements of—

(A) subsection (a)(5) (concerning proce-
dures for paternity establishment);

"(B) subsection (a)(10) (concerning modi-
fication of orders);

(C) subsection (a)(l2) (concerning record-
ing of orders in the central State case reg-
istry):

(D) subsection (a)(l3) (concerning record-
ing of Social Security numbers):

"(E) subsection (a)(14) (concerning inter-
state enforcement): or

(F) subsection (c) (concerning expedited
procedures), other than paragraph (1)(A)
thereof (concerning establishment or moth-
fIcation of support amount).".

(d) AUTOMATION OF STATE AGENCY FUNC-
TIONS—Section 454A, as added by section
9415(a) (2) of this Act and as amended by sec-
tions 9421 and 9422(c) of this Act. is amended
by adding at the end the following new sub-
section:

(h) EXPEDITED ADMINISTRATIVE PROCE-
DURES—The automated system required
under this section shall be used, to the maxi-
unum extent feasible. to implement any expe-
dited administrative procedures required
under section .466(c).".
CHAPTER 5—PATERNITY ESTABLISHMENT
EEC. 9441. SENSE OF THE CONGRESS.

It is the sense of the Congress that social
services should be provided in hospitals to
women who have become pregnant as a re-
sult of rape or incest.
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SEC. 9442. AVAILABILITY OF PARENTING SOCIAL

SERVICES FOR NEW FATHERS.

Section 466(a) (42 U.S.C. 666(a)), as amended
by sections 9401(a). 9426(a). and 9431 of this
Act, is amended by inserting after paragraph
(14) the following:

"(15) Procedures for providing new fathers
with positive parenting counseling that
stresses the importance of paying child sup-
port in a timely manner, in accordance with
regulations prescribed by the Secretary.".
SEC. 9443. COOPERATION REQUIREMENT AND

GOOD CAUSE EXCEPTION.

(a) IN GENERAL—Section 454 (42 U.S.C. 654)
is amended—

(1) by striking "and" at the end of para-
graph (23):

(2) by striking the period at the end of
paragraph (24) and inserting "; and": and

(3) by inserting after paragraph (24) the fol-
lowing:

"(25) provide that the State agency admin-
istering the plan under this part—

"(A) will make the determination specified
under paragraph (4), as to whether an indi-
vidual is cooperating with efforts to estab-
lish paternity and secure support (or has
good cause not to cooperate with such ef-
forts) for purposes of the requirements of
sections 403(b)(l)(E)(i) and 1912;

"(B) will advise individuals. both orally
and in writing, of the grounds for good cause
exceptions to the requirement to cooperate
with such efforts:

"(C) will take the best interests of the
child into consideration in making the deter-
mination whether such individual has good
cause not to cooperate with such efforts:

"(D)(i) will make the initial determination
as to whether an individual is cooperating
(or has good cause not to cooperate) with ef-
forts to establish paternity within 10 days
after such individual is referred to such
State agency by. the State agency admin-
istering the program under part A of title
XIX;

"(ii) will make redeterminations as to co-
operation or good cause at appropriate inter-
vals; and

"(iii) will promptly notify the individual,
and the State agencies administering such
programs. of each such determination and
redetermination;

(E) with respect to any child born on or
after the date 10 months after enactment of
this provision, will not determine (or rede-
termine) the mother (or other custodial rel-
ative) of such child to be cooperating with
efforts to establish paternity unless such in-
dividual furnishes—

'(i) the name of the putative father (or fa-
thers): and

"(ii) sufficient additional information to
enable the State agency. if reasonable efforts
were made. to verify the identity of the per-
son named as the putative father (including
such information as the putative father's
present address. telephone number, date of
birth, past or present place of employment.
school previously or currently attended. and
names and addresses of parents. friends. or
relatives able to provide location infomia-
tion, or other information that could enable
service of process on such person). and

"(F)(i) (where a custodial parent who was
initially determined not to be cooperating
(or tO have good cause not to cooperate) is
later determined to be cooperating or to
have good cause not to cooperate) will imme-
diately notify the State agencies administer-
ing the programs under part A of title XIX
that this eligibility condition has been met:
and

"(ii) (where a custodial parent was ini-
tially determined to be cooperating (or tO
have good cause not to cooperate)) will not
later determine such individual not to be co-
operating (or not to have good cause not to
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cooperate) until such individual has been af-
forded an opportunity for a hearing.'•.

(b) MEDICAID AMENDMENTS—Section 1912(a)
(42 U.S.C. 1396k(a)) is amended—

(I) in paragraph (l)(B), by inserting (ex-
cept as provided in paragraph (2)) after to
cooperate with the State;

(2) in subparagraphs (B) and (C) of para-
graph (1) by striking ". unless' and all that
follows and inserting a semicolon; and

(3) by redesignating paragraph (2) as para-
graph (5). and inserting after paragraph (1)
the following new paragraphs:

(2) provide that the State agency will im-
mediately refer each applicant or recipient
requiring paternity establishment services
to the State agency administering the pro-
gram under part D of title IV:

"(3) provide that an individual will not be
required to cooperate with the State, as pro-
vided under paragraph (1), if the individual is
found to have good cause for refusing to co-
operate, as determined in accordance with
standards prescribed by the Secretary, which
standards shall take into consideration the
best interests of the individuals involved—

• (A) to the satisfaction of the State agen-
cy administering the program under part D.
as deter-mined in accordance with section
454(25). with respect to the requirements to
cooperate with efforts to establish paternity
and to obtain support (including medical
support) from a parent: and

(B) to the satisfaction of the State agercy
administering the program under this title.
with respect to other requirements to co-
operate under paragraph (1):

(4) provide that (except as provided in
paragraph (5)) an applicant requiring pater-
nity establishment services (other than an
individual presumptively eligible pursuant
to section 1920) shall not be eligible for medi-
cal assistance under this title until such ap-
plicant—

(i) has furnished to the agency admin-
istering the State plan under part D of title
IV the information specified in section
454(25)(E): or

• (ii) has been determined by such agency
to have good cause not to cooperate: and

(5) provide that the provisions of para-
graph (4) shall not apply with respect to an
applicant—

(i) if such agency has not, within 10 days
after such individual was referred to such
agency. provided the notification required by
section 454(25) (D) (iii), until such notification
is received): and

(ii) if such individual appeals a deter-
mination that the individual lacks good
cause for noncooperation, until after such
determination is affirmed after notice and
opportunity for a hearing.

(c) EFFECTIVE DA1. —The amendments
made by this section shall be effective with
respect to applications filed in or after the
first calendar quarter beginning tO months
or more after the date of the enactment of
this Act (or such earlier quarter as the State
may select) for assistance under a State plan
approved under part A of title IV of the So-
cial Security Act or for medical assistance
under a State plan approved under title XIX
of such Act.
SEC. 9444. FEDERAL MATCHING PAYMENTS.

(a) INCREASED BASE MATCHING RATE—Sec-
tion 455(a)(2) (42 U.S.C. 655(a)(2)) is amended
to read as follows:

(2) The applicable percent for a quarter
for purposes of paragraph (l)(A) is—

(A) for fiscal year 1996. 69 percent:
(B) for fiscal year 1997, 72 percent: arid
(C) for fiscal year 1998 and succeeding fis-

cal years. 75 percent.'.
(b) MAINTENANCE OF EFFORT—Section 455

(42 U.S.C. 655) is amended—
(1) in subsection (a)(1). in the matter pre-

ceding subparagraph (A). by striking From
and inserting Subject to subsection (c).
from': and

(2) by inserting after subsection (b) the fol-
lowing:

CONGRESSIONAL RECORD — SENATE
(c) MAINTENANCE OF EFFORT—Notwith-

standing subsection (a). total expenditures
for the State program under this part for fis-
cal year 1996 and each succeeding fiscal year.
reduced by the percentage specified for such
fiscal year under subparagraph (A), (B), or
(C)(i) of paragraph (2). shall not be less than
such total expenditures for fiscal year 1995.
reduced by 66 percent..
SEC. 9445. STATE LAWS CONCERNING PATERNITY

ESTABLISHMENT.
(a) STATE LAWS REQU]RED.—Section

466(a)(5) (42 U.S.C. 666(a) (5)) is amended—
(1) by striking "(5)" and inserting the fol-

lowing:
"(5) PROCEDURES CONCERNINC PATERNITY ES-

TABLISHMENT.—';
(2) in subparagraph (A)—
(A) by striking '(A)(i)" and inserting the

following:
(A) ESTABLISHMENT PROCESS AVAILABLE

FROM BIRTH UNTIL ACE EIGHTEEN.—(j)": and
(B) by indenting clauses (i) and (ii) so that

the left margin of such clauses is 2 ems to
the right of the left margin of paragraph (4);

(3) in subparagraph (B)—
(A) by striking (B)" and inserting the fol-

lowing:
(B) PROCEDURES CONCERNING CENETIC

TESTJNC.—(i)':
(B) in clause (i). as redesignated, by insert-

ing before the period . where such request is
supported by a sworn statement (I) by such
party alleging paternity setting forth facts
establishing a reasonable possibility of the
requisite sexual contact of the parties. or (II)
by such party denying paternity setting
forth facts establishing a reasonable possi-
bility of the nonexistence of sexual contact
of the parties:':

(C) by inserting after and below clause (i)
(as redesignated) the following new clause:

(ii) Procedures which require the State
agency. in any case in which such agency or-
ders genetic test ing—

(I) to pay costs of such tests, subject to
recoupment (where the State so elects) from
the putative father if paternity is estab-
lished: and

(II) to obtain additional testing in any
case where an original test result is dis-
puted. upon request and advance payment by
the disputing party.':

(4) by striking subparagraphs (C) and (D)
and inserting the following:

(C) PATERNITY ACKNOWLEDGMENT.—(i) Pro-
cedures for a simple civil process for volun-
tarily acknowledging paternity under which
the State must provide that, before a mother
and a putative father can sign an acknowl-
edgment of paternity, the putative father
and the mother must be given notice, orally.
in writing, and in a language that each can
understand, of the alternatives to. the legal
consequences of. and the rights (including, if
I parent is a minor, any rights afforded due
to minority status) and responsibilities that
arise from, signing the acknowledgment.

(ii) Such procedures must include a hos-
pital-based program for the voluntary ac-
knowledgment of paternity focusing on the
period immediately before or after the birth
of a child.

"(iii) Such procedures must require the
State agency responsible for maintaining
birth records to offer voluntary paternity es-
tablishment services.

(iv) The Secretary shall prescribe regula-
tions governing voluntary paternity estab-
lishment services offered by hospitals and
birth record agencies. The Secretary shall
prescribe regulations specifying the types of
other entities that may offer voluntary pa-
ternity establishment services, and govern-
ing the provision of such services, which
shall include a requirement that such an en-
tity must use the same notice provisions
used by. the same materials used by. provide
the personnel providing such services with
the same training provided by, and evaluate
the provision of such services in the same
manner as, voluntary paternity establish-
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ment programs of hospitals and birth record
agencies.

(v) Such procedures must require the
State and those required to establish pater-
nity to use only the affidavit developed
under section 452(a)(7) for the voluntary ac-
knowledgment of paternity, and to give full
faith and credit to such an affidavit signed in
any other State.

(D) STATUS OF SIGNED PATERNITY AC-
KNOWLEDGMENT.—(i) Procedures under which
a signed acknowledgment of paternity is
considered a legal finding of paternity, sub-
ject to the right of any signatory to rescind
the acknowledgment within 60 days.

"(ii)(I) Proceduresunder which, after the
60-day period referred to in clause (i). a
signed acknowledgment of paternity may be
challenged in court only on the basis of
fraud, duress, or material mistake of fact.
with the burden of proof upon the challenger.
and under which the legal responsibilities
(including child support obligations) of any
signatory arising from the acknowledgment
may not be suspended during the challenge.
except for good cause shown.

"(II) Procedures under which, after the 60-
day period referred to in clause (i), a minor
who signs an acknowledgment of paternity
other than in the presence of a parent or
court-appointed guardian ad litem may re-
scind the acknowledgment in a judicial or
administrative proceeding. until the earlier
of—

(aa) attaining the age of majority: or
(bb) the date of the first judicial or ad-

ministrative proceeding brought (after the
signing) to establish a child support obliga-
tion, visitation rights, or custody rights with
respect to the child whose paternity is the
subject of the acknowledgment. and at which
the minor is represented by a parent. guard-
ian ad litem, or attorney.":

(5) by striking subparagraph (E) and insert-
ing the following:

(E) B ON ACKNOWLEDCMENT RATIFICA-
TION PROCEEDINGS—Procedures under which
nojudicial or administrative proceedings are
required or permitted to ratify an unchal-
lenged acknowledgment of paternity.":

(6) by striking subparagraph (F) and insert-
ing the following:

(F) ADMISSIBILITY OF GENETIC TESTINC RE-
SULTS—Procedures—

(i) requiring that the State admit into
evidence, for purposes of establishing pater-
nity. results of any genetic test that is—

"(I) of a type generally acknowledged. by
accreditation bodies designated by the Sec-
retary. as reliable evidence of paternity: and

(II) performed by a laboratory approved
by such an accreditation body:

(ii) that any objection to genetic testing
results must be made in writing not later
than a specified number of days before any
hearing at which such results may be intro-
duced into evidence (or, at State option. not
later than a specified number of days after
receipt of such results): and

(iii) that, if no objection is made, the test
results are admissible as evidence of pater-
nity without the need for foundation testi-
mony or other proof of authenticity or accu-
racy.": and

(7) by adding after subparagraph (H) the
following new subparagraphs:

(I) NO RIGHT TO JURY TRIAL—Procedures
providing that the parties to an action to es-
tablish paternity are not entitled to jury
trial.

(3) TEMPORARY SUPPORT ORDER BASED ON
PROBABLE PATERNITY IN CONTESTED CASES.—
Procedures which require that a temporary
order be issued, upon motion by a party. re-
quiring the provision of child support pend-
ing an administrative or judicial determina-
tion of parentage, where there is clear and
convincing evidence of paternity (on the
basis of genetic tests or other evidence).

(K) PROOF OF CERTAIN SUPPORT AND PA-
TERNITY ESTABLTSHMENT COSTS —Procedures
under which bills for pregnancy, childbirth,
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and genetic testing are admissible as evi-
dence without requiring third-party founda-
tion testimony, and shall constitute prima
facie evidence of amounts incurred for such
services and testing on behalf of the child.

(L) WAIVER OF STATE DEBTS FOR COOPERA-
TION—At the option of the State, procedures
under which the tribunal establishing pater-
nity and support has discretion to waive
rights to all or part of amounts owed to the
State (but not to the mother) for costs relat-
ed to pregnancy. childbirth, and genetic tftst-
ing and for public assistance paid to the fm-
ily where the father cooperates or acknowl-
edges paternity before or after genetic test-
ing.

(M) STANDINC OF PUTATIVE FATHERS.—
Procedures ensuring that the putative father
has a reasonable opportunity to initiate a
paternity action.'.

(b) NATIONAL PATERNITY ACKNOWLEDGMENT
AFFIDAVIT—Section 452(a(7) (42 U.S.C.
652(a)(7)) is amended by inserting ', and de-
velop an affidavit to be used for the vol-
untary acknowledgment of paternity which
shall include the social security account
number of each parent" before the semi-
colon.

(c) TECHNICAL AMENDMENT—Section 468 (42
U.S.C. 668) is amended by striking 'a simple
civil process for voluntarily acknowledging
paternity and'.
SEC. 9446. OUTREACH FOR VOLUNTARY PATER-

NITY ESTABLISHMENT.
(a) STATE PLAN REQUIREMENT—Section

454(23) (42 U.S.C. 654(23)) is amended by add-
ing at the end the following new subpara-
graph:

(C) publicize the availability and encour-
age the use of procedures for voluntary es-
tablishment of paternity and child support
through a variety of means, which—

(i) include distribution of written mate-
rials at health care facilities (including hos-
pitals and clinics. and other locations such
as schools:

(ii) may include pre-natal programs to
educate expectant couples on individual arid
joint rights and responsibilities with respect
to paternity (and may require all expectant
recipients of assistance under part A to par..
ticipate in such pre-natal programs, as an
element of cooperation with efforts to estab.
lish paternity and child support);

'(iii) include, with respect to each child
discharged from a hospital after birth for
whom paternity or child support has not
been established, reasonable follow-up ef-
forts (including at least one contact of each
parent whose whereabouts are known, except
where there is reason to believe such follow-
up efforts would put mother or child at risk).
providing—

(1) in the case of a child for whom pater-
nity has not been established, information
on the benefits of and procedures for estab-
lishing paternity: and

(11) in the case of a child for whom pater-
nity has been established but child support
has not been established, information on the
benefits of and procedures for establishing a
child support order, and an application for
child support services:".

(b) ENHANCED FEDERAL MATCHING—Section
455(a)(l)(C) (42 U.S.C. 655(a)(1)(C)) is amend-
ed —

(I) by inserting (i)" before "laboratory
costs', and

(2) by inserting before the semicolon . and
(ii) costs of outreach programs designed to
encourage voluntary acknowledgment of pa-
ternity".

(c) FFECTPVE DATES.—(l) The amendments
made by subsection (a) shall become effec-
tive October 1. 1997.
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(2) The amendments made by subsection

(b) shall be effective with respect to calendar
quarters beginning on and after October I.
1996.

CHAPTER 6—ESTABLISHMENT AND
MODIFICATION OF SUPPORT ORDERS

SEC. 9451. NATIONAL CHILD SUPPORT GUIDE-
LINES COMMISSION.

(a) ESTABLISHMENT—There is hereby es-
tablished a commission to be known as the
"National Child Support Guidelines Commis-
sion" (in this section referred to as the

Commission").
(b) GENERAL DUTIES—The Commission

shall develop a national child support guide-
line for consideration by the Congress that is
based on a study of various guideline models.
the beneflts and deficiencies of such models.
and any needed improvements.

(c) MEMBERSHIP.—
(I) NUMBER: APPOINTMENT.—
(A) IN GENtRAL.—The Commission shall be

composed of 12 individuals appointed jointly
by the Secretary of Health and Human Serv-
ices and the Congress. not later than Janu-
ary 15. 1997, of which'—

(i) 2 shall be appointed by the Chairman of
the Committee on Finance of the Senate.
and I shall be appointed by the ranking mi-
nority member of the Committee:

(ii) 2 shall be appointed by the Chairman of
the Committee on Ways and Means of the
House of Representatives, and I shall be ap-
pointed by the ranking minority member of
the Committee; and

(iii) 6 shall be appointed by the Secretary
of Health and Human Services.

(B) QUALIFICATIONS OF MEMBERS—Members
of the Commission shall have expertise and
experience in the evaluation and develop-
ment of child support guidelines. At least 1
member shall represent advocacy groups for
custodial parents, at least 1 member shall
represent advocacy groups for noncustodial
parents, and at least I member shall be the
director of a State program under part D of
title IV of the Social Security Act.

(2) TERMS OF OFFICE—Each member shall
be appointed for a term of 2 years. A vacancy
in the Commission shall be filled in the man-
ner in which the original appointment was
made.

(d) COMnSSION POWERS. COMPENSATION.
ACCESS TO INFORMATION. AND SUPERVISION.—
The first sentence of subparagraph (C. the
first and third sentences of subparagraph
(D), subparagraph (F) (except with respect to
the conduct of medical studies), clauses (ii)
and (iii) of subparagraph (G). and subpara-
graph (H) of section 1886(e)(6) of the Social
Security Act shall apply to the Commission
In the same manner in which such provisions
apply to the Prospective Payment Assess-
ment Commission.

(e) REPORT—Not later than 2 years after
the appointment of members, the Commis-
sion shall submit to the President, the Com-
mittee on Ways and Means of the House of
Representatives, and the Committee on Fi-
nance of the Senate. a recommended na-
tional child support guideline and a final as-
sessment of issues relating to such a pro-
posed national child support guideline.

(1) TERMiNATION—The Commission shall
terminate 6 months after the submission of
the report described in subsection (e).
SEC. 9452. SIMPLIFIED PROCESS FOR REVIEW

AND ADJUSTMENT OF CHILD SUP-
PORT ORDERS.

(a) IN GENERL.—Section 466(a)(10) (42
U.S.C. 666(a)(10)) is amended to read as fol-
lows:

'(10) PROCEDURES FOR MODIFICATION OF SUP-
PORT ORDERS.—
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•'(A)(i) Procedures under which—

(I) every 3 years. at the request of either
parent subject to a child support order, the
State shall review and, as appropriate, ad-
just the order in accordance with the guide-
lines established under section 467(a) if the
amount of the child support award under the
order differs from the amount that would be
awarded in accordance with such guidelines,
without a requirement for any other change
in circumstances: and

(II) upon request at any time of either
parent subject to a child support order, the
State shall review and, as appropriate, ad-
just the order in accordance with the guide-
lines established under section 467(a) based
on a substantial change in the circumstances
of either such parent.

(ii) Such procedures shall require both
parents subject to a child support order to be
notified of their rights and responsibilities
provided for under clause (i) at the time the
order is issued and in the annual information
exchange form provided under subparagraph
(B).

(B) Procedures under which each child
support order issued or modified in the State
after the effective date of this subparagraph
shall require the parents subject to the order
to provide each other with a complete state-
ment of their respective financial condition
annually on a form which shall be estab-
lished by the Secretary and provided by the
State. The Secretary shall establish regula-
tions for the enforcement of such exchange
of information.'.

CHAPTER 7—ENFORCEMENT OF SUPPORT
ORDERS

SEC. 9461. FEDERAL INCOME TAX REFUND OFF-
SET.

(a) CHANGED ORDER OF REFUND DISTRIBU-
TION UrDER INTERNAL REVENUE CODE—Sec-
tion 6402(c) of the Internal Revenue Code of
1986 is amended by striking the 3rd sentence.

(b) ELIMINATION OF DISPARITIES IN TREAT-
MENT OF ASSIGNED AND NON-ASSIGNED AR-
REARAGES.—(l) Section 464(a) (42 U.S.C.
664(a)) is amended—

(A) by striking "(a)' and inserting "(a)
OFFSET AUTHORIZED.—";

(B) in paragraph (I)—
(i) in the first sentence, by striking 'which

has been assigned to such State pursuant to
section 402(a) (26) or section 471 (a)(17'': and

(ii) in the second sentence, by striking in
accordance with section 457 (b)(4) or (d)(3)"
and inserting "as provided in paragraph (2)

(C) in paragraph (2), to read as follows:
(2 The State agency shall distribute

amounts paid by the Secretary of the Treas-
ury pursuant to paragraph (I)—

(A) in accordance with section 457(a) (4) or
(d)(3). in the case of past-due support as-
signed to a State pursuant to section
403(b)(l)(E)(i) or471(a)(17): and

- (B) to or on behalf of the child to whom
the support was owed, in the case of past-due
support not so assigned.";

(D) in paragraph (3—
(i) by striking 'or (2)" each place it ap-

pears; and
(ii) in subparagraph (B). by striking 'under

paragraph (2)" and inserting on account of
past-due support described in paragraph
(2)(B)".

(2) Section 464(b) (42 U.S.C. 664(b)) is
amended—

(A) by striking (b)(1)" and inserting (b)
RECULATIONS.— ; and
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(B) by striking paragraph (2).
(3) Section 464(c) (42 U.S.C. 664(c)) is

amended—
(A) by striking "(c)(l) Except as provided

in paragraph (2), as" and inserting (c) DEFI-
NITION.—As": and

(B) by striking paragraphs (2) and (3).
(c) EFFECTIVE DATE—The amendments

made by this section shall become effective
October 1, 1999.

SEC. 9462. INTERNAL REVENUE SERVICE COL-
LECTION OF ARREARS.

(a) ANDMENT TO INTERNAL REVENUE
CODE—Section 6305(a) of the Internal Reve-
nue Code of 1986 is amended—

(1) in paragraph (1). by inserting except as
provided in paragraph (5)" after collected;

(2) by striking "and" at the end of para-
graph (3):

(3) by striking the period at the end of
paragraph (4) and inserting a comma:

(4) by adding after paragraph (4) the follow-
ing new paragraph:

(5) no additional fee may be assessed for
adjustments to an amount previously cer-
tified pursuant to such section 452(b) with re-
spect to the same obligor. and

(5) by striking Secretary of Health, Edu-
cation. and Welfare each place it appears
and inserting Secretary of Health and
Human Services

(b) EFFECTJV DATE—The amendments
made by this section shall become effective
October 1, 1997.
SEC. 9463. AUTHORITY TO COLLECT SUPPORT

FROM FEDERAL EMPLOYEES.
(a) CONSOLIDATION AND STREAMLINING OF

AUTHORITIES.—
(1) Section 459 (42 U.S.C. 659) is amended in

the caption by inserting 'INCOME WITHHOLD-
ING. before 'GARSHNT"

(2) Section 459(a) (42 U.S.C. 659(a)) is
amended—

(A) by striking (a) and inserting (a)
CONSENT To SUPPORT ENFORCEMENT.—

(B) by striking section 207 and inserting
section 207 of this Act and 38 U.S.C. 5301':

and
(C) by striking all that follows 'a private

person. and inserting to withholding in ac-
cordance with State law pursuant to sub-
sections (a)(1) and (b) of section 466 and regu-
lations of the Secretary thereunder, and to
any other legal process brought. by a State
agency administering a program under this
part or by an individual obligee. to enforce
the legal obligation of such individual to
provide child support or alimony..

(3) Section 459(b) (42 U.S.C. 659(b)) is
amended to read as follows:

(b) CONSENT To REQUIREMENTS APPLICA-
BLE TO PRIVATE PERSON.— Except as other-
wise provided herein, each entity specified in
subsection (a) shall be subject. with respect
to notice to withhold income pursuant to
subsection (a)(l) or (b) of section 466. or to
any other order or process to enforce support
obligations against an individual (if such
order or process contains or is accompanied
by sufficient data to permit prompt identi-
fication of the individual and the moneys in-
volved), to the same requirements as would
apply if such entity were a private person.".

(4) Section 459(c) (42 U.S.C. 659(c)) is redes-
ignated and relocated as paragraph (2) of
subsection (f), and is amended—

(A) by striking responding to interrog-
atones pursuant to requirements imposed by
section 461(b)(3)" and inserting 'taking ac-
tions necessary to comply with the require-
ments of subsection (A) with regard to any
individual and

(B) by striking "any of his duties" and all
that follows and inserting such duties.".

(5) Section 461 (42 U.S.C. 661) is amended by
striking subsection (b). and section 459 (42
U.S.C. 659) is amended by inserting after sub-

section (b) (as added by paragraph (3) of this
subsection) the following:

(c) DESIGNATION OF AGENT; RESPONSE TO
NOTICE OR PR0cEsS.—(l) The head of each
agency subject to the requirements of this
section shall—

(A) designate an agent or agents to re-
ceive orders and accept service of process:
and

(B) publish (i) in the appendix of such reg-
ulations. (ii) in each subsequent republica.
tion of such regulations, and (iii) annually in
the Federal Register, the designation of such
agent or agents. identified by title of posi-
tion. mailing address, and telephone num-
ber.•'.

(6) Section 459 (42 U.S.C. 659) is amended by
striking subsection (d) and by inserting after
subsection (c)(l) (as added by paragraph (5) of
this subsection) the following:

(2) Whenever an agent designated pursu-
ant to paragraph (I) receives notice pursuant
to subsection (a)(l) or (b) of section 466. or is
effectively served with any order, process. or
interrogatories. with respect to an individ-
uals child support or alimony payment obli-
gations. such agent shall—

(A) as soon as possible (but not later than
fifteen days) thereafter, send written notice
of such notice or service (together with a
copy thereof) to such individual at his duty
station or last-known home address;

(B) within 30 days (or such longer period
as may be prescribed by applicable State
law) after receipt of a notice pursuant to
subsection (a)(l) or (b) of section 466. comply
with all applicable provisions of such section
466: and

(C) within 30 days (or such longer period
as may be prescribed by applicable State
law) after effective service of any other such
order, process. or interrogatories. respond
thereto.".

(7) Section 461 (42 U.S.C. 661) is amended by
striking subsection (c), and section 459 (42
U.S.C. 659) is amended by inserting after sub-
section (c) (as added by paragraph (5) and
amended by paragraph (6) of this subsection)
the following:

(d) PRiORITY OF CLAIMS—In the event
that a governmental entity receives notice
or is served with process, as provided in this
section. concerning amounts owed by an in-
dividual to more than one person—

(I) support collection under section 466(b)
must be given priority over any other proc-
ess, as provided in section 466(b) (7);

(2) allocation of moneys due or payable to
an individual among claimants under section
466(b) shall be governed by the provisions of
such section 466(b) and regulations there-
under: and

'(3) such moneys as remain after compli-
ance with subparagraphs (A) and (B) shall be
available to satisfy any other such processes
on a first-come, first-served basis, with any
such process being satisfied Out of such mon-
eys as remain after the satisfaction of all
such processes which have been previously
served.".

(8) Section 459(e) (42 U.S.C. 659(e)) is
amended by striking "(e)" and inserting the
following:

(e) NO REQUIREMENT TO VARY PAY CY-
CLES.—'.

(9) Section 459(f) (42 U.S.C. 659(f)) is amend-
ed by striking '(f)' and inserting the follow-
ing:

•.(f) RELIEF FROM LIABILrrY.—(I)'.
(10) Section 461(a) (42 U.S.C. 661(a)) is re-

designated and relocated as section 459(g).
and is amended—

(A) by striking '(g)" and inserting the fol-
lowing:

(g) REGULATIONS.—': and
(B) by striking 'section 459" and inserting

'this section".
(11) Section 462 (42 U.S.C. 662) is amended

by striking subsection (f). and section 459 (42
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U.S.C. 659) is amended by inserting the fol-
lowing after subsection (g) (as added by para-
graph (tO) of this subsection):

'(h) MONEYS SUBJECT TO PROCESS.—(1)
Subject to subsection (i), moneys paid or
payable to an individual which are consid-
ered to be based upon remuneration for em-
ployment. for purposes of this section—

•'(A) consist of—
'(i) compensation paid or payable for per-

sonal services of such individual, whether
such compensation is denominated as wages,
salary, commission. bonus. pay, allowances,
or otherwise (including severance pay. sick
pay. and incentive pay):

"(ii) periodic benefits (including a periodic
benefit as defined in section 228(h)(3)) or
other payments—

(I) under the insurance system estab-
lished by title II;

"(II) under any other system or fund estab-
lished by the United States which provides
for the payment of pensions, retirement or
retired pay. annuities, dependents' or survi-
vors' benefits, or similar amounts payable on
account of personal services performed by
the individual or any other individual;

"(III) as compensation for death under any
Federal program:

"(IV) under any Federal program estab-
lished to provide 'black lung' benefits: or

"(V) by the Secretary of Veterans Affairs
as pension. or as compensation for a service-
connected disability or death (except any
compensation paid by such Secretary to a
former member of the Armed Forces who is
in receipt of retired or retainer pay if such
former member has waived a portion of his
retired pay in order to receive such com-
pensation): and

(iii) worker's compensation benefits paid
under Federal or State law; but

'(B) do not include any payment—
'(i) by way of reimbursement or otherwise.

to defray expenses incurred by such individ-
ual in carrying Out duties associated with
his employment; or

'(ii) as allowances for members of the uni-
formed services payable pursuant to chapter
7 of title 37. United States Code, as pre-
scribed by the Secretaries concerned (defined
by section 101(5) of such title) as necessary
for the efficient performance of duty.'.

(12) Section 462(g) (42 U.S.C. 662(g)) is re-
designated and relocated as section 459(i) (42
U.S.C. 659(i)).

(13)(A) Section 462 (42 U.S.C. 662) is amend-
ed—

(i) in subsection (e)(l), by redesignating
subparagraphs (A), (B), and (C) as clauses (1),
(ii), and (iii); and

(ii) in subsection (e). by redesignating
paragraphs (I) and (2) as subparagraphs (A)
and (B).

(B) Section 459 (42 U.S.C. 659) is amended
by adding at the end the following:

(j) DEFINITIONS—For purposes of this sec-
tion—".

(C) Subsections (a) through (e) of section
462 (42 U.S.C. 662). as amended by subpara-
graph (A) of this paragraph. are relocated
and redesignated as paragraphs (I) through
(4), respectively of section 4S9(j) (as added by
subparagraph (B) of this paragraph, (42
U.S.C. 659(j)), and the left margin of each of
such paragraphs (1) through (4) is indented 2
ems to the right of the left margin of sub-
section (i) (as added by paragraph (12) of this
subsection).

(b) CONFORMING AMENIIEWrs.—
(I) TO PART D OF TITLE IV.—Sections 461 and

462 (42 U.S.C. 661). as amended by subsection
(a) of this section, are repealed.

(2) TO TITLE 5, UNITED STATES CODE—Sec-
tion 5520a of title 5, United States Code. is
amended, in subsections (h)(2) and (i), by
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striking sections 459. 461. and 462 of the So-
cial Security Act (42 U.S.C. 659. 661. and 6(12)"
and inserting section 459 of the Social Secu-
rity Act (42 U.S.C. 659)

(c) MILITARY RETIRED AND RETAiNER PAY.—
(1) DEFINrI-xoN OF COURT—Section 1408(a)(l)
of title 10. United States Code, is amended—

(A) by striking and at the end of sub-
paragraph (B);

(B) by striking the period at the end of
subparagraph (C) and inserting ": and; and

(C) by adding after subparagraph (C) the
following new paragraph:

(D) any administrative or judicial tribu-
nal of a State competent to enter orders for
support or maintenance (including a State
agency administering a State program under
part D of title IV of the Social Security
Act).";

(2) DEFINrrI0N OF COURT OP.oER.—Sectivn
1408(a) (2) of such title is amended by insert-
ing or a court order for the payment of
child support not included in or accompanied
by such a decree or settlement. before
"which—".

(3) PUBLIc PAYEE—Section 1408(d) of such
title is amended—

(A) in the heading, by striking "to spouse"
and inserting "to (or for benefit of): and

(B) in paragraph (1). in the first sentence.
by inserting '(or for the benefit of such
spouse or former spouse to a State central
collections unit or other public payee des-
Ignated by a State. in accordance with part
D of title IV of the Social Security Act, as
directed by court order, or as otherwise di.
rected in accordance with such part D)' be.'
fore 'in an amount sufficient

(4) RELATIONSHIP TO PART D OF TITLE IV.—
Section 1408 of such title is amended by add-
ing at the end the following new subsection:

(j) RELATIONSHIP TO OTHER LAWS—In any
case involving a child support order against
a member' who has never been married to the
other parent of the child, the provisions of
this section shall not apply, and the case
shall be subject to the provisions of section
459 of the Social Security Act.

(d) EFFECTIVE DATE—The amendments
made by this section shall become effective 6
months after the date of the enactment of
this Act.
SEC. 9464. ENFORCEMENT OF CHILD SUPPORT

OBLIGATIONS OF MEMBERS OF THE
ARMED FORCES.

(a) AVAiLABILITY OF LOCATOR INFORMA-
TION.—

(1) MAINTENANCE OF ADDRESS INFORMA-
TION.—The Secretary of Defense shall estab-
lish a centraiized personnel locator service
that includes the address of each member of
the Armed Forces under the jurisdiction of
the Secretary. Upon request of the Secretary
of Transportation. addresses for members of
the Coast Guard shall be included in the cen-
tralized personnel locator service.

(2) TYPE OF ADDRESS.—
(A) RESIDENTiAL ADDRESS—Except as pro-

vided in subparagraph (B), the address for a
member of the Armed Forces shown in the
locator service shall be the residential ad-
dress of that member.

(B) DUTY ADDRESS—The address for a
member of the Armed Forces shown in the
locator service shall be the duty address of
that member in the case of a member—

(i) who is permanently assigned overseas.
to a vessel, or to a routinely deployable unit:
or

(ii) with respect to whom the Secretary
concerned makes a determination that the
member's residential address should not be
disclosed due to national security or safety
concerns.

(3) UPDATING OF LOCATOR INFORMATION.—
Within 30 days after a member listed in the
locator service establishes a new residential
address (or a new duty address, in the case of
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a member covered by paragraph (2)(B)). the
Secretary concerned shall update the locator
service to indicate the new address of the
member.

(4) AVAILABILITY OF INFORMATION—The
Secretary of Defense shall make information
regarding the address of a member of the
Armed Forces listed in the locator service
available, on request. to the Federal Parent
Locator Service.

(b) FACILITATING GRANi1NG OF LEAVE FOR
ATrENDANCE AT HEARINGS.—

(I) RECULATIONS.—The Secretary of each
military department. and the Secretary of
Transportation with respect to the Coast
Guard when it is not operating as a service
in the Navy, shall prescribe regulations to
facilitate the granting of leave to a member
of the Armed Forces under the jurisdiction
of that Secretary in a case in which—

(A) the leave is needed for the member to
attend a hearing described in paragraph (2):

(B) the member is not serving in or with a
unit deployed in a contingency operation (as
defined in section 101 of title 10. United
States Code); and

(C) the exigencies of military service (as
determined by the Secretary concerned) do
not otherwise require that such leave not be
granted.

(2) COVERED HEARINGS—Paragraph (1) ap-
plies to a hearing that is conducted by a
court or pursuant to an administrative proc-
ess established under State law, in connec-
tion with a civil action—

(A) to determine whether a member of the
Armed Forces is a natural parent of a child;
or

(B) to determine an obligation of a member
of the Armed Forces to provide child sup-
port.

(3) DEFiNITIONS—For purposes of this sub-
section:

(A) The term 'court' has the meaning
given that term in section 1408(a) of title 10,
United States Code.

(B) The term "child support' has the
meaning given such term in section 462 of
the Social Security Act (42 U.S.C. 662).

(c) PAYMENT OF MILITARY RETIRED PAY IN
COMPLIANCE WITH CHILD SUPPORT ORDERS.—

(I) DATE OF CERTIFiCATION OF COURT
ORDER—Section 1408 of title 10. United
States Code, is amended—

(A) by redesignating subsection (i) as sub-
section (j); and

(B) by inserting after subsection (h) the
following new subsection (i):

(i) CERTIFICATION DATE—It is not nec-
essary that the date of a certification of the
authenticity or completeness of a copy of a
court order or an order of an administrative
process established under State law for child
support received by the Secretary concerned
for the purposes of this section be recent in
relation to the date of receipt by the Sec-
retary.".

(2) PAYMENTS CONSiSTENT WITH ASSIGN-
MENTS OF RIGHTS TO STATES—Section
1408(d)(I) of such title is amended by insert-
ing after the first sentence the following: 'In
the case of a spouse or former spouse who.
pursuant to section 403(b)(I)(E)(i) of the So-
cial Security Act, assigns to a State the
rights of the spouse or former spouse to re-
ceive support the Secretary concerned may
snake the child support payments referred to
in the preceding sentence to that State in
amounts consistent with that assignment of
rights.".

(3) ARREARAGES OWED BY MEMBERS OF ThE
UNIFORMED SERViCES—Section 1408(d) of such
title is amended by adding at the end the fol-
lowing new paragraph:

'(6) In the case of a court order or an order
of an administrative process established
under State law for which effective service is
made on the Secretary concerned on or after
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the date of the enactment of this paragraph
and which provides for payments from the
disposable retired pay of a member to satisy
the amount of child support set forth in the
order, the authority provided in paragraph
(1) to make payments from the disposable re-
tired pay of a member to satisy the amount
of child support set forth in a court order or
an. order of an administrative process estab-
lished under State law shall apply to pay-
ment of any amount of child support arrear-
ages set forth in that order as well as to
amounts of child support that currently be-
come due.".
SEC. 9465. MOTOR VEHICLE LIENS.

Section 466(a)(4) (42 U.S.C. 666(a)(4)) is
amended—

(1) by striking "(4) Procedures" and insert-
ing the following;

(4) LIENS.—
(A) IN GENERAL—Procedures": and

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

(B) MOTOR VEI-UCLE LIENS.—PrOcedures for
placing liens for arrears of child support on
motor vehicle titles of individuals owing
such arrears equal to or exceeding two
months of support. under which—

(i) any person owed such arrears may
place such a lien;

"(ii) the State agency administering the
program under this part shall systematically
place such liens:

(iii) expedited methods are provided for—
"(I) ascertaining the amount of arrears:

(II) affording the person owing the arrears
or other titleholder to contest the amount of
arrears or to obtain a release upon fulfllling
the support obligation;

(iv) such a lien has precedence over all
other encumbrances on a vehicle title other
than a purchase money security interest:
and

(v) the individual or State agency owed
the arrears may execute on. seize, and sell
the property n accordance with State law.".
SEC. 9466. VOIDING OF FRAUDULENT TRANS-

FERS.

Section 466(a) (42 U.S.C. 666(a)). as amended
by sections 9401(a). 9426(a). 9431. and 9442 of
this Act, is amended by inserting after para-
graph (15) the following:

(16) FRAUDULENT TRANSFERS—Procedures
under which—

(A) the State has in effect—
(i) the Uniform Fraudulent Conveyance

Act of 1981.
(ii) the Uniform Fraudulent Transfer Act

of 1984. or
"(iii) another law, specifying indicia of

fraud which create a prima facie case that a
debtor transferred income or property to
avoid payment to a child support creditor.
which the Secretary finds affords com-
parable rights to child support creditors; and

(B) in any case in which the State knows
of a transfer by a child support debtor with
respect to which such a prima facie case is
established, the State must—

(i) seek to void such transfer; or
"(ii) obtain a settlement in the best inter-

ests of the child support creditor.'.
SEC. 9467. STATE LAW AUTHORIZING SUSPEN-

SION OF LICENSES.
Section 466(a) (42 U.S.C. 666(a)). as amended

by sections 9401(a). 9426(a). 9431, 9442. and 9466
of this Act, is amended by inserting after
paragraph (16) the following:

"(17) AUTHORITY TO WITHHOLD OR SUSPEND
LICENSES—Procedures under which the State
has (and uses in appropriate cases) authority
(subject to appropriate due process safe-
guards) to withhold or suspend. or to restrict
the use of driver's licenses, and professional
and occupational licenses of individuals
owing overdue child support or failing, after
receiving appropriate notice, to comply with
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subpoenas or warrants relating to paternity
or child support proceedings.".
SEC. 9468. REPORTING ARREARAGES TO CREDIT

BUREAUS.
Section 466(a)(7) (42 U.S.C. 666(a)(7)) is

amended to read as follows:
(7) REPORTING AREA,RAGES TO CREDIT BU-

REAUS.—(A) Procedures (subject to safe.
guards pursuant to subparagraph (B)) requir.
ing the State to report periodically to
consumer reporting agencies (as defined in
section 603(f) of the Fair Credit Reporting
Act (15 U.S.C. 1681a(f)) the name of any ab-
sent parent who is delinquent by 90 days or
more in the payment of support, and the
amount of overdue support owed by such par-
ent.

(B) Procedures ensuring that, in carrying
out subparagraph (A), information with re-
spect to an absent parent is reported—

(i) only after such parent has been af-
forded all due process required under State
law, including notice and a reasonable oppor-
tunity to contest the accuracy of such irifor'
mation: and

"(ii) only to an entity that has furnished
evidence satisfactory to the State that the
entity is a consumer reporting agency.".
SEC. 9469. EXTENDED STATUTE OF LIMITATION

FOR COLLECTION OF ARREARAGES.
(a) AMENDMENTS—Section 466(a) (9) (42

U.S.C. 666(a) (9)) is amended—
(1) by striking "(9) Procedures" and insert-

ing the following:
"(9) LEGAL TREATMENT OF ARREARS.—

(A) FINALITY.—Procedures":
(2) by redesignating subparagraphs (A). (B),

and (C) as clauses (i). (ii), and (iii). respec-
tively, and by indenting each of such clauses
2 additional ems to the right: and

(3) by adding after and below subparagraph
(A), as redesignated, the following new sub-
paragraph:

"(B) STATUTE OF'LIMITATIONS.—Procedures
under which the statute of limitations on
any arrearages of child support extends at
least until the child owed such support is 30
years of age.".

(b) APPLICATION OF REQLJIREMENT. -—The
amendment made by this section shall not be
read to require any State law to revive any
payment obligation which had lapsed prior
to the effective date of such State law.
SEC. 9470. CHARGES FOR ARREARAGES.

(a) STATE LAW REQUIREMENT—Section
466(a) (42 U.S.C. 666(a)). as amended by sec-
tions 9401 (a), 9426(a). 9431. 9442. 9466. and 9467
of this Act, is amended by inserting after
paragraph (17) the following:

"(18) CHARGES FOR ARREARAGES.—Proce-
dures providing for the calculation and col-
lection of interest or penalties for arrearages
of child support, and for distribution of' such
interest or penalties collected for the benefit
of the child (except where the right to sup-
port has been assigned to the State).".

(b) REGULATIONS—The Secretary of Health
and Human Services shall establish by regu-
lation a rule to resolve choice of law con-
flicts arising in the implementation of the
amendment made by subsection (a).

(c) CONFORMING AMENDMENT—Section
454(21) (42 U.S.C. 654(21)) is repealed.

(d) EFFECTIVE DATE—The amendments
made by this section shall be effective with
respect to arrearages accruing on or after
October 1. 1998.
SEC. 9471. DENIAL OF PASSPORTS FOR

NONPAYMENT OF CHILD SUPPORT.
(a) HHS CERTIFICATION PROCEDURE.—
(1) SECRETARIAL RESPONSIBILITY—Section

452 (42 U.S.C. 652). as amended by sections
9415(a) (3) and 9417 of this Act, is amended by
adding at the end the following new sub-
section:

(1) CERTIFICATIONS FOR PURPOSES OF PASS.
PORT RESTRIC-nONS. —

(1) IN GENERAL—Where the Secretary re-
ceives a certification by a State agericy in
accordance with the requirements of section
454(28) that an individual owes arrearages of
child support in an amount exceeding $5,000
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or in an amount exceeding 24 months' worth
of child support, the Secretary shall trans-
mit such certification to the Secretary of
State for action (with respect to denial, rev-
ocation. or limitation of passports) pursuant
to section 9471(b) of the Omnibus Budget
Reconciliation Act of 1995.

(2) LIMIT ON LIABILITY—The Secretary
shall not be liable to an individual for any
action with respect to a certification by a
State agency under this section:'.

(2) STATE CSE AGENCY RESPONSIBILITY.—
Section 454 (42 U.S.C. 654), as amended by
sections 9404(a). 9414(b), and 9422(a) of this
Act. is amended—
(A) by striking "and' at the end of para-

graph (26);

(B) by striking the period at the end of
paragraph (27) and inserting '; and; and

(C) by adding after paragraph (27) the fol-
ow1ng new paragraph:

(28) provide that the State agency will
have in effect a procedure (which may be
combined with the procedure for tax refund
offset under section 464) for certifying to the
Secretary. for purposes of the procedure
under section 452(1) (concerning denial of
passports) determinations that individuals
owe arrearages of child support in an amount
exceeding $5,000 or in an amount exceeding 24
months worth of child support, under which
procedure—

(A) each individual concerned is afforded
notice of such determination and the con-
sequences thereof. and an opportunity to
contest the determination; and

(B) the certification by the State agency
is furnished to the Secretary in such format,
and accompanied by such supporting docu
mentation. as the Secretary may require.".

(b) STATE DEPARThIENT PROCEDURE FOR DE-
NIAL OF PASSPORTS.—

(1) IN GENERAL—The Secretary of State.
upon certification by the Secretary of Health
and Human Services, in accordance with sec-
tion 452(1) of the Social Security Act. that an
individual owes arrearages of child support
in excess of $5,000, shall refuse to issue a
passport to such individual. and may revoke.
restrict. or limit a passport issued previously
to such individual.

(2) LIMIT ON LIABILITY—The Secretary of
State shall not be liable to an individual for
any action with respect to a certification by
a State agency under this section.

(c) EFFECTIVE DATE—This section and the
amendments made by this section shall be-
come effective October 1, 1996.
SEC. 9472. INTERNATIONAL CHILD SUPPORT EN-

FORCEMENT.
(a) SENSE OF THE CONGRESS THAT ThE UNIT-

ED STATES SHOULD RATIFY THE UNITED NA-
TIONS CONVENTION OF 1956.—It is the sense of
the Congress that the United States should
ratify the United Nations Convention of 1956.

(b) TREATMENT OF INTERNATIONAL CHILD
SUPPORT CASES AS INTERSTATE CASES—Sec-
tion 454 (42 U.S.C. 654), as amended by sec-
tions 9404(a), 9414(b), 9422(a). and 9471(a)(2) of
this Act, is amended—

(1) by striking "and" at the end of para-
graph (27):

(2) by striking the period at the end of
paragraph (28) and inserting "; and"; and

(3) by inserting after paragraph (28) the fol'
lowing:

(29) provide that the State must treat
international child support cases in the same
manner as the State treats interstate child
support cases.".
SEC. 9473. SEIZURE OF LOTTERY WINNINGS, SET

TLEMENTS. PAYOUTS. AWARDS, AND
BEQUESTS, AND SALE OF FOR-
FEITED PROPERTY. TO PAY CHILD
SUPPORT ARREARAGES.

Section 466(a) (42 U.S.C. 666(a)). as amended
by sections 9401(a). 9426(a). 9431, 9442, 9466.
9467. and 9470(a) of this Act, is amended by
inserting after paragraph (18) the following:

(19) Procedures. in addition to other in
come withholding procedures. under which a
lien is imposed against property with the fol-
lowing effect:
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(A) The person required to make a pay-
ment under a policy of insurance or a settle-
ment of a claim made with respect to the
policy shall—

(i) suspend the payment until an inquiry
is made to and a response received from the
agency as to whether the person otherwise
entitled to the payment owes a child support
arr.earage: and

"(ii) if there is such an arrearage. withhold
from the payment the lesser of the amount
of the payment or the amount of the arrear
age, and pay the amount withheld to the
agency for distribution.

(B) The payor of any amount pursuant to
an award.judgment, or settlement in any ac
tion brought in Federal or State court
shall—

(i) suspend the payment of the amount
until an inquiry is made to and a response is
received from the agency as to whether the
person otherwise entitled to the payment
owes a child support arrearage; and

"(ii) if there is such an arrearage. withhold
from the payment the lesser of the amount
of the payment or the amount of the arrear-
age. and pay the amount withheld to the
agency for distribution.

"(C) The payor of any amount pursuant to
an award, judgment. or settlement in any ac-
tion brought in Federal or State court
shall—

(i) suspend the payment of the amount
until an inquiry is made to and a response is
received from the agency as to whether the
person otherwise entitled to the payment
owes a child support arrearage: and

"(ii) if there is such an arrearage. withhold
from the payment the, lesser of the amount
of the payment or the amount of the arrear-
age, and pay the amount withheld to the
agency for distribution.

(D) If the State seizes property forfeited
to the State by an individual by reason of a
criminal conviction, the State shall—

'(i) hold the property until an inquiry is
made to and a response is received from the
agency as to whether the individual owes a
child support arrearage: and

"(ii) if there is such an arrearage. sell the
property and. after satisfying the claims of
all other private or public claimants to the
property and deducting from the proceeds of
the sale the attendant costs (such as for tow-
ing. storage, and the sale). pay the lesser of
the remaining proceeds or the amount of the
arrearage directly to the agency for distribu-
tion.".

(E) Any person required to make a pay-
ment in respect of a decedent shall—

'(i) suspend the payment until an inquiry
is made to and a response received from the
agency as to whether the person otherwise
entitled to the payment owes a child support
arrearage: and

"(ii) if there is such an arrearage. withhold
from the payment the lesser of the amount
of the payment or the amount of the arrear-
age. and pay the amount withheld to the
agency for distribution.".
SEC. 9474. LIABILITY OF GRANDPARENTS FOR Fl.

NANCIAL SUPPORT OF CHILDREN OF
THEIR MINOR CHILDREN.

Section 466(a) (42 U.S.C. 666(a)). as amended
by sections 9401(a), 9426(a). 9431. 9442. 9466.
9467. 9470(a). and 9473 of this Act. is amended
by inserting after paragraph (19) the follow-
ing

"(20) Procedures under which each parent
of an individual who has not attained 18

years of age is liable for the financial sup-
port of any child of the individual to the ex-
tent that the individual is unable to provide
such support. The preceding sentence shall
not apply to the State if the State plan ex-
plicitly provides for such inapplicability.".
SEC. 9475. SENSE OF THE CONGRESS REGARDING

PROGRAMS FOR NONCUSTODIAL
PARENTS UNABLE TO MEET CHILD
SUPPORT OBLIGATIONS.

It is the sense of the Congress that the
States should develop programs. such as the
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program of the State of Wisconsin known as
the Children's First Program", that are de-
signed to work with noncustodial parents
who are unable to meet their child suppoit
obligations.

CHAPTER 8—MEDICAL SUPPORT
SEC. 9481. TECHNICAL CORRECTION TO ERISA

DEFINITION OF MEDICAL CHILIO
SUPPORT ORDER.

(a) IN GENERAL—Section 609(a) (2) (B) of th
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1169(a) (2) (B)) is amended—

(1) by striking issued by a court of com-
petent jurisdiction"

(2) by striking the period at the end of
clause (ii) and inserting a comma; and

(3) by adding. after and below clause (ii),
the following:
'if such judgment, decree, or order (I) is is'

sued by a court of competent jurisdiction or
(II) is issued by an administrative adjudica-
tor and has the force and effect of law under
applicable State law.".

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall take effect on the date of
the enactment of this Act.

(2) PLAN AMENDMENTS NOT REQIJIRED UNTIL
JANUARY 1, 1996.—Any amendment to a plan
required to be made by an amendment made
by this section shall not be required to be
made before the first plan year beginning on
or after January 1, 1996. if—

(A) during the period after the date before
the date of the enactment of this Act and be-
fore such first plan year, the plan is operated
in accordance with the requirements of the
amendments made by this section, and

(B) such plan amendment applies retro-
actively to the period after the date before
the date of the enactment of this Act and be-
fore such first plan year.
A plan shall not be treated as failing to be
operated in accordance with the provisions
of the plan merely because it operates in ac-
cordance with this paragraph.

CHAPrER 9—FOOD STAMP PROGRAM
REQUIREMENTS

SEC. 9491. COOPERATION WITH CHILD SUPPORT
AGENCIES.

Section 6 of the Food Stamp Act of 1977 (7
U.S.C. 2015) is amended adding at the end the
following:

(i) CUSTODIAL PARENT'S COOPERA'IlON
Wrru CHILD SUPPORT AGENCIES.—

'(1) IN GENERAL—At the option of a State
agency, subject to paragraphs (2) and (3), no
natural or adoptive parent or other individ-
ual (collectively referred to in this sub-
section as the individual') who is living with
and exercising parental control over a child
under the age of 18 who has an absent parent
shall be eligible to participate in the food
stamp program unless the individual cooper.
ates with the State agency administering
the program established under part D of title
IV of the Social Security Act (42 U.S.C. 65!
et seq.)—

(A) in establishing the paternity of the
child (if the child is born Out of wedlock):
and

(B) in obtaining support for—
(i) the child; or
(ii) the individual and the child.
(2) GooD CAUSE FOR NONCOOPERATION.—

Paragraph (1) shall not apply to the individ-
ual if good cause is found for refusing to co-
operate. as determined by the State agency
in accordance with standards prescribed by
the Secretary in consultation with the Sec.
retary of Health and Human Services. The
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standards shall take into consideration cir-
cumstances under which cooperation may be
against the best interests of the child.

(3) FEEs—Paragraph (I) shall not require
the payment of a fee or other cost for serv-
ices provided under part D of title IV of the
Social Security Act (42 U.S.C. 651 et seq.).

(j) NON-CUSTODIAL PARENT'S COOPERATION
WITH CHILD SUPPORT ACENCIES.—

(I) IN GENERAL—At the option of a State
agency, subject to paragraphs (2) and (3). a
putative or identified non-custodial parent
of a child under the age of ]8 (referred to in
this subsection as the individual) shall not
be eligible to participate in the food stamp
program if the individual refuses to cooper-
ate with the State agency administering the
program established under part D of title IV
of the Social Security Act (42 U.S.C. 651 et
seq.)—

(A) in establishing the paternity of the
child (if the child is born Out of wedlock);
and

(B) in providing support for the child.
(2) REFUSAL TO COOPERATE.—
(A) GUIDELINES—The Secretary, in con-

sultation with the Secretary of Health and
Human Services, shall develop guidelines on
what constitutes a refusal to cooperate
under paragraph (I).

(B) PROCEDURES—The State agency shall
develop procedures. using guidelines devel-
oped under subparagraph (A), for determin-
ing whether an individual is refusing to co-
operate under paragraph (I).

(3) FEES—Paragraph (I) shall not require
the payment of a fee or other cost for sei-v-
ices provided under part D of title IV of the
Social Security Act (42 U.S.C. 651 et seq.).

(4) PRIVACY—The State agency shall pro-
vide safeguards to restrict the use of infor-
mation collected by a State agency admin-
istering the program established under part
D of title IV of the Social Security Act (42
U.S.C. 651 et seq.) to purposes for which the
information is collected.".
SEC. 9492. DISQUALIFICATION FOR CHILD SUP-

PORT ARREARS.

Section 6 of the Food Stamp Act of 1977 (7
U.S.C. 2015). as amended by section 9491 of
this Act, is amended by adding at the end
the following:

-. (k) DISQUALIFICA11ON FOR CHILD SUPPORT
ARREARS.—

(1) IN GENERAL—At the option of a State
agency. except as provided in paragraph (2).
no individual shall be eligible to participate
in the food stamp program as a member of
any household during any month that the in-
dividual is delinquent in any payment due
under a court order for the support of a child
of the individual.

(2) ExCEPTIONS—Paragraph (1) shall not
apply if—

(A) a court is allowing the individual to
delay payment or

(B) the individual is complying with a
payment plan approved by a court or the
State agency designated under part D of title
IV of the Social Security Act (42 U.S.C. 651
et seq.) to provide support for the child of
the individual.".

CHAPrER 10—EFFECT OF ENACTMENT
SEC. 9498. EFFECTIvE DATES.

(a) IN CENERAL.—Except as otherwise spe-
cifically provided (but subject to subsections
(b) and (cfl—

(I) provisions of this title requiring enact-
rnent or amendment of State laws under sec-
tion 466 of the Social Security Act, or revi-
sion of State plans under section 454 of such
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Act, shall be effective with respect to periods
beginning on and after October 1, 1996: and

(2) all other provisions of this title shall
become effective upon enactment.

(b) GRPCE PERIOD FOR STATE LAW
CHANGES—The provisions of this title shall
become effective with respect to a State on
the later of—

(.1) the date specified in this title, or
(2) the effective date of laws enacted by the

legislature of such State implementing such
provisions,
but in no event later than the first day of the
first calendar quarter beginning after the
close of the first regular session of the State
legislature that begins after the date of en-
actment of this Act. For purposes of the pre.
vious sentence, in the case of a State that
has a 2-year legislative session, each year of
such session shall be deemed to be a separate
regular session of the State legislature.

(c) GCE PERIOD FOR STATE COSTiTU.
TIONAL AMENDMENT—A State shall not be
found Out of compliance with any require.
ment enacted by this title if it is unable to
comply without amending the State con-
stitution until the earlier of—

(I) the date one year after the effective
date of the necessary State constitutional
amendment, or

(2) the date five years after enactment of
this title.
SEC. 9499. SEVERABILITY.

If any provision of this title or the applica-
tion thereof to any person or circumstance is
held invalid, the invalidity shall not affect
other provisions or applications of this title
which can be given effect without regard to
the invalid provision or application, and to
this end the provisions of this title shall be
severable.

Subtitle E—Teen Pregnancy and Family
Stability

SEC. 9502. SUPERVISED LIVING ARRANGEMENTS
FOR MINORS.

(a) IN GENERAL—Section 402(c), as added
by section 9101 (a) of this Act, is amended by
adding at the end the following:

(8) SUPERSE1 LING ARRANGEMENTS FOR
MINORS.—.-The State plan shall provide that—

(A) except as provided in subparagraph
(B). in the case of any individual who is
under age 18 and has never married, and who
has a needy child in his or her care (or is
pregnant and is eligible for temporary em-
ployment assistance under the State plan)—

(i) such individual may receive such as-
sistance for the individual and such child (Or
for herself in the case of a pregnant woman)
only if such individual and child (or such
pregnant woman) reside in a place of resi-
dence maintained by a parent, legal guard-
ian, or other adult relative of such individual
as such parent's. guardian's. or adult rel-
ative's own home; and

'(ii) such assistance (where possible) shall
be provided to the parent, legal guardian. or
other adult relative on behalf of such indi-
vidual and child; and

(B)(i) in the case of an individual de-
scribed in clause (ii)—

(I) the State agency shall assist such indi-
vidual in locating an appropriate adult-su-
pervised supportive living arrangement tak-
ing into consideration the needs and con-
cerns of the individual, unless the State
agency determines that the individual's cur-
rent living arrangement is appropriate, and
thereafter shall require that the individual
(and child, if any) reside in such living ar-
rangement as a condition of the continued
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receipt of assistance under the plan (or in an
alternative appropriate arrangement, should
circumstances change and the current ar-
rangement cease to be appropriate), or

(II) if the State agency is unable, after
making diligent efforts, to locate any si.ich
appropriate living arrangement, the State
agency shall provide for comprehensive case
management. monitoring, and other social
services consistent with the best interests of
the individual (and child) while living inde-
pendently (as determined by the State agen-
cy): and

'(ii) for purposes of clause (i), an individ-
ual is described in this clause if—

(I) such individual has no parent or legal
guardian of his or her own who is living and
whose whereabouts are known;

"(II) no living parent or legal guardian of
such individual allows the individual to live
in the home of such parent or guardian;

(III) the State agency determines that the
physical or emotional health of such individ-
ual or any needy child of the individual
would be jeopardized if such individual and
such needy child lived in the same residence
with such individuals own parent or legal
guardian: or

'(IV) the State agency otherwise deter-
mines (in accordance with regulations issued
by the Secretary) that it is in the best inter-
est of the needy child to waive the require-
ment of subparagraph (A) with respect to
such individual.".

(b) EFFECTIVE DATE—The amendment
made by subsection (a) of this section shall
take effect in the same manner as the
amendment made by section 9101(a) takes ef-
fect.
SEC. 9503. NATIONAL CLEARINGHOUSE ON ADO-

LESCENT PREGNANCY.
(a) IN GENERAl_—Title XX (42 U.S.C. 1397-

l397f), as amended by section 9205(b) of this
Act, is amended by adding at the end the fol-
lowing:
SEC. 2010. NATIONAL CLEARINGHOUSE ON ADO-

LESCENT PREGNANCY.
(a) NATIONAL CLEARINGHOUSE ON ADOLES-

CENT PREGNANCY,—
(1) ESTABLISHMENT,—The responsible Fed-

eral officials shall establish, through grant
or contract, a national center for the collec-
tion and provision of programmatic informa-
tion and technical assistance that relates to
adolescent pregnancy prevention programs.
to be known as the 'National Clearinghouse
on Adolescent Pregnancy Prevention Pro-
grams.

(2) FUNCTIONS—The national center es-
tablished under paragraph (1) shall serve as a
national information and data clearing-
house, and as a training, technical assist-
ance, and material development source for
adolescent pregnancy prevention programs
Such center shall—

(A) develop and maintain a system for
disseminating information on all types of ad-
olescent pregnancy prevention program and
on the state of adolescent pregnancy preven-
tion program development, including infor-
mation concerning the most effective model
programs:

(B) develop and sponsor a variety of train-
ing institutes and curricula for adolescent
pregnancy prevention program staff:

(C) identify model programs representing
the various types of adolescent pregnancy
prevention programs:

(D) develop technical assistance mate-
rials and activities to assist other entit:ies in
establishing and improving adolescent preg-
nancy prevention programs:

(E) develop networks of adolescent preg-
nancy prevention programs for the purpose
of sharing and disseminating information:
and

(F) conduct such other activities as the
responsible Federal officials find will assist
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in developing and carrying Out programs or
activities to reduce adolescent pregnancy.

'(b) FUNDING—The responsible Federal of-
ficials shall make grants to eligible entities
for the establishment and operation of a Na-
tional Clearinghouse on Adolescent Preg-
nancy Prevention Programs under sub.
section (a) so that in the aggregate the ex-
penditures for such grants do not exceed
$2,000,000 for fiscal year 1996, $4,000,000 for fis-
cal year 1997, $8,000,000 for fiscal year 1998,
and $10,000,000 for fiscal year 1999 and each
subsequent fiscal year.

"(c) DEFINITIONS—As used in this section:
'(1) ADOLESCENTS—The term 'adolescents

means youth who are ages 10 through 19.
'(2) ELIGIBLE ENTITY—The term eligible

entity means a partnership that includes—
'(A) a local education agency, acting on

behalf of one or more schools, together with
'(B) one or more community-based organi-

zations. institutions of higher education, or
public or private agencies or organizations.

"(3) ELIGIBLE AREA—The term eligible
area' means a school attendance area in
which—

'(A) at least 75 percent of the children are
from low-income families as that term is
used in part A of title I of the Elementary
and Secondary Education Act of 1965: or

"(B) the number of children receiving as-
sistance under a State plan approved under
part A of title IV of this Act is substantial as
determined by the responsible Federal offi-
cials; or

"(C) the unmarried adolescent birth rate is
high, as determined by the responsible Fed-
eral officials.

"(4) SCHOOL—The term 'school' means a
public elementary, middle, or secondary
school.

"(5) RESPONSIBLE FEDERAL OF1CIALS.—The
term 'responsible Federal officials' means
the Secretary of Education, the Secretary of
Health and Human Services, and the Chief
Executive Officer of the Corporation for Na-
tional and Community Service.".

(b) EFFECTIVE DATE—The amendment
made by this section shall become effective
January 1, 1996.
SEC. 9504. REQUIRED COMPLETION OF HIGH

SCHOOL OR OTHER TRAINING FOR
TEENAGE PARENTS.

(a) IN GENERAL—Section 403(b)(1)(D). as
added by section 9101(a) of this Act, is
amended—

(1) by inserting ''(i)' after ''(D)'': and
(2) by adding at the end the following:
"(ii) in the case of a client who is a custo-

dial parent who is under age 18 (or age 19, at
the option of the State). has not successfully
completed a high-school education (or its
equivalent), and is required to participate in
the Work First program (including an indi-
vidual who would otherwise be exempt from
participation in the program), shall provide
that—

(I) such parent participate in—
"(aa) educational activities directed to-

ward the attainment of a high school di-
ploma or its equivalent on a full-time (as de-
fined by the educational provider) basis; or

"(bb) an alternative educational or train-
ing program on a full-time (as defined by the
provider) basis: and

"(II) child care be provided in accordance
with section 2009 with respect to the fam-
ily.".

(b) STATE OPTION TO PROVIDE ADDITIONAL
INCENTIVES AND PENALTIES TO ENCOURAGE
TEEN PARENTS TO COMPLETE HIGH SCHOOL
AND PARTICIPATE IN PARENTING ACTIVITIES.—

(1) STATE PLAN—Section 403(b)(1)(D), as
amended by subsection (a) of this section, is
amended by adding at the end the following:

(iii) at the option of the State. may pro-
vide that the client who is a custodial parent
or pregnant woman who is under age 19 (Or
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age 21, at the option of the State) participate
in a program of monetary incentives and
penalties which—

(I) may, at the option of the State, re-
quire full-time participation by such custo-
dial parent or pregnant woman in secondary
school or equivalent educational activities,
or participation in a course or program lead-
ing to a skills certificate found appropriate
by the State agency or parenting education
activities (or any combination of such ac-
tivities and secondary education):

'(II) shall require that the needs of such
custodial parent or pregnant woman be re-
viewed and the program assure that, either
in the initial development or revision of such
individual's individual responsibility plan,
there will be included a description of the
services that will be provided to the client
and the way in which the program and serv-
ice providers will coordinate with the edu-
cational or skills training activities in which
the client is participating:

"(III) shall provide monetary incentives
(to be treated as assistance under the State
plan) for more than minimally acceptable
performance of required educational activi-
ties;

'(IV) shall provide penalties (which may be
those required by subsection (e) or, with the
approval of the Secretary, other monetary
penalties that the State finds will better
achieve the objectives of the program) for
less than minimally acceptable performance
of required activities:

"(V) shall provide that when a monetary
incentive is payable because of the more
than minimally acceptable performance of
required educational activities by a custo-
dial parent, the incentive be paid directly to
such parent. regardless of whether the State
agency makes payment of assistance under
the State plan directly to such parent: and

"(VI) for purposes of any other Federal or
federally-assisted program based on need.
shall not consider any monetary incentive
paid under the State plan as income in deter-
mining a family's eligibility for or amount
of benefits under such program, and if assist-
ance is reduced by reason of a penalty under
this clause, such other program shall treat
the family involved as if no such penalty has
been applied.".

(c) EFFECTIVE DATE. —The amendments
made by this section shall take effect in the
same manner as the amendment made by
section 9101(a) takes effect.
SEC. 9505. DENIAL OF FEDERAL HOUSING BENE

FETS TO MINORS WHO BEAR CHIL-
DREN OUT-OF-WEDLOCK.

(a) PROHiBITION OF ASSISTANCE—Notwith-
standing any other provision of law, a house-
hold whose head of household is an individ-
ual who has borne a child out-of-wedlock be-
fore attaining 18 years of age may not be
provided Federal housing assistance for a
dwelling unit until attaining such age. un-
less—

(1) after the birth of the child—
(A) the individual marries an individual

who has been determined by the relevant
State to be the biological father of the child:
or

(B) the biological parent of the child has
legal custody of the child and marries an in
dividual who legally adopts the child:

(2) the individual is a biological and custo-
dial parent of another child who was not
born out-of-wedlock: or

(3) eligibility for such Federal housing as-
sistance is based in whole or in part on any
disability or handicap of a member of the
household.

(b) DEF1NTflONS.—For purposes of this sec-
tion, the following definitions shall apply:

(1) COVERED PROC}M.—The term "covered
program" means—
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(A) the program of rental assistance on be-

half of low-income families provided under
section 8 of the United States Housing Act of
1937 (42 U.S.C. 14370:

(B) the public housing program under title
I of the United States -lousing Act of 1937 (12
U.S.C. 1437 et seq.):

(C) the program of rent supplement pay-
ments on behalf of qualified tenants pursu-
ant to contracts entered into under section
101 of the Housing and Urban Developmert
Act of 1965 (12 U.S.C. 1701s):

(D) the program of interest reduction pay-
ments pursuant to contracts entered into by
the Secretary of Housing and Urban Develop-
ment under section 236 of the National Hous-
ing Act (12 U.S.C. 1715z-l):

(E) the program for mortgage insurance
provided pursuant to sections 221(d) (3) or (4)
of the National -lousing Act (12 U.S.C.
17151(d)) for multifamily housing for low- and
moderate-income families:

(F) the rural housing loan program unde-
section 502 of the -lousing Act of 1949 (42
U.S.C. 1472):

(C) the rural housing loan guarantee pro..
gram under section 502(h) of the Housing Act
of 1949 (42 U.S.C. 1472(h)):

(H) the loan and grant programs under sec
tion 504 of the Housing Act of 1949 (42 U.S.C.
1474) for repairs and improvements to rural
dwellings:

(I) the program of loans for rental and co-
operative rural housing under section 515 of
the Housing Act of 1949 (42 U.S.C. 1485):

(3) the program of rental assistance pay-
ments pursuant to contracts entered into
under section 521(a) (2) (A) of the Housing Act
of 1949 (42 U.S.C. 1490a(a)(2)(A)):

(K) the loan and assistance programs under
sections 514 and 516 of the Housing Act of
1949 (42 U.S.C. 1484. 1486) for housing for farm
labor:

(L) the program of grants and loans for
mutual and self-help housing and technical
assistance under section 523 of the Housing
Act of 1949 (42 U.S.C. 1490c);

(M) the program of grants for preservation
and rehabilitation of housing under section
533 of the Housing Act of 1949 (42 U.S.C.
1490m); and

(N) the program of site loans under section
524 of the Housing Act of 1949 (42 U.S.C.
1490d).

(2) COVERED PROJECT—The term 'covered
project means any housing for which Fed-
eral housing assistance is provided that is
attached to the project or specific dwelling
units in the project.

(3) FEDERAL HOUSING ASSISTANCE—The
term Federal housing assistance' means—

(A) assistance provided under a covered
program in the form of any contract, grant.
loan. subsidy. cooperative agreement, loan
or mortgage guarantee or insurance, or other
financial assistance: or

(B) occupancy in a dwelling unit that is—
(i) provided assistance under a covered pro-

gram: or -

(ii) located in a covered project and subject
to occupancy limitations under a covered
program that are based on income.

(4) STATE—The term State" means the
States of the United States, the District of
Columbia. the Commonwealth of Puerto
Rico. the Commonwealth of the Northern
Mariana Islands. Guam. the Virgin Islands,
American Samoa. and any other territory or
possession of the United States.

(c) LIMITATIONS ON APPUCABIUTy,—Sub-
section (a) shall not apply to Federal hous-
ing assistance provided for a household pur-
suant to an application or request for such
assistance made by such household before
the effective date of this Act if the household
was receiving such assistance on the effec-
tive date of this Act.
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Subtitle F—SSI Reform

SEC. 9601. DEFINITION AND ELIGIBILITY RULES.
(a) DEFINTrJON OF CHILDHOOD DISABILITY.—

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

(I) in subparagraph (A). by striking 'An in-
dividual' and inserting "Except as provided
in subparagraph (C), an individual":

(2) in subparagraph (A). by striking '(or, in
the case of an individual under the age of 18.
if he suffers from any medically determina-
ble physical or mental impairment of com-
parable severity)";

(3) by redesignating subparagraphs (C)
through (H) as subparagraphs (D) through (I).
respectively:

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

'(C) An individual under the age of 18 shall
be considered disabled for the purposes of
this title if that individual has a medically
determinable physical or mental impair-
ment, which results in marked and severe
functional limitations, and which can be ex-
pected to result in death or which has lasted
or can be expected to last for a continuous
period of not less than 12 months." and

(5) in subparagraph (F), as so redesignated
by paragraph (3) of this subsection, by strik-
ing '(D)" and inserting "(E)".

(b) CHANCES TO CHILDHOOD SSI REGULA-
TIONS.—

(1) MODIFICATION TO MEDICAL CRITERiA FOR
EVALUATION OF MENTAL AND EMOTIONAL DIS-
ORDERS—The Commissioner of Social Secu-
rity shall modify sections 112.OOC.2. and
112.02B.2.c.(2) of appendix 1 to subpart P of
part 404 of title 20, Code of Federal Regula-
tions, to eliminate references to maladaptive
behavior in the domain of personaLl
behavorial function.

(2) DISCONTINUANCE OF INDIVIDUALIZED
FUNCTIONAL ASSESSMENT—The Commissioner
of Social Security shall discontinue the indi-
vidualized functional assessment for children
set forth in sections 416.924d and 416.924e of
title 20. Code of Federal Regulations.

(c) EFFECTIVE DATE; REGULATIONS: APPLI-
CATION TO CuRiErrr RECIPIENTS.—

(I) IN GENERAL—The amendments made by
subsections (a) and (b) shall apply to appli-
cants for benefits for months beginning on or
after the date of the enactment of this Act.
without regard to whether regulations have
been issued to implement such amendments.

(2) REGULATIONS—The Commissioner of
Social Security shall issue such regulations
as the Commissioner determines to be nec-
essary to implement the amendments made
by subsections (a) and (b) not later than 60
days after the date of the enactment of this
Act.

(3) APPLICATION TO CURRENT RECIPIENTS.—
(A) EUGIBILITY DETERMINATIONS—Not

later than 1 year after the date of the enact-
ment of this Act, the Commissioner of Social
Security shall redetermine the eligibility of
any individual under age 18 who is receiving
supplemental security income benefits based
on a disability under title XVI of the Social
Security Act as of the date of the enactment
of this Act and whose eligibility for such
benefits may terminate by reason of the
amendments made by subsection (a) or (b).
With respect to any redetermination under
this subparagraph—

(i) section 1614(a) (4) of the Social Security
Act (42 U.S.C. 1382c(a)(4)) shall not apply:

(ii) the Commissioner of Social Security
shall apply the eligibility criteria for new
applicants for benefits under title XVI of
such Act;

(iii) the Commissioner shall give such rede-
termination priority over all continuing eli-
gibility reviews and other reviews under
such title; and

(iv) such redetermination shall be counted
as a review or redetermination otherwise re-
cjuired to be made under section 208 of the
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Social Security Independence and Program
Improvements Act of 1994 or any other provi-
sion of title XVI of the Social Security Act.

(B) CRANDFAi,ER PROVISION—The amend-
ments made by subsections (a) and (b), and
the redetermination under subparagraph (A),
shall only apply with respect to the benefits
of an individual described in subparagraph
(A) for months beginning on or after January
1. 1997.

(C) NOTICE—Not later than 90 days after
the date of the enactment of this Act, the
Commissioner of Social Security shall notify
an individual described in subparagraph (A)
of the provisions of this paragraph.
SEC. 9602. ELIGIBILITY REDETERMINATIONS AND

CONTINUING DISABILITY REVIEWS.

(a) CONTINUING DISABILITY REVIEWS RELAT-
ING TO CERTAIN CHILDREN—Section
1614(a)(3)(H) (42 U.S.C. 1382c(a)(3)(H)), as so
redesignated by section 9601(a) (3) of this Act.
is amended—

(I) by inserting (i)" after "(H)'; and
(2) by adding at the end the following new

clause:
'(ii) (I) Not less frequently than once every

3 years. the Commissioner shall review in ac-
cordance with paragraph (4) the continued
eligibility for benefits under this title of
each individual who has not attained 18

years of age and is eligible for such benefits
by reason of an impairment (or combination
of impairments) which may improve (or.
which is unlikely to improve, at the option
of the Commissiorr).

(II) A parent or guardian of a recipient
whose case is reviewed under this clause
shall present. at the time of review, evidence
demonstrating that the recipient is, and has
been, receiving treatment, to the extent con-
sidered medically necessary and available, of
the condition which was the basis for provid-
ing benefits under this title.".

(b) DISABILITY ELIGIBILITY REDETERMINA-
TIONS REQUIRED FOR SSI RECIPIENTS WHO AT-
TAIN 18 YEARS OFAGE.—

(1) IN GENERAL—Section 1614(a)(3)(H) (42
U.S.C. 1382c(a)(3)(H)), as so redesignated by
section 9601(a)(3) of this Act and as amended
by subsection (a) of this section. is amended
by adding at the end the following new
clause:

(iii) If an individual is eligible for benefits
under this title by reason of disability for
the month preceding the month in which the
individual attains the age of 18 years, the
Commissioner shall redetermine such eligi-
bility—

(I) during the 1-year period beginning on
the individual's 18th birthday; and

'(II) by applying the criteria used in deter-
mining the initial eligibility for applicants
who have attained the age of 18 years.
With respect to a redetermination under this
clause, paragraph (4) shall not apply and
such redetermination shall be considered a
substitute for a review or redetermination
otherwise required under any other provision
of this subparagraph during that I-year pe-
riod.".

(2) CONFORMING REPEAL—Section 207 of the
Social Security Independence and Program
Improvements Act of 1994 (42 U.S.C. 1382
note: 108 Stat, 1516) is hereby repealed.

(c) CONTINUING DISABILITY REVIEW RE-
QUIRED FOR Low BIRTH WEIGHT BABIES—Sec-
tion 1614(a) (3) (H) (42 U.S.C. 1382c(a)(3)(H)), as
so redesignated by section 9601 (a) (3) of this
Act and as amended by subsections (a) and
(b) of this section, is amended by adding at
the end the following new clause:

'(iv)(I) Not later than 12 months after the
birth of an individual. the Commissioner
shall review in accordance with paragraph (4)
the continuing eligibility foç benefits under
this title by reason of disability of such indi-
vidual whose low birth weight is a contribut-
ing factor material to the Commissioner's
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determination that the individual is dis-
abled.

"(II) A review under subclause (1) shall be
considered a substitute for a review other-
wise required under any other provision of
this subparagraph during that 12-month pe-
riod.

"(III) A parent or guardian of a recipient
whose case is reviewed under this clause
shall present. at the time of review, evidence
demonstrating that the recipient is. and has
been, receiving treatment, to the extent con-
sidered medically necessary and available, of
the condition which was the basis for pro'iid-
ing benefits under this title.".

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to benefits
for months beginning on or after the date of
the enactment of this Act, without regard to
whether regulations have been issued to im-
plement such amendments.
SEC. 9603. ADDIflONAL ACCOUNTABILITY RE-

QUIREMENTS.
(a) TIGHTENING OF REPRESENTATIVE PAYEE

REQUIREMENTS.—
(I) CLARIFICATION OF ROLE—Section

1631 (a) (2) (B) (ii) (42 U.S.C. 1383(a)(2) (B) (ii)) is
amended by striking 'and at the end of
subclause (II). by striking the period at the
end of subclause (IV) and inserting "; and'.
and by adding after subclause (IV) the fol-
lowing new subclause:

(V) advise such person through the notice
of award of benefits, and at such other times
as the Commissioner of Social Security
deems appropriate, of specific examples of
appropriate expenditures of benefits under
this title and the proper role of a representa-
tive payee.".

(2) DOCUMENTATION OF EXPENDITURES RE-
QUIRED.—

(A) IN GENERAL—Subparagraph (C)(i) of
section 1631(a)(2) (42 U.S.C. l383(a)(2)) is
amended to read as follows:

(C) (i) In any case where payment is made
to a representative payee of an individual or
spouse, the Commissioner of Social Security
shall—

(I) require such representative payee to
document expenditures and keep contem-
poraneous records of transactions made
using such payment: and

'(II) implement statistically valid proce-
dures for reviewing a sample of such contem-
poraneous records in order to identify in-
stances in which such representative payee
is not properly using such payment".

(B) CONFORMING AMENDMENT WITH RESPEcr
TO PARENT pAyEE5.—Clause (ii) of section
1631(a)(2)(C) (42 U.S.C. 1383(a)(2)(C)) is amend-
ed by striking Clause (i)' and inserting
'Subclauses (II) and (III) of clause (i)

(3) EFFECTIVE DATE—The amendments
made by this subsection shall apply to bene-
fits paid after the date of the enactment of
this Act.

(b) DEDICATED SAVINGS ACCOUNTS.—
(1) IN GENERAL—Section l63l(a)(2)(B) (42

U.S.C. 1383(a)(2)(B)) is amended by adding at
the end the following:

"(xiv) Notwithstanding clause (x), the
Commissioner of Social Security may. at the
request of the representative payee. pay any
lump sum payment for the benefit of a child
into a dedicated savings account that could
only be used to purchase for such child--

"(I) education and job skills training:
"(II) special equipment or housing modi-

fications or both specifically related to. and
required by the nature of, the child's disabil-
ity: and

"(III) appropriate therapy and rehabilita-
tion.".

(2) DISREGARD OF TRUST FUNDS—Section
1613(a) (42 U.S.C. 1382b(a)) is amended—

(A) by striking 'and" at the end of para-
graph (10),

(B) by striking the period at the end of
paragraph (11) and inserting '; and", and
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(C) by inserting after paragraph (11) the

following:
"(12) all amounts deposited in, or interest

credited to. a dedicated savings account de-
scribed in section 1631(a) (2) (8) (xiv),''.

(3) EFFECTIVE DATE—The amendments
made by this subsection shall apply to pay-
ments made after the date of the enactment
of this Act.
SEC. 9604. DENIAL OF SSI BENEFITS BY REASON

OF DISABILITY TO DRUG ADDICTS
AND ALCOHOLICS.

(a) IN GENERAI.—Section 1614(a)(3) (42
U.S.C. 1382c(a)(3)). as amended by section
9601 (a) (3) of this Act, is amended by adding
at the end the following:

'(i) Notwithstanding subparagraph (A). an
individual shall not be considered to be dis-
abled for purposes of this title if alcoholism
or drug addiction would (but for this sub-
paragraph) be a contributing factor material
to the Commissioner's determination that
the individual is disabled.".

(b) CONFORMING AMENDMENTS.—
(1) Section 1611(e) (42 U.S.C. 1382(e)) is

amended by striking paragraph (3).
(2) Section 1613(a)(12) (42 U.S.C.

1382b(a)(12)) is amended by striking
''1631(a) (2)(B) (xiv)" and inserting

163 1(a) (2) (B) (xiii)''.
(3) Section 1631(a)(2)(A)(ii) (42 U.S.C.

1383(a) (2) (A) (ii)) is amended—
(A) by striking "(I)": and
(B) by striking subclause (II).
(4) Section 1631(a)(2)(B) (42 U.S.C.

1383 (a) (2) (B)) is amended—
(A) by striking clause (vii);
(B) in clause (viii), by striking "(ix)" and

inserting '(viii)":
(C) in clause (ix)—
(i) by striking "(viii)" and inserting

"(vii)"; and
(ii) in subclause (II), by striking all that

follows "15 years" and inserting a period;
(D) in clause (xiii)—
(i) by striking "(xii)" and inserting "(xi)";

and
(ii) by striking "(xi)" and inserting "(x)":
(E) in clause (xiv) (as added by section

9603(b) (1) of this Act). by striking "(x)" and
inserting "(ix)": and

(F) by redesignating clauses (viii) through
(xiv) as clauses (vii) through (xiii). respec-
tively.

(5) Section 1631(a)(2)(D)(i)(II) (42 U.S.C.
1383(a) (2) (D) (i) (II)) is amended by striking all
that follows "$25.00 per month" and inserting
a period.

(6) Section 1634 (42 U.S.C. 1383c) is amended
by striking subsection (e).

(7) Section 201(c)(1) of the Social Security
Independence and Program Improvements
Act of 1994 (42 U.S.C. 425 note) is amended—

(A) by striking "—" and all that follows
through "(A)" the 1st place such term ap-
pears;

(B) by striking "and" the 3rd place such
term appears:

(C) by striking subparagraph (B):
(D) by striking 'either subparagraph (A) or

subparagraph (B)" and inserting "the preced-
ing sentence': and

(E) by striking "subparagraph (A) or (B)"
and inserting 'the preceding sentence".

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on Oc-
tober 1. 1995. and shall apply with respect to
months beginning on or after such date.

(d) FUNDING OF CRTAJN PROCRAMS FOR
DRUG ADDICTS AND ALCOHOLICS—Out of any
money in the Treasury of the United States
not otherwise appropriated, the Secretary of
the Treasury shall pay to the Director of the
National Institute on Drug Abuse—

(1) $95000000. for each of fiscal years 1997.
1998. 1999, and 2000, for expenditure through
the Federal Capacity Expansion Program to
expand the availability of drug treatment:
and
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(2) $5,000,000 for each of fiscal years 1997,

1998. 1999. and 2000 to be expended solely on
the medication development project to im-
prove drug abuse and drug treatment re-
search.
SEC. 9605. DENIAL OF SSI BENEFITS FOR 10

YEARS TO INDIVIDUALS FOUND TO
HAVE FRAUDULENTLY MISREPRE-
SENTED RESIDENCE IN ORDER TO
OBTAIN BENEFITS SIMULTA-
NEOUSLY IN 2 OR MORE STATES.

Section 1614(a) (42 U.S.C. 1382c(a)) is
amended by adding at the end the following:

"(5) An individual shall not be considered
an eligible individual for purposes of this
title during the 10-year period beginning on
the date the individual is found by a State to
have made, or is convicted in Federal or
State court of having made. a fraudulent
statement or representation with respect to
the place of residence of the individual in
order to receive benefits simultaneously
from 2 or more States under programs that
are funded under part A of title IV. or title
XIX of this Act, the consolidated program of
food assistance under chapter 2 of subtitle E
of title XIV of the Omnibus Budget Rec-
onciliation Act of 1995. or the Food Stamp
Act of 1977 (as in effect before the effective
date of such chapter), or benefits in 2 or
more States under the supplemental security
income program under title XVI of this
Act,',
SEC. 9606. DENIAL OF SSI BENEFITS FOR FUGI-

TIVE FELONS AND PROBATION AND
PAROLE VIOLATORS.

(a) IN GENERAL—Section 1611(e) (42 U.S.C.
1382(e)), as amended by section 9604(b)(l) of
this Act, is amended by inserting after para-
graph (2) the following:

(3) A person shall not be an eligible mdi-
vidual or eligible spouse for purposes of this
title with respect to any month if, through-
out the month, the person is—

(A) fleeing to avoid prosecution. or cus-
tody or confinement after conviction. under
the laws of the place from which the person
flees. for a crime. or an attempt to commit
a crime, which is a felony under the laws of
the place from which the person flees, or
which, in the case of the State of New Jer-
sey. is a high misdemeanor under the laws of
such State; or

(B) violating a condition of probation or
parole imposed under Federal or State law,".

(b) EXCHANGE OF INFORMATION WITH LAW
ENFORCEMENT AGENCIES—Section 1631(e) of
such Act (42 U.S.C. 1383(e)) is amended by in-
serting after paragraph (3) the following:

(4) Notwithstanding any other provision
of law, the Commissioner shall furnish any
Federal. State, or local law enforcement offi-
cer, upon the request of the officer, with the
current address of any recipient of benefits
under this title, if the offIcer furnishes the
agency with the name of the recipient and
notifies the agency that—

(A) the recipient—.
(i) is fleeing to avoid prosecution. or cus-

tody or confinement after conviction, under
the laws of the place from which the person
flees, for a crime, or an attempt to commit
a crime. vhich is a felony under the laws of
the place from which the person flees, or
which, in the case of the State of New Jer-
sey. is a high misdemeanor under the laws of
such State;

"(ii) is violating a condition of probation
or parole imposed under Federal or State
law; or

"(iii) has information that is necessary for
the officer to conduct the officer's official
duties:

(B) the location or apprehension of the re-
cipient is within the official duties of the of-
ficer: and
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(C) the request is made in the proper exer-

cise of such duties.'.
SEC. 9607. REAPPLICATION REQUIREMENTS FOR

ADULTS RECEIVING SSI BENEFflFS
BY REASON OF DISABILITY.

(a) IN GENERAL—Section 1614(a)(3)(H) (42
U.S.C. 1382c(a)(3)(H)). as so redesignated by
section 9601(a)(3) of this Act and as amended
by section 9602 of this Act, is amended by
adding at the end the following:

"(v) In the case of an individual who has
attained 18 years of age and for whom a de-
termination has been made of eligibility for
a benefit under this title by reason of dis-
ability, the following applies:

(I) Subject to the provisions of this
clause, the determination of eligibility is ef-
fective for the 3-year period beginning on the
date of the determination, and the eligibility
of the individual lapses unless a determina-
tion of continuing eligibility is made before
the end of such period, and before the end of
each subsequent 3-year period. Thi;
subclause ceases to apply to the individual
upon the individual attaining 65 years of age.
This subclause does not apply to the individ
ual if the individual has an impairnient that
is not expected to improve (Or a combination
of impairments that are not expected to im-
prove).

'(II) With respect to a determination
under subclause (I) of whether the individual
continues to be eligible for the benefit (in
this clause referred to as a 'redetermina-
tion'). the Commissioner may not make the
redetermination unless the individual sub-
mits to the Commissioner an application re-
questing the redetermination. If such an ap-
plication is submitted, the Commissioner
shall make the redetermination. This
subclause is subject to subclause (V).

'(III) If as of the date on which this clause
takes effect the individual has been receiv-
ing the benefit for three years or less, the
first period under subclause (I) for the indi-
vidual is deemed to end on the expiration of
the period beginning on the date on which
this clause takes effect and continuing
through a number of months equal to 12 plus
a number equal to 36 minus the number of
months the individual has been receiving the
benefit.

"(IV) If as of the date on which this clause
takes effect the individual has been receiv-
ing the benefit for five years or less, but for
more than three years. the first period under
subclause (I) for the individual is deemed to
end on the expiration of the I-year period be-
ginning on the date on which this clause
takes effect.

(V) If as of the date on which this clause
takes effect the individual has been receiv-
ing the benefit for more than five years. the
Commissioner shall make redeterminations
under subclause (I) and may not require the
individual to submit applications for the
redeterminations. The first 3-year period
under subclause (I) for the individual is
deemed to begin upon the expiration of the
period beginning on the date on which this
clause takes effect and ending upon the ter-
mination of a number of years equal to the
lowest number (greater than zero) that can
be obtained by subtracting the number of
years that the individual has been receiving
the benefit from a number that is a multiple
of three.

(VI) If the individual first attains 18 years
of age on or after the date on which this
clause takes effect, the first 3-year period
under subclause (I) for the individual is
deemed to end on the date on which the indi-
vidual attains such age.

"(VII) Not later than one year prior to the
date on which a determination under
subclause (I) expires. the Commissioner shall
(except in the case of an individual to whom
subclause (V) applies) provide to the individ-
ual a written notice explaining the applica-
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bility of this clause to the individual, includ-
ing an explanation of the effect of failing to
submit the application. If the individual sub-
mits the application not later than 180 days
prior to such date and the Commissioner
does not make the redetermination before
such date, the Commissioner shall continue
to provide the benefit pending the redeter-
mination and shall publish in the Federal
Register a notice that the Commissioner was
unable to make the redetermination by such
date.

(VIII) If the individual fails to submit the
application under subclause (II) by the end of
the applicable period under subclause (I), the
individual may apply for a redetermination.
The Commissioner shall make the redeter-
mination for the individual only after mak-
ing redeterminations for individuals for
whom eligibility has not lapsed pursuant to
subclause (I).'.

(b) LflvUTATIONS ON AUTHORIZATION OF AP-
PROPRIATIONS—For redeterminations of eli-
gibility pursuant to section 1614(a)(3)(H)(v)
of the Social Security Act, there are author-
ized to be appropriated to the Commissioner
of Social Security not more than $100,000,000
for fiscal years 1996 through 2000.

(c) EFFECTIVE DATE—The amendment
made by subsection (a) takes effect upon the
expiration of the 9-month period beginning
on the date of the enactment of this Act.
SEC. 9608. NARROWING OF SSI ELIGIBILITY ON

BASIS OF MENTAL IMPAIRMENTS.
(a) IN GENERAL—Section 1614(a)(3)(A) (42

U.S.C. 1382c(a) (3) (A)) is amended by adding at
the end the following sentence: 'In making
determinations under this clause regarding
the severity of mental impairments, the Sec-
retary shall revise the regulations under sub-
part P of part 404 of title 20. Code of Federal
Regulations, to accomplish the result that
(relative to such regulations as in effect
prior to the date on which this sentence
takes effect) less weight is given to criteria
regarding concentration, persistence (and
pace), and ability to tolerate increased men-
tal demand associated with competitive
work, and that, accordingly. the eligibility
criteria regarding mental impairments are
narrowed.".

(b) FINAL RECULATIONS.—The final rule for
the regulations required in subsection (a)
shall be issued before the expiration of the 9-
month period beginning on the date of the
enactment of this Act, and shall take effect
upon the expiration of such period.
SEC. 9609. REDUCTION IN UNEARNED INCOME

EXCLUSION.
(a) IN GENERAL—Section 1612(b)(3)(A) (42

U.S.C. 1382a(b)(3)(A)) is amended by striking
"$20'• and inserting $15".

(b) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply to bene-
fits for months beginning after December 31.
1995.

Subtitle G—Food Assistance
CHAPTER 1—FOOD STAMP PROGRAM

SEC. 9701. APPLICATION OF AMENDMENTS.
The amendments made by this chapter

shall not apply with respect to certification
periods beginning before the effective date of
this chapter.
SEC. 9702. AMENDMENTS TO THE FOOD STAMP

ACT OF 1977.

(a) CERTIFICATION PERIOD.—(1) Section 3(c)
of the Food Stamp Act of 1977 (7 U.S.C.
?.012(c)) is amended to read as follows:

(c) 'Certification period' means the period
pecified by the State agency for which
households shall be eligible to receive au-
Ihorization cards, except that such period
shall be—

'(1) 24 months for households in which all
adult members are elderly or disabled: and

"(2) not more than 12 months for all other
households.".
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(2) Section 6(c)(1)(C) of the Food Stamp

Act of 1977 (7 U.S.C. 2015(c)(1)(C)) is amend-
ed—

(A) in clause (ii) by adding "and" at the
end;

(B) in clause (iii) by striking ': and at the
end and inserting a period: and

(C) by striking clause (iv).
(b) ENERCY ASSISTANCE COUNTED AS IN-

COME.—
(1) LIMrTINC EXCLUSION—Section 5(d)(lI) of

the Food Stamp Act of 1977 (7 U.S.C.
2014(d) (11)) is amended—

(A) by striking "(A) under any Federal law.
or (B)": and

(B) by inserting before the comma at the
end the following: ". except that no benefits
provided under the State program under part
A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) shall be excluded under
this clause".

(2) CONFORMINC AMENDMENTS.—
(A) Section 5(e) of the Food Stamp Act of

1977 (7 U.S.C. 2014(e)) is amended by striking
the ninth through the twelfth sentences.

(B) Section 5(k)(2) of the Food Stamp Act
of 1977 (7 U.S.C. 2014(k)(2)) is amended by
striking subparagraph (C) and redesignating
subparagraphs (D) through (H) as subpara-
graphs (C) through (G). respectively.

(C) Section 5(k) of the Food Stamp Act of
1977 (7 U.S.C. 2014(k)) is amended by adding
at the end the following:

'(4) For purposes of subsection (d)(1). any
payments or allowances made under any
Federal or State law for the purposes of en-
ergy assistance shall be treated as money
payable directly to the household.".

(D) Section 2605(f) of the Low-Income
Home Energy Assistance Act of 1981 (42
U.S.C. 8634(f)) is amended—

(i) in paragraph (1). by striking "food
stamps";

(ii) by striking '(f)(l) Notwithstanding"
and inserting '(f) Notwithstanding": and

(iii) by striking paragraph (2).
(c) EXCLUSION OF CERTAir' JTPA INCOME.—

Section 5 of the Food Stamp Act of 1977 (7
U.S.C. 2014) is amended—

(I) in subsection (d)—
(A) by striking "and (16)" and inserting

"(16)": and
(B) by inserting before the period at the

end the following: '. and (17) income re-
ceived under the Job Training Partnership
Act (29 U.S.C. 1501 et seq.) by a household
member who is less than 19 years of age":
and

(2) in subsection (. by striking "under sec-
tion 204(b)(I)(C)" and all that follows and in-
serting 'shall be considered earned income
for purposes of the food stamp program.".

(d) EXCLUSION OF LIFE INSu1,NCE POLI-
CIES—Section 5(g) of the Food Stamp Act of
1977 (7 U.S.C. 2014(g)) is amended by adding
at the end the following:

"(6) The Secretary shall exclude from fi-
nancial resources the cash value of any life
insurance policy owned by a member of a
household.".

(e) IN-TANDEM EXCLUSIONS FROM INCOME.—
Section 5 of the Food Stamp Act of 1977 (7
U.S.C. 2014) is amended by adding at the end
the following:

(n) Whenever a Federal statute enacted
after the date of the enactment of this Act
excludes funds from income for purposes of
determining eligibility, benefit levels, or
both under State plans approved under part
A of title IV of the Social Security Act, then
such funds shall be excluded from income for
purposes of determining eligibility, benefit
levels, or both, respectively, under the food
stamp program of households all of whose
members receive benefits under a State plan
approved under part A of title IV of the So-
cial Security Act.".
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SEC. 9703. AUTHORITY TO ESTABLISH AUTHOR-

IZATION PERIODS.
Section 9(a)(I) of the Food Stamp Act of

1977 (7 U.S.C. 2018(a) (1)) is amended by adding
at the end the following: The Secretary is
authorized to issue regulations establishing
specific time periods during which authoriza-
tion to accept and redeem coupons under the
food stamp program shall be valid..
SEC. 9704. SPECIFIC PERIOD FOR PROHIBITING

PARTICIPATION OF STORES BASED
ON LAC( OF BUSINESS INTEGRITY.

Section 9(a)(1) of the Food Stamp Act of
1977 (7 U.S.C. 2018(a) (1)). as amended by sec-
tion 9703. is amended by adding at the end
the following: 'The Secretary is authorized
to issue regulations establishing specific
time periods during which a retail food store
or wholesale food concern that has an appli.
cation for approval to accept and redeem
coupons denied or that has such an approval
withdrawn on the basis of business integrity
and reputation cannot submit a new applica.
tion for approval. Such periods shall reflect
the severity of business integrity infractions
that are the basis of such denials or with-
drawals.
SEC. 9705. INFOR1ATION FOR VERIFYING ELIGI

BILITY FOR AUTHORIZATION.
Section 9(c) of the Food Stamp Act of 1977

(7 U.S.C. 2018(c)) is amended—
(1) in the first sentence by inserting

which may include relevant income and sales
tax filing documents." after submit infor-
mation and

(2) by inserting after the first sentence the
following: 'The regulations may require re-
tail food stores and wholesale food concerns
to provide written authorization for the Sec-
retary to verify all relevant tax filings with
appropriate agencies and to obtain corrobo-
rating documentation from other sources in
order that the accuracy of information pro-
vided by such stores and concerns may be
verified..
SEC. 9706. WAITING PERIOD FOR STORES THAT

INITIALLY FAIL TO MEET AUTHOR.
IZATION CRITERIA.

Section 9(d) of the Food Stamp Act of 1977
(7 U.S.C. 2018(d)) is amended by adding at the
end the following: 'Regulations issued pur-
suant to this Act shall prohibit a retail food
store or wholesale food concern that has an
application for approval to accept and re-
deem coupons denied because it does not
meet criteria for approval established by the
Secretary in regulations from submitting a
new application for six months from the date
of such denial..
SEC. 9707. BASES FOR SUSPENSIONS AND DIS-

QUALIFICATIONS.
Section 12(a) of the Food Stamp Act of 1977

(7 U.S.C. 2021(a)) is amended by adding at the
end the following: Regulations issued pur-
suant to this Act shall provide criteria for
the finding of violations and the suspension
or disqualification of a retail food stcre or
wholesale food concern on the basis of evi-
dence which may include, but is not limited
to. facts established through on-site inves-
tigations, inconsistent redemption data, or
evidence obtained through transaction re-
ports under electronic benefit transfer sys-
tems.'.
SEC. 9708. AUTHORITY TO SUSPEND STORES VIO-

LATING PROGRAM REQUIREMENTS
PENDING ADMINISTRATIVE AND JU-
DICIAL REVIEW.

(a) Section 12(a) of the Food Stamp Act of
1977 (7 U.S.C. 2021(a)). as amended by section
9707, is amended by adding at the end the fol-
lowing: Such regulations may establish cri-
teria under which the authorization of a re-
tail food store or wholesale food concern to
accept and redeem coupons may be sus-
pended at the time such store or concern is
initially found to have committed violations
of program requirements. Such suspension
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may coincide with the period of a review as
provided in section 14. The Secretary shall
not be liable for the value of any sales lost
during any suspension or disqualification pe-
riod..

(b) Section 14(a) of the Food Stamp Act of
1977 (7 U.S.C. 2023(a)) is amended—

(1) in the first sentence by inserting 'sus-
pended. before disqualified or subjected

(2) in the fifth sentence by inserting before
the period at the end the following: ". except
that in the case of the suspension of a retail
food store or wholesale food concern pursu-
ant to section 12(a), such suspension shall re-
main in effect pending any administrative or
judicial review of the proposed disqualifica-
tion action, and the period of suspension
shall be deemed a part of any period of dis-
qualification which is imposed.: and

(3) by striking the last sentence.
SEC. 9709. DISQUALIFICATION OF RETAILERS

WHO ARE DISQUALIFIED FROM THE
WIC PROGRAM.

Section 12 of the Food Stamp Act of 1977 (7
U.S.C. 2021) is amended by adding at the end
the following:

(g) The Secretary shall issue regulations
providing criteria for the disqualification of
approved retail food stores and wholesale
food concerns that are otherwise disqualified
from accepting benefits under the Special
Supplemental Nutrition Program for
Women. Infants and Children (WIC) author-
ized under section 17 of the Child Nutrition
Act of 1966. Such disqualification—

(1) shall be for the same period as the dis-
qualification from the WIC Program;

(2) may begin at a later date: and
(3) notwithstanding section 14 of this Act,

shall not be subject to administrative orju-
dicial review..
SEC. 9710. PERMANENT DEBARMENT OF RETAIL-

ERS WHO INTENTIONALLY SUBMIT
FALSIFIED APPLICATIONS.

Section 12 of the Food Stamp Act of 1977 (7
U.S.C. 2021). as amended by section 9709, is
amended by adding at the end the following:

(h) The Secretary shall issue regulations
providing for the permanent disqualification
of a retail food store or wholesale food con-
cern that is determined to have knowingly
submitted an application for approval to ac-
cept and redeem coupons which contains
false information about one or more sub-
stantive matters which were the basis for
providing approval. Any disqualification im-
posed under this subsection shall be subject
to administrative and judicial review pursu-
ant to section 14. but such disqualification
shall remain in effect pending such review.".
SEC. 9711. EXPANDED CIVIL AND CRIMINAL FOR-

FEITURE FOR VIOLATIONS OF THE
FOOD STAMP ACT.

(a) FORFEITURE OF ITEMS ExCHANGEI) IN
FOOD STAMP TRAFFICKING—Section 15(g) of
the Food Stamp Act of 1977 (7 U.S.C. 2024(g))
is amended by striking 'or intended to be
furnished",

(b) CIL AND CRIMINAL FORFEfl1jR.E.—Sec-
tion 15 of the Food Stamp Act of 1977 (7
U.S.C. 2024)) is amended by adding at the end
the following:

'(h)(l) CIL FORFEITURE FOR FOOD STAME'
BENEFIT VIOLATIONS.—

(A) Any food stamp benefits and any
property, real or personal—

(i) constituting. derived from, or trace-
able to any proceeds obtained directly or in-
directly from, or

(ii) used, or intended to be used, to com-
mit. or to facilitate.
the commission of a violation of subsection
(b) or subsection (c) involving food stamp
benefits having an aggregate value of not
less than $5,000. shall be subject to forfeiture
to the United States.

(B) The provisions of chapter 46 of title
18. United States Code, relating to civil for-
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feitures shall extend to a seizure or forfeit-
ure under this subsection, insofar as applica-
ble and not inconsistent with the provisions
of this subsection.

(2) CRIMINAL FORFEITURE FOR FOOD STAMP
BENEFIT VIOLATIONS.—

(A) (i) Any person convicted of violating
subsection (b) or subsection (c) involving
food stamp benefits having an aggregate
value of not less than $5000. shall forfeit to
the United States, irrespective of any State
law—

(I) any food stamp benefits and any prop-
erty constituting, or derived from, or trace
able to any proceeds such person obtained di-
rectly or indirectly as a result of such viola
tion; and

(II) any food stamp benefits and any of
such person's property used, or intended to
be used, in any manner or part, to commit.
or to facilitate the commission of such viola-
tion,

(ii) In imposing sentence on such person.
the court shall order that the person forfeit
to the United States all property described
in this subsection.

(B) All food stamp benefits and any prop.
erty subject to forfeiture under this sub-
section. any seizure and disposition thereof,
and any administrative or judicial proceed.
ing relating thereto. shall be governed by
subsections (b), (c). (e). and (g) through (p) of
section 413 of the Comprehensive Drug Abuse
Prevention and Control Act of 1970 (21 U.S.C.
853), insofar as applicable and not inconsist-
ent with the provisions of this subsection.

"(3) APPLICABILITY—This subsection shall
not apply to property specified in subsection
(g) of this section.

(4) RULES—The Secretary may prescribe
such rules and regulations as may be nec-
essary to carry Out this subsection.'.
SEC. 9712. EXPANDED AUTHORITY FOR SHARING

INFORMATION PROVIDED BY RE-
TAILERS.

(a) Section 205(c)(2) (C) (iii) of the Social Se-
curity Act (42 U.S.C. 405(c) (2) (C) (iii)) (as
amended by section 316(a) of the Social Secu-
rity Administrative Reform Act of 1994 (Pub-
lic Law 103—296: 108 Stat. 1464) is amended—

(1) by inserting in the first sentence of
subclause (II) after 'instrumentality of the
United States" the following: ", or State
government officers and employees with law
enforcement or investigative responsibil.
ities. or State agencies that have the respon-
sibility for administering the Special Sup-
plemental Nutrition Program for Women. In'
fants and Children (WIC)";

(2) by inserting in the last sentence of
subclause (II) immediately after "other Fed-
eral" the words 'or State"; and

(3) by inserting "or a State" in subclause
(III) immediately after 'United States".

(b) Section 6109(t)(2) of the Internal Reve-
nue Code of 1986 (26 U.S.C. 6109ffl(2)) (as
added by section 316(b) of the Social Security
Administrative Reform Act of 1994 (Public
Law 103—296; 108 Stat, 1464)) is amended—

(1) by inserting in subparagraph (A) after
'instrumentality of the United States" the
following: ', or State government officers
and employees with law enforcement or in-
vestigative responsibilities, or State agen.
cies that have the responsibility for admin-
istering the Special Supplemental Nutrition
Program for Women. Infants and Children
(WIC)

(2) in the last sentence of subparagraph (A)
by inserting "or State" after "other Fed-
eral"; and

(3) in subparagraph (B) by inserting "or a
State" after "United States",
SEC. 9713. EXPANDED DEFINITION OF "COUPON.

Section 3(d) of the Food Stamp Act of 1977
(7 U.S.C. 2012(d)) is amended by striking "or
type of certificate" and inserting "type of
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certificate, authorization cards, cash or
checks issued of coupons or access devicfts,
including, but not limited to. electronic ben-
efit transfer cards and personal identifica-
tion numbers".
SEC. 9714. DOUBLED PENALTIES FOR VIOLATING

FOOD STAMP PROGRAM REQUIRE.
MENTS.

Section 6(b)(I) of the Food Stamp Act of
1977 (7 U.S.C. 201 S(b)(l)) is amended—

(I) in clause (i)—
(A) by striking "six months" and insertirftg

'1 year and
(B) by adding 'and' at the end; and
(2) striking clauses (ii) and (iii) and insert-

ing the following:
(ii) permanently upon—
(I) the second occasion of any such deter-

mination: or -

(II) the first occasion of a finding by a
Federal, State. or local court of the trading
of a controlled substance (as defined in sec-
tion 102 of the Controlled Substances Act (21
U.S.C. 802)). firearms, ammunition, or explo-
sives for coupons,,
SEC. 9715. MANDATORY CLAIMS COLLECTION

METHODS.
(a) Section 11(e)(8) of the Food Stamp Act

of 1977 (7 U.S.C. 2020(e)(8)) is amended by in'
serting 'or refunds of Federal taxes as au
thorized pursuant to 31 U.S.C. 3720A" before
the semicolon at the end.

(b) Section 13(d) of the Food Stamp Act of
1977 (7 U.S.C. 2022(d)) is amended—

(I) by striking "may" and inserting
'shall": and

(2) by inserting 'or refunds of Federal
taxes as authorized pursuant to 31 U.S.C.
3720A" before the period at the end.

(c) Section 6103(1) of the Internal Revenue
Code (26 U.S.C. 6103(1)) is amended—

(I) by striking "officers and employees" in
paragraph (l0)(A) and inserting "officers.
employees or agents. including State agen-
cies": and

(2) by striking "officers and employees" in
paragraph (I0)(B) and inserting officers, em-
ployees or agents, including State agencies'.
SEC. 9716. PROMOTING EXPANSION OF ELEC.

TRONIC BENEFITS TRANSFER.
Section 7(i) of the Food Stamp Act of 1977

(7 U.S.C. 2016(i)(l)) is amended—
(1) by amending paragraph (1) to read:
"(l)(A) State agencies are encouraged to

implement an on-line electronic benefit
transfer system in which household benefits
determined under section 8(a) are issued
from and stored in a central data bank and
electronically accessed by household mem-
bers at the point-of-sale.

"(B) Subject to paragraph (2), a State
agency is authorized to procure and imple-
ment an electronic benefit transfer system
under the terms, conditions, and design that
the State agency deems appropriate.

'(C) The Secretary shall, upon request of a
State agency, waive any provision of this
subsection prohibiting the effective imple-
mentation of an electronic benefit transfer
system consistent with the purposes of this
Act. The Secretary shall act upon any re-
quest for such a waiver within 90 days of re-
ceipt of a complete application.

(2) in paragraph (2). by striking "for the
approval': and

(3) in paragraph (3), by striking "the Sec-
retary shall not approve such a system un-
less' and inserting 'the State agency shall
ensure that'.
SEC. 9717. REDUCTION OF BASIC BENEFIT LEVEL

Section 3(o) of the Food Stamp Act of 1977
(7 U.S.C. 2012(o)) is amended—

(1) by striking "and (II)' and inserting
''(11)':

(2) in clause (11) by inserting 'through Oc-
tober 1, 1994' after 'each October 1 there-
after'; and
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(3) by inserting before the period at the end

the following:
and (12) on October 1. 1995. and on each Dc.

tober 1 thereafter, adjust the cost of such
diet to reflect 100 percent of the cost. in the
preceding June (without regard to any pre-
vious adjustment made under this clause or
clauses (4) through (II) of this subsectior
and round the result to the nearest lower
dollar increment for each household size.
SEC. 9718. 2-YEAR FREEZE OF STANDARD DEDUC.

TION.
The second sentence of section 5(e)(4) (7

U.S.C. 2014(e) (4)) is amended by inserting
except October I, 1995. and October I. 1996
after 'thereafter'.
SEC. 9719. PRO.RATING BENEFITS AFTER INTER.

RUPTIONS IN PARTICIPATION.
Section 8(c) (2) (B) of the Food Stamp Act of

1977 (7 U.S.C. 2017(c)(2)(B)) is amended by
striking 'of more than one month'.
SEC. 9720. DISQUALIFICATION FOR PARTICIPAT

INC IN 2 OR MORE STATES.
Section 6 of the Food Stamp Act of 1977 (7

U.S.C. 2015), as amended by sections 9491 and
9492, is amended by adding at the end the fol-
lowing:( DISQUALIFICATION FOR PARTICIPATING IN
2 OR MORE STATES—An individual shall be
ineligible to participate in the food stamp
program as a member of any household dur.
ing a 10-year period beginning on the date
the individual is found by a State to have
made, or is convicted in Federal or State
court of having made, a fraudulent state-
ment or representation with respect to the
place of residence of the individual to receive
benefits simultaneously from 2 or more
States under—

"(I) the food stamp program:
'(2) a State program funded under part A

of title IV of the Social Security Act (42
U.S.C. 601 et seq.) or under title XIX of the
Act (42 U.S.C. 1396 et seq.): or

(3) the supplemental security income pro.
gram under title XVI of the Act (42 U.S.C.
1381 et seq.).".
SEC. 9721. DISQUALIFICATION RELATING TO

CHILD SUPPORT ARREARS.
Section 6 of the Food Stamp Act of 1977 (7

U.S.C. 2015), as amended by sections 9491.
9492. and 9720, is amended by adding at the
end the following:

(m) DISQUALIFICATION FOR CHIID SUPPORT
ARREARS.—

"(1) IN GENERAL—At the option of a State
agency, except as provided in paragraph (2).
no individual shall be eligible to participate
in the food stamp program as a member of
any household during any month that the in-
dividual is delinquent in any payment due
under a court order for the support of a child
of the individual.

(2) ExCE'rIONS.—Paragraph (I) shall not
apply if—

(A) a court is allowing the individual to
delay payment: or

(B) the individual is complying with a
payment plan approved by a court or the
State agency designated under part D of title
IV of the Social Security Act (42 U.S.C. 651
et seq.) to provide support for the child of
the individual.'.
SEC. 9722. STATE AUTHORIZATION TO ASSIST

LAW ENFORCEMENT OFFICERS IN
LOCATING FUGITIVE FELONS.

Section ll(e)(8)(B) of the Food Stamp Act
of 1977 (7 U.S.C. 2020(e)(8)(B)) is amended by
striking "Act, and" and inserting Act or of
locating a fugitive felon (as defined by a
State). and'.
SEC. 9723. WORK REQUIREMENT FOR ABLEBOD.

lED RECIPIENTS.
(a) IN GENERAL—Section 6 of the Food

Stamp Act of 1977 (7 U.S.C. 2015) as amended
by sections 9491. 9492. 9720, and 9721. is
imended by adding at the end the following:
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(n) WORK REQUIREMEr..T.—
(I) DEFINITION OF WORK PROGRAM—In this

subsection, the term 'work program
means—

(A) a program under the Job Training
Partnership Act (29 U.S.C. 1501 et seq.);

'(B) a program under section 236 of the
Trade Act of 1974 (19 U.S.C. 2296): or

:(C) a program of employment or training
operated or supervised by a State or local
government, as determined appropriate by
the Secretary.

(2) WORK REQUIREMENT—No individual
shall be eligible to participate in the food
stamp program as a member of any house-
hold if. during the preceding 12 months, the
individual received food stamp benefits for
not less than 6 months during which the in-
dividual did not—

"(A) work 20 hours or more per week, aver-
aged monthly:

"(B) participate in a workfare program
under section 20 or a comparable State or
local workfare program:

(C) participate in and comply with the re-
quirements of an approved employment and
training program under subsection (d)(4): or

"CD) participate in and comply with the re-
quirements of a work program for 20 hours or
more per week.

"(3) ExCEVrION.—Paragraph (2) shall not
apply to an individual if the individual is—

(A) under 18 or over 50 years of age:
"(B) medically certified as physically or

mentally unfit for employment:
"(C) a parent or other member of a house-

hold with a dependent child under 18 years of
age: or

(D) otherwise exempt under subsection
(d)(2).

'(4) WA1vE.—
'(A) IN GENERAL—The Secretary may

waive the applicability of paragraph (2) to
any group of individuals in the State if the
Secretary makes a determination that the
area in which the individuals reside—

'(i) has an unemployment rate of over S
percent: or

"(ii) does not have a sufficient number of
jobs to provide employment for the individ-
uals.

(B) REPORT—The Secretary shall report
the basis for a waiver under subparagraph
(A) to the Committee on Agriculture of the
House of Representatives and the Committee
on Agriculture, Nutrition, and Forestry of
the Senate.".

(b) WORK AND TRAINING PROCRAMS.—Sec-
tion 6(d)(4) of the Food Stamp Act of 1977 (7
U.S.C. 2015(d) (4)) is amended by adding at the
end the following:

(0) REQUIRED PARTICIPATION IN WORK AND
TRAINING PROGRAIvfS.—A State agency shall
provide an opportunity to participate in the
employment and training program under
this paragraph to any individual who would
otherwise become subject to disqualification
under subsection (i).

(P) COORDINATING WORK REQUIREMENTS.—
(i) IN GENERAL—Notwithstanding any

other provision of this paragraph, a State
agency that meets the participation require-
ments of clause (ii) may operate the employ-
ment and training program of the State for
individuals who are members of households
receiving allotments under this Act as part
of a program operated by the State under
part F of title IV of the Social Security Act
(42 U.S.C. 681 et seq.). subject to the require-
ments of the Act.

"(ii) PARTICIPATION REQUIREMENTS—A
State agency may exercise the option under
clause (i) if the State agency provides an op-
portunity to participate in an approved em-
ployment and training program to an indi-
vidual who is—

"(I) subject to subsection (i);
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(II) not employed at least an average of 20

hours per week;
(III) not participating in a workfare pro-

gram under section 20 (or a comparable State
or local program): and

"(IV) not subject to a waiver under sub-
section (i)(4).'.

(c) ELNCED EMPLOYMENT AND TRAINTNC
PROGRAM—Section 16(h)(1) of the Food
Stamp Act of 1977 (7 U.S.C. 2025(h)(1)) is
amended—

(1) in subparagraph (A). by striking
$75000000 for each of the fiscal years 1991

through 1995 and inserting "$150,000,000 for
each of fiscal years 1996 through 2000;

(2) by striking subparagraphs (B), (C). (E).
and (F):

(3) by redesignating subparagraph (D) as
subparagraph (B); and

(4) in subparagraph (B) (as redesignated by
paragraph (3)). by striking for each" and all
that follows through of $60000000" and in-
serting the Secretary shall allocate fund-
ing
SEC. 9724. COORDINATION OF EMPLOYMENT AJ'4D

TRAINING PROGRAMS.
Section 8(d) of the Food Stamp Act of 1977

(7 U.S.C. 2019(d)) is amended—
(1) by striking (d) A household' and in-

serting the following:
(d) NONCOMPLIANCE WITh OTHER WEUARE

OR WORK PROGRAMS.—
(1) IN GENERAL—A household": and

(2) by inserting "or a work requirement
under a welfare or public assistance pro-
gram after assistance program' and

(3) by adding at the end the following;
(2) WORK REQUIREMENT—If a household

fails to comp'y with a work requirement
under a State program funded under part A
of title IV of the Social Security Act (42
U.S.C. 601 et seq.), for the duration of the re-
duction—

(A) the household may not receive an in-
creased allotment as the result of a decrease
in the income of the household to the extent
that the decrease is the result of a penalty
imposed for the failure to comply; and

"(B) the State agency may reduce the al-
lotment of the household by not more than
25 percent.'.
SEC. 9725. EXTENDING CURRENT CLAIMS RETEN-

TION RATES.
Section 16(a) of the Food Stamp Act of 1977

(7 U.S.C. 2025(a)) is amended by striking
'September 30. 1995' each place it appears

and inserting 'September 30, 2002"
SEC. 9726. NUTRITION ASSISTANCE FOR PUERTO

RICO.
Section 19(a)(1)(A) of the Food Stamp Act

of 1977 (7 U.S.C. 2028(a)(1)(A)) is amended—
(1) by striking '1994, and" and inserting

"1994,"; and
(2) by inserting "and $1.143,000,000 for fiscal

year 1996.' before 'to finance".
SEC, 9727. TREATMENT OF CHILDREN LIVING AT

HOME.
The second sentence of section 3(i) of the

Food Stamp Act of 1977 (7 U5.C. 2012(i)) is
amended by striking "(who are not them-
selves parents living with their children or
married and living with their spouses)'.
CHAPTER 2—COMMODITY DISTRIBUTION

SEC. 9751. SHORT TITLE.
This chapter may be cited as the 'Com-

modity Distribution Act of 1995".
SEC. 9752. AVAILABILITY OF COMMODITIES.

(a) Notwithstanding any other provision of
law, the Secretary of Agriculture (herein-
after in this chapter referred to as the "Sec-
retary) is authorized during fiscal years
1996 through 2000 to purchase a variety of nu-
tritious and useful commodities and distrib-
ute such commodities to the States for dis-
tribution in accordance with this chapter.

(b) In addition to the commodities de-
scribed in subsection (a). the Secretary may
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expend funds made available to carry Out the
section 32 of the Act of August 24. 1935 (7

U.S.C. 612c), which are not expended or need-
ed to carry Out such section, to purchase,
process, and distribute commodities of the
types customarily purchased under such sec
tion to the States for distribution in accord-
ance to this chapter.

(c) In addition to the commodities de-
scribed in subsections (a) and (b). agricul-
tural commodities and the products thereof
made available under clause (2) of the second
sentence of section 32 of the Act of August
24, 1935 (7 U.S.C. 612c). may be made avail-
able by the Secretary to the States for dis-
tribution in accordance with this chapter.

(d) In addition to the commodities de-
scribed in subsections (a), (b), and (c). com-
modities acquired by the Commodity Credit
Corporation that the Secretary determines,
in the discretion of the Secretary, are in ex-
cess of quantities needed to—

(1) carry Out other domestic donation pro-
grams:

(2) meet other domestic obligations;
(3) meet international market development

and food aid commitments, and
(4) carry Out the farm price and income

stabilization purposes of the Agricultural
Adjustment Act of 1938, the Agricultural Act
of 1949, and the Commodity Credit Corpora-
tion Charter Act: shall be made available by
the Secretary, without charge or credit for
such commodities, to the States for distribu-
tion in accordance with this chapter.

(e) During each fiscal year, the types, vari-
eties, and amounts of commodities to be pur-
chased under this chapter shall be deter-
mined by the Secretary, In purchasing such
commodities, except those commodities pur-
chased pursuant to section 9760. the Sec-
retary shall, to the extent practicable and
appropriate, make purchases based on—

(1) agricultural market conditions;
(2) the preferences and needs of States and

distributing agencies; and
(3) the preferences of the recipients.

SEC. 9753, STATE. LOCAL AND PRIVATE
SUPPLEMENTATION OF COMMOD-
ITIES.

(a) The Secretary shall establish proce-
dures under which State and local agencies.
recipient agencies, or any other entity or
person may supplement the commodities dis-
tributed under this chapter for use by recipi-
ent agencies with nutritious and wholesome
commodities that such entities or persons
donate for distribution, in all or part of the
State. in addition to the commodities other-
wise made available under this chapter.

(b) States and eligible recipient agencies
may use—

(1) the funds appropriated for administra-
tive cost under section 9759(b);

(2) equipment, structures, vehicles. and all
other facilities involved in the storage. han-
dling. or distribution of commodities made
available under this chapter; and

(3) the personnel, both paid or volunteer,
involved in such storage, handling, or dis-
tribution: to store, handle or distribute com-
modities donated for use under subsection
(a).

(c) States and recipient agencies shall con-
tinue, to the maximum extent practical. to
use volunteer workers, and commodities and
other foodstuffs donated by charitable and
other organizations, in the distribution of
commodities under this chapter.
SEC. 9754. STATE PLAN.

(a) A State seeking to receive commodities
under this chapter shall submit a plan of op-
eration and administration every four years
to the Secretary for approval. The plan may
be amended at any time, with the approval
of the Secretary.

(b) The State plan, at a minimum, shall—
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(1) designate the State agency responsible

for distributing the commodities received
under this chapter;

(2) set forth a plan of operation and admin-
istration to expeditiously distribute com-
modities under this chapter in quantities re-
quested to eligible recipient agencies in ac-
cordance with sections 9756 and 9760;

(3) set forth the standards of eligibility for
recipient agencies: and

(4) set forth the standards of eligibility for
individual or household recipients of com-
modities, which at minimum shall require—

(A) individuals or households to be com-
prised of needy persons; and

(B) individual or household members to be
residing in the geographic location served by
the distributing agency at the time of appli-
cation for assistance.

(c) The Secretary shall encourage each
State receiving commodities under this
chapter to establish a State advisory board
consisting of representatives of all inter-
ested entities, both public and private, in the
distribution of commodities received under
this chapter in the State,

(d) A State agency receiving commodities
under this chapter may—

(1)(A) enter into cooperative agreements
with State agencies of other States to joint-
ly provide commodities received under this
chapter to eligible recipient agencies that
serve needy persons in a single geographical
area which includes such States; or

(B) transfer commodities received under
this chapter to any such eligible recipient
agency in the other State under such agree-
ment: and

(2) advise the Secretary of an agreement
entered into under this subsection and the
transfer of commodities made pursuant to
such agreement,
SEC. 9755. ALLOCATION OF COMMODITIES TO

STATES,

(a) In each fiscal year. except for those
commodities purchased under section 9760,
the Secretary shall allocate the commodities
distributed under this chapter as follows:

(1) 60 percent of such total value of com-
modities shall be allocated in a manner such
that the value of commodities allocated to
each State bears the same ratio to 60 percent
of such total value as the number of persons
in households within the State having in-
comes below the poverty line bears to the
total number of persons in households within
all States having incomes below such pov-
erty line. Each State shall receive the value
of commodities allocated under this para-
graph.

(2) 40 percent of such total value of com-
modities shall be allocated in a manner such
that the value of commodities allocated to
each State bears the same ratio to 40 percent
of such total value as the average monthly
number of unemployed persons within the
State bears to the average monthly number
of unemployed persons within all States dur-
ing the same fiscal year. Each State shall re-
ceive the value of commodities allocated to
the State under this paragraph.

(b)(l) The Secretary shall notify each State
of the amount of commodities that such
State is allotted to receive under subsection
(a) or this subsection, if applicable. Each
State shall promptly notify the Secretary if
such State determines that it will not accept
any or all of the commodities made available
under such allocation, On such a notification
by a State, the Secretary shall reallocate
and distribute such commodities in a manner
the Secretary deems appropriate and equi-
table. The Secretary shall further establish
procedures to permit States to decline to re-
ceive portions of such allocation during each
fiscal year in a manner the State determines
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is appropriate and the Secretary shall reallo-
cate and distribute such allocation as the
Secretary deems appropriate and equitable.

(2) In the event of any drought. flood. hur-
ricane, or other natural disaster affecting
substantial numbers of persons in a State.
county. or parish, the Secretary may request
that States unaffected by such a disaster
consider assisting affected States by allow-
ing the Secretary to reallocate commodities
from such unaffected State to States con-
taining areas adversely affected by the disas
ter.

(c) Purchases of commodities under this
chapter shall be made by the Secretary at
such times and under such conditions as the
Secretary determines appropriate within
each fiscal year. All commodities so pur.
chased for each such fiscal year shall be de
livered at reasonable intervals to States
based on the allocations and reallocations
made under subsections (a) and (b). and or
carry Out section 9760. not later than Decem-
ber 31 of the following fiscal year.
SEC. 9756. PRIORITY SYSTEM FOR STATE DIS-

TRIBUTION OF COMMODITIES.
(a) In distributing the commodities allo-

cated under subsections (a) and (b) of section
9755. the State agency. under procedures de-
termined by the State agency. shall offer, or
otherwise make available, its full allocation
of commodities for distribution to emer-
gency feeding organizations.

(b) If the State agency determines that the
State will not exhaust the commodities allo-
cated under subsections (a) and (b) of section
9755 through distribution to organizations
referred to in subsection (a). its remaining
allocation of commodities shall be distrib-
uted to charitable institutions described in
section 9763(3) not receiving commodities
under subsection (a).

(c) If the State agency determines that the
State will not exhaust the commodities allo-
cated under subsections (a) and (b) of section
9755 through distribution to organizations
referred to in subsections (a) and (b). its re-
maining allocation of commodities shall be
distributed to any eligible recipient agency
not receiving commodities under subsections
(a) and (b).
SEC. 9757. INITIAL PROCESSING COSTS.

The Secretary may use funds of the Com-
modity Credit Corporation to pay the costs
of initial processing and packaging of com-
modities to be distributed under this chapter
into forms and in quantities suitable, as de-
termined by the Secretary. for use by the in-
dividual households or eligible recipient
agencies. as applicable. The Secretary may
pay such costs in the form of Corporation-
owned commodities equal in value to such
costs. The Secretary shall ensure that any
such payments in kind will not displace com-
mercial sales of such commodities.
SEC. 9758. ASSURANCES: ANTICIPATED USE.

(a) The Secretary shall take such pre-
cautions as the Secretary deems necessary
to ensure that commodities made available
under this chapter will not displace commer-
cial sales of such commodities or the prod-
ucts thereof. The Secretary shall submit to
the Committee on Agriculture of the House
of Representatives and the Committee on
Agriculture. Nutrition, and Forestry of the
Senate by December 31. 1997. and not less
than every two years thereafter, a report as
to whether and to what extent such displace-
ments or substitutions are occurring.

(b) The Secretary shall determine that
commodities provided under this chapter
shall be purchased and distributed only in
quantities that can be consumed without
waste, No eligible recipient agency may re-
ceive commodities under this chapter in ex-
cess of anticipated use, based on inventory
records and controls, or in excess of its abil-
ity to accept and store such commodities,
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SEC. 9759. AUTHORIZATION OF APPROPRIATIONS.

(a) PURCHASE OF COMMODITIES—To carry
Out this chapter. there are authorized to be
appropriated $260,000,000 for each of the fiscal
years 1996 through 2000 to purchase, process.
and distribute commodities to the States in
accordance with this chapter.

(b) ADMINISTRATIVE FUNDS.—
(1) There are authorized to be appropriated

$40000000 for each of the fiscal years 1996
through 2000 for the Secretary to make
available to the States for State and local
payments for costs associated with the dis-
tribution of commodities by eligible recipi-
ent agencies under this chapter. excluding
costs associated with the distribution of
those commodities distributed under section
9760. Funds appropriated under this para-
graph for any fiscal year shall be allocated
to the States on an advance basis dividing
such funds among the States in the same
proportions as the commodities distributed
under this chapter for such fiscal year are al-
located among the States. If a State agency
is unable to use all of the funds so allocated
to it. the Secretary shall reallocate such un-
used funds among the other States in a man-
ner the Secretary deems appropriate and eq.
uitable.

(2)(A) A State shall make available in each
fiscal year to eligible recipient agencies in
the State not less than 40 percent of the
funds received by the State under paragraph
(1) for such fiscal year. as necessary to pay
for, or provide advance payments to cover.
the allowable expenses of eligible recipient
agencies for distributing commodities to
needy persons, but only to the extent such
expenses are actually so incurred by such re-
cipient agencies.

(B) As used in this paragraph. the term
"allowable expenses' includes—

(i) costs of transporting. storing, handling,
repackaging, processing, and distributing
commodities incurred after such commod-
ities are received by eligible recipient agen-
cies:

(ii) costs associated with determinations of
eligibility, verification, and documentation:

(iii) costs of providing information to per-
sons receiving commodities under this chap-
ter concerning the appropriate storage and
preparation of such commodities; and

(iv) costs of recordkeeping. auditing. and
other administrative procedures required for
participation in the program under this
chapter.

(C) If a State makes a payment. using
State funds. to cover allowable expenses of
eligible recipient agencies. the amount of
such payment shall be counted toward the
amount a State must make available for al-
lowable expenses of recipient agencies under
this paragraph.

(3) States to which funds are allocated for
a fiscal year under this subsection shall sub-
mit financial reports to the Secretary. on a
regular basis, as to the use of such funds, No
such funds may be used by States or eligible
recipient agencies for costs other than those
involved in covering the expenses related to
the distribution of commodities by eligible
recipient agencies.

(4) (A) Except as provided in subparagraph
(B). to be eligible to receive funds under this
>ubsection. a State shall provide in cash or
in kind (according to procedures approved by
the Secretary for certifying these in-kind
contributions) from non-Federal sources a
contribution equal to the difference be-
tween—

(i) the amount of such funds so received:
and

(ii) any part of the amount allocated to the
State and paid by the State—

(I) to eligible recipient agencies; or
(II) for the allowable expenses of such re-

cipient agencies:for use in carrying out this
chapter.
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(B) Funds allocated to a State under this

section may. upon State request. be allo-
cated before States satisfy the matching re-
quirement specified in subparagraph (A).
based on the estimated contribution re-
quired. The Secretary shall periodically rec-
oncile estimated and actual contributions
and adjust allocations to the State to cor-
rect for overpayments and underpayments.

(C) Any funds distributed for administra-
tive costs under section 9760(b) shall not be
covered by this paragraph.

(5) States may not charge for commodities
made available to eligible recipient agencies,
and may not pass on to such recipient agen-
cies the cost of any matching requirements.
under this chapter.

(c) VALUE OF COMMODJTIES,—The value of
the commodities made available under sub-
sections (c) and (d) of section 9752. and the
funds of the Corporation used to pay the
costs of initial processing. packaging (in-
cluding forms suitable for home use). and de-
livering commodities to the States shall not
be charged against appropriations authorized
by this section
SEC. 9760. COMMODITY SUPPLEMENTAL FOOD

PROGRAM.

(a) From the funds appropriated under sec'
tion 9759(a). $94,500,000 shall be used for each
fiscal year to purchase and distribute com-
modities to supplemental feeding programs
serving woman, infants, and children or el-
derly individuals (hereinafter in this section
referred to as the "commodity supplemental
food program"). or serving both groups wher-
ever located.

(b) Not more than 20 percent of the funds
made available under subsection (a) shall be
made available to the States for State and
local payments of administrative costs asso-
ciated with the distribution of commodities
by eligible recipient agencies under this sec-
tion, Administrative costs for the purposes
of the commodity supplemental food pro-
gram shall include, but not be limited to, ex-
penses for information and referral. oper-
ation. monitoring, nutrition education.
start-up costs, and general administration.
including staff, warehouse and transpor.
tation personnel. insurance, and administra-
tion of the State or local office.

(c)(l) During each fiscal year the commod-
ity supplemental food program is in oper-
ation, the types. varieties, and amounts of
commodities to be purchased under this sec-
tion shall be determined by the Secretary.
but, if the Secretary proposes to make any
significant changes in the types. varieties, or
amounts from those that were available or
were planned at the beginning of the fiscal
year the Secretary shall report such changes
before implementation to the Committee on
Agriculture of the House of Representatives
and the Committee on Agriculture. Nutri-
tion, and Forestry of the Senate.

(2) Notwithstanding any other provision of
law, the Commodity Credit Corporation
shall, to the extent that the Commodity
Credit Corporation inventory levels permit,
provide not less than 9.000.000 pounds of
cheese and not less than 4000,000 pounds of
nonfat dry milk in each of the fiscal years
1996 through 2000 to the Secretary. The Sec-
retary shall use such amounts of cheese and
nonfat dry milk to carry Out the commodity
supplemental food program before the end of
each fiscal year.

(d) The Secretary shall, in each fiscal year.
approve applications of additional sites for
the program. including sites that serve only
elderly persons. in areas in which the pro-
gram currently does not operate. to the full
extent that applications can be approved
within the appropriations available for the
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program for the fiscal year and without re-
ducing actual participation levels (including
participation of elderly persons under sub-
section (e)) in areas in which the program is
in effect.

(e) If a local agency that administers the
commodity supplemental food program de
termines that the amount of funds made
available to the agency to carry Out this sec-
tion exceeds the amount of funds necessary
to provide assistance under such program to
women, infants, and children, the agency.
with the approval of the Secretary. may per-
mit low-income elderly persons (as defined
by the Secretary) to participate in and be
served by such program.

(f)(I) If it is necessary for the Secretary to
pay a significantly higher than expected
price for one or more types of commodities
purchased under this section. the Secretary
shall promptly determine whether the price
is likely to cause the number of persons that
can be served in the program in a fiscal year
to decline.

(2) If the Secretary determines that such a
decline would occur, the Secretary shall
promptly notify the State agencies charged
with operating the program of the decline
and shall ensure that a State agency notify
all local agencies operating the program in
the State of the decline.

(g) Commodities distributed to States pur-
suant to this section shall not be considered
in determining the commodity allocation to
each State under section 9755 or priority of
distribution under section 9756.
SEC. 9761. COMMODITIES NOT INCOME.

Notwithstanding any other provision of
law, commodities distributed under this
chapter shall not be considered income or re-
sources for purposes of determining recipient
eligibility under any Federal, State. or local
means-tested program.
SEC. 9762. PROHIBITION AGAINST CERTAIN

STATE CHARGES.
Whenever a commodity is made available

without charge or credit under this chapter
by the Secretary for distribution within the
States to eligible recipient agencies. the
State may not charge recipient agencies any
amount that is in excess of the States direct
costs of storing, and transporting to recipi-
ent agencies the commodities minus any
amount the Secretary provides the State for
the costs of storing and transporting such
commodities.
SEC. 9763. DEFINITIONS.

As used in this chapter:
(1) The term average monthly number of

unemployed persons" means the average
monthly number of unemployed persons
within a State in the most recent fiscal year
for which such information is available as
determined by the Bureau of Labor Statis-
tics of the Department of Labor.

(2) The term 'elderly persons' means indi-
viduals 60 years of age or older.

(3) The term eligible recipient agency'
means a public or nonprofit organization
that administers—

(A) an institution providing commodities
to supplemental feeding programs serving
women, infants, and children or serving el-
derly persons. or serving both groups:

(B) an emergency feeding organization:
(C) a charitable institution (including hos-

pitals and retirement homes and excluding
penal institutions) to the extent that such
institution serves needy persons:

(D) a summer camp for children, or a child
nutrition program providing food service:

(E) a nutrition project operating under the
Older Americans Act of 1965. including such
projects that operate a congregate nutrition
site and a project that provides home .deliv
ered meals; or
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(F) a disaster relief program: and that has

been designated by the appropriate State
agency, or by the Secretary, and approved by
the Secretary for participation in the pro-
gram established under this chapter.

(4) The term 'emergency feeding organiza-
tion" means a public or nonprofit organiza-
tion that administers activities and projects
(inc'uding the activities and projects of a
charitable institution. a food bank. a food
pantry. a hunger relief center. a soup kitch-
en, or a similar public or private nonprofit
eligible recipient agency) providing nutri-
tion assistance to relieve situations of emer-
gency and distress through the provision of
food to needy persons. including low-income
and unemployed persons.

(5) The term "food bank" means a public
and charitable institution that maintains an
established operation involving the provision
of food or edible commodities, or the prod-
ucts thereof, to food pantries, soup kitchens,
hunger relief centers, or other food or feed-
ing centers that, as an integral part of their
normal activities, provide meals or food to
feed needy persons on a regular basis.

(6) The term "food pantry" means a public
or private nonprofit organization that dis-
tributes food to low-income and unemployed
households. including food from sources
other than the Department of Agriculture.
to relieve situations of emergency and dis-
tress.

(7) The term needy persons" means—
(A) individuals who have low incomes or

who are unemployed, as determined by the
State (in no event shall the income of such
individual or household exceed 185 percent of
the poverty line):

(B) households certified as eligible to par-
ticipate in the food stamp program under the
Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.):
or

(C) individuals or households participating
in any other Federal, or federally assisted,
means-tested program.

(8) The term 'poverty line" has the same
meaning given such term in section 673(2) of
the Community Services Block Grant Act (42
U.S.C. 9902(2)).

(9) The term "soup kitchen' means a pub-
lic and charitable institution that. as inte-
gral part of its normal activities, maintains
an established feeding operation to provide
food to needy homeless persons on a regular
basis.
SEC. 9764. REGULATIONS.

(a) The Secretary shall issue regulations
within 120 days to implement this chapter.

(b) In administering this chapter. the Sec-
retary shall minimize. to the maximum ex-
tent practicable. the regulatory. record-
keeping. and paperwork requirements im-
posed on eligible recipient agencies.

(c) The Secretary shall as early as feasible
but not later than the beginning of each fis-
cal year. publish in the Federal Register a
nonbinding estimate of the types and quan-
tities of commodities that the Secretary an-
ticipates are likely to be made available
under the commodity distribution program
under this chapter during the fiscal year.

(d) The regulations issued by the Secretary
under this section shall include provisions
that set standards with respect to liability
for commodity losses for the commodities
distributed under this chapter in situations
in which there is no evidence of negligence
or fraud, and conditions for payment to
cover such losses. Such provisions shall take
into consideration the special needs and cir-
cumstances of eligible recipient agencies.
SEC. 9765. FINALITY OF DETERMINATIONS.

Determinations made by the Secretary
under this chapter and the facts constituting
the basis for any donation of commodities
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under this chapter. or the amount thereof,
when officially determined in conformity
with the applicable regulations prescribed by
the Secretary. shall be final and conclusive
and shall not be reviewable by any other offi-
cer or agency of the Government,
SEC. 9766. RELATIONSHIP TO OTHER PROGRAMS.

(a) Section 4(b) of the Food Stamp Act of
1977 (7 U.S.C. 2013(b)) shall not apply with re-
spect to the distribution of commodities
under this chapter.

(b) Except as other-wise provided in section
9757, none of the commodities distributed
under this chapter shall be sold or otherwise
disposed of in commercial channels in any
form,
SEC. 9767. SETTLEMENT AND ADJUSTMENT OF

CLAIMS.
(a) The Secretary may—
(1) determine the amount of. settle, and ad-

just any claim arising under this chapter:
and

(2) waive such a claim if the Secretary de-
termines that to do so will serve the pur-
poses of this chapter.

(b) Nothing contained in this section shall
be construed to diminish the authority of
the Attorney General of the United States
under section 516 of title 28. United States
Code, to conduct litigation on behalf of the
United States.
SEC. 9768. REPEALERS: AMENDMENTS.

(a) REPEALER—The Emergency Food As-
sistance Act of 1983 (7 U.S.C. 612c note) is re-
pealed.

(b) AMENDMENTS, —
(1) The Hunger Prevention Act of 1988 (7

U.S.C. 612c note) is amended—
(A) by striking section 110; and
(B) by striking section 502.
(2) The Commodity Distribution Reform

Act and WIC Amendments of 1987 (7 U.S.C.
612c note) is amended by striking section 4.

(3) The Charitable Assistance and Food
Bank Act of 1987 (7 U.S.C. 612c note) is
amended by striking section 3.

(4) The Food Security Act of 1985 (7 U.S.C.
612c note) is amended—

(A) by striking section 1562(a) and section
1571: and

(B) in section 1562(d), by striking section
4 of the Agricultural and Consumer Protec-
tion Act of 1973" and inserting 'section 9752
of the Commodity Distribution Act of 1995".
SEC. 10201. EARNED INCOME TAX CREDIT DENIED

TO INDIVIDUALS WITH SUBSTAN-
TIAL CAPITAL GAIN NET INCOME.

(a) IN GENERAL—Paragraph (2) of section
32(i) of the Internal Revenue Code of 1986 (re-
lating to denial of credit for individuals hav-
ing excessive investment income) is amend-
ed—

(1) by striking "and" at the end of subpara-
graph (B).

(2) by striking the period at the end of sub-
paragraph (C) and inserting . and", and

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

(D) capital gain net income for the tax-
able year."

(b) EFFECTIVE DATE—The amendment
made by this section shall apply to taxable
years beginning after December 31. 1995.
Subtitle C—Alternative Minimum Tax on Cor-

porations Importing Products into the
United States at Artificially Inflated Prices

SEC. 10301. ALTERNATIVE MINIMUM TAX ON COR-
PORATIONS IMPORTING PRODUCTS
INTO THE UNITED STATES AT ARTI-
FICIALLY INFLATED PRICES.

(a) IN GENERAL—Subchapter A of chapter 1
of the Internal Revenue Code of 1986 (relat-
ing to determination of tax liability) is
amended by adding at the end the following
new part:
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"PART WIT—ALTERNATIVE MINIMUM TAX

ON CORPORATIONS IMPORTING PROD-
UCTS INTO THE UNITED STATES AT AR-
TIFICIALLY INFLATED PRICES
• 'Sec. 59B. Alternative minimum tax on

corporations importing products into
the United States at artificially in
flated prices.

"SEC. 598. ALTERNATIVE MINIMUM TAX ON COW
PORATIONS IMPORTING PRODUCTS
INTO THE UNITED STATES AT ARTI-
FICIALLY INFLATED PRICES.

• (a) IMPOSITION OF TAX.—In the case of a
corporation to which this section applies.
there is hereby imposed an alternative mini-
mum tax equal to 4 percent of net business
receipts of the corporation for the taxable
year.

(b) TAXPAYERS TO WHICH SECTION AP-
PLIES—This section shall apply to any cor-
poration. foreign or domestic, if—

(I) gross sales in the United States during
the tax year of parts or products manufac-
tured by the corporation. or any subsidiary
or affiliate controlled by the corporation. ex-
ceeded $10,000,000.

(2) during that same tax year parts or
products manufactured by the corporation.
or any subsidiary or affiliate controlled by
the corporation, with a customs value in ex-
cess of $10000000 were imported into the
United States, and

(3) its tax obligation under this section
exceeds its total tax obligation under all
other sections of the Internal Revenue Code
of 1986.

(c) CREDIT FOR TA)s PAID—There shall
be a nonrefundable credit against the taxes
owed under this section equal to the total of
all other taxes paid by the corporation under
the Internal Revenue Code of 1986.

(d) DEFINITIONS.—For purposes of this sec-
tion:

'(cc) a family or group day care home that
is operated by a provider whose household
meets the eligibility standards for free or re-
duced price meals under section 9 and whose
income is verified by a sponsoring organiza-
tion under regulations established by the
Secretary.

'(II) REIMBURSEMENT—Except as provided
in subclause (III), a tier I family or group
day care home shall be provided reimburse-
ment factors under this clause without a re-
quirement for documentation of the costs de-
scribed in clause (i), except that reimburse-
ment shall not be provided under this
subclause for meals or supplements served to
the children of a person acting as a family or
group day care home provider unless the
children meet the eligibility standards for
free or reduced price meals under section 9,

(III) FACTORS.—Except as provided in
subclause (IV), the reimbursement factors
applied to a home referred to in subclause
(II) shall be the factors in effect on the date
of enactment of this subclause.

(IV) ADJUSTMENTS—The reimbursement
factors under this subparagraph shall be ad-
justed on August I. 1996. July 1, 1997. and
each July 1 thereafter, to reflect changes in
the Consumer Price Index for food at home
for the most recent 12-month period for
which the data are available. The reimburse-
ment factors under this subparagraph shall
be rounded to the nearest lower cent incre-
ment and based on the unrounded adjust-
ment for the preceding 12-month period.

'(iii) TIER II FAMILY OR GROUP DAY CARE
HOMES.—

(I) IN GENERAL.—
(aa) FACTORS.—Except as provided in

subclause (II). with respect to meals or sup-
plements served under this clause by a fam-
ily or group day care home that does not
meet the criteria set forth in clause (ii)(I),
the reimbursement factors shall be SI for
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lunches and suppers. 40 cents for breakfasts.
and 20 cents for supplements.

"(bb) ADJUSTMENTS—The factors shall be
adjusted on July 1. 1997, and each July 1

thereafter, to reflect changes in the
Consumer Price Index for food at home for
the most recent 12-month period for which
the data are available. The reimbursement
factors under this item shall be rounded
down to the nearest lower cent increment
and based on the unrounded adjustment for
the preceding 12-month period.

(cc) REIMBURSEMENT—A family or group
day care home shall be provided,reimburse-
ment factors under this subclause without a
requirement for documentation of the costs
described in clause (i). except that reim-
bursement shall not be provided under this
subclause for meals or supplements served to
the children of a person acting as a family or
group day care home provider unless the
children meet the eligibility standards for
free or reduced price meals under section 9.

"(II) OThER FACTORS—A family or group
day care home that does not meet the cri-
teria set forth in clause (ii)(I) may elect to
be provided reimbursement factors deter-
mined in accordance with the following re-
quirements:

(aa) CHILDREN ELIGIBLE FOR FREE OR RE-
DUCED PRICE MEALS—In the case of meals or
supplements served under this subsection to
children who are members of households
whose incomes meet the eligibility standards
for free or reduced price meals under section
9, the family pr group day care home shall be
provided reimbursement factors set by the
Secretary in accordance with clause (ii)(III).

"(bb) INELIGIBLE CHILØREN.—In the case of
meals or supplements served under this sub-
section to children who are members of
households whose incomes do not meet the
eligibility standards, the family or group day
care home shall be provided reimbursement
factors in accordance with subclause (I).

'(III) INFORMATION AND DETERMINATIONS.—
(aa) IN GENERAL—If a family or group day

care home elects to claim the factors de-
scribed in subclause (II). the family or group
day care home sponsoring organization serv-
ing the home shall collect the necessary in-
come information, as determined by the Sec-
retary. from any parent or other caretaker
to make the determinations specified in
subclause (II) and shall make the determina-
tions in accordance with rules prescribed by
the Secretary.

(bb) CATEGORICAL ELIGIBILITY—In making
a determination under item (aa). a family or
group day care home sponsoring organiza-
tion may consider a child participating in or
subsidized under, or a child with a parent
participating in or subsidized under, a feder-
ally or State supported child care or other
benefit program with an income eligibility
imit that does not exceed the eligibility
standard for free or reduced price meals
under section 9 to be a child who is a mem-
ber of a household whose income meets the
eligibility standards under section 9.

"(cc) FACTORS FOR CHILDREN ONLY.—A fam-
ily or group day care home may elect to re-
ceive the reimbursement factors prescribed
under clause (ii)(III) solely for the children
participating in a program referred to in
item (bb) if the home elects not to have in-
come statements collected from parents or
other caretakers.

"(IV) SIMPLIFIEØ MEAL COUNTING ANL) RE-
PORTING PROCEØURES.—The Secretary shall
prescribe simplified meal counting and re-
porting procedures for use by a family or
group day care home that elects to claim the
factors under subclause (II) and by a family
o group day care home sponsoring organiza-
tion that serves the home. The procedures
the Secretary prescribes may include I or
more of the following:
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(aa) Setting an annual percentage for

each home of the number of meals served
that are to be reimbursed in accordance with
the reimbursement factors prescribed under
clause (ii)(III) and an annual percentage of
the number of meals served that are to be re-
imbursed in accordance with the reimburse.
ment factors prescribed under subclause (I).
based on the family income of children en
rolled in the home in a specified month or
other period.

(bb) Placing a home into I of 2 or more re
imbursement categories annually based on
the percentage of children in the home whose
households have incomes that meet the eligi-
bility standards under section 9, with each
such reimbursement category carrying a set
of reimbursement factors such as the factors
prescribed under clause (ii)(III) or subclause
(I) or factors established within the range of
factors prescribed under clause (ii)(III) and
subclause (I).

(cc) Such other simplified procedures as
the Secretary may prescribe.

(V) MINIMUM VERIFICATION REQUIRE-
MENTS—The Secretary may establish any
necessary minimum verification require-
ments.".

(2) SPoNSOR PAYMENTS—Section 17(f) (3) (B)
of the National School Lunch Act is amend-
ed—

(A) by striking the period at the end of the
second sentence and all that follows through
the end of the subparagraph and inserting
the following:', except that the adjustment
that otherwise would occur on July 1, 1996.
shall be made on August 1, 1996. The maxi-
mum allowable levels for administrative ex-
pense payments shall be rounded to the near-
est lower dollar increment and based on the
unrounded adjustment for the preceding 12-
month period.";

(B) by striking "(B)' and inserting
"(B)(i)": and

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

"(ii) The maximum allowable level of ad-
ministrative expense payments shall be ad-
justed by the Secretary—

(I) to increase by 7.5 percent the monthly
payment to family or group day care home
sponsoring organizations both for tier I fam-
ily or group day care homes and for those
tier II family or group day care homes for
which the sponsoring organization admin-
isters a means test as provided under sub-
paragraph (A)(iii): and

(II) to decrease by 7.5 percent the month-
ly payment to family or group day care
home sponsoring organizations for family or
group day care homes that do not meet the
criteria for tier I homes and for which a
means test is not administered.".

(3) GRANTS TO STATES TO PROVIDE ASSIST-
ANCE TO FAM]LY OR GROUP DAY CARE HOS.—
Section 17(fl(3) of the Act is amended by add-
ing at the end the following:

"(D) GRANTS TO STATES TO PROVIØE ASSIST-
ANCE TO FAMILY OR GROUP DAY CARE HOMES.—

(i) IN GENERAL.—
'(1) RESERVATION—From amounts made

available to carry Out this section. the Sec-
retary shall reserve $5,000,000 of the amount
made available for fiscal year 1996.

'(II) PURPOSE—The Secretary shall use
the funds made available under subclause (I)
to provide grants to States for the purpose of
providing—

(aa) assistance, including grants, to fam-
ily and day care home sponsoring organiza-
tions and other appropriate organizations. in
securing and providing training, materials,
automated data processing assistance, and
other assistance for the staff of the sponsor-
ing organizations; and
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(bb) training and other assistance to fam-

ily and group day care homes in the imple-
mentation of the amendments to subpara-
graph (A) made by section 574(b)(l) of the
Family Self-Sufficiency Act of 1995.

• '(ii) ALLOCATION—The Secretary shall al-
locate from the funds reserved under clause
(i) (II)—

'(I) $30,000 in base funding to each State:
and

(II) any remaining amount among the
States, based on the number of family day
care homes participating in the program in a
State in 1994 as a percentage of the number
of all family day care homes participating in
the program in 1994.

(iii) RETENTION OF FUNDS—Of the amount
of funds made available to a State for a fis-
cal year under clause (i), the State may re-
tain not to exceed 30 percent of the amount
to carry Out this subparagraph.

(iv) ADDITIONAL PAYMENTS—Any pay-
ments received under this subparagraph
shall be in addition to payments that a State
receives under subparagraph (A) (as amended
by section 134(b)(1) of the Family Self-Suffi-
ciency Act of 1995)..

(4) PROvISION OF DATA—Section 17(f)(3) of
the National School Lunch Act (as amended
by paragraph (3)) is further amended by add-
ing at the end the following:

(E) PROVISION OF DATA TO FAMILY OR
GROUP DAY CARE HOME SPONSORING ORGANIZA-
TIONS.—

(i) CENSUS DATA—The Secretary shall
provide to each State agency administering
a child and adult care food program under
this section data from the most recent de-
cennial census survey or other appropriate
census survey for which the data are avail-
able showing which areas in the State meet
the requirements of subparagraph
(A)(ii)(I)(aa). The State agency shall provide
the data to famil or group day care home
sponsoring organizations located in the
State.

"(ii) SCHOoL DATA.—
(I) IN GENERAL—A State agency admin-

istering the program under this section shall
annually provide to a family or group day
care home sponsoring organizations that re-
quest the data, a list of schools serving ele-
mentary school children in the State in
which at least 50 percent of the children en-
rolled are certified to receive free or reduced
price meals. State agencies administering
the school lunch program under this Act or
the school breakfast program under the
Child Nutrition Act of 1966 (42 U.S.C. 1771 et
seq.) shall collect such data annually and
provide such data on a timely basis to the
State agency administering the program
under this section.

(11) USE OF DATA FROM PRECEDING SCHOOL
YEAR.—ln determining for a fiscal year or
other annual period whether a home quali-
fies as a tier I family or group day care home
under subparagraph (A)(ii)(I). the State
agency administering the program under
this section. and a family or group day care
home sponsoring organization, shall use the
most current available data at the time of
the determination.

(iii) DURATION OF DETERMINATION—For
purposes of this section. a determination
that a family or group day care home is lo-
cated in an area that qualifies the home as a
tier I family or group day care home (as the
term is defined in subparagraph (A)(ii)(I)).
shall be in effect for 3 years (unless the de-
termination is made on the basis of census
data, in which case the determination shall
remain in effect until more recent census
data are available) unless the State agency
determines that the area in which the home
is located no longer qualifies the home as a
tier I family or group day care home.".

(5) CONFORMING AMENDMENTS. —Section
17(c) of the National School Lunch Act is
amended by inserting except as provided in
subsection (f)(3)." after 'For purposes of this
section.' each place it appears in paragraphs
(1). (2). and (3).

(c) DISALLOWING MEAL CLAIMS—The fourth
sentence of section 17(0(4) of the National
School Lunch Act is amended by inserting
(including institutions that are not family

or group day care home sponsoring organiza-
tions)' after ''institutions'.
(d) ELIMiNATION OF 5mm PAPERWORK AND

OUTREACH BURDEN—Section [7 of the Na-
tional School Lunch Act is amended by
striking subsection (k) and inserting the fol-
lowing:

(k) TRAINING AND TECHNICAL ASSIST-
ANCE—A State participating in the program
established under this section shall provide
sufficient training, technical assistance, and
monitoring to facilitate effective operation
of the program. The Secretary shall assist
the State in developing plans to fulfill the
requirements of this subsection:.
(e) EFFECnVE DATE.—
(1) IN GENERAL—Except as provided in

paragraph (2), the amendments made by this
section shall become effective on the date of
enactment of this Act.
(2) IMPROVED TARGETING OF DAY CARE HOME

REIMBURSEMENTS—The amendments made
by paragraphs (1). (3). and (4) of subsection

(b) shall become effective on August 1, 1996.

(3) IMPLEMENTATION—The Secretary of Ag-
riculture shall issue regulations to imple-
ment the amendments made by paragraphs
(1), (2), (3), and (4) of subsection (b) and the

provisions of section 17(f)(3)(C) of the Na-
tional School Lunch Act (42 U.S.C.
1766(f)(3)(C)) not later than February 1. 1996.
If such regulations are issued in interim
form, final regulations shall be issued not
later than August 1, 1996.

SEC. 9782. RESUMPTION OF DISCRETIONARY
FUNDING FOR NUTRITION EDU-
CATION AND TRAINING PROGRAM.

Section 19(i)(2)(A) of the Child Nutrition
Act of 1966 (42 U.S.C. 1788(i)(2)(A)) is amend-
ed—

(I) by striking "Out of' and all that fol-
lows through 'and $10,000,000.. and inserting
'To carry out the provisions of this section.
there is hereby authorized to be appropriated
not to exceed $10,000,000': and

(2) by striking the last sentence.
Subtitle H—Treatment of Aliens

SEC. 9801. EXTENSION OF DEEMING OF INCOME
AND RESOURCES UNDER TEA. SSI.
AND FOOD STAMP PROGRAMS.

(a) IN GENERAL—Except as provided in
subsections (b) and (c), in applying sections
407 and 1621 of the Social Security Act and
section 5(i) of the Food Stamp Act of 1977.
the period in which each respective section
otherwise applies with respect to an alien
shall be extended through the date (if any)
on which the alien becomes a citizen of the
United States (under chapter 2 of title III of
the Immigration and Nationality Act).

(b) EXCEPTION—Subsection (a) shall not
apply to an alien if—

(1) the alien has been lawfully admitted to
the United States for permanent residence.
has attained 75 years of age. and has resided
in the United States for at least 5 years:

(2) the alien—
(A) is a veteran (as defined in section 101 of

title 38. United States Code) with a discharge

characterized as an honorable discharge.
(B) is on active duty (other than active

duty for training) in the Armed Forces of the
United States. or

(C) is the spouse or unmarried dependent
child of an individual described in subpara-
graph (A) or (B):

(3) the alien is the subject of domestic vio-
lence by the alien's spouse and a divorce be-
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tween the alien and the alien's spouse has
been initiated through the filing of an appro-
priate action in an appropriate court; or

(4) there has been paid with respect to the
self-employment income or employment of
the alien, or of a parent or spouse of the
alien, taxes under chapter 2 or chapter 21 of
the lnternal Revenue Code of 1986 in each of
20 different calendar quarters.

(c) HOLD HARMLESS FOR MEDICAID ELIGI-
BILITY—Subsection (a) shall not apply with
respect to determinations of eligibility for
benefits under a State plan approved under
part A of title IV of the Social Security Act
or under the supplemental income security
program under title XVI of such Act but only
insofar as such determinations provide for
eligibility for medical assistance under title
XIX of such Act.

(d) RULES REGARDING INCOME AND RE-
SOURCE DEEVfiNG UNDER TEA PROGRAM.—
Subpart 1 of part A of title IV of the Social
Security Act, as added by section 9101 (a) of
this Act, is amended by adding at the end
the following:
"SEC. 407. ATTRIBUTION OF SPONSOR'S INCOME

AND RESOURCES TO ALIEN.

(a) For purposes of determining eligi-
bility for and the amount of assistance under
a State plan approved under this part for an
individual who is an alien lawfully admitted
for permanent residence or otherwise perma-
nently residing in the United States under
color of law (including any alien who is law-
fully present in the United States as a result
of the application of the provisions of section
207(c) of the Immigration and Nationality
Act (or of section 203(a)(7) of such Act prior
to April 1, 1980). or as a result of the applica-
tion of the provisions of section 208 or
212(d)(5) of such Act), the income and re-
sources of any person who (as a sponsor of
such individual's entry into the United
States) executed an affidavit of support or
similar agreement with respect to such indi-
vidual, and the income and resources of the
sponsors spouse, shall be deemed to be the
unearned income and resources of such indi-
vidual (in accordance with subsections (b)
and (c)) for a period of three years after the
individuals entry into the United States. ex-
cept that this section is not applicable if
such individual is a dependent child and such
sponsor (or such sponsor's spouse) is the par-
ent of such child.

"(b)(l) The amount of income of a sponsor
(and his spouse) which shall be deemed to be
the unearned income of an alien for any
month shall be determined as follows:

(A) the total amount of earned and un-
earned income of such sponsor and such
sponsor's spouse (if such spouse is living
with the sponsor) shall be determined for
such month:

(B) the amount determined under sub-
paragraph (A) shall be reduced by an amount
equal to the sum of—

(i) the lesser of (I) 20 percent of the total
of any amounts received by the sponsor and
his spouse in such month as wages or salary
or as net earnings from self-employment.
plus the full amount of any costs incurred by
them in producing self-employment income
in such month, or (II) $175:

(ii) the cash needs standard established
by the State under its plan for a family of
the same size and composition as the sponsor
and those other individuals living in the
same household as the sponsor who are
claimed by him as dependents for purposes of
determining his Federal personal income tax
liability but whose needs are not taken into
account in making a determination under
section 402(d);

(iii) any amounts paid the sponsor (or
his spouse) to individuals not living in such
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household who are claimed by him as de-
pendents for purposes of determining his
Federal personal income tax liability: and

'(iv) any payments of alimony or child
support with respect to individuals not liv-
ing in such household.

(2) The amount of resources of a sponsor
(and his spouse) which shall be deemed to be
the resources of an alien for any month shall
be determined as follows:

(A) the total amount of the resources (de-
termined as if the sponsor were applying for
assistance under the State plan approved
under this part) of such sponsor and such
sponsors spouse (if such spouse is living
with the sponsor) shall be determined: and

(B) the amount determined under sub-
paragraph (A) shall be reduced by $1500.

'(c)(l) Any individual who is an alien and
whose sponsor was a public or private agency
shall be ineligible for assistance under a
State plan approved under this part during
the period of three years after his or her
entry into the United States, unless the
State agency administering such plan deter
mines that such sponsor either no longer ex
ists or has become unable to meet such mdi
vidual's needs: and such determination shall
be made by the State agency based upon
such criteria as it may specify in the State
plan, and upon such documentary evidence
as it may therein require. Any such individ-
ual. and any other individual who is an alien
(as a condition of his or her eligibility for as-
sistance under a State plan approved under
this part during the period of three years
after his or her entry into the United
States), shall be required to provide to the
State agency administering such plan such
information and documentation with respect
to his sponsor as may be necessary in order
for the State agency to make any determina-
tion required under this section. and to ob-
tain any cooperation from such sponsor nec-
essary for any such determination, Such
alien shall also be required to provide to the
State agency such information and docu-
mentation as it may request and which such
alien or his sponsor provided in support of
such alien's immigration application.

(2) The Secretary shall enter into agree-
ments with the Secretary of State and the
Attorney General whereby any information
available to them and required in order to
make any determination under this section
will be provided by them to the Secretary
(who may, in turn, make such information
available, upon request, to a concerned State
agency), and whereby the Secretary of State
and Attorney General will inform any spon-
sor of an alien, at the time such sponsor exe-
cutes an affidavit of support or similar
agreement, of the requirements imposed by
this section.

'(d) Any sponsor of an alien, and such
alien, shall bejointly and severally liable for
an amount equal to any overpayment of as-
sistance under the State plan made to such
alien during the period of three years after
such aliens entry into the United States, on
account of such sponsors failure to provide
correct information under the provisions of
this section. except where such sponsor was
without fault, or where good cause of such
failure existed. Any such overpayment which
is not repaid to the State or recovered in ac-
cordance with the procedures generally ap-
plicable under the State plan to the
recoupment of overpayments shall be with-
held from any subsequent payment to which
such alien or such sponsor is entitled under
any provision of this Act.

"(e)(l) In any case where a person is the
sponsor of two or more alien individuals who
are living in the same home, the income and
resources of such sponsor (and his spouse). to
the extent they would be deemed the income
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and resources of any one of such individuals
under the preceding provisions of this sec-
tion. shall be divided into two or more equal
shares (the number of shares being the same
as the number of such alien individuals) and
the income and resources of each such indi-
vidual shall be deemed to include one such
share.

"(2) Income and resources of a sponsor (and
his spouse) which are deemed under this sec-
tion to be the income and resources of any
alien individual in a family shall not be con-
sidered in determining the need of other
family members except to the extent such
income or resources are actually available to
such other members.

'(f) The provisions of this section shall not
apply with respect to any alien who is—

'(1) admitted to the United States as a re-
sult of the application, prior to April I. 1980,
of the provisions of section 203(a)(7) of the
Immigration and Nationality Act:

'(2) admitted to the United States as a re-
sult of the application. after March 31. 1980.
of the provisions of section 207(c) of such
Act;

(3) paroled into the United States as a ref-
ugee under section 212(d) (5) of such Act;

(4) granted political asylum by the Attor-
ney General under section 208 of such Act: or

'(5) a Cuban and Haitian entrant, as de-
fined in section 501(e) of the Refugee Edu-
cation Assistance Act of 1980 (Public Law 96-
422).'.
SEC. 9802. REQUIREMENTS FOR SPONSOR'S AFFI.

DAVITS OF SUPPORT.
(a) IN GENERAL—Title II of the Immigra-

tion and Nationality Act is amended by in-
serting after section 213 the following new
section:

REQUIREMENTS FOR SPONSORS AFFIDAVIT OF
SUPPORT

'SEC. 213A. (a) ENFORCEABILITY,—
'(1) IN GENERAL—No affidavit of support

may be accepted by the Attorney General or
by any consular officer to establish that an
alien is not excludable under section 212(a) (4)
unless such affidavit is executed as a con-
tract—

(A) which is legally enforceable against
the sponsor by the Federal Government, by a
State, or by any political subdivision of a
State, providing cash benefits under a public
cash assistance program (as defined in sub-
section (f)(2)). but not later than 5 years
after the date the alien last receives any
such cash benefit: and

(B) in which the sponsor agrees to submit
to the jurisdiction of any Federal or State
court for the purpose of actions brought
under subsection (e)(2).

(2) EXPIRATION OF LIABLITY,—Such con-
tract shall only apply with respect to cash
beneflts described in paragraph (1)(A) pro-
vided to an alien before the earliest of the
following:

(A) CITIZENSHIP—The date the alien be-
comes a citizen of the United States under
chapter 2 of title III.

(B) VETERN.—The first date the alien is
described in section 9801(b)(2)(A) of the Om-
nibus Budget Reconciliation Act of 1995.

(C) PAYMENT OF SOCIAL SECJRfl'Y TAXES.—
The first date as of which the condition de-
scribed in section 9801(b)(4) of the Omnibus
Budget Reconciliation Act of 1995 is met
with respect to the alien,

'(3) NONAPPLICATION DURING CERTAIN PERI-
ODS.—Such contract also shall not apply
with respect to cash benefits described in
paragraph (1)(A) provided during any period
in which the alien is described in section
9801(b)(2)(B) or 9801(b)(2)(C) of the Omnibus
Budget Reconciliation Act of 1995.

(b) FORMS—Not later than 90 days after
the date of enactment of this section. the At-
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torney General, in consultation with the
Secretary of State and the Secretary of
Health and Human Services, shall formulate
an affidavit of support consistent with the
provisions of this section.

(c) NOTIFICATION OF CHANGE OF AD-
DRESS.—

(1) REQIJIREMENT—The sponsor shall no-
tify the Federal Government and the State
in which the sponsored alien is currently
resident within 30 days of any change of ad-
dress of the sponsor during the period speci-
fied in subsection (a)(1)(A).

(2) ENFORCEMENT—Any person subject to
the requirement of paragraph (1) who fails to
satisfy such requirement shall be subject to
a civil penalty of—

(A) not less than $250 or more than $2,000,
or

(B) if such failure occurs with knowledge
that the sponsored alien has received any
benefit under any means-tested public bene-
fits program, not less than $2,000 or more
than $5,000.

(d) REIMBURSEMENT OF GOVERNMENT EX-
PENSES.—

(1) REQUEST FOR REIMBURSEMENT.—
(A) IN GENERAL—Upon notification that a

sponsored alien has received any cash bene-
fits described in subsection (a)(l)(A), the ap-
propriate Federal, State, or local official
shall request reimbursement by the sponsor
in the amount of such cash benefits,

(B) REGATIONS,—The Attorney General.
in consultation with the Secretary of Health
and Human Services, shall prescribe such
regulations as may be necessary to carry Out
subparagraph (A).

'(2) IrsmATIoN OF ACTION—If within 45
days after requesting reimbursement, the ap-
propriate Federal, State. or local agency has
not received a response from the sponsor in-
dicating a willingness to commence pay-
ments, an action may be brought against the
sponsor pursuant to the affidavit of support.

(3) FAILURE TO ABIDE BY REPAYMENT
TERMS—If the sponsor fails to abide by the
repayment terms established by such agen-
cy. the agency may. within 60 days of such
failure, bring an action against the sponsor
pursuant to the affidavit of support.

"(4) LIMiTATION ON ACTIONS—No cause of
action may be brought under this subsection
later than 5 years after the date the alien
last received any cash benefit described in
subsection (a) (1) (A).

(f) DEFINITIONS—For the purposes of this
section:

(1) SPONSOR--The term sponsor' means
an individual who—

'(A) is a citizen or national of the United
States or an alien who is lawfully admitted
to the United States for permanent resi-
dence;

(B) is 18 years of age or over: and
(C) is domiciled in any State,

"(2) PUBLIC CASH ASSISTANCE PROGRAM.—
The term 'public cash assistance program
means a program of the Federal Government
or of a State or political subdivision of a
State that provides direct cash assistance for
the purpose of income maintenance and in
which the eligibility of an individual, house-
hold, or family eligibility unit for cash bene-
fits under the program. or the amount of
such cash benefits, or both are determined
on the basis of income, resources, or finan-
cial need of the individual. household. or
unit, Such term does not include any pro-
gram insofar as it provides medical, housing.
education, job training, food. or in-kind as-
sistance or social services,'.

(b) CLERICAL AMENDMENT—The table of
contents of such Act is amended by inserting
after the item relating to section 213 the fol-
lowing:
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Sec. 213A. Requirements for sponsors af-

fidavit of support..
(c) EFFECTIVE DATE—Subsection (a) of sec-

tion 213A of the Immigration and National-
ity Act, as inserted by subsection (a) of this
section. shall apply to affidavits of support
executed on or after a date specified by the
Attorney General, which date shall be not
earlier than 60 days (and not later than 90
days) after the date the Attorney General
formulates the form for such affidavits under
subsection (b) of such section 213A.
SEC. 9803. EXTENDING REQUIREMENT FOR AFFI-

DAVITS OF SUPPORT TO FAMILY-RE-
LATED AND DIVERSITY IMMI-
GRANTS.

(a) IN GEERA1—Section 212(a) (4) of the
Immigration and Nationality Act (8 u.s.c.
1182(a) (4)) is amended to read as follows:

(4) PUBLIC CHARGE AND AFFIDAVITS OF SUP-
PORT.-

"(A) PUBLIC CHARGE—Any alien who, in
the opinion of the consular officer at the
time of application for a visa, or in the opin-
ion of the Attorney General at the time of
application for admission or adjustment. of
status, is likely at any time to become a
public charge is excludable.

(B) AFFIDAVITS OF SUPPORT—Any immi-
grant who seeks admission or adjustmenc of
status as any of the following is excludable
unless there has been executed with respect
to the immigrant an affidavit of support I)ur-
suant to section 213A:

(i) As an immediate relative (under sec-
tion 201 (b) (2)),

(ii) As a family-sponsored immigrant
under section 203(a) (Or as the spouse or child
under section 203(d) of such an immigrant).

(iii) As the spouse or child (under seccion
203(d)) of an employment-based immigrant
under section 203(b).

(iv) As a diversity immigrant under sec-
tion 203(c) (or as the spouse or child under
section 203(d) of such an immigrant).'.

(b) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply to aliens
with respect to whom an immigrant visa is
issued (or adjustment of status is granted)
after the date specified by the Attorney Gen-
eral under section 9802(c).

Subtitle I—Earned Income Tax Credit
SEC. 9901. EARNED INCOME TAX CREDIT DENIED

TO INDIVIDUALS NOT AUTHORIZED
TO BE EMPLOYED IN THE UNITED
STATES.

(a) IN GENERAL—Section 32(c) (1) of the In-
ternal Revenue code of 1986 (relating to indi-
viduals eligible to claim the earned income
tax credit) is amended by adding at the end
the following new subparagraph:

"(F) IDEr'mFICATION NUMBER REQUIRE-
MENT—The term eligible individual' does
not include any individual who does not in-
clude on the return of tax for the taxable
year—

(i) such individuals taxpayer identifica-
tion number. and

(ii) if the individual is married (within
the meaning of section 7703), the taxpayer
identification number of such individual's
spouse."

(b) SPECIAL IDENTIFICATION NUMBER--Sec-
tion 32 of such code is amended by adding at
the end the following new subsection:

(1) IDENTIFICATION NUMBERS—Solely for
purposes of subsections (c)(I)(F) and
(c)(3)(D), a taxpayer identification number
means a social security number issued to an
individual by the Social Security Adminis-
tration (other than a social security number
issued pursuant to clause (II) (or that por-
tion of clause (III) that relates to clause (II))
of section 205(c)(2)(B)(i) of the Social Secu-
rity Act),''

(c) EXTENSION OF PROCEDURES APPLICABLE
TO MATHEMATICAL OR cLERICAL ERRORS.—
Section 6213(g)(2) of such code (relating to

the definition of mathematical or clerical er-
rors) is amended by striking 'and' at the end
of subparagraph (D), by striking the period
at the end of subparagraph (E) and inserting
a comma. and by inserting after subpara-
graph (E) the following new subparagraphs:

(F) an omission of a correct taxpayer
identification number required under section
32 (relating to the earned income tax credit)
to be included on a return, and

(G) an entry on a return claiming the
credit under section 32 with respect to net
earnings from self-employment described in
section 32(c)(2)(A) to the extent the tax im-
posed by section 1401 (relating to self-em-
ployment tax) on such net earnings has not
been paid."

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

TITLE X—REDUCTIONS IN CORPORATE
TAX SUBSIDIES AND OTHER REFORMS

SEC. 10001. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE.—
This title may be cited as the 'Revenue

Reconciliation Act of 1995' -

(b) TABLE OF CONmr'rrs.—
Sec. 1000!. Short title; table of contents,
Subtitle A—Tax Treatment of Expatriation

Sec. 10101. Revision of tax rules on expatria-
tion,

Sec. 10102. Basis of assets of nonresident
alien individuals becoming citi-
zens or residents.

Subtitle B—Modification to Earned Income
credit

Sec. 10201. Earned income tax credit denied
to individuals with substantial
capital gain net income.

Subtitle c—Alternative Minimum Tax on
corporations Importing Products into the
united States at Artificially Inflated
Prices

Sec. 10301. Alternative minimum tax on cor-
porations importing products
into the United States at artifi-
cially inflated prices.

Subtitle D—Tax Treatment of certain
Extraordinary Dividends

Sec. 10401. Tax treatment of certain extraor-
dinary dividends,

Subtitle E—Foreign Trust Tax compliance
Sec. 10501. Improved information reporting

on foreign trusts.
Sec. 10502. Modifications of rules relating to

foreign trusts having one or
more United States bene-
ficiaries.

Sec. 10503. Foreign persons not to be treated
as owners under grantor trust
rules.

Sec. 10504. Information reporting regarding
foreign gifts.

Sec. 10505. Modification of rules relating to
foreign trusts which are not
grantor trusts.

Sec. 10506. Residence of estates and trusts.
etc.

Subtitle F—Limitation on Section 936 credit
Sec. 10601. Limitation on section 936 credit,

Subtitle A—Tax Treatment of Expatriation
SEC. 10101. REVISION OF TAX RULES ON EXPA-

TRIATION,
(a) IN GENERAL—Subpart A of part II of

subchapter N of chapter 1 of the Internal
Revenue code of 1986 is amended by inserting
after section 877 the following new section:
SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-

TION.
(a) GEi'1L RULES—For purposes of this

subtitle—
(1) MARK TO MARKET—Except as provided

in subsection (0(2), all property held by an
expatriate immediately before the expatria-
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tion date shall be treated as sold at such
time for its fair market value,

"(2) RECOGNITION OF GAIN OR LOSS—In the
case of any sale under paragraph (1)—

(A) notwithstanding any other provision
of this title. any gain arising from such sale
shall be taken into account for the taxable
year of the sale unless such gain is excluded
from gross income under part III of sub-
chapter B. and

"(B) any loss arising from such sale shall
be taken into account for the taxable year of
the sale to the extent otherwise provided by
this title. except that section 1091 shall not
apply (and section 1092 shall apply) to any
such loss.

(3) ELECTION TO CONTINUE TO BE TAXED AS
UNITED STATES CITIZEN.—

"(A) IN GEERAL.—If an expatriate elects
the application of this paragraph with re-
spect to any property—

(i) this section (other than this para-
graph) shall not apply to such property. but

"(ii) such property shall be subject to tax
under this title in the same manner as if the
individual were a united States citizen,

"(B) LIMITATION ON AMOUNT OF ESTATE.
GIFT. AND GENERATION- SKIPPING TRANSFER
TA)S.—The aggregate amount of taxes im-
posed under subtitle B with respect to any
transfer of property by reason of an election
under subparagraph (A) shall not exceed the
amount of income tax which would be due if
the property were sold for its fair market
value immediately before the time of the
transfer or death (taking into account the
rules of subsection (a)(2)).

() REQUIREMENTS—Subparagraph (A)
shall not apply to an individual unless the
individual—

(i) provides security for payment of tax in
such form and manner. and in such amount.
as the Secretary may require,

(ii) consents to the waiver of any right of
the individual under any treaty of the Unit-
ed States which would preclude assessment
or collection of any tax which may be im-
posed by reason of this paragraph. and

"(iii) complies with such other require-
ments as the Secretary may prescribe.

(D) ELECTION—An election under sub-
paragraph (A) shati apply only to the prop-
erty described in the election and, once
made. shall be irrevocable,

(b) EXCLUSION FOR cERTAIN GAIN—The
amount which would (but for this sub-
section) be includible in the gross income of
any individual by reason of subsection (a)
shall be reduced (but not below zero) by
60O,000.

(c) PROPERTY TREATED AS HELD—For pur-
poses of this section, except as otherwise
provided by the Secretary. an individual
shall be treated as holding—

'(1) all property which would be includible
in his gross estate under chapter II if such
individual were a citizen or resident of the
united States (within the meaning of chap-
ter 11) who died at the time the property is
treated as sold,

"(2) any other interest in a trust which the
individual is treated as holding under the
rules of subsection (flU). and

(3) any other interest in property speci-
fied by the Secretary as necessary or appro-
priate to carry out the purposes of this sec-
tion,

(d) EXCEPTIONS—The following property
shall not be treated as sold for purposes of
this section:

(1) uNrrED STATES REAL PROPERTY INTER-
ESTS—Any united States real property in-
terest (as defIned in section 897(c)(l)). other
than stock of a united States real property
holding corporation which does not, on the
expatriation date, meet the requirements of
section 897(c) (2).
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'(2) INTEREST IN CERTAIN R.ETIREMENT

PLANS.—
(A) IN GENERAL—Any interest in a quali-

fied retirement plan (as defined in section
4974(c)). other than any interest attributable
to contributions which are in excess of aiy
limitation or which violate any condition for
tax- favored treatment.

(B) FOREIGN PENSION PLANS.—
(i) IN GENERAL—Under regulations pre-

scribed by the Secretary. interests in foreign
pension plans or similar retirement arrange-
ments or programs.

'(ii) LIMITATIO4.—The value of property
which is treated as not sold by reason of this
subparagraph shall not exceed $500000.

(e) DEFINITIONS—For purposes of this sec-
tion—

(1) EXPATRiATE—The term 'expatriate
mean s—

'•(A) any United States citizen who reliri-
quishes his citizenship. or

'.(B) any long-term resident of the United
States who—

"(1) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b) (6)) or

(ii) commences to be treated as a resident
of a foreign country under the provisions of
a tax treaty between the United States and
the foreign country and who does not waive
the benefits of such treaty applicable to resi
dents of the foreign country.
An individual shall not be treated as an ex
patriate for purposes of this section by rea
son of the individual relinquishing United
States citizenship before attaining the age of
18'/z if the individual has been a resident of
the United States (as defined in section
7701(b) (I) (A) (ii)) for less than 5 taxable years
before the date of relinquishment.

'(2) EXPATRIATION DATE—The term expa-
triation date means—

(A) the date an individual relinquishes
United States citizenship, or

'(B) in the case of a long-term resident of
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph
(I) (B).

"(3) RELINQUISHMENT OF CITIZENSE-UP.—-A
citizen shall be treated as relinquishing his
United States citizenship on the earliest of—

"(A) the date the individual renounces his
United States nationality before a diplo-
matic or consular officer of the United
States pursuant to paragraph (5) of section
349(a) of the Immigration and Nationality
Act (8 U.S.C. l481(a)(5)).

(B) the date the individual furnishes to
the United States Department of State a
signed statement of voluntary relinquish-
ment of United States nationality confirm-
ing the performance of an act of expatriation
specified in paragraph (1). (2). (3). or (4) of
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. t481(a) (1)—(4)).

(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or

(D) the date a court of the United States
cancels a naturalized citizen's certificate of
naturalization.
Subparagraph (A) or (B) shall not apply to
any individual unless the renunciation or
voluntary relinquishment is subsequently
approved by the issuance to the individual of
a certificate of loss of nationality by the
United States Department of State.

(4) LONG-TERM RESIDENT.—
(A) IN GENERAL—The term long-term

resident' means any individual (other than a
citizen of the United States) who is a lawful
permanent resident of the United States in
at least 8 taxable years during the period of
15 taxable years ending with the taxable year
during which the sale under subsection (a)(l)
is treated as occurring. For purposes of the
preceding sentence, an individual shall not

CONGRESSIONAL RECORD — SENATE
be treated as a lawful permanent resident for
any taxable year if such individual is treated
as a resident of a foreign country for the tax-
able year under the provisions of a tax trea-
ty between the United States and the foreign
country and does not waive the benefits of
such treaty applicable to residents of the for-
eign country.

(B) SPECIAL RULE—For purposes of sub-
paragraph (A). there shall not be taken into
account—

(i) any taxable year during which any
prior sale is treated under subsection (a)(l)
as occurring, or

(ii) any taxable year prior to the taxable
year referred to in clause (i),

(1) SPECIAL RULES APPUCABLE TO BENE-
FICIARIES INTERESTS IN TRUST.—

(1) DETERMINATION OF BENEFICIARIES' IN-
TEREST IN TRUST—For purposes of this sec-
tion—

(A) GENERAL RULE.—A beneficiarys inter-
est in a trust shall be based upon all relevant
facts and circumstances, including the terms
of the trust instrument and any letter of
wishes or similar document, historical pat-
terns of trust distributions, and the exist-
ence of and functions performed by a trust
protector or any similar advisor.

(B) SPECIAL RULE—The remaining inter-
ests in the trust not determined under sub-
paragraph (A) to be held by any beneficiary
shall be allocated first to the grantor. if a
beneficiary, and then to other beneficiaries
under rules prescribed by the Secretary simi-
lar to the rules of intestate succession.

(C) CONSTRUCTIVE OWNERSHIP—If a bene-
ficiary of a trust is a corporation, partner-
ship. trust, or estate. the shareholders, part-
ners. or beneficiaries shall be deemed to be
the trust beneficiaries for purposes of this
section.

(D) TAXPAYER RETURN POSITION—A tax-
payer shall clearly indicate on its income
tax return—

(i) the methodology used to determine
that taxpayer's trust interest under this sec-
tion. and

"(ii) if the taxpayer knows (Or has reason
to know) that any other beneficiary of such
trust is using a different methodology to de-
termine such beneficiary's trust interest
under this section.

(2) DEEMED SALE IN CASE OF TRUST INTER-
EST—If an individual who is an expatriate is
treated under paragraph (1) as holding an in-
terest in a trust for purposes of this sec-
tion—

'(A) the individual shall not be treated as
having sold such interest.

(B) such interest shall be treated as a sep-
arate share in the trust, and

"(C)(i) such separate share shall be treated
as a separate trust consisting of the assets
allocable to such share.

"(ii) the separate trust shall be treated as
having sold its assets immediately before the
expatriation date for their fair market value
and as having distributed all of its assets to
the individual as of such time, and

"(iii) the individual shall be treated as
having recontributed the assets to the sepa-
rate trust.
Subsection (a)(2) shall apply to any income,
gain, or loss of the individual arising from a
distribution described in subparagraph
(C)(ii).

(g) TERMINATION OF DEFERRALS. ETC—On
the date any property held by an individual
is treated as sold under subsection (a). not-
withstanding any other provision of this
title.—.

(1) any period during which recognition of
income or gain is deferred shall terminate,
and

(2) any extension of time for payment of
ax shall cease to apply and the unpaid por-
tion of such tax shall be due and payable at
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the time and in the manner prescribed by the
Secretary.

(h) RULES RELATING TO PAYMENT OF
TAX.—

(1) IMPOSmON OF TENTATIVE TAX.—
(A) IN GENERAL—If an individual is re-

quired to include any amount in gross in-
come under subsection (a) for any taxable
year. there is hereby imposed. immediately
before the expatriation date. a tax in an
amount equal to the amount of tax which
would be imposed if the taxable year were a
short taxable year ending on the expatria-
tion date.

"(B) DUE DATE—The due date for any tax
imposed by subparagraph (A) shall be the
90th day after the expatriation date.

"(C) TREATMENT OF TAX—Any tax paid
under subparagraph (A) shall be treated as a
payment of the tax imposed by this chapter
for the taxable year to which subsection (a)
applies.

'(2) DEFERRAL OF TAX—The payment of
any tax attributable to amounts included in
gross income under subsection (a) may be de-
ferred to the same extent, and in the same
manner, as any tax imposed by chapter 11.
except that the Secretary may extend the
period for extension of time for paying tax
under section 6161 to such number of years as
the Secretary determines appropriate.

(3) RULES RELATING TO SECURITY INTER-
ESTS.—

(A) ADEQUACY OF SECURiTY INTERESTS—In
determining the adequacy of any security to
be provided under this section. the Secretary
may take into account the principles of sec-
tion 2056A.

(B) SPECIAL RULE FOR TRUST.—If a tax-
payer is required by this section to provide
security in connection with any tax imposed
by reason of this section with respect to the
holding of an interest in a trust and any
trustee of such trust is an individual citizen
of the United States or a domestic corpora-
tion. such trustee shall be required to pro-
vide such security upon notification by the
taxpayer of such requirement.

(i) COORDINATION WITH ESTATE AND GIEr
TAXES—If subsection (a) applies to property
held by an individual for any taxable year
and—

"(1) such property is includible in the gross
estate of such individual solely by reason of
section 2107. or

"(2) section 2501 applies to a transfer of
such property by such individual solely by
reason of section 2501(a)(3),
then there shall be allowed as a credit
against the additional tax imposed by sec-
tion 2101 or 2501. whichever is applicable.
solely by reason of section 2107 or 2501(a)(3)
an amount equal to the increase in the tax
imposed by this chapter for such taxable
year by reason of this section.

U) REGULATIONS—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section. including regulations
to prevent double taxation by ensuring
that—

'(1) appropriate adjustments are made to
basis to reflect gain recognized by reason of
subsection (a) and the exclusion provided by
subsection (b),

(2) no interest in property is treated as
held for purposes of this section by more
than one taxpayer, and

(3) any gain by reason of a deemed sale
under subsection (a) of an interest in a cor-
poration, partnership. trust, or estate is re-
duced to reflect that portion of such gain
which is attributable to an interest in a
trust which a shareholder. partner. or bene-
ficiary is treated as holding directly under
subsection (fl(t) (C).

(k) CROSS REFERENCE.—
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For income tax treatment of individuals

who terminate United States citizenship, see
section 7701 (a) (47).

(b) DEFINITION OF TERMINATION OF UNrrED
STATES CITIZENSiilP.—5ection 7701(a) of the
Internal Revenue Code of 1986 is amended by
adding at the end the following new para-
graph:

(47) TERIVflNATION OF UNITED STATES C1i-
ZENSI-IIP.—An individual shall not cease to be
treated as a United States citizen before the
date on which the individuals citizenship is
treated as relinquished under section
877A(e) (3).

(c) CONFORMING AMENOMENTS.—
(1) Section 877 of the Internal Revenue

Code of 1986 is amended by adding at the end
the following new subsection:

(f) APPLICATION—This section shall not
apply to any individual who relinquishes
(within the meaning of section 877A(e)(3))
United States citizenship on or after Feb-
ruary 6. 1995

(2) Section 2107(c) of such Code is amended
by adding at the end the following new para-
graph:

(3) CROsS REFERENCE—For credit against
the tax imposed by subsection (a) for expa-
triation tax, see section 877A(i).'

(3) Section 2501 (a) (3) of such Code is amend-
ed by adding at the end the following new
flush sentence:

For credit against the tax imposed under
this section by reason of this paragraph, see
section 877A(i).''

(4) Section 6851 of such Code is amended by
striking subsection (d) and by redesignating
subsection (e) as subsection (d).

(5) Paragraph (10) of section 7701(b) of such
Code is amended by adding at the end the
following new sentence: This paragraph
shall not apply to any long-term resident of
the United States who is an expatriate (as
defined in section 877A(e)(1)),"

(d) CLERICAL AMENDMENT—The table of
sections for subpart A of part II of sub-
chapter N of chapter 1 of the Internal Reve-
nue Code of 1986 is amended by inserting
after the item relating to section 877 the fol-
lowing new item:
'Sec. 877A. Tax responsibilities of expatria-

tion.•
(e) EFFECTIVE DATE.—
(1) IN GENERAL—The amendments made by

this section shall apply to expatriates (with-
in the meaning of section 877A(e) of the In-
ternal Revenue Code of 1986, as added by this
section) whose expatriation date (as so de-
fined) occurs on or after February 6. 1995.

(2) DuE DATE FOR TENTATIVE TAX—The due
date under section 877A(h)(1)(B) of such Code
shall in no event occur before the 90th day
after the date of the enactment of this Act.
SEC. 10102. BASIS OF ASSETS OF NONRESIDENT

ALIEN INDIVIDUALS BECOMING
CITIZENS OR RESIDENTS.

(a) IN GENERAL—Part IV of subchapter 0
of chapter 1 of the Internal Revenue Code of
1986 (relating to special rules for gain or loss
on disposition of property) is amended by re-
designating section 1061 as section 1062 and
by inserting after section 1060 the following
new section:
"SEC. 1061. BASIS OF ASSETS OF NONRESIDENT

ALIEN INDIVIDUALS BECOMING
CITIZENS OR RESIDENTS.

(a) GENERj.. RULE—If a nonresident alien
individual becomes a citizen or resident of
the United States, gain or loss on the dis-
position of any property held on the date the
individual becomes such a citizen or resident
shall be determined by substituting, as of
the applicable date, the fair market value of
such property (on the applicable date) for its
cost basis.

'(b) EXCEPTION FOR DEPRECIATION—Any
deduction under this chapter for deprecia-
tion, depletion, or amortization shall be de-

termined without regard to the application
of this section.

(c) DEFINITIONS AND SPECIAL RULES—For
purposes of this section—

(1) APPLICABLE DATE—The term applica-
ble date means, with respect to any prop-
erty to which subsection (a) applies, the ear-
lier of—

(A) the date the individual becomes a cit-
izen or resident of the United States, or

(B) the date the property first becomes
subject to tax under this subtitle by reason
of being used in a United States trade or
business or by reason of becoming a United
States real property interest (within the
meaning of section 897(c)(I)).

(2) RESIDENT—The term resident does
not include an individual who is treated as a
resident of a foreign country under the pro-
visions of a tax treaty between the United
States and a foreign country and who does
not waive the benefits of such treaty applica-
ble to residents of the foreign country.

(3) TRUSTS—A trust shall not be treated
as an individual.

(4) ELECTION NOT TO HAVE SECTION
APPLY—An individual may elect not to have
this section apply solely for purposes of de-
termining gain with respect to any property.
Such election shall apply only to property
specified in the election and, once made.
shall be irrevocable.

(5) SECTION ONLY TO APPLY ONCE—This
section shall apply only with respect to the
first time the individual becomes either a
citizen or resident of the United States.

(d) REGULATIONS—The Secretary shall
prescribe regulations for purposes of this sec-
tion. including regulations—

(1) for application of this section in the
case of property which consists of a direct or
indirect interest in a trust, and

(2) providing look-thru rules in the case
of any indirect interest in any United States
real property interest (within the meaning of
section 897(c)(1)) or property used in a United
States trade or business.'

(b) CONFORMING AMENDMENT—The table of
sections for part rv of subchapter 0 of chap-
ter 1 of the Internal Revenue Code of 1986 is
amended by striking the item relating to
section 1061 and inserting the following new
items:

Sec. 1061. Basis of assets of nonresident
alien individuals becoming citi-
zens or residents.

'Sec. 1062. Cross references."
(c) EFFECTIVE DATE—The amendments

made by this section shall apply to disposi-
tions after the date of the enactment of this
Act, and to any disposition occurring on or
before such date to which section 877A of the
Internal Revenue Code of 1986 (as added by
section 611) applies.

Subtitle B—Modification to Earned Income
Credit

SEC. 10201. EARNED INCOME TAX CREDIT DENIED
TO INDIVIDUALS WITH SUBSTAN-
TIAL CAPITAL GAIN NET INCOME.

(a) IN GENER.—Paragraph (2) of section
32(i) of the Internal Revenue Code of 1986 (re-
lating to denial of credit for individuals hav-
ing excessive investment income) is amend-
ed—

(1) by striking "and' at the end of subpara-
graph (B).

(2) by striking the period at the end of sub-
paragraph (C) and inserting ". and", and

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

CD) capital gain net income for the tax-
able year."

(b) EFFECTIVE DATE—The amendment
made by this section shall apply to taxable
years beginning after December 31. 1995.
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Subtitle C—Alternative Minimum Tax on Cor-
porations Importing Products into the
United States at Ai-tiftcially Inflated Prices

SEC. 10301. ALTERNATIVE MINIMUM TAX ON COR
PORATIONS IMPORTING PRODUCTS
INTO THE UNITED STATES AT ARTI-
FICIALLY INFLATED PRICES.

(a) IN GENERAI..—Subchapter A of chapter
of the Internal Revenue Code of 1986 (relat-
ing to determination of tax liability) is
amended by adding at the end the following
new part:
"PART Vill—ALTERNATIVE MINIMUM TAX

ON CORPORATIONS IMPORTING PROD-
UCTS INTO THE UNITED STATES AT AR-
TIFICIALLY INFLATED PRICES

"Sec. 59B. Alternative minimum tax on
corporations importing products into
the United States at artificially in-
flated prices.

"SEC. 59B. ALTERNATIVE MINIMUM TAX ON COR
PORATIONS IMPORTING PRODUCTS
INTO THE UNITED STATES AT ARTI-
FICIALLY INFLATED PRICES.

'(a) IMPOSITION OF TAX—In the case of a
corporation to which this section applies.
there is hereby imposed an alternative mini-
mum tax equal to 4 percent of net business
receipts of the corporation for the taxable
year.

'(b) TAXPAYERS TO WHICH SECTION AP-
PLIES—This section shall apply to any cor-
poration, foreign or domestic, if—

"(I) gross sales in the United States during
the tax year of parts or products manufac-
tured by the corporation, or any subsidiary
or affiliate controlled by the corporation. ex-
ceeded $10000000.

"(2) during that same tax year parts or
products manufactured by the corporation.
or any subsidiary or affiliate controlled by
the corporation. with a customs value in ex-
cess of $10,000,000 were imported into the
United States, and

"(3) its tax obligation under this section
exceeds its total tax obligation under all
other sections of the Internal Revenue Code
of 1986.

"(c) CREDIT FOR TAXES PAID—There shall
be a nonrefundable credit against the taxes
owed under this section equal to the total of
all other taxes paid by the corporation under
the Internal Revenue Code of 1986.

(d) DEFINITIONS—For purposes of this sec-
tion:

"(1) NET BUSINESS RECEIPTS—The term
net business receipts' means the value of all
parts or products sold in the United States.
excluding—

'(A) the value of parts or products sold for
export.

(B) expenses paid for parts or products
produced in the United States.

'(C) expenses paid for services performed
in the United States. and

(D) amounts paid for income, sales or use
taxes imposed by any State. or political sub-
division thereof. or by the District of Colum-
bia. Puerto Rico. Guam or the Virgin Is-
lands.

"(2) SUBSIDIARY OR AFFILIATE CONTROLLED
BY THE CORPORATION—An entity shall be
considered to be a subsidiary or affiliate
controlled by the corporation if the corpora-
tion owns 5 percent or more of any class of
stock of the entity or if the corporation ex-
ercises control over a majority of the board
of directors of the entity.

(b) CLERiCAL AMENDMENT—The table of
parts for such subchapter A is amended by
adding at the end thereof the following new
item:

"Part VIII. Alternative minimum tax on
corporations importing products into the
United States at artificially inflated prices."
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(c) EFFECTIVE DATE—The amendments

made by this section shall apply to taxable
years beginning after December 31. 1995.

Subtitle D—Tax Treatment of Certain
Extraordinary Dividends

SEC. 10401. TAX TREATMENT OF CERTAIN EX-
TRAORDINARY DIVIDENDS.

(a) TREATMENT OF EXTRAORDINARY DIvi-
DENDS IN EXCESS OF BASIS.—Paragraph (2) of
section 1059(a) of the Internal Revenue Code
of 1986 (relating to corporate shareholder's
basis in stock reduced by nontaxed portion
of extraordinary dividends) is amended to
read as follows:

(2) AMOUNTS IN EXCESS OF BASIS.—If tIe
nontaxed portion of such dividends exceeds
such basis, such excess shall be treated s
gain from the sale or exchange of such stock
for the taxable year in which the extraor-
dinary dividend is received.'

(b) TREATMENT OF REDEMPTIONS WHERE OP-
TIONS INVOLVED—Paragraph (1) of sectio
1059(e) of such Code (relating to treatment of
partial liquidations and non-pro rata re-
demptions) is amended to read as follows:

U) TREATMENT OF PARTIAL LrQUIDATIONS
AND CERTArN REDEMPTIONS—Except as other.
wise provided in regulations—

(A) REDEMPTIOI'JS.—In the case of any re
demption of stock—

(i) which is part of a partial liquidatior
(within the meaning of section 302(e)) of the
redeeming corporation,

(ii) which is not pro rata as to all share-
holders, or

(iii) which would not have been treated
(in whole or in part) as a dividend if any op-
tions had not been taken into account under
section 318(a) (4).
any amount treated as a dividend with re-
spect to such redemption shall be treated as
an extraordinary dividend to which para-
graphs (1) and (2) of subsection (a) apply
without regard to the period the taxpayer
held such stock. In the case of a redemption
described in clause (iii), only the basis in the
stock redeemed shall be taken into account
under subsection (a).

'(B) REORCANIZATIONS. ETC—An exchange
described in section 356(a)(1) which is treated
as a dividend under section 356(a) (2) shall be
treated as a redemption of stock for purposes
of applying subparagraph (A)."

(c) EFFECTiVE DATES.—
(1) IN GENERAL—The amendments made by

this section shall apply to distributions after
May 3. 1995.

(2) TRA.NSmON RULE—The amendments
made by this section shall not apply to any
distribution made pursuant to the terms of—

(A) a written binding contract in effect on
May 3. 1995. and at all times thereafter be-
fore such distribution, or

(B) a tender offer outstanding on May 3.
1995.

(3) CERTAIN DIVIDENI)S NOT PURSUANT TO
CERTAIN REDEMPTIONS—In determining
whether the amendment made by subsection
(a) applies to any extraordinary dividend
other than a dividend treated as an extraor-
dinary dividend under section 1059(e)(1) of
the Internal Revenue Code of 1986 (as amend-
ed by this Act), paragraphs (1) and (2) shall
be applied by substituting 'September 13.
1995'' for 'May 3, 1995'.

Subtitle E—Foreign Trust Tax Compliance
SEC. 10501. IMPROVED INFORMATION REPORT-

ING ON FOREIGN TRUSTS.
(a) IN GENERAL—Section 6048 of the Inter-

nal Revenue Code of 1986 (relating to returns
as to certain foreign trusts) is amended to
read as follows:
'SEC. 6048. INFORMATION WITH RESPECT TO

CERTAIN FOREIGN TRUSTS.
(a) NOTICE OF CERTAIN EvEwrs.—
(1) CEI.A.i. RULE—On or before the 90th

day (or such later day as the Secretary may
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prescribe) after any reportable event, the re-
sponsible party shall provide written notice
of such event to the Secretary in accordance
with paragraph (2).

• (2) CONTENTS OF NOTICE—The notice re-
quired by paragraph (1) shall contain such
information as the Secretary may prescribe,
including—

"(A) the amount of money or other prop-
erty (if any) transferred to the trust in con-
nection with the reportable event, and

"(B) the identity of the trust and of each
trustee and beneficiary (or class of bene-
ficiaries) of the trust.

(3) REPORTABLE EVENT—For purposes of
this subsection—

(A) IN GENERAL—The term reportable
event' means—

(i) the creation of any foreign trust by a
United States person.

(ii) the transfer of any money or property
(directly or indirectly) to a foreign trust by
a United States person. including a transfer
by reason of death, and

"(iii) the death of a citizen or resident of
the United States if—

(I) the decedent was treated as the owner
of any portion of a foreign trust under the
rules of subpart E of part 1 of subchapter 3
of chapter 1, or

(II) any portion of a foreign trust was in-
cluded in the gross estate of the decedent.

"(B) EXCEPTrONS.—
(1) FAIR MARKET VALUE SALES—Subpara-

graph (A)(ii) shall not apply to any transfer
of property to a trust in exchange for consid-
eration of at least the fair market value of
the transferred property. For purposes of the
preceding sentence, consideration other than
cash shall be taken into account at its fair
market value and the rules of section
679(a) (3) shall apply.

'(ii) PENSION AND CHARITABLE TRUSTS.—
Subparagraph (A) shall not apply with re-
spect to a trust which is—

"(I) described in section 404(a)(4) or 404A,
or

'(II) determined by the Secretary to be de-
scribed in section 501(c) (3).

"(4) RESPONSIBLE PARTY—For purposes of
this subsection, the term 'responsible party'
means—

(A) the grantor in the case of the creation
of an inter vivos trust.

(B) the transferor in the case of a report-
able event described in paragraph (3)(A)(ii)
other than a transfer by reason of death. and

"(C) the executor of the decedent's estate
in any other case.

(bY UNITED STATES GRANTOR OF FOREICN
TRUST.—

'(1) IN CENERAL.—If, at any time during
any taxable year of a United States person.
such person is treated as the owner of any
portion of a foreign trust under the rules of
subpart E of part I of subchapter 3 of chapter
1, such person shall be responsible to ensure
that—

(A) such trust makes a return for such
year which sets forth a full and complete ac-
counting of all trust activities and oper-
ations for the year. the name of the United
States agent for such trust, and such other
information as the Secretary may prescribe,
and

'(B) such trust furnishes such information
as the Secretary may prescribe to each Unit-
ed States person (i) who is treated as the
owner of any portion of such trust or (ii) who
Yeceives (directly or indirectly) any distribu-
tion from the trust.

'(2) TRUSTS NOT HAVING UNITED STATES
AGENT.—

"(A) IN GENERAL—If the rules of this sub-
.ection apply to any foreign trust, the deter-
Inination of amounts required to be taken
into account with respect to such trust by a
United States person under the rules of sub-
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part E of part I of subchapter J of chapter 1
shall be determined by the Secretary in the
Secretary's sole discretion from the Sec-
retary's own knowledge or from such infor-
mation as the Secretary may obtain through
testimony or otherwise.

(B) UNITED STATES AGENT REQUIRED—The
rules of this subsection shall apply to any
foreign trust to which paragraph (I) applies
unless such trust agrees (in such manner.
subject to such conditions. and at such time
as the Secretary shall prescribe) to authorize
a United States person to act as such trust's
limited agent solely for purposes of applying
sections 7602. 7603, and 7604 with respect to—

(i) any request by the Secretary to exam-
ine records or produce testimony related to
the proper treatment of amounts required to
be taken into account under the rules re-
ferred to in subparagraph (A). or

"(ii) any summons by the Secretary for
such records or testimony.
The appearance of persons or production of
records by reason of a United States person
being such an agent shall not subject such
persons or records to legal process for any
purpose other than determining the correct
treatment under this title of the amounts re-
quired to be taken into account under the
rules referred to in subparagraph (A). A for-
eign trust which appoints an agent described
in this subparagraph shall not be considered
to have an office or a permanent establish-
ment in the United States. or to be engaged
in a trade or business in the United States,
solely because of the activities of such agent
pursuant to this subsection.

'(C) OTh RJLES TO APPLY—Rules similar
to the rules of paragraphs (2) and (4) of sec-
tion 6038A(e) shall apply for purposes of this
paragraph.

(c) REPORTINC BY UNITED STATES BENE-
FICIARIES OF FOREIGr TRUSTS.—

"(1) IN GENERAL—If any United States per-
son receives (directly or indirectly) during
any taxable year of such person any distribu-
tion from a foreign trust. such person shall
make a return with respect to such trust for
such year which includes—

"(A) the name of such trust.
(B) the aggregate amount of the distribu-

tions so received from such trust during such
taxable year, and

'(C) such other information as the Sec-
retary may prescribe.

(2) INCLUSION IN INCOME IF RECORDS NOT
PROVIDED—If adequate records are not pro-
vided to the Secretary to determine the
proper treatment of any distribution from a
foreign trust. such distribution shall be
treated as an accumulation distribution in-
cludible in the gross income of the distribu-
tee under chapter 1. To the extent provided
in regulations. the preceding sentence shall
not apply if the foreign trust elects to be
subject to rules similar to the rules of sub-
section (b)(2)(B).

(d) SPECIAL RULES.—
'(1) DETERMINATION OF WHEThER UNITED

STATES PERSON RECEIVES DrSTRIBW1ON.—For
purposes of this section, in determining
whether a United States person receives a
distribution from a foreign trust. the fact
that a portion of such trust is treated as
owned by another person under the rules of
subpart E of part I of subchapter 3 of chapter
1 shall be disregarded.

'(2) DOMESTIC TRUSTS WITH FOREIGN ACTIVI-
TIES—To the extent provided in regulations,
a trust which is a United States person shall
be treated as a foreign trust for purposes of
this section and section 6677 if such trust has
substantial activities, or holds substantial
property. outside the United States.

(3) TIME AND MANNER OF FILrNG IOtA-
TION.—Any notice or return required under
this section shall be made at such time and
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in such manner as the Secretary shall pre-
scribe.

(4) MODIFICATION OF RETURN REQUIRE-
MENTS.—The Secretary is authorized to sus-
pend or modify any requirement of this sec-
tion if the Secretary determines that the
United States has no significant tax interest
in obtaining the required information."

(b) INCREASED PENALTIES—Section 6677 of
such Code (relating to failure to file informa-
tion returns with respect to certain foreign
trusts) is amended to read as follows;
SEC. 6677. FAILURE TO FILE INFORMATION

WITH RESPECT TO CERTAIN FOR-
EIGN TRUSTS.

'(a) CIVIL PENALTY—In addition to any
criminal penalty provided by law, if any no-
tice or return required to be filed by section
6048—

(1) is not filed on or before the time pro-
vided in such section, or

(2) does not include all the information
required pursuant to such section or includes
incorrect information.
the person required to file such notice or re-
turn shall pay a penalty equal to 35 percent
of the gross reportable amount. If any failure
described in the preceding sentence contin-
ues for more than 90 days after the day on
which the Secretary mails notice of such
failure to the person required to pay such
penalty, such person shall pay a penalty (in
addition to the amount determined under
the preceding sentence) of $10000 for each 30-
day period (or fraction thereof) during which
such failure continues after the expiration of
such 90-day period.

• (b) SPECIAL RULES FOR RETURNS UNDER
SECTION 6048(b)—In the case of a return re-
quired under section 6048(b)—

(1) the United States person referred to in
such section shall be liable for the penalty
imposed by subsection (a). and

(2) subsection (a) shall be applied by sub-
stituting .5 percent' for '35 percent'.

(c) GROSS REPORTABLE AMOUNT—For pur-
poses of subsection (a), the term 'gross re-
portable amount' means—

(1) the gross value of the property in-
volved in the event (determined as of the
date of the event) in the case of a failure re-
lating to section 6048(a).

(2) the gross value of the portion of the
trust's assets at the close of the year treated
as owned by the United States person in the
case of a failure relating to section 6048(b) (1),
and

(3) the gross amount of the distributions
in the case of a failure relating to section
6048(c).

(d) REASONABLE CAUSE EXCEPTION—NO
penalty shall be imposed by this section on
any failure which is shown to be due to rea-
sonable cause and not due to willful neglect.
The fact that a foreign jurisdiction would
impose a civil or criminal penalty on the
taxpayer (or any other person) for disclosing
the required information is not reasonable
cause.

(e) DEFiCIENCY PROCEDURES NOT TO
APPLY—Subchapter B of chapter 63 (relating
to deficiency procedures for income, estate.
gift. and certain excise taxes) shall not apply
in respect of the assessment or collection of
any penalty imposed by subsection (a).'

(c) CONFORMING AMENDMENTS.—
(1) Paragraph (2) of section 6724(d) of such

Code is amended by striking or" at the end
of subparagraph (5). by striking the period
at the end of subparagraph (T) and inserting

or', and by inserting after subparagraph
(T) the following new subparagraph:

(U) section 6048(b)(l)(B) (relating to for-
eign trust reporting requirements)."

(2) The table of sections for subpart B of
part III of subchapter A of chapter 61 is of
such Code amended by striking the item re-
lating to section 6048 and inserting the fol-
lowing new item:

'Sec. 6048. Information with respect to cer-
tain foreign trusts."
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(3) The table of sections for part I of sub-

chapter B of chapter 68 of such Code is
amended by striking the item relating to
section 6677 and inserting the following new
item:

Sec. 6677. Failure to file information with
respect to certain foreign
trusts.''

(d) EFFECTIVE DATES.—
(I) REPORTABLE EVENTS—To the extent re-

lated to subsection (a) of section 6048 of the
Internal Revenue Code of 1986. as amended
by this section. the amendments made by
this section shall apply to reportable events
(as defined in such section 6048) occurring
after the date of the enactment of this Act.

(2) GRANTOR TRUST REPORTING—To the ex-
tent related to subsection (b) of such section
6048, the amendments made by this section
shall apply to taxable years of United States
persons beginning after the date of the en-
actment of this Act.

(3) REPORTING BY UNITED STATES BENE-
FICIARIES—To the extent related to sub-
section (c) of such section 6048. the amend-
ments made by this section shall apply to
distributions received after the date of the
enactment of this Act.
SEC. 10502. MODIFICATIONS OF RULES RELATING

TO FOREIGN TRUSTS HAVING ONE
OR MORE UNITED STATES BENE-
FICIARIES.

(a) TREATMENT OF TRUST OBLIGATIONS.
ETC.—

(1) Paragraph (2) of section 679(a) of the In-
ternal Revenue Code of 1986 is amended by
striking subparagraph(B) and inserting the
following:

(B) TRANSEERS AT FAIR MARKET VALUE.—
To any transfer of property to a trust in ex-
change for consideration of at least the fair
market value of the transferred property.
For purposes of the preceding sentence, con-
sideration other than cash shall be taken
into accountat its fair market value."

(2) Subsection (a) of section 679 of such
Code (relating to foreign trusts having one
or more United States beneficiaries) is
amended by adding at the end the following
new paragraph:

(3) CERTAIN OBUGATIONS NOT TAKEN INTO
ACCOUNT UNDER EAIR MARKET VALUE EXCEP-
TION.—

(A) IN GENERAL—In determining whether
paragraph (2)(B) applies to any transfer by a
person described in clause (ii) or (iii) of sub-
paragraph (C), there shall not be taken into
account—

(i) any obligation of a person described in
subparagraph (C). and

(ii) to the extent provided in regulations.
any obligation which is guaranteed by a per-
son described in subparagraph (C).

(B) TREAThENT OF PRINCIPAL PAYMENTS ON
OBUGATION.—Principal payments by the
trust on any obligation referred to in sub-
paragraph (A) shall be taken into account on
and after the date of the payment in deter-
mining the portion of the trust attributable
to the property transferred.

(C) PERSONS DESCRIBED—The persons de-
scribed in this subparagraph are—

(i) the trust.
(ii) any grantor or beneficiary of the

trust, and
(iii) any person who is related (within the

meaning of section 643(i)(3)) to any grantor
or beneficiary of the trust.'

(b) EXEMPTION OE TRANSFERS TO Ci-iAm-
TABLE TRUSTS—Subsection (a) of section 679
of such Code is amended by striking section
404(a)(4) or 404A" and inserting section
6048(a) (3) (B)(ii)

(c) OTHER MODIFiCATIONS. —Subsection (a)
of section 679 of such Code is amended by
adding at the end the following new para-
graphs:

(4) SPECIAL RULES APPLICABLE TO FOREIGN
GRANrOR WHO LATER BECOMES A UNITED
STATES PERSON.—

(A) IN GENERAL.—If a nonresident alien
individual has a residency starting date
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within 5 years after directly or indirectly
transferring property to a foreign trust, this
section and section 6048 shall be applied as if
such individual transferred to such trust on
the residency starting date an amount equal
to the portion of such trust attributable to
the property transferred by such individual
to such trust in such transfer.

(B) TREATMENT OF UNDISTRIBWED IN-
COME—For purposes of this section, undis-
tributed net income for periods before such
individuals residency starting date shall be
taken into account in determining the por-
tion of the trust which is attributable to
property transferred by such individual to
such trust but shall not otherwise be taken
into account.

(C) RESIDENCY STARTING DATE—For pur-
poses of this paragraph, an individual's resi-
dency starting date is the residency starting
date determined under section 7701(b) (2) (A).

-. (5) OumoU'o TRUST MIGRATIONS—If—
'(A) an individual who is a citizen or resi-

dent of the United States transferred prop-
erty to a trust which was not a foreign trust,
and

(B) such trust becomes a foreign trust
while such individual is alive,
then this section and section 6048 shall be ap-
plied as if such individual transferred to such
trust on the date such trust becomes a for-
eign trust an amount equal to the portion of
such trust attributable to the property pre-
viously transferred by such individual to
such trust. A rule similar to the rule of para-
graph (4)(B) shall apply for purposes of this
paragraph."

(d) MODIFICATIONS RELATING TO WHETHER.
TRUST HAS UNITED STATES B€NEFICIARJES—
Subsection (c) of section 679 of such Code is
amended by adding at the end the following
new paragraphs:

"(3) CERTAIN UNITED STATES BENEFICIARIES
DISREGARDED—A beneficiary shall not be
treated as a United States person in applying
this section with respect to any transfer of
property to foreign trust if such beneficiary
first became a United States person more
than 5 years after the date of such transfer.

"(4) TREATMENT OF FORMER UNITED STATES
PERSONS—To the extent provided by the Sec-
retary, for purposes of this subsection, the
term 'United States person' includes any
person who was a United States person at
any time during the existence of the trust."

(e) TECHNICAL AMENDMENT—Subparagraph
(A) of section 679(c) (2) of such Code is amend-
ed to read as follows:

"(A) in the case of a foreign corporation,
such corporation is a controlled foreign cor-
poration (as defined in section 957(a)).".

(f) REGuTIOS.—Section 679 of such Code
is amended by adding at the end the follow-
ing new subsection:

(d) REGULATIONS—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry Out the pur-
poses of this section."

(g) EFFECTIvE DATE—The amendments
made by this section shall apply to transfers
of property after February 6, 1995.
SEC. 10503. FOREIGN PERSONS NOT TO BE

TREATED AS OWNERS UNDER
GRANTOR TRUST RULES.

(a) GErM. RULE.—
(1) Subsection (f) of section 672 of the In-

ternal Revenue Code of 1986 (relating to spe-
cial rule where grantor is foreign person) is
amended to read as follows:

(f) SUBPART NOT TO RESULT IN FOREJGN
OWNERSHIP.—

(1) IN GENERAL—Notwithstanding any
other provision of this subpart, this subpart
shall apply only to the extent such applica-
tion results in an amount being currently
taken into account (directly or through I or
more entities) under this chapter in comput-
ing the income of a citizen or resident of the
United States or a domestic corporation.

"(2) EXCEPTIONS.—
"(A) CERTAIN REVOCABLE ANI) IRREVOCABLE

TRUSTS.—
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(i) IN CENERAL.—Except as provided in

clause (ii). paragraph (1) shall not apply to
any trust if—

(I) the power to revest absolutely in the
grantor title to the trust property is exer-
cisable solely by the grantor without the ap-
proval or consent of any other person or with
the consent of a related or subordinate party
who is subservient to the grantor. or

(II) the only amounts distributable from
such trust (whether income or corpus) during
the lifetime of the grantor are amounts dis-
tributable to the grantor or the spouse of the
grantor.

(ii) EXCEPDON.—Clause (i) shall not appy
to any trust which has a beneficiary who is
a United States person to the extent such
beneficiary has made transfers of property
by gift (directly or indirectly) to a foreign
person who is the grantor of such trust. For
purposes of the preceding sentence, any gilt
shall not be taken into account to the exter.t
such gift is excluded from taxable gifts under
section 2503(b).

(B) COMPENSATORY TRUSTS—Except as
provided in regulations, paragraph (I) shall
not apply to any portion of a trust distribu-
tions from which are taxable as compensa-
tion for services rendered.

(3) SPECIAL RULES—Except as otherwise
provided in regulations prescribed by th
Secretary—

(A) a controlled foreign corporation (a
defined in section 957) shall be treated as
domestic corporation for purposes of para.
graph (I). and

(B) paragraph (I) shall not apply for pur.
poses of applying part III of subchapter C
(relating to foreign personal holding compa.
nies) and part VI of subchapter P (relating to
treatment of certain passive foreign invest-
ment companies).

(4) RECI-IARACTERIZATION O PURPORTED
CIFrS.—In the case of any transfer directly
or indirectly from a partnership or foreign
corporation which the transferee treats as a
gift or bequest, the Secretary may
recharacterize such transfer in such cir-
cumstances as the Secretary determines to
be appropriate to prevent the avoidance of
the purposes of this subsection.

(5) RECULA11ONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection, including regula-
tions providing that paragraph (I) shall not
apply in appropriate cases.

(2) The last sentence of subsection (c) of
section 672 of such Code is amended by in-
serting subsection (f) and before sections
674

(b) CREDIT FOR CERTAIN TAXES—Paragraph
(2) of section 665(d) of such Code is amended
by adding at the end the following new sen-
tence: Under rules or regulations prescribed
by the Secretary. in the case of any foreign
trust of which the settlor or another person
would be treated as owner of any portion of
the trust under subpart E but for section
672(f), the term taxes imposed on the trust
includes the allocable amount of any in-
come. war profits. and excess profits taxes
imposed by any foreign country or posses-
sion of the United States on the settlor or
such other person in respect of trust gross
income.

(c) DISTRIBUTIONS BY CERTAIN FOREICN
TRUSTS THROUCH NOMINEES.—

(I) Section 643 of such Code is amended by
adding at the end the following new sub-
section:

(h) DISTRIBUTIONS BY CERTAIN FOREICN
TRUSTS THROUCH NOMINEES—For purposes of
this part, any amount paid to a United
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States person which is derived .directly or in-
directly from a foreign trust of which the
payor is not the grantor shall be deemed in
the year of payment to have been directly
paid by the foreign trust to such United
States person.'

(2) Section 665 of such Code is amended by
striking subsection (c).

(d) EFFECTIVE DATE.—
(I) IN CENERAL.—Except as provided by

paragraph (2), the amendments made by this
section shall take effect on the date of the
enactment of this Act.

(2) EXCEPTION FOR CERTAIN TRUSTS—The
amendments made by this section shall not
apply to any trust—

(A) which is treated as owned by the grant-
or or another person under section 676 or 677
(other than subsection (a)(3) thereof) of the
Internal Revenue Code of 1986. and

(B) which is in existence on September 19.
1995.
The preceding sentence shall not apply to
the portion of any such trust attributable to
any transfer to such trust after September
19. 1995.

(e) TRANSITIONAL RULE—If—
(I) by reason of the amendments made by

this section. any person other than a United
States person ceases to be treated as the
owner of a portion of a domestic trust, and

(2) before January 1. 1997. such trust be-
comes a foreign trust, or the assets of such
trust are transferred to a foreign trust.
no tax shall be imposed by section 1491 of the
Internal Revenue Code of 1986 by reason of
such trust becoming a foreign trust or the
assets of such trust being transferred to a
foreign trust.
SEC. 10504. INFORMATION REPORTING REGARD-

ING FOREICN CIFTS.
(a) IN GENERAL—Subpart A of part III of

subchapter A of chapter 61 of the Internal
Revenue Code of 1986 is amended by inserting
after section 6039E the following new section:
"SEC. 6039F. NOTICE OF GIFTS RECEIVED FROM

FOREIGN PERSONS.
(a) IN GENE1,..—If the value of the aggre-

gate foreign gifts received by a United States
person (other than an organization described
in section 501(c) and exempt from tax under
section 501(a)) during any taxable year ex-
ceeds $10000, such United States person shall
furnish (at such time and in such manner as
the Secretary shall prescribe) such informa-
tion as the Secretary may prescribe regard-
ing each foreign gift received during such
year.

"(b) FOREICN GIFT—For purposes of this
section. the term 'foreign gift' means any
amount received from a person other than a
United States person which the recipient
treats as a gift or bequest. Such term shall
not include any qualified transfer (within
the meaning of section 2503(e) (2)).

(c) PENALlY FOR FAILURE TO FILE INFOR-

(I) IN CENERAL.—If a United States person
fails to furnish the information required by
subsection (a) with respect to any foreign
gift within the time prescribed therefor (in-
cluding extensions)—

'(A) the tax consequences of the receipt of
such gift shall be determined by the Sec-
retary in the Secretary's sole discretion
from the Secretary's own knowledge or from
such information as the Secretary may ob-
tain through testimony or otherwise, and

"(B) such United States person shall pay
(upon notice and demand by the Secretary
and in the same manner as tax) an amount
equal to 5 percent of the amount of such for'
eign gift for each month for which the fail'
ure continues (not to exceed 25 percent of
such amount in the aggregate).
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(2) REASONABLE CAUSE EXCEPTiON.— Para-

graph (I) shall not apply to any failure to re-
port a foreign gift if the United States per'
son shows that the failure is due to reason-
able cause and not due to willful neglect.

(d) RECULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry Out the pur-
poses of this section."

(b) CLERICAL AMENDMENT—The table of
sections for such subpart is amended by in-
serting after the item relating to section
6039E the following new item:

'Sec. 6039F. Notice of large gifts received
from foreign persons."

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to amounts
received after the date of the enactment of
this Act in taxable years ending after such
date.
SEC. 10505. MODIFICATION OF RULES RELATINC

TO FOREICN TRUSTS WHICH ARE
NOT GRANTOR TRUSTS.

(a) MODIFICATION OF INTEREST CHARCE ON
ACCUMULATiON DISTRIBUTIONS—Subsection
(a) of section 668 of the Internal Revenue
Code of 1986 (relating to interest charge on
accumulation distributions from foreign
trusts) is amended to read as follows:

'(a) GENERAL RULE—For purposes of the
tax determined under section 667(a)—

(I) INTEREST DETERMINED USINC
UNDERPAYMENT RATES—The interest charge
determined under this section with respect
to any distribution is the amount of interest
which would be determined on the partial
tax computed under section 667(b) for the pe-
riod described in paragraph (2) using the
rates and the method under section 6621 ap-
plicable to underpayments of tax.

"(2) PERIOD—For purposes of paragraph
(1), the period described in this paragraph is
the period which begins on the date which is
the applicable number of years before the
date of the distribution and which ends on
the date of the distribution.

(3) APPUCABLE NuMBER OF YEARS—For
purposes of paragraph (2)—

(A) IN CENERAL.—The applicable number
of years with respect to a distribution is the
number determined by dividing—

(i) the sum of the products described in
subparagraph (B) with respect to each undis-
tributed income year. by

(ii) the aggregate undistributed net in-
come.
The quotient determined under the preceding
sentence shall be rounded under procedures
prescribed by the Secretary.

(B) PRODUCT DESCRIBED—For purposes of
subparagraph (A). the product described in
this subparagraph with respect to any undis-
tributed income year is the product of—

(i) the undistributed net income for such
year, and

(ii) the sum of the number of taxable
years between such year and the taxable
year of the distribution (counting in each
case the undistributed income year but not
counting the taxable year of the distribu-
tion).

'(4) UND1STR1BJrED INCOME YEAR—For pur-
poses of this subsection, the term undistrib'
uted income year' means any prior taxable
year of the trust for which there is undistrib-
uted net income, other than a taxable year
during all of which the beneficiary receiving
the distribution was not a citizen or resident
of the United States.

(5) DETERMINATION OF UNI)ISTR]BUTED NET
INCOME—Notwithstanding section 666. for
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purposes of this subsection, an accumulation
distribution from the trust shall be treated
as reducing proportionately the undistrib-
uted net income for prior taxable years.

(6) PERIODS BEFORE i9.—Interest for the
portion of the period described in paragraph
() which occurs before January 1. 1996. shall
be determined—

(A) by using an interest rate of 6 percent,
and

(B) without compounding until January 1.
1996.'

(b) ABUSIVE TRANSACTIONS—Section 643(a)
of such Code is amended by inserting after
paragraph (6) the following new paragraph:

(7) ABUSIVE TRANSACTIONS—The Sec.
retary shall prescribe such regulations as
may be necessary or appropriate to carry Out
the purposes of this part. including regula-
tions to prevent avoidance of such pur-
poses.

(c) TREATMENT OF USE OF TRUST PROP-
ERTY.—

(1) IN CENERAL.—Section 643 of such Code
(relating to definitions applicable to sub-
parts A. B, C. and D) is amended by adding at
the end the following new subsection:

(i) US OF FOREICN TRUST PROPERTY—For
purposes of subparts B. C, and D—

"(1) GENERAL RULE—If a foreign trust
makes a loan of cash or marketable securi-
ties directly or indirectly to—

(A) any grantor or beneficiary of such
trust who is a United States person, or

(B) any United States person not de-
scribed in subparagraph (A) who is related to
such grantor or beneficiary.
the amount of such loan shall be treated as
a distribution by such trust to such grantor
or beneficiary (as the case may be).

() USE OF OTHER PROPERTY—Except as
provided in regulations prescribed by the
Secretary, any direct or indirect use of trust
property (other than cash or marketable se-
curities) by a person referred to in subpara-
graph (A) or (B) of paragraph (I) shall be
treated as a distribution to the grantor or
beneficiary (as the case may be) equal to the
fair market value of the use of such prop-
erty. The Secretary may prescribe regula-
tions treating a loan guarantee by the trust
as a use of trust property equal to the value
of the guarantee.

(3) DEFINITIONS AND SPECIAL RULES—-For
purposes of this subsection—

(A) CASH—The term cash includes for-
eign currencies and cash equivalents.

(B) RELATED PERSON.—
(i) IN CENERAL.—A person is related to an-

other person if the relationship between such
persons would result in a disallowance of
losses under section 67 or 707(b). In applying
section 67 for purposes of the preceding sen-
tence, section a67(c) (4) shall be applied as if
the family of an individual includes the
spouses of the members of the family.

(ii) ALLOCATION OF USE—If any person de-
scribed in paragraph (l)(B) is related to more
than one person, the grantor or beneficiary
to whom the treatment under this sub-
section applies shall be determined under
regulations prescribed by the Secretary.

(C) EXCLUSION OF TAX-EXEMPTS-—The
term United States person' does not include
any entity exempt from tax under this chap-
ter,

CD) TRUST NOT TREATED AS SIMPLE
TRUST—Any trust which is treated under
this subsection as making a distribution
shall be treated as not described in section
651.

(4) SUBSEQJENT TRANSACTIONS RECARDINC
LOAN PRINCIPAL—If any loan is taken into
account under paragraph (I). any subsequent
transaction between the trust and the origi-
nal borrower regarding the principal of the
loan (by way of complete or partial repay-
ment, satisfaction, cancellation, discharge,
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or otherwise) shall be disregarded for pur-
poses of this title."

(2) TECHNICAL AMNDMENT.—Paragraph (8)
of section 7872(f) of such Code is amended by
inserting

643(i)." before 'or 1274" each place it ap-
pears.

(d) EFFECnVE DATES.—
(I) INTEREST CI-IARCE.—The amendment

made by subsection (a) shall apply to dis-
tributions after the date of the enactment of
this Act,

(2) ABUSIVE TRANSACTIONS—The amend-
ment made by subsection (b) shall take ef-
fect on the date of the enactment of this Act,

(3) USE OF TRUST PROPERTY—The amend-
ment made by subsection (c) shall apply to—

(A) loans of cash or marketable securities
after September 19. 1995, and

(B) uses of other trust property after De-
cember 31. 995.
SEC. 10506. RESIDENCE OF ESTATES AND TRUSTS,

ETC.

(a) TREATMENT AS UNrrED STATES PER-
SON.—

(I) IN CENERAL.—Paragraph (30) of section
7701 (a) of the Internal Revenue Code of 1986
is amended by striking subparagraph (D) and
by inserting after subparagraph (C) the fol-
lowing:

(D) any estate or trust if—
(i) a court within the United States is

able to exercise primary supervision over the
administration of the estate or trust, and

"(ii) in the case of a trust, one or more
United States fiduciaries have the authority
to control all substantial decisions of the
trust.''

(2) CONFORMINC AMENDMENT—Paragraph
(31) of section 7701 (a) of such Code is amend-
ed to read as follows:

"(31) FOREICN ESTATE OR TRUST—The term
'foreign estate' or 'foreign trust' means any
estate or trust other than an estate or trust
described in section 7701 (a) (30) CD).'

(3) EFFECTIVE DATh.—The amendments
made by this subsection shall apply—

(A) to taxable years beginning after De-
cember 31. 1996, or

(B) at the election of the trustee of a trust.
to taxable years ending after the date of the
enactment of this Act.
Such an election, once made, shall be irrev-
ocable.

(b) DOMESTIC TRUSTS WHICH BECOME FOR-
EJCN TRUSTS..—

(1) IN CENERAL.—Section 1491 of such Code
(relating to imposition of tax on transfers to
avoid income tax) is amended by adding at
the end the following new flush sentence:
"If a trust which is not a foreign trust be-
comes a foreign trust, such trust shall be
treated for purposes of this section as having
transferred, immediately before becoming a
foreign trust, all of its assets to a foreign
trust."

() PENALTY—Section 1494 of such Code is
amended by adding at the end the following
new subsection:

(c) PENALTY—In the case of any failure to
file a return required by the Secretary with
respect to any transfer described in section
1491, the person required to file such return
shall be liable for the penalties provided in
section 6677 in the same manner as if such
failure were a failure to file a return under
section 6048(a)."

(3) EFFECTIVE DATE—The amendments
made by this subsection shall take effect on
the date of the enactment of this Act.
Subtitle F—Limitation on Section 936 Credit

SEC. 10601. LIMITATION ON SECTION 936 CREDIT.
(a) GENERAL RULE—Paragraph (4) of sec-

tion 936(a) of the Internal Revenue Code of
1986 (relating to Puerto Rico and possession
tax credit) is amended by redesignating sub-
paragraphs (B) and (C) as subparagraphs (C)

S 15965
and (D), respectively. and by striking sub-
paragraph (A) and inserting the following
new subsections:

(A) CREDIT FOR ACTIVE BUSINESS INCOME.—
The amount of the credit determined under
paragraph (l)(A) for any taxable year shall
not exceed 60 percent of the aggregate
amount of the possession corporation's
qualified possession wages for such taxable
year.

"(B) CREDIT FOR INVESTMENT INCOME.—
(i) IN CENERAL.—If—
(I) the QPSII assets of the possession cor-

poration for any taxable year. exceed
"(II) 80 percent of such possession corpora-

tion's qualified tangible business investment
for such taxable year.
the credit determined under paragraph (l)(B)
for such taxable year shall be reduced by the
amount determined under clause (ii).

"(ii) AMOUNT OF REDUCTION—The reduction
determined under this clause for any taxable
year is an amount which bears the same
ratio to the credit determined under para-
graph (l)(B) for such taxable year (deter-
mined without regard to this subparagraph)
as—

"(I) the excess determined under clause (i),
bears to

"(II) the QPSII assets of the possession
corporation for such taxable year."

(b) PHASEDO OF CREDIT—The table con-
tained in clause (ii) of section 936(a)(4)(C) of
such Code, as redesigated by subsection (a),
is amended to read as follows:

"In the case of The
taxable

years begin- percentage is:
ning in:

1994 60
1995 55
1996 40
1997
1998 and thereafter 0."

(c) DEFINTrIONS AND SPECIAL RULES—Sub-
section (i) of section 936 of such Code is
amended to read as follows:

'(i) DEFINITIONS AND SPECIAL RULES RE.
LATINC TO LIMITATIONS OF SUBSECTION
(a)(4).—

"(1) QUALIFIED POSSESSION WACES.—For
purposes of this section—

"(A) IN CENERAL.—The term 'qualified pos-
session wages' means wages paid or incurred
by the possession corporation during the tax-
able year to any employee for services per-
formed in a possession of the United States,
but only if such services are performed while
the principal place of employment of such
employee is within such possession.

(B) LIMITATION ON AMOUNT OF WACES
TAKEN INTO ACCOUNT.—

'(i) IN CENERAL.—The amount of wages
which may be taken into account under sub-
paragraph (A) with respect to any employee
for any taxable year shall not exceed the
contribution and benefit base determined
under section 30 of the Social Security Act
for the calendar year in which such taxable
year begins.

"(ii) TREATMENT OF PART-TIME EMPLOYEES.
ETC—If-—

"(I) any employee is not employed by the
possession corporation on a substantially
full-time basis at all times during the tax-
able year. or

"(II) the principal place of employment of
any employee with the possession corpora-
tion is not within a possession at all times
during the taxable year.
the limitation applicable under clause (I)
with respect to such employee shall be the
appropriate portion (as determined by the
Secretary) of the limitation which would
otherwise be in effect under clause (i)

"(C) TREATMENT OF CRTA1N EMPLOYEES.—
The term 'qualified possession wages' shall
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not include any wages paid to employees who
are assigned by the employer to perform
services for another person. unless the prin-
cipal trade or business of the employer is to
make employees available for temporary pE-
nods to other persons in return for com-
pensation. All possession corporations treat-
ed as 1 corporation under paragraph (4) shall
be treated as I employer for purposes of the
preceding sentence.

(D) WAGES.—
(i) IN GENERAL—Except as provided in

clause (ii). the term wages has the meaning
given to such term by subsection (b) of sec
tion 3306 (determined without regard to any
dollar limitation contained in such section).
For purposes of the preceding sentence, such
subsection (b) shall be applied as if the term
•United States included all possessions of
the United States.

(ii) SPECIAL RULE FOR AGRICULTURAL
LABOR ANT) RAILWAY LABOR—In any case to
which subparagraph (A) or (B) of paragraph
(1) of section 51(h) applies, the term wages
has the meaning given to such term by sec-
tion 51(h)(2).

(2) QPSII ASSETS—For purposes of this
section—

(A) IN GENERAL—The QPSII assets of a
possession corporation for any taxable year
is the average of the amounts of the posses-
sion corporations qualified investment as-
sets as of the close of each quarter of such
taxable year.

(B) QUALIFIED INVESTMENT ASSETS—The
term qualified investment assets means the
aggregate adjusted bases of the assets which
are held by the possession corporation and
the income from which qualifies as qualified
possession source investment income. For
purposes of the preceding sentence, the ad-
justed basis of any asset shall be its adjusted
basis as determined for purposes of comput-
ing earnings and profits.

(3) QUALIFIED TANGIBLE BUSINESS INVEST-
MENT.—For purposes of this section—

'(A) IN GENERAL—The qualified tangible
business investment of any possession cor-
poration for any taxable year is the average
of the amounts of the possession corpora-
tions qualified possession investments as of
the close of each quarter of such taxable
year.

(B) QUALIFIED POSSESSION INVESThIENTS.—
The term qualified possession investments
means the aggregate adjusted bases of tan-
gible property used by the possession cor-
poration in a possession of the United States
in the active conduct of a trade or business
within such possession. For purposes of the
preceding sentence, the adjusted basis of any
property shall be its adjusted basis as deter-
mined for purposes of computing earnings
and profits.

• (4) RELOCATED BUSINESSES.—
(A) IN GENERAL—In determining—
(i) the possession corporations qualified

possession wages for any taxable year. and
'(ii) the possession corporations qualified

tangible business investment for such tax-
able year.
there shall be excluded all wages and all
qualified possession investments which are
allocable to a disqualified relocated business.

(B) DISQUALIFIED RELOCATED BUSINESS.—
For purposes of subparagraph (A). the term
disqualified relocated business means any
trade or business commenced by the posses-
sion corporation after October 12, 1995, or
any addition after such date to an existing
trade or business of such possession corpora-
tion unless—

(i) the possession corporation certifies
that the commencement of such trade or
business or such addition will not result in a
decrease in employment at an existing busi-
ness operation located in the United States,
and
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(ii) there is no reason to believe that such

commencement or addition was done with
the intention of closing down operations of
an existing business located in the United
States.

(5) ELECTION TO COMPUTE CREDIT ON CON-
SOLIDATE1 BASIS.—

(A) IN GENERAL—Any affiliated group
may elect to treat all possession corpora.
tions which would be members of such group
but for section 1504(b) (4) as I corporation for
purposes of this section. The credit deter-
mined under this section with respect to
such 1 corporation shall be allocated among
such possession corporations in such manner
as the Secretary may prescribe.

(B) ELECTION—An election under sub-
paragraph (A) shall apply to the taxable year
for which made and all succeeding taxable
years unless revoked with the consent of the
Secretary.

(6) TREATMENT OF CERTAIN TAXES—Not-
withstanding subsection (c). if—.

(A) the credit determined under sub-
section (a)(I) for any taxable year is limited
under subsection (a) (4). and

(B) the possession corporation has paid or
accrued any taxes of a possession of the
United States for such taxable year which
are treated as not being income, war profits.
or excess profits taxes paid or accrued to a
possession of the United States by reason of
subsection (c). such possession corporation
shall be allowed a deduction for such taxable
year equal to the portion of such taxes which
are allocable (On a pro rata basis) to taxable
income of the possession corporation the tax
on which is not offset by reason of the limi-
tations of subsection (a)(4). ln determining
the credit under subsection (a) and in apply-
ing the preceding sentence, taxable income
shall be determined without regard to the
preceding sentence.

(7) POSSESSION CORPORATION—The term
possession corporation means a domestic
corporation for which the election provided
in subsection (a) is in effect:

(d) MINIMUM TAX TREATMENT—Clause (iii)
of section 56(g) (4) (C) of such Code is amended
by adding at the end thereof the following
subclauses:

'(III) SEPARATE APPLICATION OF FOREIGN
TAX CREDIT LIMTTATIONS.—In determining the
alternative minimum foreign tax credit. sec-
tion 904(d) shall be applied as if dividends
from a corporation eligible for the credit
provided by section 936 were a separate cat-
egory of income referred to in a subpara-
graph of section 904(d) (1).

'(IV) COORDINATION WITH LIMITATION ON 936
CREDiT—Any reference in this clause to a
dividend received from a corporation eligible
for the credit provided by section 936 shall be
treated as a reference to the portion of any
such dividend for which the dividends re-
ceived deduction is disallowed under clause
(i) after the application of clause (ii)(I).'

(e) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.-
Subformat:

TITLE XI—COMMIrrEE ON VETERANS'
AFFAIRS

EEC. 11001. SHORT TITLE; TABLE OF CONTENTS.
(a) SNOr TITLE—This title may be cited

as the 'Veterans Reconciliation Act of 1995".
(b) TABLE OF CONTENTS—The contents of

the title are as follows:
TITLE XI—VETERANS AFFAIRS

Sec. 11001. Short title: table of contents.
Subtitle A—Permanent Extension of

Temporary Authorities
Sec. 11011. Authority to require that certain

veterans agree to make
copayments in exchange for re-
ceiving health-care benefits.

Sec. 11012. Medical care cost recovery au-
thority.
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Sec. 11013. Income verification authority.
Sec. 11014. Limitation on pension for certain

recipients of medicaid-covered
nursing home care.

Sec. 11015. Homeloanfees.
Sec. 11016. Procedures applicable to liquida-

tion sales on defaulted home
loans guaranteed by the De-
partment of Veterans Affairs.

Subtitle B—Other Matters
Sec. 11021. Revised standard for liability for

injuries resulting from Depart-
ment of Veterans Affairs treat-
ment.

Sec. 11022. Enhanced loan asset sale author-
ity.

Sec. 11023. Withholding of payments and
benefits.

Subtitle C—Health Care Eligibility Reform
Sec. 11031. Hospital care and medical serv-

ices.
Sec. 11032. Extension of authority to prior-

ity health care for Persian Gulf
veterans.

Sec. 11033. Prosthetics.
Sec. 11034. Management of health care.
Sec. 11035. Improved efficiency in health

care resource management.
Sec. 11036. Sharing agreements for special.

ized medical resources.
Sec. 11037. Personnel furnishing shared re-

sources.
Subtitle A—Permanent Extension of

Temporary Authorities
SEC. 11011. AUTHORITY TO REQUIRE THAT CER

TAIN VETERANS AGREE TO MAKE
COPAYMENTS IN EXCHANGE FOR RE.
CEIVING HEALTH-CARE BENEFITS.

Section 8013 of the Omnibus Budget Rec-
onciliation Act of 1990 (38 U.S.C. 1710 note) is
amended by striking Out subsection (e).
SEC. 11012. MEDICAL CARE COST RECOVERY AU.

THORITY.

Section 1729(a)(2)(E) of title 38. United
States Code. is amended by striking Out 'be.
fore October 1, 1998..
SEC. 11013. INCOME VERIFICATION AUTHORITY.

Section 5317 of title 38. United States Code,
is amended by striking out subsection (g).
SEC. 11014. LIMITATION ON PENSION FOR CER

TAIN RECIPIENTS OF MEDICAID.
COVERED NURSING HOME CARE.

Section 5503(f) of title 38, United States
Code, is amended by striking out paragraph
(7).
SEC. 11015. HOME LOAN FEES.

Section 3729(a) of title 38. United States
Code, is amended—

(1) in paragraph (4). by striking out 'and
before October 1. 1998; and

(2) in paragraph (5)(C). by striking out
and before October 1. 1998.
SEC. 11016. PROCEDURES APPLICABLE TO LIQ.

UIDATION SALES ON DEFAULTED
HOME LOANS GUARANTEED BY THE
DEPARTMENT OF VETERANS AF.
FAIRS.

Section 3732(c)(I1) of title 38. United States
Code, is amended y striking out paragraph
(11).

Subtitle S—Other Matters
SEC. 11021. REVISED STANDARD FOR LIABILITY

FOR INJURIES RESULTING FROM
DEPARTMENT OF VETERANS AF.
FAIRS TREATMENT.

(a) REVISED STDD.—Section 1151 of
title 38. United States Code, is amended—

(1) by designating the second sentence as
subsection (c):

(2) by striking out the first sentence and
inserting in lieu thereof the following:

(a) Compensation under this chapter and
dependency and indemnity compensation
under chapter 3 of this title shall be award-
ed for a qualifying additional disability of a
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veteran or the qualifying death of a veteran
in the same manner as if such disability or
death were service-connected.

'(b)(l) For purposes of this section. a dis-
ability or death is a qualifying additional
disability or a qualifying death only if the
disability or death—

• (A) was caused by Department health
care and was a proximate result of—

(i) negligence on the part of the Depart-
ment in furnishing the Department health
care: or

(ii) an event not reasonably foreseeable:
or

(B) was incurred as a proximate result of
the provision of training and rehabilitation
services by the Secretary (including by a
service-provider used by the Secretary for
such purpose under section 3115 of this title)
as part of an approved rehabilitation pro-
gram under chapter 31 of this title.

(2) For purposes of this section, the term
Department health care means hospital
care, medical or surgical treatment, or an
examination that is furnished under any law
administered by the Secretary to a veteran
by a Department employee or in a Depart-
ment facility (as defined in section 1701 (3) (A)
of this title).

(3) A disability or death of a veteran
which is the result of the veteran's willful
misconduct is not a qualifying disability or
death for purposes of this section.'; and

(3) by adding at the end the following:
(d) Effective with respect to injuries, ag-

gravations of injuries, and deaths occurring
after September 30, 2002. a disability or death
is a qualifying additional disability or a
qualifying death for purposes of this section
(notwithstanding the provisions of sub-
section (b)(l)) if the disability or death—

(1) was the result of Department health
care: or

(2) was the result of the pursuit of a
course of vocational rehabilitation Lnder
chapter 31 of this title.".

(b) CONFORMING AMEN'DMENTS.—Subsection
(c) of such section, as designated by sub-
section (a)(l), is amended—

(1) by striking Out aggravation," both
places it appears: and

(2) by striking out 'sentence' and insert-
ing in lieu thereof subsection'.

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to any ad-
ministrative or judicial determination of eli-
gibility for benefits under section 1151 of
title 38, United States Code, based on a claim
that is received by the Secretary on or after
October 1, 1995. including any such deter-
minatiori based on an original application or
an application seeking to reopen, revise, re-
consider. or otherwise readjudicate any
claim for benefits under section 1151 of that
title or any predecessor provision of law.
SEC. II0. ENHANCED LOAN ASSET SALE AU-

THORITY.
Section 3720(h) (2) of title 38, United States

Code, is amended by striking out December
31, 1995' and inserting in lieu thereof 'Sep-
tember 30. 1996'.
SEC. II03. WITHHOLDING OF PA1ENTS AND

BENEFITS,
(a) NOTICE REQUIRED IN LIEU OF CONSENr OR

COURT ORDER—Section 3726 of title 38, Unit-
ed States Code, is amended by striking out
"unless" and all that follows and inserting
in lieu thereof the following: "unless the
Secretary provides such veteran or sur'iving
spouse with notice by certified mail with re-
turn receipt requested of the authority of
the Secretary to waive the payment of in-
debtedness under section 5302(b) of this title.
If the Secretary does not waive the entire
amount of the liability, the Secretary shall
then determine whether the veteran or sur-
viving spouse should be released from liabil-
ity under section 3713(b) of this title. If the
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Secretary determines that the veteran or
surviving spouse should not be released from
liability, the Secretary shall notify the vet-
eran or surviving spouse of that determina-
tion and provide a notice of the procedure for
appealing that determination. unless the
Secretary has previously made such deter-
mination and notified the veteran or surviv-
ing spouse of the procedure for appealing the
determination.".

(b) COFORMJNG AENDMENT.—Section
5302(b) of such title is amended by inserting
"with return receipt requested" after 'cer-
tified mail''.

(c) EFFEcTIvE DATE—The amendments
made by this section shall apply with respect
to any indebtedness to the United States
arising pursuant to chapter 37 of title 38,
United States Code, before, on, or after the
date of the enactment of this Act.

Subtitle C—Health Care Eligibility Reform
SEC. 11031. HOSPITAL CARE AND MEDICAL SERV-

ICES.
(a) ELIGIBILrTY FOR CARE—Section 1710(a)

of title 38, United States Code, is amended by
striking out paragraphs (1) and (2) and in-
serting the following:

"(a)(l) The Secretary shall, to the extent
and in the amount provided in advance in ap-
propriations Acts for these purposes. provide
hospital care and medical services. and may
provide nursing home care. which the Sec-
retary determines is needed to any veteran—

(A) with a compensable service-connected
disability;

'(B) whose discharge or release from ac-
tive military, naval. or air service was for a
compensable disability that was incurred or
aggravated in the line of duty:

(C) who is in receipt of, or who. but for a
suspension pursuant to section 1151 of this
title (or both a suspension and the receipt of
retired pay), would be entitled to disability
compensation, but only to the extent that
such veteran's continuing eligibility for such
care is provided for in the judgment or set-
tlement provided for in such section:

'(D) who is a former prisoner of war;
(E) of the Mexican border period or of

World War I:
'(F) who was exposed to a toxic substance,

radiation, or environmental hazard, as pro-
vided in subsection (e): and

(C) who is unable to defray the expenses
of necessary care as determined under sec-
tion 1722(a) of this title.

(2) In the case of a veteran who is not de-
scribed in paragraph (1), the Secretary may,
to the extent resources and facilities are
available and subject to the provisions of
subsection (fl, furnish hospital care, medical
services, and nursing home care which the
Secretary determines is needed,",

(b) CONFORMING AMENDMENTS.—(l) Section
1710(e) of such title is amended—

(A) in paragraph (1), by striking out "hos-
pital care and nursing home care" in sub-
paragraphs (A), (B). and (C) and inserting in
lieu thereof "hospital care. medical services.
and nursing home care";

(B) in paragraph (2). by inserting "and
medical services" after "Hospital and nurs-
ing home care": and

(C) by striking out "subsection (a)(1)(G) of
this section" each place it appears and in-
serting in lieu thereof 'subsection (a)(1)(F)'.

(2) Chapter 17 of such title is amended—
(A) by redesignating subsection (g) of sec-

tion 1710 as subsection (h); and
(B) by transferring subsection (f) of section

1712 of such title to section 1710 so as to ap-
pear after subsection (fl, redesignating such
subsection as subsection (g). and amending
such subsection by striking out "section
1710(a)(2) of this title'' in paragraph (1) and
inserting in lieu thereof "subsection (a)(2) of
this section",

(3) Section l72 of such title is amended—
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(A) by striking out subsections (a) and (i):

and
(B) by redesignating subsections (b), (c),

(d), (h) and (j). as subsections (a). (b), (c), (d),
and (e), respectively.
SEC. II03. EXTENSION OF AUTHORITY TO PRIOR.

ITY HEALTH CARE FOR PERSIAN
GULF VETERANS.

Section 1710(e)(3) of title 38, United States
Code, is amended by striking out "December
31, 1995" and inserting in lieu thereof "De-
cember31. 1998",
SEC. 11033. PROSTHETICS.

(a) ELIGIBILITY FOR PROSTHETICS—Section
1701 (6) (A) (i) of title 38, United States Code, is
amended—

(1) by striking out "(in the case of a person
otherwise receiving care or services under
this chapter)" and (except under the condi-
tions described in section 1712(a) (5) (A) of this
title).'':

(2) by inserting "(in the case of a person
otherwise receiving care or services under
this chapter)" before wheelchairs,"; and

(3) by inserting 'except that the Secretary
may not furnish sensori-neural aids other
than in accordance with guidelines which the
Secretary shall prescribe.' after "reasonable
and necessary.".

(b) REGULATIONS—Not later than 30 days
after the date of the enactment of this Act,
the Secretary of Veterans Affairs shall pre-
scribe the guidelines required by the amend-
ments made by subsection (a) and shall fur-
nish a copy of those guidelines to the Com-
mittees on Veterans' Affairs of the Senate
and House of Representatives.
SEC. 11034. MANAGEMENT OF HEALTH CARE.

(a) IN CENERAI,,.—(1) Chapter 17 of title 38,
United States Code. is amended by inserting
after section 1704 the following new sections:
" 1705. Management of health care: patient

enrollment system
(a) In managing the provision of hospital

care and medical services under section
1710(a)(l) of this title, the Secretary. in ac-
cordance with regulations the Secretary
shall prescribe, shall establish and operate a
system of annual patient enrollment. The
Secretary shall manage the enrollment of
veterans in accordance with the following
priorities, in the order listed:

"(1) Veterans with service-connected dis-
abilities rated 30 percent or greater.

"(2) Veterans who are former prisoners of
war and veterans with service connected dis'
abilities rated 10 percent or 20 percent.

"(3) Veterans who are in receipt of in-
creased pension based on a need of regular
aid and attendance or by reason of being per-
manently housebound and other veterans
who are catastrophically disabled.

(4) Veterans not covered by paragraphs (1)
through (3) who are unable to defray the ex-
penses of necessary care as determined under
section 1722 (a) of this title,

"(5) All other veterans eligible for hospital
care. medical services. and nursing home
care under section 1710(a) (1) of this title,

(b) In the design of an enrollment system
under subsection (a). the Secretary—

"(1) shall ensure that the system will be
managed in a manner to ensure that the pro-
vision of care to enrollees is timely and ac-
ceptable in quality:

"(2) may establish additional priorities
within each priority group specified in sub-
section (a), as the Secretary determines nec-
essary; and

"(3) may provide for exceptions to the
specified priorities where dictated by com-
pelling medical reasons.
" 1706, Management of health care: other re-

quirements
(a) In managing the provision of hospital

care and medical services under section
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1710(a) of this title, the Secretary shall, to
the extent feasible, design. establish arid
manage health care programs in such a mars-
ner as to promote cost-effective delivery of
health care services in the most clinically
appropriate setting.

(b) In managing the provision of hospital
care and medical services under section
1710(a) of this title, the Secretary—.

(I) may contract for hospital care and
medical services when Department facilities
are not capable of furnishing such care and
services economically, and

•.(2) shall make such rules and regulations
regarding acquisition procedures or policies
as the Secretary considers appropriate to
provide such needed care and services.

'(c) In managing the provision of hospital
care and medical services under section
1710(a) of this title, the Secretary shall en-
sure that the Department maintains its ca
pacity to provide for the specialized treat-
ment and rehabilitative needs of disabled
veterans described in section 1710(a) of this
title (including veterans with spinal cord
dysfunction, blindness, amputations. and
mental illness) within distinct programs or
facilities of the Department that are dedi
cated to the specialized needs of those veter-
ans in a manner that (I) affords those veter-
ans reasonable access to care and services for
those specialized needs, and (2) ensures that
overall capacity of the Department to pro-
vide such services is not reduced below the
capacity of the Department, nationwide, to
provide those services, as of the date of the
enactment of this section.

'(d) In managing the provision of hospital
care and medical services under section
1710(a) of this title, the Secretary shall en-
sure that any veteran with a service-con-
nected disability is provided all benefits
under this chapter for which that veteran
was eligible before the date of the enactment
of this section.".

(2) The table of sections at the beginning of
chapter 17 of such title is amended by insert-
ing after the item relating to section 1704 the
following new items:

"1705. Management of health care: patient
enrollment system.

"1706. Management of health care: other
requirements..

(b) CONFORMING AMENDMENTS TO SECTION
1703,—(l) Section 1703 of such title is amend-
ed—

(A) by striking out subsections (a) and (b);
and

(B) in subsection (c) by—
(i) striking Out "(c)'. and
(ii) striking out "this section. sections"

and inserting in lieu thereof 'sections 1710,",
(2)(A) The heading of such section is

amended to read as follows:
1703, Annual report on furnishing of care
and services by contract".
(B) The item relating to such section in

the table of sections at the beginning of
chapter 17 of such title is amended to read as
follows:

1703. Annual report on furnishing of care
and services by contract.",

SEC. 11035 IMPROVED EFFICIENCY IN HEALTH
CARE RESOURCE MANAGEMENT.

(a) REPEAl.. OF SUNSET PROVISIOr'J.—Section
204 of the Veterans Health Care Act of 1992
(Public Law 102-585; 106 Stat, 4950) is re-
pealed,

(b) COST RECOVERY—Title II of such Act is
further amended by adding at the end the
following new section:
'SEC. 207. AUThORITY TO BILL HEALTH-PLAN

CONTRACTS.
'(a) RIGHT TO RECOVER—In the case of a

primary beneficiary (as described in section
201(2)(B)) who has coverage under a health-
plan contract, as defined in section
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1729(i)(l)(A) of title 38, United States Code,
and who is furnished care or services by a
Department medical facility pursuant to this
title, the United States shall have the right
to recover or collect charges for such care or
services from such health-plan contract to
the extent that the beneficiary (or the pro-
vider of the care or services) would be eligi-
ble to receive payment for such care or serv-
ices from such health-plan contract if the
care or services had not been furnished by a
department or agency of the United States.
Any funds received from such health-plan
contract shall be credited to funds that have
been allotted to the facility that furnished
the care or services.

'(b) ENFORCEMENT—The right of the Unit-
ed States to recover under such a bene-
ficiarys health-plan contract shall be en-
forceable in the same manner as that pro-
vided by subsections (a)(3), (b). (c)(l). (d). U).
(h), and (i) of section 1729 of title 38. United
States Code.".
SEC. 11036. SHARING AGREEMENTS FOR SPECIAL-

IZED MEDICAL RESOURCES.
(a) REPEAL OF SECTION 8151.—(l) Sub-

chapter IV of chapter 8! of title 38, United
States Code, is amended—

(A) by striking out section 8151; and
(B) by redesignating sections 8152, 8153.

8154, 8155, 8156, 8157. and 8158 as sections 815!,
8152, 8153. 8154, 8155, 8156, and 8157, respec-
tively.

(2) The table of sections at the beginning of
chapter 81 is amended—

(A) by striking Out the item relating to
section 8151; and

(B) by revising the items relating to sec-
tions 8152. 8153. 8154. 8155. 8156. 8157. and 8158
to reflect the redesignations by paragraph
(1) (B),

(b) REVISED AuThORrr' FOR SHARING
AGREEMENTS—Section 8152 of such title, as
redesignated by subsection (a)(l)(B). is
amended—

(1) in subsection (a)(l)(A)—
(A) by striking out 'specialized medical re-

sources' and inserting in lieu thereof
'health-care resources': and
(B) by striking out 'other' and all that

follows through 'medical schools" and in-
serting in lieu thereof 'any medical school.
health-care provider, health-care plan. in-
surer. or other entity or individual';

(2) in subsection (a) (2) by striking out
only and all that follows through "are

not and inserting in lieu thereof if such re-
sources are not, or would not be.':

(3) in subsection (b). by striking out 're-
ciprocal reimbursement in the first sen-
tence and all that follows through the period
at the end of that sentence and inserting in
lieu thereof ' payment to the Department in
accordance with procedures that provide ap-
propriate flexibility to negotiate payment
which is in the best interest of the Govern-
ment. ':

(4) in subsection (d). by striking out pre-
clude such payment. in accordance with—
and all that follows through 'to such facility
therefor' and inserting in lieu thereof 'pre-
clude such payment to such facility for such
care or services'

(5) by redesignating subsection (e) as sub-
section (f); and

(6) by inserting after subsection (d) the fol-
lowing new subsection (e);

(e) The Secretary may make an arrange-
ment that authorizes the furnishing of serv-
ices by the Secretary under this section to
individuals who are not veterans only if the
Secretary determines—

"(1) that such an arrangement will not re-
sult in the denial of. or a delay in providing
access to. care to any veteran at that facil-
ty; and

(2) that such an arrangement—
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(A) is necessary to maintain an accept-

able level and quality of service to veterans
at that facility: or

(B) will result in the improvement of
services to eligible veterans at that facil-
ity.

(c) CROSS-REFERENCE AMENDMENTS.—( 1)
Section 8110(c) (3) (A) of such title is amended
by striking out '8153" and inserting in lieu
thereof ''8152'.

(2) Subsection (b) of section 8154 of such
title (as redesignated by subsection (a)(l)(B))
is amended by striking out "section 8154"
and inserting in lieu thereof section 8153.

(3) Section 8156 of such title (as redesig-
nated by subsection (a)(l)(B)) is amended—

(A) in subsection (a). by striking out sec-
tion 8153(a)' and inserting in lieu thereof
'section 8152(a)"; and

(B) in subsection (b)(3). by striking out
section 8153' and inserting in lieu thereof

''section 8152'.
(4) Subsection (a) of section 8157 of such

title (as redesignated by subsection (a)(l)(B))
is amended—

(A) in the matter preceding paragraph (1),
by striking out section 8157 and section
8153(a) and inserting in lieu thereof sec-
tion 8156 and section 8152(a). respec-
tively; and

(B) in paragraph (1). by striking out sec-
tion 8157(b)(4) and inserting in lieu thereof
'section 8156(b) (4).

SEC. 11037. PERSONNEL FURNISHING SHARED
RESOURCES.

Section 712(b)(2) of title 38, United States
Code. is amended—

(1) by striking out 'the sum of— and in-
serting in lieu thereof the sum of the fol-
lowing:':

(2) by capitalizing the first letter of the
first word of each of subparagraphs (A) and
(B);

(3) by striking out : and' at the end of
subparagraph (A) and inserting in lieu there-
of a period: and

(4) by adding at the end the following:
(C) The number of such positions in the

Department during that fiscal year held by
persons involved in providing health-care re-
sources under section 8111 or 8152 of this
title.'.

TITLE XII—LEGISLATIVE BRANCH
SEC. 12101. REQUIREMENT THAT EXCESS FUNDS

PROVIDED FOR OFFICIAL ALLOW-
ANCES OF MEMBERS OF THE HOUSE
OF REPRESENTATIVES BE DEDI-
CATED TO DEFICIT REDUCTION.

Of the funds made available in any appro-
priation Act for fiscal year 1996 or any suc-
ceeding fiscal year for the official expenses
allowance, the clerk hire allowance, or the
official mail allowance of a Member of the
House of Representatives, any amount that
remains unobligated at the end of such fiscal
year shall be transferred to the Deficit Re-
duction Fund established by Executive Order
12858 (58 Fed, Reg. 42185). Any amount so
transferred shall be in addition to the
amounts specified in section 2(b) of such
order, but shall be subject to the require-
ments and limitations set forth in sections
2(c) and 3 of such order.

Title XIII
TITLE XIll—MISCELLANEOUS PROVISIONS
SEC. 13101. ELIMINATION OF DISPARITY BE-

TWEEN EFFECTIVE DATES FOR MILI-
TARY AND CIVILIAN RETIREE COST-
OF-LIVING ADJUSTMENTS FOR FIS-
CAL YEARS 1996, 1997, AND 1998.

(a) CONFOtCE WITh SCHEDULE FOR CIVIL
SERVICE COLAS—Subparagraph (B) of sec-
tion 1401a(b)(2) of title 10. United States
Code. is amended—

(1) by striking Out 'THROUGH 1998' the first
place it appears and all that follows through
In the case of' the second place it appears
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and inserting in lieu thereof THROUGH 1996.—

In the case or:
(2) by striking of 1994. 1995. 1996. or 1997

and inserting in lieu thereof of 1993. 1994. or
1995': and

(3) by striking Out September and in-
serting in lieu thereof March.

(b) REPEAL OF PRIOR CONDITIONAL ENACT-
MENT.—Section 8114A(b) of Public Law 103-
335 (108 Stat. 2648) is repealed.
SEC. 13102. DISPOSAL OF CERTAIN MATERIALS IN

NATIONAL DEFENSE STOCKPILE
FOR DEFICIT REDUCTION.

(a) DISPOSALS REQUIRED.—(1) During fiscal
year 1996, the President shall dispose of all
cobalt contained in the National Defense
Stockpile that, as the date of the enactment
of this Act, is authorized for disposal under
any law (other than this Act).

(2) In addition to the disposal of cobalt
under paragraph (I). the President shall dis-
pose of additional quantities of cobalt and
quantities of aluminum, ferro columbium.
germanium. palladium. platinum, and rubber
contained in the National Defense Stockpile
so as to result in receipts to the United
States in amounts equal to—

(A) $21,000,000 during the fiscal year ending
September 30. 1996:

(B) $338,000,000 during the five-fiscal year
period ending on September 30. 2000; and

(C) $649,000,000 during the seven-fiscal year
period ending on September 30. 2002.

(3) The President is not required to include
the disposal of the materials identified in
paragraph'(2) in an annual materials plan for
the National Defense Stockpile. Disposals
made under this section may be made with-
out consideration of the requirements of an
annual materials plan.

(b) LIMITATION ON DISPOSAL QU.wrrry.—
The total quantities of materials authorized
for disposal by the President under sub-
section (a)(2) may not exceed the amounts
set forth in the following table:

disposal
for Quantity

Aluminum 62.881 short tons
Cobalt 42.482.323 pounds

contained
Ferro Columbium 930.911 pounds con-

tained
Germanium
Palladium

68.207 kilograms
1.264.601 trOy

Ounces
452.641 troy ounces
125,138 long tons

Platinum
Rubber

(c) DEPOSIT OF RECEIPTS—Notwithstanding
section 9 of the Strategic and Critical Mate-
rials Stock Piling Act (50 U.S.C. 98h). funds
received as a result of the disposal of mate-
rials under subsection (a)(2) shall be depos-
ited into the general fund of the Treasury for
the purpose of deficit reduction.

(d) RELATIONSHIP TO OTHER DISPOSAL AU-
ThORITY.—The disposal authority provided in
subsection (a)(2) is new disposal authority
and is in addition to. and shall not affect.
any other disposal authority provided by law
regarding the materials specified in such
subsection.

(e) TERMINATION OF DISPOSAL AUTHORITY.—
The President may not use the disposal au-
thority provided in subsection (a) (2) after the
date on which the total amount of receipts
specified in subparagraph (C) of such sub-
section is achieved.

(f) DEFINITION—The term National De-
fense Stockpile" means the National Defense
Stockpile provided for in section 4 of the
Strategic and Critical Materials Stock Pil-
ing Act (50 U.S.C. 98c).
SEC. 13103. REQUIREMENT THAT CERTAIN AGEN-

CIES PREFUND GOVERNMENT
HEALTH BENEFITS CONTRIBUTIONS
FOR THEIR ANNUITANTS.

(a) DEFINITIONS—For the purpose of this
section—

(I) the term agency" means any agency
or other instrumentality within the execu-
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tive branch of the Government. the receipts
and disbursements of which are not gen-
erally included in the totals of the budget of
the United States Government submitted by
the President:

(2) the term "health benefits plan' means,
with respect to an agency. a health benefits
plan, established by or under Federal law, in
which employees or annuitants of such agen-
cy may participate;

(3) the term 'health-benefits coverage"
means coverage under a health benefits plan:

(4) an individual shall be considered to be
an "annuitant of an agency" if such individ-
ual is entitled to an annuity, under a retire-
ment system established by or under Federal
law, by virtue of—

(A) such individual's service with, and sep-
aration from, such agency: or

(B) being the survivor of an annuitant
under subparagraph (A) or of an individual
who died while employed by such agency:
and

(5) the term "Office" means the Office of
Personnel Management.

(b) PREFUNDINC REQUIREMENT.—
(I) IN GENERAL—Effective as of October 1,

1996, each agency shall be required to prepay
the Government contributions which are or
will be required in connection with providing
health-benefits coverage for annuitants of
such agency.

(2) REGULATIONS—The Office shall pre-
scribe such regulations as may be necessary
to carry out this section. The regulations
shall be designed to ensure at least the fol-
lowing:

(A) Amounts paid by each agency shall be
sufficient to cover the amounts which would
otherwise be payable by such agency (on a
'pay-as-you-go" basis), on or after the appli-
cable effective date under paragraph (I). on
behalf of—

(i) individuals who are annuitants of the
agency as of such effective date; and

(ii) individuals who are employed by the
agency as of such effective date, or who be-
come employed by the agency after such ef-
fective date, after such individuals have be-
come annuitants of the agency (including
their survivors).

(B)(i) For purposes of determining any
amounts payable by an agency—

(I) this section shall be treated as if it had
taken effect at the beginning of the 20-year
period which ends on the effective date appli-
cable under paragraph (I) with respect to
such agency; and

(II) in addition to any amounts payable
under subparagraph (A). each agency shall
also be responsible for paying any amounts
for which it would have been responsible.
with respect to the 20-year period described
in subclause (I). in connection with any indi-
viduals who are annuitants or employees of
the agency as of the applicable effective date
under paragraph (1).

(ii) Any amounts payable under this sub-
paragraph for periods preceding the applica-
ble effective date under paragraph (I) shall
be payable in equal installments over the 20-
year period beginning on such effective date.

(c) FASB STANDARDS—Regulations under
subsection (b) shall be in conformance with
the provisions of standard 106 of the Finan-
cial Accounting Standards Board, issued in
December 1990.

(d) CLARIFICATION.—Nothing in this section
shall be considered to permit or require du-
plicative payments on behalf of any individ-
uals.

(e) DRAFT LEGISLATION—The Office shall
prepare and submit to Congress any draft
legislation which may be necessary in order
to carry out this section.
SEC. 13104. APPLICATION OF 0MB CIRCULAR A-

129.
The provisions of Office of Management

and Budget Circular No. A-129. relating to
policies for Federal credit programs and non-
tax receivables, as in effect on the date of en-
actment of this Act, shall apply as provided
in that circular.
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SEC. 13105. 7-YEAR EXTENSION OF HAZARDOUS

SUBSTANCE SUPERFUND EXCISE
TAXES.

(a) EXTENSION OF HAZARDOUS SUBSTANCE
SUPERFUND FINANCINC RATE—Subsection (e)
of section 4611 of the Internal Revenue Code
of 1986 is amended to read as follows:

"(e) APPLICATION OF HAZARDOUS SUBSTANCE
SUPERFUND FINANCINC RATE—The Hazardous
Substance Superfund financing rate under
this section shall apply after December 31.
1986. and before January 1. 2003."

(2) APPLICATION OF TAX—Subsection (e) of
section 59A (relating to application of envi-
ronmental tax) is amended to read as fol-
lows:

"(e) APPLICATIOrJ OF TAX—The tax imposed
by this section shall apply to taxable years
beginning after December 31, 1986. and before
January I. 2003."

(b) EXTENSION OF REPAYMENT DEADLINE
FOR SUPERFUND BORRONC.—Subparagraph
(B) of section 9507(d)(3) of such Code is
amended by striking "December 31. 1995" and
inserting "December 31. 2002".

(c) EFFECTIVE DATE—The amendments
made by this section shall take effect on
January 1. 1996.

TITLE XIV—COMMITTEE ON
GOVERNMENTAL AFFAIRS

SEC. 8001. EXTENSION OF DELAY IN COST-OF-LIV-
ING ADJUSTMENTS IN FEDERAL EM-
PLOYEE RETIREMENT BENEFITS
THROUGH FISCAL YEAR 2002.

Section 11001(a) of the Omnibus Budget
Reconciliation Act of 1993 (Public Law 103—
66: 107 Stat. 408) is amended in the matter
preceding paragraph (I) by striking Out "or
1996." and inserting in lieu thereof "1996.
1997. 1998. 1999, 2000, 2001. or 2002,''.
SEC. 8002. INCREASED CONTRIBUTIONS TO FED-

ERAL CIVILIAN RETIREMENT SYS-
TEMS.

(a) CIVIL SERVICE RETIRENT SYSTEM.—
(I) DEDUCTIONS—The first sentence of sec-

tion 8334(a)(l) of title 5, United States Code.
is amended to read as follows: "The employ-
ing agency shall deduct and withhold from
the basic pay of an employee, Member. Con-
gressional employee, law enforcement offi-
cer. firefighter. bankruptcy judge. judge of
the United States Court of Appeals for the
Armed Forces. United States magistrate, or
Claims Court judge, as the case may be. the
percentage of basic pay applicable under sub-
section (c).'.

(2) ACENCY CONTRIBUTIONS.—
(A) INCREASE IN ACENCY CONTRIBUTIONS

DURINC CPJENDAR YEARS 1996 THROUGH 2002.—
Section 8334(a)(l) of title 5. United States
Code (as amended by this section) is further
amended—

(i) by inserting "(A)" after "(I)": and
(ii) by adding at the end thereof the follow-

ing new subparagraph:
'(B)(i) Notwithstanding subparagraph (A),

the agency contribution under the second
sentence of such subparagraph, during the
period beginning on January 1. 1996. through
December31, 2002—

"(I) for each employing agency (other than
the United States Postal Service) shall be 8.5
percent of the basic pay of an employee. Con-
gressional employee, and a Member of Con-
gress. 9 percent of the basic pay of a law en-
forcement officer and a firefighter. and 9.5
percent of the basic pay of a Claims Court
judge. a United States magistrate. ajudge of
the United States Court of Appeals for the
Armed Services, and a bankruptcy judge. as
the case may be; and

'(II) for the United States Postal Service
shall be 7 percent of the basic pay of an em-
ployee and 9 percent of the basic pay of a law
enforcement officer,".

(B) NO REDUCTION IN AGENCY CONTRIBUTIONS
BY THE POSTAL SERVICE—Agency contribu-
tions by the United States Postal Service
under section 8348(h) of title 5. United States
Code—

(i) shall not be reduced as a result of the
amendments made under paragraph (3) of
this subsection; and

Authorized Stockpile Disposals
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(ii) shall be computed as though such 8.4

amendments had not been enacted.
(3) INDIVIDUAL DEDUCflONS. WITHHOLDINGS. 8.5

AND DEPOSTS.—The table under section
8

8334(c) of title 5. United States Code.
amended—

(A) in the matter relating to an employee
by striking Out
-.7 After December 3t. 1969.'

and inserting in lieu thereof the following:
1 January 1. 1970. to December 31.

1995.
7.25 January 1. 1996. to December 3t.

1996.
7.4 January 1. 1997. to December 31.

1997.
7.5 January 1, 998. to December 31.

2002.
7 After December 31. 2002.':

(B) in the matter relating to a Member or
employee for Congressional employee service
by striking out
'7½ After December 31, 1969.'

and inserting in lieu thereof the following:
7,5 January 1. 1970. to December 31.

1995.
7.25 January 1, 1996, o December 31.

1996.
7.4 January 1, 1997, o December 31.

1997.
7.5 January 1. 1998, to December 31,

2002.
7 After December 31. 2002.":

(C) in the matter relating to a Member for
Member service by striking out

8 After December 31. 1969."

and inserting in lieu thereof the following:
'8 January 1. 1970. to December 3t.

1995.
7.25 January I. 1996. to December 31.

1996,
7,4 January 1. 1997. to December 31.

'997.
7.5 January 1. 1998. to December 31.

2002.
7 After December 31, 2002,':

(D) in the matter relating to a law enforce-
ment officer for law enforcement service and
firefighter for firefighter service by striking
out
''7½ After December 31, 1974.

and inserting in lieu thereof the following:
•75 January 1. 1915. to December 31,

1995.
7,75 January 1. 1996. to December 31,

1996.
7.9 January 1. 1997. to December 31.

1997.
8 January I. 1998. to December 31,

2002.
7.5 After December 31. 2002.':

(E) in the matter relating to a bankruptcy
judge by striking out
8 After December 31. 983.'

and inserting in lieu thereof the following:
'8 January 1. 1984, to December 3L

995.
8,25 January 1, 1996. to December 31.

996.

January 1. 1997. to December 31.
1997.

January 1. 1998. to December 31,
2002.

After December 31. 2002.";

(F) in the matter relating to ajudge of the
United States Court of Appeals for the
Armed Forces for service as a judge of that
court by striking Out

8 On and after the date of the en-
actment of the Department of
Defense Authorization Act.
1984.'

and inserting in lieu thereof the following:
8 The date of the enactment of

the Department of Defense
Authorization Act. 1984. to
December 31. 1995,

8.25 January 1. 1996. to December 31.
1996.

8.4 January 1. 1997. to December 31.
1997,

8.5 January 1. 1998. to December 31.
2002.

8 After December 31. 2002,:

(C) in the matter relating to a United
States magistrate by striking Out

8 After September 30, 1987."

and inserting in lieu thereof the following:
8 October 1. 1987. to December 31,

1995.
825 January 1. 1996. to December 31.

1996.
8.4 January 1. 1997. to December 31,

1997.
8.5 January 1. 1998. to December 31.

2002.
8 After December 31. 2002.':

and
(H) in the matter relating to a Claims

Court judge by striking out
8 After September 30, 1988."

and inserting in lieu thereof the following:
8 October 1, 1988, to December 31,

1995.
8.25 January 1. 1996, to December 31,

1996.
8.4 January 1. 1997. to December 31.

1997.
8,5 January 1, 1998, to December 31,

2002,
S After December 31. 2002,,

(4) OTHER SERVICE.—
(A) ML1TAIY SERVICE—Section 8334(j) of

title 5, United States Code, is amended—
(i) in paragraph (l)(A) by inserting 'and

subject to paragraph (5).'' after 'Except as
provided in subparagraph (B).": and

(ii) by adding at the end thereof the follow-
ing new paragraph:

"(5) Effective with respect to any period of
military service after December 31. 1995. the
percentage of basic pay under section 204 of
title 37 payable under paragraph (1) shall be
iqual to the same percentage as would be ap-
plicable under section 8334(c) for that same
period for service as an employee, subject to
paragraph (l)(B).".

(B) VOLUNTEER SERVICE—Section 8334(1) of
title 5, United States Code, is amended—

(1) in paragraph (I) by adding at the end
thereof the following: 'This paragraph shall
be subject to paragraph (4)."; and

(ii) by adding at the end thereof the follow-
ing new paragraph:
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'(4) Effective with respect to any period of

service after December 31, 1995, the percent-
age of the readjustment allowance or stipend
(as the case may be) payable under para-
graph (1) shall be equal to the same percent-
age as would be applicable under section
8334(c) for that same period for service as an
employee.'.

(b) FEDERAL EMPLOYEES RETIREMENT SYS-
TEM.—

(1) INDIVIDUAL DEDUCTIONS AND
WITHHOLDINGS.—

(A) IN CENJERAL.—Section 8422(a) of title 5.
United States Code, is amended by striking
out paragraph (2) and inlserting in lieu there-
of the following:

(2) The percentage to be deducted and
withheld from basic pay for any pay period
shall be equal to—.

(A) the applicable percentage under para-
graph (3). minus

(B) the percentage then in effect under
section 3101(a) of the Internal Revenue Code
of 1986 (relating to rate of tax for old-age.
survivors, and disability insurance).

(3) The applicable percentage under this
paragraph, for civilian service shall be as fol-
lows:

1,75 January 1,1995, to Decemb 31.
199&

1.9 January 1. 191, to Decemb 31,
199

1, 1998, to Decr'iber 31,
2002.

1.5 After Oec2mber 31, 2002.

(B) MILITARY SERVICE—Section 8422(e) of
title 5, United States Code, is amended—

(i) in paragraph (l)(A) by inserting 'and
subject to paragraph (6)." after "Except as
provded in subparagraph (B),": and

(ii) by adding at the end thereof the follow-
ing:

"(6) The percentage of basic pay under sec-
tion 204 of title 37 payable under paragraph
(1), with respect to any period of military
service performed during—

"(A) January 1. 1996, through December 31.
1996, shall be 3.25 percent:

'(B) January I. 1997, through December 31.
1997. shall be 3.4 percent: and

'(C) January 1. 1998. through December 31.
2002. shall be 3.5 percent.".

(C) VOLUNTEER SERVICE—Section 8422(f) of
title 5, United States Code, is amended—

Ci) in paragraph (1) by adding at the end
thereof the following: "This paragraph shall
be subject to paragraph (4).": and

(ii) by adding at the end the following:
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pay

Empoee 1 Berore January 1, 19%.
1.25 Januai 1, 1996. to December 31,

19%.
1.4 anua 1, 1991, to Dec2mb 31,

1991.

7.5 Januai 1, 1998. to Decemb 31.
200

1 Alter Dcemb 31, 2002.
Congressional empyee 1.5 2efe January 1. 19%.

1.25 January 1, 1996. to Decemb 31,
199k

1.4 January 1, 1991, to Decemb 31,
1997.

1.5 January 1,1998(0 Decemb 31,
2002.

1 After ()ecenb 31, 2002,
Member 1.5 Befe January 1, 19%.

1.25 January 1. 1996. Ia December 31.
1996.

1.4 January 1. 1991. to Dcemb 31.
199.

1.5 January 1, 1998 Ia December 31.
2002.

1 After December 31. 2OO
law enforcement of Ii- 1.5 Before !anuaI 1, 19%.

cur, FireFighter, or air
tra1fc controller.
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• (4) The percentage of the readjustment al-

lowance or Stipend (as the case may be) pay-
able under paragraph (1). with respect to any
period of volunteer service performed clur-
ing—

(A) January 1. 1996. through December 31.
1996. shall be 3.25 percent;

(B) January 1. 1997. through December 31.
1997, shall be 3.4 percent: and

(C) January 1. 1998. through December 31.
2002, shall be 3.5 percent..

(2) No REDUCTION IN AGENCY CONTRIBU-
TIONS—Agency contributions under section
8423 (a) and (b) of title 5, United States Code.
shall not be reduced as a result of the
amendments made under paragraph (1) of
this subsection.

(c) EFFECTIVE DATE—The amendments
made by this section shall take effect on the
first day of the first applicable pay period be-
ginning on or after January 1. 1996.
SEC. 8003. FEDERAL RETIREMENT PROVISiONS

RELATTNG TO MEMBERS OF CON.
GRESS AND CONGRESSIONAL EM.
PLOYEES.

(a) RELATING TO THE YEARS OF SERvIcE AS
A MEMBER OF CONGRESS AND CONGRESSIONAL
EMPLOYEES FOR PURPOSES OF COMPUTING AN
ANNU1T'.—

(I) CSRS.—Section 8339 of title 5. United
States Code, is amended—

(A) in subsection (a) by inserting or Mem-
ber after employee'; and

(B) by striking Out Subsections (b) and (c).
(2) FERS.—Section 8415 of title 5. United

States Code, is amended—
(A) by striking Out subsections (b) and (c):
(B) in subsections (a) and (g) by inserting

"or Member" after employee" each place it
appears; and

(C) in subsection (g)(2) by striking out
Congressional employee".
(b) ADIIMSTRATWE REGULATIONS--The

Secretary of the Senate and the Clerk of the
House of Representatives, in consultation
with the Office of Personnel Management,
may prescribe regulations to carry out the
provisions of this section and the amend-
ments made by this section for applicable
employees and Members of Congress.

(c) EFFECTIVE DATES.—
(1) YEARs OF SERVICE; ANNUITY COMPLJrA-

TION.—(A) The amendments made by sub-
section (a) shall take effect on the date of
the enactment of this Act and shall apply
only with respect to the computation of an
annuity relating to—

(i) the Service of a Member of Congress as
a Member or as a Congressional employee
performed on or after January I, 1996; and

(ii) the service of a Congressional employee
as a Congressional employee performed on or
after January I, 1996.

(B) An annuity shall be computed as
though the amendments made under sub-
section (a) had not been enacted with respect
to—

(i) the service of a Member of Congress as
a Member or a Congressional employee or
military service performed before January 1,
1996: and

(ii) the service of a Congressional employee
as a Congressional employee or military
service performed before January 1, 1996.

(2) REGULATIONS—The provisions of sub-
section (b) shall take effect on the date of
the enactment of this Act.

NOTICE OF HEARING
SPECIAL COMMTrTEE ON AGING

Mr. COHEN. Mr. President. I wish to
announce that the Special Committee
on Aging will hold a hearing on Thurs-
day, November 2, 1995, at 10:00 am., in
room 562 of the Dirksen Senate Office
Building. The hearing will disCuss Med-
iCare and Medicaid fraud.

CONGRESSIONAL RECORD — SENATE
AUTHORITY FOR COMMITTEES TO

MEET
COMMJTItE ON BANKING. I-lOUSING. AND URBAN

AFFAIRS
Mr. ABRAHAM. Mr. President, I ask

unanimous consent that the Commit-
tee on Banking. Housing. and Urban
Affairs be authorized to meet during
the session of the Senate on Thursday,
October 26. 1995 to conduct a mark-up
of 5. 1260. the Public Housing Reform
and Empowerment Act of 1995. In addi-
tion. the committee will conduct a
mark-up of pending nominations.

The PRESIDING OFFICER. Without
objection. it is so ordered.

COMMITItE ON INDIAN AFFAIRS

Mr. ABRAHAM. Mr. President, I ask
unanimous consent that the Commit-
tee on Indian Affairs be authorized to
meet on Thursday. October 26. 1995 at
9:30 am., in room 485 of the Russell
Senate Building to conduct a hearing
on 5. 1327. the Saddleback Mountain-
Arizona Settlement Act of 1995. a bill
to transfer certain lands to the Salt
River Pima-Maricopa Indian Commu-
nity and the City of Scottsdale. AZ.

The PRESIDING OFFICER. Without
objection. it is so ordered.

cOMN4fl1tE ON iNDIAN AFFAIRS

Mr. ABRAHAM. Mr. President. I ask
unanimous consent that the Commit-
tee on Indian Affairs be authorized to
meet on Thursday. October 26, 1995 at
9:30 am., in room 485 of the Russell
Senate Building to conduct a hearing
on 5. 1341. the Saddleback Mountain-
Arizona Settlement Act of 1995. a bill
to transfer certain lands to the Salt
River Pima-Maricopa Indian Commu-
nity and the City of Scottsdale. AZ.

The PRESIDING OFFICER. Without
objection. it is so ordered.

COMMTI1tE ON THE JUDICIARY

Mr. ABRAHAM. Mr. President. I ask
unanimous consent that the Commit-
tee on the Judiciary be authorized to
hold a business meeting during the ses-
sion of the Senate on Thursday. Octo-
ber 26, 1995.

The PRESIDING OFFICER. Without
objection, it is so ordered.

SPECIAL COMMJTrEE ON AGING

Mr. ABRAHAM. Mr. President. I ask
unanimous consent that the Special
Committee on Aging be authorized to
meet during the session of the Senate
on Thursday, October 26. at 9:30 am. to
hold a hearing to discuss quality of
care in nursing homes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

SUBCOMN4fl1tE ON FORESTS AND PUBLIC LAND
MANAGEMEt'TF

Mr. ABRAHAM. Mr. President. I ask
unanimous consent that the Sub-
committee on Forests and Public Land
Management of the Committee on En-
ergy and Natural Resources be granted
permission to meet during the session
of the Senate on Thursday. October 26.
1995, for purposes of conducting a sub-
committee hearing which is scheduled
to begin at 9 am. The purpose of this
hearing is to receive testimony from
academicians and State and local offi-
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cials on alternatives to Federal forest
land management. Testimony will also
be sought comparing land management
cost and benefits on Federal and State
lands.

The PRESIDING OFFICER. Without
objection. it is so ordered.

ADDITIONAL STATEMENTS

COMMERCE. JUSTICE. STATE
APPROPRIATIONS

• Mr. ABRAHAM. Mr. President. I

would like to take this time to explain
my votes on various amendments to
the Commerce. Justice. State appro-
priations bill which passed on Septem-
ber 29.

The Specter amendment sought to
strike the language from this bill that
prohibited the use of Federal funds for
abortions for women in Federal prison
except where the life of the mother
would be in danger if the fetus were
carried to term or in the case of rape.

The House and the Senate have re-
peatedly upheld the position that when
taxpayer funds are used for abortions.
the abortions should be restricted to
those pregnancies which are the result
of rape or incest or which pose a risk to
the life of the mother. I do not think
these restrictions should be expanded
for women in prison and, therefore. I
voted to table the Specter amendment.

Senator KERREY offered an amend-
ment to provide $19.8 million for the
National Telecommunications and In-
formation Administration's informa-
tion infrastructure grants by cutting a
like amount from the Justice Depart-
ment's travel account. I opposed this
amendment for several reasons. First.
many of the NTIA's duties are duplica-
tive of those carried out by the Federal
Communications Commission. The un-
derlying bill moves us toward a unified
telecommunications entity. and I be-
lieve it is the correct path to take. Sec-
ond. the infrastructure grants are an
unauthorized program that have little
relation to the job of regulating the
telecommunications industry. Legisla-
tion I have sponsored to terminate the
Department of Commerce would also
eliminate the advisory and grant mak-
ing functions and transfer the manage-
ment duties to the FCC.

I also opposed a Domenici amend-
ment to eliminate provisions in the bill
which would, in my opinion, vastly im-
prove the Legal Services Corporation.

The Commerce, Justice. State appro-
priations bill in the Senate eliminated
the Federal Corporation and block-
granted to the States-Federal funds for
the provision of legal Services to the
poor. The Domenici amendment to this
bill would have restored the Federal
Corporation and provides additional
Federal funding for the Corporation.

I support eliminating the Federal
Corporation and block-granting funds
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ORDER OF PROCEDURE
Mr. GRAHAM. Mr. President. reserv-

ing the right to object. I would like to

ask a question. We have been waiting
since late yesterday afternoon to re-
ceive a copy of the Finance Committee
amendment.

Could the manager indicate when
that might be available?

Mr. STEVENS. Mr. President this
Senator has no answer to that. There is
no time. The schedule is to start voting
immediately.

Mr. GRAHAM. Mr. President, I want
to—I continue my reservation of objec-
tion. I am going to object strenuously
if—I would like the floor managers at-
tention.

The PRESIDENT pro tempore. The
regular order is for the clerk to report
the bill.

Mr. GRAHAM. Mr. President. I think
I have the floor, and I wish to an-
nounce that I am going to object stren-
uously——

The PRESIDENT pro tempore. The
Senator does not have the right to the
floor at this time.

Mr. GRAHAM. To any attempt——
The PRESIDENT pro tempore. The

Senator does not have a right to the
floor at this time.

BALANCED BUDGET
RECONCILIATION ACT OF 1995

The Senate resumed consideration of
the bill.

The PRESIDENT pro tempore. The
clerk will report the bill.

The legislative clerk read as follows:
The bill (S. 1357) to provide for reconcili-

ation pursuant to section 105 of the concur-
rent resolution on the budget for fiscal year
1996.

Pending:
Cramm amendment No. 2978. to provide

States additional flexibility in providing for
Medicaid beneficiaries.

Kerry/Kennedy amendment No. 2979. to ex-
press the sense of the Senate that the Senate
should debate and vote on whether to raise
the minimum wage before the end of the first
session of the 104th Congress.

Domenici (for Murkowskiljohnston)
amendment No. 2980, of a technical nature.

Kennedy/Kassebaum amendment No. 2981.
to strike the provision allowing the transfer
of excess pension assets.

Wellstone amendment No. 2982, to elimi-
nate the tax deduction for oil drilling, to
eliminate the corporate minimum tax provi-
sions. to eliminate the foreign earned in-
come exclusion, and to eliminate the section
936 possession tax credit.

Pryor/Cohen amendment No. 2983. to pro-
vide for the continuation of requirements for
nursing facilities in the Medicaid Program.

Simon amendment No. 2984. in the nature
of a substitute.

The PRESIDING OFFICER (Mr.
CAMPBELL). The Senator from New
Mexico.

Mr. DOMENICI. Mr. President. might
I take 3 minutes and answer the Sen-
ator?

Senator Graham. I understand that
the staff, Senator DOLE's staff, is in the
process of delivering the amendment to
you right now.

Mr. GRAHAM. The point I was mak-
ing, if I could, Mr. President, is that I
am going to object strenuously if the
10-minute rule is attempted to be ap-
plied to the Finance Committee
amendment.

We have not had an adequate oppor-
tunity to evaluate and to understand

• This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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its significance. I am alerting the man-
ager to my intention to protect the
rights of those who have been waiting
now for almost 18 hours to get a copy
of this amendment. We have been de-
nied that opportunity, and soon we will
be asked to vote upon a stealth amend-
ment which will quite likely be the
most significant amendment on this
most significant legislative enactmEnt.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

AMENDMENT NO. 2978

Mr. DOMENICI. The next amendment
on our side is Senator GRAMMs. He is
not here and asked we set his amend-
ment aside and proceed to the next
amendment, which is the Kerry amend-
ment.

Several Senators addressed t.he
Chair.

Mr. CHAFEE. Mr. President. I am in-
terested in this amendment. Are you
just skipping it once or what?

Mr. DOMENICI. I am asking that it
be set aside for one amendment. If the
Senator is not ready——

The PRESIDING OFFICER. Is there
objection?

Mr. ROCKEFELLER. Reserving the
right to object.

Several Senators addressed the
Chair.

Mr. EXON. Reserving the right to ob-
ject. may I interject a few statements?

Mr. DOMENICI. Of course.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I simply

say I share the concerns expressed by
my colleague from Florida. I think, if
we will check the RECORD, we will find
very clearly that the Roth amend-
ment—that is the subject of concern.
and I think legitimately so, of the Seri-
ator from Florida and others—was sup-
posedly the first amendment we were
going to take up when we started this
process of voting yesterday. It was laid
aside. We were advised late last
evening, sometime before midnight.
that the measure would be presented to
us so we could study it overnight. I re-
mind all it was a rather short night.
We still have not received it. I have not
received it. Maybe it is in the process
of being delivered to us at this time.

Here, it seems to me, we have to ex
ercise some discipline. All day yester..
day, this Senator, along with my col•
league, the chairman of the committee.
kept telling Senators you have to be
here to offer your amendments. We
cannot run the U.S. Senate for the ben-
efit of every other Senator, regardless
of their station in life and regardless of
what office they are running for.

It seems to me, if we are going to
move this process along, we are going
to have to institute a policy that, if
the Senator on the list that has been
published now for about 24 hours is not
here to offer the amendment, then I
suggest the amendment should be set
aside and disposed of and not consid-
ered.

We have to exercise some discipline
on everyone. I simply say I hope I can
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see the Finance Committee amend-
ment. But in the meantime, I am at
the mercy of the majority, and I sim-
ply ask my colleague if he could not
join with me—and I think he will—to
try to exercise some discipline on both
sides of the aisle. not only with regard
to the time constraints that we must
maintain, but, also, we cannot move
ahead unless Senators put the priority
I think is necessary and that we should
expect for them to be here to offer
their amendments in a timely fashion,
if for no other reason than out of con-
sideration for the other Members of the
body.

Mr. DOMENICI. Mr. President, Sen-
ator GRAMM is here. He does not intend
to offer his amendment, He withdraws
it,

We are ready to proceed with your
amendment.

Mr. ROCKEFELLER addressed the
Chair.

Mr. EXON. I appreciate that very
much. That is very good news.

Mr. FORD. Should we not make a
motion to withdraw the amendment?

The PRESIDING OFFICER. Is there
objection to withdrawing?

Mr. DOMENICI. Can the manager of
the bill withdraw the amendment?

The PRESIDING OFFICER. Is there
objection to withdrawing 2978?

Mr. ROCKEFELLER. Reserving the
right to object.

The PRESIDING OFFICER, The Sen-
ator from West Virginia.

Mr. ROCKEFELLER, I will not ob-
ject. I will just say, there are a number
of Senators here, including the Senator
from Rhode Island and the Senator
from West Virginia, who note this
withdrawal may have been strategi-
cally a very good idea because it was
going down to a dreadful defeat be-
cause it is such a dreadful amendment,

Mr. GRAMM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Texas [Mr. GRMM].
Mr. GRAMM. Mr. President, I do not

withdraw the amendment and I am
ready to speak on behalf of it.

The PRESIDING OFFICER. Who
yields time on the amendment? The
Senator from Texas.

Mr. GRAMM. Mr. President, what we
have in this bill is an effort by Sen-
ators——

The PRESIDING OFFICER. There is
1 minute equally divided on the amend-
ment.

The Senator from Texas.
Mr. GRAMM. Mr. President. what we

have in the bill before us is a double-
cross of the States. We reduced the
rate of growth in Medicaid spending in
agreement with the Governors by $187
billion. But the condition under which
the Governors took the reduced rate of
growth was that they were going to get
to run the program. This is in Medic-
aid. So. in the Medicaid Program. we
reduced the growth of spending in that
program by $187 billion. The Governors
agreed to it on the condition that they
run the Medicaid Program. We now are
trying to tell them how to run it,

October 27, 1995
I do not doubt the Senator from West

Virginia and the Senator from Rhode
Island have very good intentions. But
we should not be telling the States how
to run this program.

The PRESIDING OFFICER. Is there
further debate?

Mr. CHAFEE addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Rhode Island.
Mr. CHAFEE. Mr. President, we have

30 seconds now?
Mr. EXON. Mr. President, I yield 30

seconds to my colleague from West
Virginia.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is yielded 30
seconds.

Mr. ROCKEFELLER, Mr. President,
this is the most cruel and unusual
amendment of this entire 24-hour fi-
asco. It rejects the idea of making sure
America's poorest children. poorest el-
derly. pregnant women. disabled, SSI—
it decimates people who need help. It is
an evisceration of Medicaid. It is a
cruel amendment. It ought to be re-
jected by both sides.

The PRESIDING OFFICER. Is there
further debate?

The Senator from Rhode Island.
Mr. CHAFEE. Mr. President. there is

a lot of talk about who is in the wagon
these days. If we have no room in the
wagon for 12-year-old poor children,
pregnant women, the blind, and dis-
abled. we have become an unworthy so-
ciety.

The PRESIDING OFFICER. All time
has expired.

The majority leader.
Mr. DOLE. Mr. President, I ask unan-

imous consent the first vote be 15 min-
utes and thereafter votes be limited to
7½ minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered. The first
vote will be 15 minutes. Then further
votes will be 7½ minutes.

Mr. DOLE. I thank the Chair.
The PRESIDING OFFICER. The

question now is on the Gramm amend-
ment No. 2978.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 23,
nays 76. as follows:

[Roilcall Vote No. 518 Leg.]
YEAS—23

Grams
Grassley
Hatch
HclmS
Hutchison
lnhofc
Ky'
Lott

NAYS—76
Bradicy
Brcaux
Bryan
Bumpcrs
Burns
Byrd
campbcll

Mack
Mccain
Nickles
Roth
5antorum
Smith
Thompson

Ashcroft
Bennett
Brown
coats
cochran
Dole
Faircioth
Gramm

Abraham
Akaka
Baucus
Biden
Bingaman
Bond
Boxer

chafec
cohcn
Conrad
coverddn
craig
D'Amato
Daschlc



Pell
Prcssler
Pryor
Reid
Robb
Rockefeller
Sarbanes
Shelby
Simon
Simpson
Snowe
Specter
Stevens
Thomas
Thurmond
Warner
Wellstone

So, the amendment (No. 2978) was re-
jected.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. CHAFEE, I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2979

The PRESIDING OFFICER. Under
the previous order, No. 2979 offered by
the Senator from Massachusetts [Mr.
KERRY] will be considered, 1 minute
equally divided.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator will withhold.
Mr. EXON. Once order is restored in

the Senate, I would like to yield 30 sec-
onds on our side to the Senator from
Kansas for remarks that I understand
she has to make on this measure.

The PRESIDING OFFICER. Who
yields time?

Mr. EXON. If I could have the atten-
tion of the Senator from Kansas. The
Senator from Kansas, I yield her 30 sec-
onds off of our time on the Kennedy
amendment. I apologize. We are going
to the Kerry amendment at this time.

The PRESIDING OFFICER. The
Kerry amendment.

Mr. EXON. I yield 30 seconds to Sen-
ator KERRY.

Mr. KERRY. Mr. President, this
amendment does not ask Senators to
vote on any number. It simply asks
Senators, as a sense of the Senate, to
say that before the end of the session
we will vote and debate on the mini-
mum wage issue.

I will just share with Senators an ar-
ticle in the New York Times today.

It says:
The income gap between rich and poor was

wider in the United States during the 1980s
than in any other large industrialized coun-
try, according to the most comprehensive
international study ever released on income
distribution.

Seventy percent of the poverty wage.
$8,500, is the current income level.

We simply want to vote and debate
on it. And I hope colleagues will agree
we ought to do that.

The PRESIDING OFFICER. Who
yields time?
Mr. DOMENICI. Mr. President. I as-

sume I had 30 seconds under the rule.
The PRESIDING OFFICER. The Sen-

ator has 30 seconds.
Mr. DOMENICI. I yield back my 30

seconds and make a point of order that
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The PRESIDING OFFICER (Mr. Sm-
VENS). On this vote, the yeas are 51; the
nays are 48. Three-fifths of the Sen-
ators duly chosen and sworn not having
voted in the affirmative, the motion is
rejected.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. FORD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 2980

The PRESIDING OFFICER. The
question is amendment No. 2980, of-
fered by Senator DOMENICI.

The yeas and nays have been ordered.
Mr. DOMENICI. Mr. President, I ask

unanimous consent that the yeas and
nays be vitiated and that we have a
voice vote.

The PRESIDING OFFICER. Does the
Senator seek I minute, equally di-
vided?

Mr. DOMENICI. I do not think we
need any time.
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ment.
Mr. MOYNIHAN. I withdraw that ob-

jection.
The PRESIDING OFFICER. The

question is on agreeing to the Dome n-
ici amendment.
The amendment (No. 2980) was agreed

Mr. JOHNSTON. Mr. President. I
move to reconsider the vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 298!

Mr. EXON. Mr. President. the next
pending amendment is a Kennedy
amendment, is that correct?

The PRESIDING OFFICER. The
pending amendment is the Kennedy-
Kassebaum amendment No. 2981.

Mr. EXON. I yield 30 seconds of our
time to the Senator from Kansas.

The PRESIDING OFFICER. The Sen-
ator from Kansas.

Mrs. KASSEBAUM. Mr. President, I
urge my colleagues to support striking
this provision from the bill before us,
because I believe it is bad pension pol-
icy. We are making some assumptions
here which we do not really know the
consequences of. and I feel that it is ab-
solutely essential that we not begin to
make inroads into pension plans in
which retirees have counted on without
knowing the consequences. I urge all to

support the amendment.
Mr. DOMENICI. I think the leader

wants some time.
The PRESIDING OFFICER. The ma-

jority leader is recognized.
Mr. DOLE. Mr. President. we are pre-

pared to accept the amendment with-
out a rolIcall, if we want to speed up
the process.

The PRESIDING OFFICER. The yeas
and nays have been ordered.

Mr. DOLE. I ask unanimous consent
to vitiate the yeas and nays.

The PRESIDING OFFICER. Is there
objection?

Mr. KENNEDY. I object.
The PRESIDING OFFICER. Objec-

tion is heard.
Mr. DOMENICI. We yield back all

time.
The PRESIDING OFFICER. The

question is on agreeing the amendment
No. 2981.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 94,
nays 5, as follows:

tRoilcall Vote No. 520 Leg.]
YEAS—94

Abraham Ashcroft Bcnnett
Akaka Baucus Biden
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DeWine
Dodd
Domenici
Dorgan
Exon
Feingold
Feinstein
Ford
Frist
Clenn
Corton
Craham
Cregg
Harkin
Hatfield
Heflin
Hollings
lnouye
Jeffords

Johnston
Kassebaum
Kempthorne
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin
Lieberman
Lugar
McConnell
Mikulski
Moseley.Braun
Moynihan
Murkowski
Murray
Nunn

this violates the Budget Act. I raise a Mr. EXON. Mr. President, I agree
point of order under the provisions of with my colleague and yield back our
the Budget Act. time. I hope we can have a voice vote.
Mr. EXON. Mr. President. pursuant Mr, MOYNIHAN. I object, Mr. Presi-

to section 904 of the Congressional dent.
Budget Act, I move to waive the appli- Mr. DOLE. That is another amend-
cable section of that act for the consid-

eration of the pending amendment.
I ask for the yeas and nays on the

motion to waive.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered. to
The PRESIDING OFFICER. The

question occurs on agreeing to the mo-
tion to waive the Budget Act.

The clerk will call the roll.
The legislative clerk proceeded to

call the roll.

The yeas and nays resulted—yeas 51,
nays 48. as follows:

[Roilcall Vote No. 519 Leg.J

Akaka
Baucus
Bidcn
Bingaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
Campbefl
Cohen
Conrad
Daschle
Dodd
Dorgan
Exon

Abraham
Ashcroft
Bennett
Bond
Brown
Burns
Chafce
Coats
Cochran
Coverdell
Craig
DAmato
DeWine
Dole
Domenici
Faircioth

YEAS—51
Feingold
Feinstein
Ford
G'enn
Graham
Harkin
Heflin
Hollings
Lnouye
Jeffords
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy

NAYS—48
Frist
Corton
Cramm
Crams
Crassley
Cregg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Kassebaum
Kempthorne
Kyl
Lott
Lugar

Levin
Lieber man
Mikulski
Moseley.Braun
Moynihan
Murray
Nunn
Pell
Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Snowe
Specter
Wellstone

Mack
McCain
McConnell
Murkowski
Nickles
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Stevens
Thomas
Thompson
Thurmond
Warner
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Bingaman Glenn McCan
Bond Gorton McConnell
Boxer Graham Mikulski
Bradicy
Breaux
Bryan
Bumpers
Burns
Byrd
Campbell
Chafee
Coats
Cochran

Gramm
Grassley
Gregg
Harkn
Hatch
Hatfie'd
Hetlin
Hollings
Hutchison
Inhofe

Mose1ey-Braw
Moynihan
Murkowski
Murray
Nunn
Pell
Pressler
Pryor
Reid

Cohen
Conrad

lnouye
Jeffords

Robb
Rockefeller

Coverdell Johnston Santorum
Craig
D'Amato

Kassebaum
Kempthorne

Sarbanes
Shelby

Daschlc Kennedy Simon
DeWine Kerrey Simpson
Dodd Kerry Smith
Dole Kohl Snowe
Domenci
Dorgan

Kyl
Lautenberg

Specter
Stevens

Exon
Faircloth
Fcingoid
Feinstein
Ford
Frist

Leahy
Levin
Lieberman
Lott
Lugar
Mack

Thomas
Thompson
Thurmond
Warner
Welistone

NAYS—5
Brown Helms Roth
Grams Nickles

So the amendment (No. 2981) wa
agreed to.

AMENDMENT NO. 2982

The PRESIDING OFFICER. The next
amendment is Wellstone 2982. The yeas
and nays have been ordered.

Mr. EXON. Mr. President. I yield 30
seconds of our time to the Senator
from Minnesota.

Mr. WELLSTONE. Mr. President,
this amendment is all about plugging
tax loopholes, whether we are talking
about keeping a strong alternative
minimum tax, or getting rid of sub-
sidies for oil companies or pharma-
ceutical companies.

This all goes for deficit reduction—
all the savings go into a lockbox—and
the total savings is between $60 to $70
billion. I will tell you right now, regu-
lar people are tired of having to pay
more in taxes because of these egre-
gious loopholes. I urge my colleagues
to vote aye."

Mr. President, last night I talked
briefly about each of the four amend-
ments I was going to offer separately.
that I continued in my omnibus
amendment.

I now ask unanimous consent that a
statement elaborating on each tax
loophole, and the reasons for its elimi-
nation, which this omnibus amendment
proposed to do, be printed in the
RECORD.

There being no objection, the state-
ments were ordered to be printed in the
RECORD, as follows:
REPEAL CORPORATE WELEARE IN T} TAX CODE:

ELIMINATE OIL AND GAS TAX BREAKS NOW
Mr. President, I rise to offer an amend-

ment which I know will be controversial
with some Senators, but which I think de-
serves debate and a vote. It is part of my
larger effort to help reduce the deficit over
the next several years through scaling back
corporate welfare, instead of making such
unnecessarily large cuts in Medicare, Medic-
aid, student loans, and other areas, many of
the proceeds from which will be used to fi-
nance a tax cut primarily for the wealthy.

This Republican budget package is radical,
and it fails to meet a basic test of fairness
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that Americans expect us to apply in order
to get to a balanced budget. One of its major
failings that has not been much discussed is
that it does almost nothing to eliminate the
fantastically expensive tax loopholes that
have been embedded in the code for years,
and that give special treatment to one indus-
try or type of investment over all others.
These preferences distort economic decision-
making, and because they are so expensive
make regular middle-class families, who are
struggling to make it these days. pay much
higher income taxes than they otherwise
would have to pay.

Let me make a simple point here that is
often overlooked. We can spend money just
as easily through the tax code, through tax
loopholes, as we can through the normal ap-
propriations process. Spending is spending.
whether it comes in the form of a govern-
ment check or in the form of a tax break for
some special purpose, like a subsidy. a cred-
it, a deduction, or accelerated depreciation
for this type of investment or that. These
tax loopholes allow some taxpayers to escape
paying their fair share, and thus make ev-
eryone else pay at higher rates. These arcane
tax breaks are simply special exceptions to
the normal rules, rules that oblige all of us
to share the burdens of citizenship by paying
our taxes.

I think it is a simple question of fairness.
If we are really going to make the spending
cuts and other policy changes that we would
have to make to meet the balanced budget
amendment targets, then we should make
sure that wealthy interests in our society,
those who have political clout. those who
hire lobbyists to make their case every day
here in Washington, are asked to sacrifice at
least as much as regular middle class folks
that you and I represent who receive Social
Security or Medicare or Veterans benefits or
student loans.

That is just common sense, and I think we
ought to signal today that the standard of
fairness we will be applying will require
elimination of at least some of these tax
breaks, Too often, in discussions about low-
priority federal spending which ought to be
cut, one set of expenditures is notoriously
absent. That is tax breaks for wealthy and
well-positioned special interests.

Tax subsidies are heavily skewed to cor-
porations and the relatively few people in
very high-income brackets. while govern-
ment benefits and services go in far larger
proportions to the middle class and the poor.
If it is harder to eliminate tax breaks or
other preferences than cut programs. the
burdens of deficit reduction are likely to be
borne disproportionately by those in the bot-
tom half of the income scale. The effect of
this, of course. is a further transfer of politi-
cal power up the income scale. This imbal-
ance means the system is likely to favor the
wealthy and powerful over those in the bot-
tom and middle of the income scale.

Many of these tax breaks are industry-spe-
cific. others were designed to encourage par-
ticular kinds of activities or investments, or
to subsidize consumers of certain products.
The General Accounting Office issued a re-
port last year. in which they noted that most
of these tax expenditures currently in the
tax code are not subject to any annual reau-
thorization or other kind of systematic peri-
odic review, They observed that many of
these special tax breaks were enacted in re-
sponse to economic conditions that no longer
exist, In fact, they found that of the 124 tax
expenditures identified by the Committee in
1993, about half were enacted before 1950. The
particular oil and gas tax break that my
imendment focuses on was enacted in its
original form in the 1920's, Many of these in-
dustry-specific breaks get embedded in the
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tax code, and are not looked at again for
years.

Now some will vote against this motion re-
flexively, arguing wrongly that this is sim-
ply an attempt to raise taxes, It is not,
These arcane tax breaks are simply special
exceptions to the normal rules, rules that
oblige all of us to share the burdens of citi-
zenship by paying our taxes. They are pushed
by high-priced lobbyists, who have hired
even more highly-paid tax lawyers, to make
their special pleadings.

The effect of allowing them to continue is
to ensure that hard-working Americans will
not be provided much real tax relief, since
all of the revenues that might help pay for
such relief are being siphoned off by wealthy
special interests, This amendment simply
calls the question on one small part of the
very targeted spending we do through the
tax code, spending that is not subject to the
annual spending process and is rarely de-
bated on the floor of the Senate.

This amendment would repeal the cur-rent
special tax treatment for what are called
"intangible drilling costs' in the oil and gas
industry. Since around 1916, the oil and gas
industries have benefitted richly from this
special benefit. The Congressional Budget
Office has estimated that eliminating this
loophole will save US taxpayers at least $2.5
billion over the next five years: and billions
more in the years thereafter.

This is how this longstanding special tax
benefit works, Companies engaged in oil and
gas exploration are allowed to completely
deduct from their federal taxes what are
termed the "Intangible Drilling Costs', or
IDCs, of conducting drilling and related ac-
tivities as they explore for profitable wells.
These include what they pay for labor, fuel,
repairs. hauling, supplies, site preparation—
many different kinds of expenses they pay
when looking for new and more profitable
wells, By expensing rather than capitalizing
these costs, taxes on much of their income
are effectively set to zero.

In most industries, the logic of tax policy
requires that a company is allowed to re-
cover its costs of doing business, either
through depreciation or a special form of de-
pletion, over the valuable life of the asset.
But this special benefit is an exception to
these general tax rules, And though decades
ago it was argued that these special benefits
were necessary to encourage oil exploration.
they can no longer be justified—and cer-
tainly not in the current budget crunch.
Even with the introduction of the alter-
native minimum tax in the 1980's. when you
consider the many other breaks these indus-
tries still receive—including the very expen-
sive percentage depletion allowance—this
still keeps the effective marginal tax rate on
gas and oil companies below that for other
industries. That is not fair, and it makes
middle income people pay higher income
taxes. It should stop. now.

I know that oil and gas companies. and
those who represent them here in the Sen-
ate, have in the past argued that these spe-
cial tax breaks should be extended because of
the special risks involved in looking for oil
and gas wells to drill. While it is true that
these are sometimes high-risk ventures, they
are also very profitable, or else companies
would not be pursuing them. The risks are
justified by the large profits to be made. I
also wonder whether they are intrinsically
any less risky than small business start-ups
in new markets. or the launching of new
products, or similar entrepreneurial business
decisions. I suspect probably not,

Proponents will also argue that capital is
hard to come by in the oil and gas industry.
and that small producers need to be pro.
tected. Of course. everyone who enjoys these
kinds of tax breaks are going to try to couch
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their plight in terms of being the embattled
little guy. But that is not what this is about.
This is mostly about special tax benefits
being showered on large and small producers
alike—even though there are somewhat dif-
ferent rules for each—in a single industry
that has been consistently showing signs of
profitability in recent years. While some-
times volatile oil markets make oil and gas
investments risky, that doesn't necessarily
justify this special treatment.

In addition to the huge costs to taxpayers
that must be considered when looking at this
tax break, we should also be aware of the en-
vironmental costs that are attached. As with
many other energy subsidies, this subsidy
encourages drilling in environmentally sen-
sitive areas, and serves as a disincentive for
us to explore more environmentally sustain-
able means of energy production.

And these are areas which have been pro-
tected for years by the ravages of thought-
less oil and gas development. For example, I
strongly oppose drilling in the Arctic Na-
tional Wildlife Refuge. This has been an
issue that I have been involved in from the
time I first came to the Senate. There was a
filibuster over ANWR that I led when I was
here just a short period of time and now
ANWR is back again. The Energy Committee
has voted, over the objections of a large bi-
partisan group of Senators, to open up
ANWR for drilling and to use the revenue to
meet reconciliation instructions. These large
oil and gas company subsidies only encour-
age those kind of developments by artifi-
cially increasing and subsidizing demand for
new wells.

It also seems to me that there are compel-
ling energy policy arguments against this
tax break. To the extent that these subsidies
stimulate drilling of domestic wells, they re-
duce our short-run dependence on foreign
oil—but force us to deplete our own Nations
reserves at a faster rate. While oil is flowing
freely to the U.S. from the Middle East and
elsewhere. I see no reason to subsidize do-
mestic drilling to such an extent.

Some will argue there are national secu-
rity considerations here, and that we should
preserve this subsidy because it helps to en-
sure the future of domestic producers. I
think if we are so concerned about the na-
tional security implications of our reliance
on foreign oil, then maybe we should be re-
thinking provisions to sell off the strategic
petroleum reserve that were included in this
bill.

Others will claim that eliminating the
expensing of IIDC's would hamper domestic
oil exploration, and that the industry's prof-
it margins have declined steadily over the
last 15 years or so as the alternative mini-
mum tax has kicked in on some producers,
and various lucrative other tax breaks have
been slightly reformed. However, it is clear
that most of the reason for this decline was
not the increased tax burden, but the world-
wide decline in oil prices. Experts from aca-
demia to industry analysts to CRS are
agreed on that.

Finally, oil and gas companies will also
argue that eliminating their expensing pro-
visions will effectively raise costs for the
consumer at the gas pump. The Congres-
sional Budget Office has no formal projec-
tions of this cost increase, but I suspect that
if there is any increase at all, it would only
be a fraction of one cent per gallon at the
gas pump. Much of any additional costs
would be absorbed by oil and gas companies,
as they strive to remain competitive in
world markets.

Mr. President, this issue is complex. but in
the end, it is not even a close call, As a re-
cent CRS study on tax expenditures states,
'There is very little, if any,justification for

this non-neutral tax treatment of IIDCs,
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Many economists believe that expensing is a gets. then we should make sure that wealthy
costly and inefficient way to increase oil and interests in our society. those who have po-
gas output and enhance energy security litical clout, those who hire lobbyists to

their case every day here in Washing-
The oil and gas industry has for decades ton, are asked to sacrifice at least as much

been enjoying a tax benefit that has not been as regular middle class folks that you and I
available to other American industries. and represent who receive Social Security or
so to eliminate it is really just to "level the Medicare or Veterans benefits.
playing field: For those who support a flat That is just common sense, and I think we
tax, or even a flatter tax rate structure than ought to signal today that the standard of
we have now made possible by closing special fairness we will be applying will include
loopholes, this amendment is a good place to elimination of at least some of these tax
start. I urge my colleagues to make good on breaks. Too often, in discussions about low-
pledges to fairly and responsibly reduce the priority federal spending which ought,to be
federal deficit by voting for this amendment, cut. one set of expenditures is notoriously
I yield the floor. absent. That is tax breaks for wealthy and
REPEAL CORPORATE WELFARE IN TAX CODE well-positioned special interests,

Tax subsidies are heavily skewed to cor-
ELIMINATE THE PUERTO RICO CREDrT porations and the relatively few people in

Mr. President, I rise to offer an amend- very high-income brackets, while govern-
ment to repeal outright Section 936 of the In- ment benefits and services go in far larger
temal Revenue Code, which provides certain proportions to the middle class and the poor.
corporate income tax credits to firms doing If it is harder to eliminate tax breaks or
business in Puerto Rico and the other U.S. other preferences than cut programs, the
Possessions, This repeal would become effec- burdens of deficit reduction are likely to be
tive on January 1, 1997. It speeds up the re- borne disproportionately by those in the bot-
peal already provided for in the bill by. in tom half of the income scale, The effect of
some cases. 9 years, saving over $35 billion this. of course, is a further transfer of politi-
dollars in the process. cal power up the income scale.

Let me be clear: the Finance Committee, Many of these tax breaks are industry-spe-
for the first time in decades, has already ac- cific, others were designed to encourage par-
knowledged that this loophole should go: it ticular kinds of activities or investments, or
is simply now a question of when. and how, to subsidize consumers of certain products.
For those who support a flat tax. or even a The General Accounting Office issued a re-
flatter tax rate structure than we have now port last year, in which they noted that most
made possible by closing special loopholes. of these tax expenditures currently in the
this amendment is a good place to start. tax code are not subject to any annual reau-

This amendment is part of a larger attack thorization or other kind of systematic pen-
on corporate loopholes to highlight some- odic review, They observed that many of
thing I have seen over and over in that short these special tax breaks were enacted in re-
time: the political gap between the promise sponse to economic conditions that no longer
to cut spending. and actual follow-through exist. In fact. they found that of the 124 tax
on that promise. Between the promise of expenditures identified by the Committee in
spending restraint, and actual spending re- 1993, about half were enacted before 1950.
straint, Let me make a simple point here This one was enacted in its original form in
that is often overlooked, We can spend the 1920's, Many of these industry-specific
money just as easily through the tax code. breaks get embedded in the tax code, and are
through tax loopholes, as we can through the not looked at again for years.
normal appropriations process. Spending is Now some will vote against this motion re-
spending, whether it comes in the form of a flexively, arguing wrongly that this is sim-
government check or in the form of a tax ply an attempt to raise taxes, It is not,
break for some special purpose. like a sub- These arcane tax breaks are simply special
sidy. a credit, a deduction, or accelerated de- exceptions to the normal rules, rules that
preciation for this type of investment or oblige all of us to share the burdens of citi-
that. zenship by paying our taxes. The effect of al-

In the last few years, for example. many of lowing them to continue is to ensure that
us voted for billions in actual cuts on this hard-working Americans will not be provided
floor—not gimmicks, not smoke and mirrors, any tax relief, since all of the revenues that
not deficit reduction formulas that never would pay for such relief are being soaked up
identify precise cuts. but actual reductions by wealthy special interests, This amend-
in federal spending contained in actual ment simply calls the question on one small
amendments to appropriations bills. We have part of the very targeted spending we do
also voted consistently against continued through the tax code, spending that is not
wasteful and unnecessary defense spending subject to the annual spending process and is
contained in appropriations bills each year. rarely debated on the floor of the Senate,
And often it was precisely those who support I suspect most Americans, if asked, would
the balanced budget amendment. and employ scale back the Puerto Rico tax break further
elaborate Heritage Foundation-concocted rather than cut spending on prisons or police
across-the-board spending cut formulas that or environmental protections or workplace
do not contain any specific cuts. who voted safety or Medicare or Medicaid. For that
against actual spending cuts on the floor, matter. for the amount of money generated
This is where the rubber meets the road. by eliminating this tax break, we could pay
where the rhetoric meets reality. Many bal' for Head Start. meals-on wheels for the el-
anced budget amendment proponents have derly. WIC, and the National Park Service
failed the test of political courage on this for a year. and still have money left over,
point. and I think that should be made clear. This amendment eliminates outright the

These tax loopholes allow some taxpayers Puerto Rico subsidy, starting next year. In
to escape paying their fair share, and thus 1993, as we were preparing to consider the
make everyone else pay at higher rates. Reconciliation bill, I concluded that this tax
These arcane tax breaks are simply special credit should be phased Out over a short pe-
exceptions to the normal rules. rules that nod, given the Other strains on the federal
oblige all of us to share the burdens of citi- budget. and the need for further deficit re-
zenship by paying our taxes. duction, While I was concerned that an im-

I think it is a simple question of fairness, mediate repeal might have too large and ab-
If we are really going to make the over a rupt an impact on the economy of Puerto
trillion dollars in spending cuts and other Rico, which was at the time reeling under a
policy changes that we would have to make very high unemployment rate, I would have
to meet the balanced budget amendment tar- supported a prompt phase-out. While the 1993
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Reconciliation Act did scale back some hat
the benefits provided to eligible companies
under this provision, it failed to phase out
the provision. And so now I think the time
has come to repeal it outright, starting in
1996. That will put a stop to efforts by cor-
porations who invest in Puerto Rico and the
other U.S. Possessions to shelter profits and
avoid paying their fair share of taxes.

Ostensibly a tax credit to encourage eco-
nomic development in U.S. possessions. pri-
marily Puerto Rico. the Section 936 tax cred-
it has over the years evolved into a huge cor-
porate loophole, providing a multi-billion
offshore tax shelter for some of Americas
most profitable companies. While it has been
narrowed, and some of the most egregious
abuses addressed. it remains a fantastically
expensive subsidy for a few special interests.
That is unfair, Mr. President. especially
when we consider all of the competing budg-
et claims on these scarce federal funds. It is
time to bring a halt to it.

Over the past several decades, as I have
mentioned, several efforts were launched to
try and bring the section 936 tax credit under
control. Rules regulating the allocation of
income derived from intangible assets were
tightened, but to little avail. Additional
loopholes were created, which allow compa-
nies to continue the long-established prac-
tice of shifting income derived from intangi-
ble assets created on shore to Puerto Rico.
The 1993 OBRA bill took a step toward trying
to reconfigure the section 936 credit as a
wage-based credit by tying the amount of
the credit, in many cases, to actual wages
paid or investments made. But it also al-
lowed corporations to receive the credit ac-
cording to a generous alternative formula
that continues to cost taxpayers billions per
year. While this modest linkage between ac-
tual investments made and wages paid was a
step in the right direction, it is still a credit
that is no longer justifiable in this currenlz
budget crunch.

In 1993, Finance Committee Chairman
Moynihan observed that the 936 program. as
it is known, dates back to the 1920's. He said
that the changes in the 1993 Reconciliation
bill were done in such a way as to ' clearly
anticipate the phasing Out finally of this
measure. But that hasn't happened yet. and
this amendment is designed to make sure
that there is a final, clean termination of the
program as soon as possible.

The bill before us today, while it recog-
nizes that this provision must eventually be
eliminated, provides for a very long phase-
Out, in some cases up to 10 years. I am very
concerned that if we do not repeal this pro-
gram now, which has been in the Tax Code in
some form since the 1920's, it will continue
to cost taxpayers billions of dollars per year,
and that clever tax lawyers. lobbyists, and
the companies for whom they work might
even find ways to retain it in the Tax Code
in the next few years.

Section 936 presents a very complicated set
of calculations to derive the tax credit
against taxable income, but the simple effect
of this provision is to reduce the cost of cor-
porate investment in territories, mainly
Puerto Rico. Its purpose. quite obviously.
was to attract investment in the struggling
possessions; instead it has been used as
major loophole for U.S-based corporations
to shelter taxable income.

While I recognize the economic impact
that repeal of this provision will have on cer-
tain U.S. companies doing business in Puerto
Rico—some of which are in my own state.
the GAO's extensive 1993 report concluded
that reliable estimates of the changes in cor-
porate behavior could not responsibly be
made, since that would require anticipating
how many, if any. beneficiaries of the credit
would move to other regions. would relocate
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or scale back their operations there, Of
course. many other factors, including labor
costs, productivity, transportation and infra-
structure costs, and other tax consequences
of their decisions would be considered by
these firms,

Given this uncertainty, and the fact that
this is a special subsidy available to firms
nowhere else, I do not believe we can con-
tinue to subsidize the activities of a few
large corporations at the expense of millions
of American taxpayers. Companies that in-
vest in Minnesota directly would love to ben-
efit from a very generous tax credit like this.
but they do not. Nor do firms in any other
states, to my knowledge. It only applies to
the U.S. possessions, with most of the bene-
fits going to pharmaceutical, food. chemical,
and instrument-manufacturing firms in
Puerto Rico,

The costs of special interest corporate tax
loopholes like this are often astronomical,
This one is particularly expensive. The Con-
gressional Budget Office has estimated that
repealing this provision outright would save
almost $20 billion over just 5 years. $20 bil-
lion, And about the same amount in the sec-
ond 5 years. That money could be used to
mitigate the huge cuts in Medicare and Med-
icaid, or in the EITC. that are made in this
bill, It could be used to reduce the federal
deficit,

I hope my colleagues will support this ef-
fort to scale back this longstanding tax
break for a relatively few wealthy compa-
nies. and dedicate these funds for deficit re-
duction, How on earth can we continue to
support giving a few major corporations this
enormous tax break at the same time that
cuts are being made in Medicare, Medicaid,
and other programs that affect the most vul-
nerable among us?

Another problem with this tax credit pro-
gram is that it draws investment away from
the U.S. While this provision has over the
years encouraged considerable investment in
the possessions, that investment often came
at the expense of corporations investing
here, These investment effects are now am-
plified under NAFTA and GATT; just as 936
bleeds investment out of the States and into
possessions where labor costs are tradition-
ally cheaper, it may now act as an incentive
for manufacturers to hold onto their oper-
ations in Puerto Rico. rather than moving to
countries like Mexico or Singapore. I have
heard over the years from many workers in
my state who are upset about the transfer
impact of this provision on Minnesota jobs.

Even if this provision could once have been
justified as an economic development tool
following the Second World War, that is no
longer possible. A recent report of the Sen-
ate Budget Committee said the meas-
ures cost in terms of foregone tax collec-
tions is high compared to the number ofjobs
the provision creates in Puerto Rico,"

My colleagues will recall, I am sure, that
our distinguished colleague. Senator Pryor.
released a GAO study done several years ago
in which it was pointed out that the primary
beneficiaries of this provision are the large
pharmaceutical companies that have located
in Puerto Rico. Let us call this what it is:
corporate welfare of the most stark kind,

The huge Section 936 credit claimed by a
number of U.S. pharmaceutical firms are a
case in point. A GAO study requested by our
colleague Senator Pryor revealed a number
of shocking details, According to the GAO:

Since section 936 is intended to be an em-
ployment and economic development pro-
gram for Puerto Rico. the GAO measured the
tax credit provided companies for each em-
ployee. For pharmaceutical cnpanies. the
credit amounted to over $70,000 per em-
ployee—.-267 percent of the wages actually
paid the average employee. One pharma-
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ceutical company, Pfizer, received a tax
credit equivalent to over $150,000 per em-
ployee—amounting to 636 percent of the typ-
ical wage paid to its Puerto Rican workers,
Now I know that these outrageous dispari-
ties were mitigated somewhat by the 1993
changes in the formula. but the fact remains
that this is a very inefficient economic de-
velopment subsidy. And even the more re-
cent GAO report done in 1993 found that the
ratio of a firm's tax benefits per employee
was still far higher than the total wages paid
to these employees.

The time has come to pull the plug on this
corporate welfare program. At the same time
that historic huge cuts in Medicare and Med-
icaid are being made. at the same time we
are slashing student loans and the earned in-
come tax credit, at the same time that we
are slashing economic development funding
in our own cities and rural areas, we some-
how find the funds to continue a multi-bil-
lion dollar tax credit of questionable merit
and effectiveness. the prime beneficiaries of
which are a small number of large. profitable
drug companies.

Mr. President, continuing this credit for
years while trying to balance the budget by
2002 is bad public policy. It is bad tax policy.
It is bad budget policy. It cannot be allowed
to stand. especially in the current budget cli-
mate, I urge my colleagues to support this
amendment, I yield the floor,

ELIMINATE THE FOREICN EARNED INCOME TAX
EXCLUSION

Mr. President. I have already spent some
time here on the Senate floor in an effort to
close a number of tax loopholes. Underlying
these efforts is a recognition that we must
reduce the federal budget deficit in a way
that is fair. responsible. and that requires
shared sacrifice, Closing corporate welfare
loopholes will help us do that,

At this point, I would like to address a
loophole that will cost $8.9 billion over the
next 5 years in lost receipts. and billions
more thereafter, In other words, while Amer-
ican citizens all over this Nation will have to
pay taxes over the next 5 years, a certain
group of taxpayers will use this loophole dur-
ing that time to get out of paying $8.9 billion
in taxes, And over 10 years, that is about
$18.4 billion that the rest of American tax-
payers will have to make up in higher taxes
or reduced services from their government.

The loophole is called the Foreign-Earned
Income Tax Exclusion, and it allows Ameri-
cans living overseas to earn the first $70,000
of their income entirely free of American
taxes. While this Exclusion is related to the
Foreign Tax Credit—which allows you to re-
duce your U.S. taxes by the amount you paid
in taxes to a foreign government—the two
should not be confused. The Foreign Tax
Credit simply protects. on a dollar-for-dollar
basis, against paying tax twice on the same
income: once to the U.S. and once to a for-
eign government. The Exclusion entirely ig-
nores the existence of $70000 of the income
you earned abroad, regardless of how much
tax you paid on it, In short. it is an overly
broad way to protect against double tax-
ation. and it is unnecessary because of the
existence of the Credit.

Some will charge that by closing this tax
loophole, by restricting this special interest
tax break we are somehow proposing to raise
taxes, They are wrong. What they fail to un-
derstand is that even with the reforms of the
mid-1980's, which closed many of the most
egregious tax loopholes, the presence of tax
breaks in the current tax system forces mid-
dle class and working people to pay far more
in taxes than they otherwise would have to
pay. While some are paying less than their
fair share in taxes because of this special tax
subsidy for people working abroad. those
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who work in the U.S. are being forced to pay
more in taxes to make up the difference,
Closing this tax loophole is not raising taxes.

When taxpayers in my State of Minnesota
file their returns every year. they are not a]-
lowed to disregard S70.000 of their income, So
why do we let Americans living abroad to
take advantage of this loophole?

When it first came on the books in 1926. the
Exclusion was said to help support U.S. trade
because it was a tax break for U.S. citizens
living abroad that were promoting trade be-
tween the U.S. and foreign countries. How-
ever. since then there has been a constant
tension between those fighting for tax equity
(who want to close the loophole) and those
who believe that the loophole actually bene-
fits U.S. trade abroad (who have actually
tried, at times, to expand the loophole. i.e.
raise the Exclusion above the current
$70000).

Clearly. in deciding whether or not to
eliminate a special tax break, we need to
balance the good effects against the bad. In
this age of telecommunications and global
markets we no longer need to give a special
tax break in order to promote foreign trade.
nor is it clear that this particular tax break
does promote foreign trade. To quote from a
Senate Budget Committee print:

'The impact of the provision is uncertain.
If employment of U.S. labor abroad is a com-
plement to investment by US. firms
abroad—for example, if U.S. multinationals
depend on expertise that can only be pro-
vided by U.S. managers and technicians—
then it is possible that the exclusion has the
indirect effect of increasing flows of U.S.
capital abroad.' fTax Expenditures: Compen-
dium of Background Material on Individual
Provisions, Senate Budget Committee Print
103—101. December 1994. p. 22}.

Three times between 1962 and 1978. Con-
gress passed laws to limit and finally elimi-
nate the Exclusion. But in 1931. the give-
away returned, bigger than ever and with a
built-in yearly increase. The enormous cost
of the loophole led Congress to enact a 4.year
freeze in its size in 19&4 at $80,000. with $5,000
annual increases to resume in 1988. That ul-
timately proved too rich for Congress. and
the 1986 Tax Reform Act brought us to where
we are today: a hefty $70,000 Exclusion that
will cost the Treasury about $1.6 billion be-
fore this calendar year is Out.

A 1994 Senate Budget Committee print de-
scribes one negative effect of the provision:

"The exclusion's impact depends partly on
whether foreign taxes paid are higher or
lower than U.S. taxes. If an expatriate pays
high foreign taxes, the exclusion has little
importance; the U.S. person can use foreign
tax credits to offset any U.S. taxes in any
case. For expatriates who pay little or no
foreign taxes, however, the exclusion reduces
or eliminates US. taxes. Available data sug-
gest that U.S. citizens who work abroad have
higher real incomes, on average, than per-
sons working in the United States. Thus.
where it does reduce taxes the exclusion re-
duces tax progressivity.' ITax Expenditures:
Compendium of Background Material on In-
dividual Provisions, Senate Budget Commit-
tee Print 103—101. December 1994. p. 201

In other words, if a foreign country has
taxes as high or higher than the U.S.. the
foreign tax credit may help to achieve the
goal of preventing double taxation. But
where taxes are lower, the Exclusion pro-
vides a windfall for people who make more
than the average person who stays in the
U.S. make a living.

When you see a long-lived whopper of a
loophole like this, you have to wonder who is
fighting to save it. Some light is shed on this
question by the IRS's Statistics of Income
Bulletin from Fall 1994. It tells us that while
only two-tenths of one percent of people fil-
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ing individual tax returns in 1991 claimed the for some firms even repealing, the alter.
Exclusion. 45 percent of those claiming the native minimum tax. But that's the way this
Exclusion Ultimately ended up with no in-. bill would take us. The Treasury Department
come tax liability. In plain English, that estimates that if the AMT is repealed. by the
means that almost half of the people who got year 2005 we could have more than 76.000 cor-
to use the loophole in 1991 didn't have to pay porations not paying taxes.
U.S. income taxes. Because the other thing that we should re-

Now that we see the substantial benefits member about 1986 Tax Reform is that to-
this Exclusion can bestow upon a foreign- gether with getting rid of many tax breaks
resident American who takes advantage of for corporation and wealthy individuals, we
it. let us see who those people tend to be. lowered tax rates for everyone—it was a
Well. ft might interest my colleagues to trade off.
know that the total foreign-earned salaries The Alternative Minimum Tax became law
and wages in 1991 for Americans living in in response to the egregious level of tax
Saudi Arabia were the third-highest in the avoidance by many large and profitable cor-
world, right behind the United Kingdom and porations. Indeed the official summary of the
Hong Kong. I am all for Americans making a Tax Reform Act of 1986 states: "Congress
good living, but there is something particu- concluded that the minimum tax should
larly interesting about those living in Saudi serve one overriding objective, to ensure
Arabia: that country charges no income tax that no taxpayer with substantial economic
on those earnings. Thus we have the exact income can avoid significant tax liability by
situation the Budget Committee print warns using exclusions, deductions, and cred-
against: where the foreign taxes are lower its. . . . It is inherently unfair for high-in-
than U.S. taxes, the Exclusion reduces U.S. come taxpayers to pay little or no tax due to
taxes paid: and where higher-than-average their ability to utilize tax preferences." The
earners receive reduced taxes, our income same holds true now. The AMT is still nec-
tax system becomes less progressive. essary to prevent abuses. it has worked, and

But do not stop there. A smattering of un- we should not be effectively repealing it.
organized Americans living in Saudi Arabia The AMT ensures that corporations and in-
is not likely to pack enough political clout dividuals that receive large tax savings by
to be able to protect a taxpayer give-away making use of tax deductions and exemp-
like this one. There must be some other tions pay at least a minimum amount of in-
force here, somebody with money and politi- come tax. In very simple terms this is how it
cal punch. That's where the major multi- works, If corporations and individuals cal-
nationals like the oil companies come in. culate their tax and find that they owe noth-
Through private agreements with their em- ing, the AMT kicks in with a set of rules so
ployees. these corporations arrange to pock- these companies and individuals pay at least
et the windfall that comes to employees something. Under the AMT certain items are
when they are detailed to Saudi Arabia and designated as so-called "preference" and
other low-tax countries and become eligible those items are taxed at the regular rate. If
for the Exclusion. These agreements provide the AMT is higher than the regular tax, the
that when an employee goes to work over- higher alternative tax is the tax that is
seas, the employee's standard of living will owed.
not be changed. While that could mean a The AMT imposes a lower tax rate rather
generous protection for employees in high- than the regular tax rate. However. the AMT
tax countries, in low-tax countries it is the tax applies to a broader range of items in the
employer who is receiving the benefit, this tax base. It negates the benefit of many of
time at the expense of the American tax- the preference and exclusions that a com-
payer. pany or individual might benefit from under

Now it all makes sense. We have this un- the regular income tax system.
justifiable loophole in our tax system so that The Finance Committee provisions of rec-
huge oil companies and other multinationals onciliation make changes to the AMT that
can pocket yet another subsidy. Of course, in some cases would effectively eliminate it.
this subsidy is hidden in the tax code be- According to the Joint Tax Committee these
cause it would be hard (or at least embar- provisions could cost an estimated $9.2 bil-
rassing) for Congress, in the full light of day. lion in corporate tax breaks over then next
to directly subsidize the oil industry—espe- five years. The House-passed version of this
cially under current budget constraints. By provision will costs taxpayers about $25 bil-
eliminating this tax break, we could make lion. so we know that it's only likely to get
the tax system fairer, flatter and simpler— worse if we don't knock out this provision
goals which all of us share. here.

I urge my colleagues to vote for tids Beginning next year the AMT would be re-
amendment. I yield the floor. duced for both corporations and individuals.

It would allow taxpayers to take most of the
ELIMINATE CORPORATE WELFARE BY STRIKING tax writeoffs which are not currently al-
RELAXATION OF ALTERNATIVE MINIMUM TAX lowed under the AMT, such as accelerated
Mr. President, I am offering this amend- depreciation and intangible drilling costs.

ment to strike from the reconciliation bill for purposes of the AMT and thus reduce the
the provision to eliminate the Alternative portion of income that would be taxed under
Minimum Tax (AMT), and to use the billions the AMT. This would effectively eliminate
in savings generated from this amendment the core of the AMT because the tax would
to reduce the federal deficit, be the same under the AMT and the regular

The AMT was put into the law as part of tax system.
the 1986 Tax Reform Act. As many of my col- The bill would allow corporations to apply
leagues will recall. the effort during 1986 tax past payments of the AMT toward the pay-
reform was to simplify the tax code as well ment of future years tax by up to 50%. as
as infuse some elements of fairness into the long as a corporation's tax liability was not
tax code, In 19&4, two years before tax reform below the newly-reduced AMT. Under cur-
became law, the non-partisan research group rent law. corporations are allowed to use
Citizens for Tax Justice did a report that prior tax payments of the AMT to reduce
found 130 of 250 of the major American cor- their current regular tax liability, but only
porations had paid nothing in federal taxes down to the amount of AMT tax. In other
during at least one of the five years from words, Mr. President, this proposal would
1981 to 1985. Among the companies were eliminate the floor that the AMT was sup-
Champion International. Dow Chemical, posed to provide.
Phillips Petroleum, Texaco, Shell, and Mr. President. I believe reconciliation
Mobil. We must not return to that scandal- should be for reducing the deficit. not for
ous record of tax avoidance by relaxing. and giving more aid to dependent corporations in
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the form of new tax breaks for wealthy indi-
viduals and big business. Corporations and
wealthy individuals should not escape their
fair share of the tax burden through tax shel-
ters. In this day of severe budget cuts, when
we are all asked to tighten our belts, we
should not excuse the most wealthy of our
country from that obligation.

To add insult to injury, this legislation
would substantially increases the tax burden
on working families and the poor by restrict-
ing eligibility for the Earned Income Tax
Credit while scaling back the AMT on cor-
porations and wealthy individuals. This is
the quintessential shift of tax burden from
the very wealthy to low and moderate
come working families. How can we in good
conscience increase taxes on 17 million low-
income working families while at the same
time decrease taxes on the wealthiest people
in this country, those making hundreds of
thousand of dollars annually?

During the debate on the balanced budget
amendment, Republicans repeated over and
over again that we need to balance the buds-
et to provide for a better future for our chil-
dren and grandchildren. But now that we
have before us the actual plan for balancing
the budget (which actually will do no such
thing) we can see what they're offering ev-
eryone: a tax cut for the well off, and a high-
er bill for the middle class.

This kind of a tax break benefits the very
high-income people with wealth and power
and clout, and corporations with high-pow-
ered lobbyists. Theyre the big political cam-
paign contributors, the people who spend
$50000 per person to attend small, intimate
dinners to support the pet political causes of
certain politicians; they're the wealthy cor
porate interests who are well-represented in
Washington, while average Americans are
left out in the cold..

Repealing the AMT would undoubtedly
take us back to the days when corporate
America was making billions in profits and
paying little or no tax. That is not the direc-
tion we should be going. It is not good for
the economy and it is not good for the citi-
zens of this country.

Some would argue that the AMT has been
burdensome on business, especially small
business. Some claim that it increases taxes
and thus reduces return on capital and
makes continued investment difficult. They
are wrong. If we are all supposed to be tight-
ening our belts to reduce the budget deficit
and ultimately reach a balanced budget, ask-
ing profitable firms to pay at least some in-
come tax, as everyone else is required to do.
is simple fairness and common sense.

Indeed, our tax code is already filled with
too many tax breaks for special classes or
categories of taxpayers. We should be repeal-
ing those tax breaks instead of considering a
bill that adds more giveaways to the rich
while increasing the burden on the working
families. I think it's a simple question of
fairness. If we are really going to cut billions
of dollars in government spending and other
policy changes to achieve a balanced budget.
then we should make sure that wealthy in-
terests in our country, those who have polit-
ical clout, those who hire lobbyists to make
their case every day here in Washington. are
asked to sacrifice at least as much as regular
middle class folks that you and I represent
who receive Social Security or Medicare or
Veterans benefits.

I urge my colleagues to vote for this
amendment. I yield the floor.

Mr. DOMENICI. Mr. President, we
are 51-percent dependent upon im-
ported oil. If you want to become 100-
percent dependent, just adopt this
amendment.
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This amendment violates the Budget

Act, is not germane. and I make a
point of order under the Budget Act.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable section of that act pursuant
to the pending amendment, and I ask
for the yeas and nays on the motion to
waive the act.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The clerk will call the roll.
The legislative clerk called the roll.
Mr. FORD. I announce that the Sen-

ator from California [Mrs. FEINSTEINI
is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 25,
nays 73, as follows:

[Rollcall Vote No. 521 Leg.]
YEAS—25

lnouye
Kennedy
Kerrey
Kerry
Kohl
Leahy
Levin
Mikuiski
Moynihan

NAYS—73

Dorgan
Faircioth
Ford
Frist
Glenn
Gorton
Graham
Gramm
Grams
Grassley
Gregg
Hatch
Hatfield
Hetlin
Helms
Hutchison
Inhofe
Jeffords
Johnston
Kassebaum
Kempthorne
Ky!
Lautenberg
Lieberman
Lott

NOT VOTING—I
Feinsten

The PRESIDING OFFICER. On this
vote, the yeas are 25. and the nays are
73. Three-fifths of the Senators duly
chosen and sworn, not having voted in
the affirmative, the motion is rejected.

The point of order is sustained, and
the amendment falls.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the mo-
tion was rejected.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI. Mr. President, Sen-
ator ExON and I want about 3 minutes
each to address the Senate with ref-
erence to the process for the remainder
f the time on this bill.

The PRESIDING OFFICER. There is
no time left on the bill. It will take a
unanimous-consent request.
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Mr. DOMENICI. I ask unanimous

consent that I and Senator ExON be
permitted to speak for 3 minutes each
to explain to Senators where we are
and what we expect of them in the next
couple of hours.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
Mr. DOMENICI. Mr. President. let me

explain to the Senators where we are,
and I will then yield obviously to Sen-
ator ExON:

We are next going to vote on the sub-
stitute budget resolution by Senators
SIMON and CONRAD. And then we have
only one amendment left in the so-
called second tier, the tier about which
we have agreed to have 5 minutes on
each side of debate. That is the Roth
Finance Committee amendment. Ex-
cuse me, Senator PRYOR on nursing
homes is next, and SIMON-CONRAD on
the substitute follows that, and the
Roth Finance Committee amendment.
They are circulating parts of it to the
various staff. And I talked to Senator
GRAHAM of Florida. We are trying to
get the staff involved very soon. But
those are the three that are left on
that part.

Then we come to that ominous
group, that nebulous group that is
called third tier. We have invented that
term. But that means all the other
amendments that anybody would like
to offer.

I might mention that we have been
waiting for a list, and we do not have a
list. But the minority leader is work-
ing to try to get that list.

The minority leader and the majority
leader suggest the following: If you
have amendments that you intend to
call up in that period of time when
there is little or no time to discuss
them, we would ask Senators to submit
their amendments to the desk so that
they will be with the clerk, and then
submit them to Senator EXON and Sen-
ator DOMENICI at our desks so that we
will have some idea by the time we fin-
ish tier 2 of what amendments we have
to consider.

It is very important for everyone, to
all Senators—not we as managers—
that we establish some order for that
series of amendments. So I urge that
all Senators who have amendments to
get them to the desk, not have them
circulating around here, and get them
to the manager and the ranking mem-
bers desk here in the Senate.

I yield now to Senator Exor..
Mr. EXON. I agree completely with

what the chairman has said. I simply
remind all that if you file your amend-
ments now in a timely fashion, as we
have indicated, giving a copy to each of
us, when we get into the voting proce-
dures on these amendments we will try
and give priority consideration as near-
ly as possible with regard to how they
were filed to give some incentive for
people to file the amendments.

We are trying to get together. as the
chairman has said, the definitive list
on this side. We do not have a list of all

Akaka
Boxer
Bradley
Bryan
Conrad
Exon
Feingold
Harkin
Hollings

Abraham
Ashcroft
Baucus
Bennett
Biden
Bingaman
Bond
Breaux
Brown
Bumpers
Burns
Byrd
Cam pbe U
Chafee
Coats
Cochran
Cohen
Coverdell
Craig
DAmato
Daschle
DeWine
Dodd
Dole
Domenici

Murray
PcI!
Reid
5arbanes
5imon
5nowe
Welisrone

Lugar
Mack
McCain
McConnell
Moseley-Braun
Murkowski
Nickles
Nunn
Pressler
Pryor
Robb
Rockefeller
Roth
5antorum
shelby
5impson
5mith
5pecter
5tevens
Thomas
Thompson
Thurmond
Warner
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of the amendments that are proposed
on the other side. This is a way to get
that worked Out. Numerous Senators
have come to me and have said. "What
plan should I make with regard to leav-
ing Washington. DC. this weekend?" I
said that is very, very much up in the
air.

I would simply say that my best
guess at the present time is that we
have, as of now, a minimum—I empha-
size the word minimum—on both
sides of the aisle of somewhere around
50 individual separate amendments to
be considered. Multiply that out. Even
at a limited 10-minute timeframe. you
can see we are talking about a mini-
mum of 8 hours of steady voting, which
should give everyone pause for consid-
eration if they have any visions of
leaving sometime this evening for obli-
gations that they have elsewhere.

Therefore, I hope we can continue to
whittle down the amendments. We
have been tremendously successful
thus far on this side. We started out
with about 120. Right now I think we
are down to somewhere between 41 and
45. That is still an awful lot. But we
have come a long, long way, and we in-
tend to go further. Suffice it to say
that if we are going to have the co-
operation that is necessary while al-
lowing each Senator rights as guaran-
teed to offer the amendments, then we
are going to have to have some restric-
tions in the better understanding than
we have right now on both sides with
regard to limiting the amendments.

So I hope that all will agree with the
suggestion made by the chairman,
which I agree with completely. We
have checked this, as I understand it,
with both the minority leader and the
majority leader. At least that is the
best chance we have of moving forward
in as expeditious a fashion as possible.
I use that word advisedly.

Mr. DASCHLE addressed the Chair.
The PRESIDING OFFICER. The mi-

nority leader.
Mr. DASCHLE. Mr. President, I want

to confirm what the ranking member
and the chairman have indicated. The
majority leader and I have talked
about how we are going to proceed now
with the third tier. I urge Senators to
accommodate our two ranking niem-
bers. They have been working with us
very carefully and closely.

I think the only way we can accom-
modate the schedule for the balance of
the day is to do what the chairman has
suggested. We have talked to all of our
colleagues on this side of the aisle. We
know approximately what the list is.
We do not have the text of any of the
amendments. They need to be filed
within the next hour. And then the list
needs to be provided to the ranking
member so we can begin to put the list
in order.

So I urge everyone's cooperation to
allow us to get through this list as ex-
peditiously as we can but also as
knowledgeably as we can. No one on
the Republican side has seen the text
of any of our amendments. We have not
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seen the text of their amendments. The
only opportunity for us to look at the
text is while we are voting on addi-
tional amendments.

So it is important that everyone
come forth and bring their amend-
ments to the desk, and allow us to list
them officially. Then we will begin
considering them.

I thank the Chair.
Mr. GRAHAM addressed the Chair.
The PRESIDING OFFICER. The time

of the Senator from Nebraska has ex-
pired. There are 40 seconds left to the
other side.

Mr. DOMENICI. Would Senator GRA-
HAM like to ask me a question?

Mr. GRAHAM. If the Senator will
yield for a question. does he have any
idea when we will have an opportunity
to get to review the Finance Commit-
tee amendment?

Mr. DOMENICI. Fellow Senators. let
mejust add to what we said heretofore.
I have been asked by Senators what
time we can get out of here. So my
comments are attempting to accommo-
date you. I think sometime within the
next couple of hours we will have made
all the major votes, taken all the
major votes, and will have decided all
the major issues. So I do not think we
should stay around here until 12

o'clock tonight. We are going to do our
best to expedite things.

Mr. GRAHAM. The question is, When
will we have an opportunity to review
the Finance Committee amendment?

Mr. DOMENICI. I just spoke to Sen-
ator ROTH. He said that his staff is
going to exchange views with your
staff and other staff. They are already
going to give you parts of the amend-
ment. which are ready. They are going
to do that right now. And we will just
go from one step to another. But you
will have part of it quickly.

The PRESIDING OFFICER. All time
has expired.

Mr. EXON. I ask unanimous consent
for an additional 30 seconds.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
Mr. EXON. Mr. President. the first

amendment has been handed to both
sides by Senator SIMON, an important
step in the right direction. We hope all
will follow.

Second. I would suggest that if pos-
sible—we cannot insist on this—I
would suggest that Senator SIMON and
all that will follow with this process to
try to add a one- or two-sentence ex-
planation of what their measure is in-
tended to do. That will help expedite
things on all sides.

AMENDMENT NO. 2983

The PRESIDING OFFICER. The next
vote occurs on the amendment of the
Senator from Arkansas. On this ques-
tion, the yeas and nays have been or-
dered.

There are 30 seconds to each side.
Mr. EXON. Mr. President. I yield 30

seconds to the Senator from Arkansas.
The PRESIDING OFFICER. Let us

listen to the Senator from Arkansas
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for 30 seconds. Senators clear the well,
please.

The Chair cannot hear the Senator
from Arkansas.

The Senator from Arkansas is recog-
nized for 30 seconds.

Mr. PRYOR. I thank the Chair.
Mr. President. this amendment is of-

fered by myself and Senator COHEN and
several of our colleagues. This amend-
ment very simply reinstates the nurs-
ing home standards that we adopted in
1987 with a bipartisan effort. These
standards have worked. They have
worked well. They have saved money.
The nursing home industry is not try-
ing to repeal these standards. And we
are going to hear that another proposal
from the other side of the aisle is going
to fix this issue. But I will say. Mr.
President, we have not seen all of the
ramifications. We know that there is a
gaping hole—

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. PRYOR. In the waiver process
and that there are no standards going
to be submitted on the other side.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, Sen-
ator COHEN'S proposal with reference to
this issue is going to be incorporated in
the Republican, in Senator ROTH's, pro-
posal. I urge that Republican Senators
vote against this amendment because
it is going to be taken care of and in
some respects even be better than this
amendment. It will be part of the pack-
age, and we are sorry we cannot give it
to you yet. But it is Senator COHEN's
proposal that is incorporated in the Re-
publican package.

Mr. PRYOR. Mr. President. will the
Senator from New Mexico yield for a
question?

The PRESIDING OFFICER. All time
has expired.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that the Senator
from Arkansas be given an additional
30 seconds.

Mr. PRYOR. I just want to ask a
question. Mr. President.

The PRESIDING OFFICER. Is there
objection to additional time?

Mr. DOMENICI. I will not object this
time, but I really do not think we can
do it every time.

Mr. PRYOR. Mr. President. if I can
ask my friend from New Mexico, is the
so-called nursing home regulation or
standard fix, is this a part of the larger
omnibus Finance Committee package
that none of us have seen?

Mr. DOMENICI. Yes. That is right.
Mr. PRYOR. I thank the Chair.
Mr. DOMENICI. Senators will see it

shortly.
The PRESIDING OFFICER. Is all

time yielded back?
All time is yielded back. The ques-

tion is on agreeing to the Pryor amend-
ment No. 2983. The yeas and nays have
been ordered. The clerk will call the
roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?
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The result was announced—yeas 51.

nays 48. as follows:
[Rollcall Vote No, 522 Leg.]

AMENDMENT NO. 2984

The PRESIDING OFFICER. The next
amendment is the Simon amendment
No. 2984 with 30 seconds for each side.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I ask unan-

imous consent for 1 minute for an ex-
change of views between the man-
agers——

The PRESIDING OFFICER. The Sen-
ate will come to order. There is a re-
quest for additional time. The Senator
from Nebraska wants 1 minute; is that
the request?

Mr. EXON. After consultation with
the two leaders, and the managers of
the bill, it is our feeling——

The PRESIDING OFFICER. Is there
an objection to the Senators request?

Without objection. it is so ordered.
The Senator's request is granted.

The Senator from Nebraska.
Mr. EXON. After consultation with

the two leaders, Senator DOMENICI and
myself. and others, we would simply
say that we have two amendments left
on what we have referred to as tier
two. That is the Simon-Conrad deficit-
reduction amendment, and then the
final one, the Roth Finance Committee
amendment.

We are now on Simon-Conrad. We
will move ahead in the usual fashion. It
is our suggestion then that there be an
agreement that the Roth amendment
will be put indefinitely aside for later
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consideration to give all a chance to
look at some of the details of that, and
allow us to move then to the so-called
tier three category, and begin votes,
and bring up the Roth Finance Com-
mittee amendment at the call of the
chairman.

Mr. GRAHAM addressed the Chair.
The PRESIDING OFFICER. The time

of the Senator from Nebraska has ex-
pired.

The Senator from Florida.
Mr. GRAHAM. Was that in the form

of a unanimous-consent request?
Mr. EXON. No. That is simply to

state what we hope we could do.
The PRESIDING OFFICER. There is

no further time for debate unless you
ask for it. The Senator from New Mex-
ico is entitled to 30 seconds at this
time.

Mr. DOMENICI. Mr. President. I com-
pliment the sponsors of this amend-
ment and make just two observations.
We have heard a lot of debate on the
floor of the Senate that all we needed
to do to save Medicare was $89 billion.
Actually. it is interesting to note that
this Democratic proposal requires $168
billion in savings for Medicare. It is all
too interesting to note that much has
been said about us doing too much on
the programs of senior citizens.

I just say that this amendment has
$268 billion in program reductions that
affect senior citizens. That brings it to
at least the same level as the Repub-
lican package, if not more. We are not
going to vote for it on this side. But we
commend the Senators for their real-
ism in acknowledging that these kinds
of things have to be done.

Mr. EXON. Mr. President. I had
hoped that I would hear from the chair-
man on the suggestion that I made. I
have heard nothing from him on that.
He went into the debate. I have not
yielded the 30 seconds yet that I have,
which I will do.

The PRESIDING OFFICER. The two
leaders on the floor cannot hear one
another. The Senator from New Mexico
does not realize, in the Chair's opinion,
that he had 30 seconds to respond to
the Senator from Nebraska. Does the
Senator wish 30 seconds to respond?

Mr. DOMENICI. To respond to his re-
quest about setting aside this amend-
ment or this bill?

The PRESIDING OFFICER. The Sen-
ator from Nebraska asked for 1 minute.
equally divided, to discuss the question
that he asked the Senator from New
Mexico. Does the Senator wish to re-
spond?

Mr. DOMENICI. Mr. President. with
reference to the Roth amendment, we
will acknowledge that the other side
deserves ample time to review it. We
do not intend to call it up next. We in-
tend to set it aside and provide ample
time for its review. It will be taken up
un due course, but not next under this
list.

The PRESIDING OFFICER. All time
has expired except for 30 seconds.

Mr. EXON. I yield 30 seconds to Sen-
ator SIMON.
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MODIFIcATION TO AMENDMENT NO. 2984

Mr. SIMON. Mr. President, I send a
modification to the desk, and I ask
unanimous consent that I may modify
my amendment.

I. ask unanimous consent to modify
my amendment.

The PRESIDING OFFICER. Is there
objection?

Without objection, the amendment is
so modified.

The modification is as follows:
On page 18 of the amendment delete sub-

title B.
Mr. SIMON. Mr. President, this

amendment is cosponsored by Senators
CONRAD. ROBB, and KERREY. It elimi-
nates the tax cut, reduces the CPI 0.5
percent. which is less than the experts
have recommended. That means, for
the median person on Social Security.
$3.85 a month. For that, you get more
than $100 billion in Medicare, more
than $100 billion in Medicaid. $36 bil-
lion in welfare, and you eliminate the
cuts in education. It has bipartisan
support in the House. and I hope it can
have that here in the Senate.

The PRESIDING OFFICER. All time
has expired. The question is on agree-
ing to amendment No. 2984. as modi-
fied.

The yeas and nays have been ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 19.
nays 80, as follows:

YEAS—19
Akaka
Bradley
Breaux
conrad
Dodd
Feinstein
Glenn

Graham
Johnston
Kerrey
Lcahy
Levin
Lieberman
Moynihan

Nunn
Pell
Pryor
Robb
Simon

NAYS—80
Abraham
Ashcroft
Baucus
Bennett
Biden
Bingaman
Bond
Boxer
Brown
Bryan
Bumpers
Burns
Byrd
campbell
chaf
coats
cochran
cohen
coverdell
craig
DAmato
Daschle
DeWine
Dole
Domenici
Dorgan
Exon

Faircloth
Feingod
Ford
Frtst
Gorton
Gramm
Grams
Grassley
Gregg
Harkin
Hatch
Hatfleld
Heflin
Helms
Hotlings
Hutchison
tnhofe
lnouye
JefTords
Kassebaum
Kempthorne
Kennedy
Kerry
Kohl
Kyt
Lautenberg
Lott

Lugar
Mack
Mccain
Mcconnell
Mikuski
Moseley.Braun
Murkowski
Murray
Nickles
Pressler
Reid
Rockefeller
Roth
Santorum
Sarbanes
ShIy
Simpson
Smith
Sno
Specter
Stevens
Thomas
Thompson
Thurmond
Warner
Welstone

So the amendment (No. 2984) was re-
j ected.

Mr. DOMENICI. Mr. President, I

move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that motion
on the table.

Akaka
Baucus
Biden
Bingaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
Cohen
Conrad
Daschle
DeWine
Dodd
Dorgan
Exon

Levin
Lieberman
Mikuiski
Moseley. Braui
Moynihan
Murray
Nunn
Pen
Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Snowe
Specter
Wellstone

YEAS—51
Feingoid
Feinstein
Ford
Glenn
Graham
Gregg
Harkin
Heflin
Hollings
tnouye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy

NAYS—48
Frist
Gorton
Gramm
Grams
Grassley
Hatch
Hatfield
Helms
Hutchison
tnhofe
Jeff ords
Kassebaum
Kernpthorne
Kyl
Lott
Lugar

amendment

Mack
Mccain
Mcconnell
Murkowski
Nickies
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Stevens
Thomas
Thompson
Thurmond
Warner

(No. 2983)

Abraham
Ashcroft
Bennett
Bond
Brown
Burns
Campbell
Chafee
Coats
Cochran
Coverdell
Craig
DAmato
Dole
Domenici
Faircloth

So the
agreed to.

Mr. EXON. I move to reconsider the
vote.

Mr. JOHNSTON. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

was
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The motion to lay on the table was

agreed to.
CHANCE OF' VOTE

Mr. KYL. Mr. President. on roilcall
vote 518, I voted no." My intention
was to vote "aye." I ask unanimous
consent that I be permitted to change
my vote, which in no way would
change the outcome of the vote.

(The foregoing tally has been
changed to reflect the above order.)

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOLE. If I could inform my col-
leagues where we are and where we are
headed.

The PRESIDING OFFICER. Is the
Senator using leader's time?

Mr. DOLE. I will use my leaders
time.

We are now ready to proceed to the
third tier. So we have some order and
know what we are voting on. I will re-
quest that the two managers each have
30 seconds to explain their amendment.
or maybe they do not need explanation.
The votes on the pending amendments
will be 7½ minutes in length.

The PRESIDING OFFICER. Is there
objection?

Mr. GRAHAM. Reserving the right to
object. Mr. President, the last item on
tier 2, what is going to be its disposi-
tion?

Mr. DOLE. The last item?
The PRESIDING OFFICER. The

Chair advises the Senator from Florida
there is no amendment before the desk.

Mr. GRAHAM. I was asking a ques-
tion. We have been proceeding under a
unanimous-consent request, taking up
amendments under tier 2.

The PRESIDING OFFICER. There is
no time for debate.

Mr. DOLE. Under my leaders time.
we will postpone action on that, and we
have talked to the Democratic leader
and the manager of the bill, and that
gives everybody a chance to look at it.
study it. and bring it up sometime
later.

Mr. GRAHAM. Does the majority
leader have an indication of when we
can see the legislative language?

Mr. DOLE. Probably the time we get
to see the list of tier 3 amendments on
that side.

Mr. GRAHAM. So we have no indica-
tion of when?

Mr. DOLE. As quickly as we can.
The PRESIDING OFFICER. Is there

further debate?
Is there any objection to the request

of the Senator?
Mr. BRADLEY. Would the Chair re-

state the Senator's request?
Mr. DOLE. That the two managers

have 30 seconds to explain the amend-
ments and then have 7½-minute votes.

Mr. SIMON. Reserving the right to
object, why not go to 5 minutes?

Mr. DOLE. It is not possible for the
clerk to do it any more quickly than
7½. plus there is always one or two
that never get the message and are
rolling around out here somewhere.

Mr. WELLSTONE. Reserving the
right to object, did the 1 minute apply
to the Roth?
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The PRESIDING OFFICER. The mi-

nority leader.
Mr. DASCHLE. Mr. President, using

my leader time—
Mr. DOLE. All we have is 7½ min-

utes. so I am asking we have 30 sec-
onds, for the managers to have 30 sec-
onds. I do not include the 7½.

Mr. DASCHLE. Mr. President, using
my leader time, let me emphasize we
have asked all Senators to turn their
lists in. their amendment in—we hope
it is not a list, but an amendment—by
noon. The amendment ought to be filed
by noon, and it ought to be turned in to
the managers by noon.

That is the only way I am going to
put it on a list. If I do not have that
amendment by noon. it is not on the
Democratic list. So it is very impor-
tant everybody cooperate to the extent
that we have 40 minutes, now, to file
the list and compare our lists so we can
get on with our work.

The PRESIDING OFFICER. Is there
objection to the majority leader's re-
quest for 30 seconds on each side before
each amendment?

Mr. GRAHAM. Yes, there is objec-
tion.

The PRESIDING OFFICER. Objec-
tion is heard. There is no further time
for debate.

Mr. DOLE. No debate, no explanation
of amendments. Let us vote.

The PRESIDING OFFICER. Is there
an amendment to present?

The Senator from Pennsylvania.
AINDMENT NO. 2985

(Purpose: To restore funding for Medicare
disproportionate share hospital payments)
Mr. SPECTER. Mr. President I call

up amendment No. 2985. I ask unani-
mous consent there be 1 minute equal-
ly divided to comment on the amend-
ment.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania asks unani-
mous consent for 1 minute on a side to
explain his amendment. Is there objec-
tion?

Mr. DOLE. Wait a minute. There has
already been an objection. I want to be
sure the Senator from Florida has a
right to object to this request.

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Pennsylvania for 1 minute on
each side, to explain his amendment
and to answer that explanation?

Mr. EXON. I reserve the right to ob-
ject. Is the Senator suggesting a dif-
ferent proposal than what the majority
leader did?

The PRESIDING OFFICER. For the
amendment he submitted to the desk.
he asks for 1 minute on a side on his
amendment

Mr. EXON. I object.
The PRESIDING OFFICER. Objec-

tion is heard.
The clerk will report.
The assistant legislative clerk read

as follows:
The Senator from Pennsylvania [Mr.

SPECTER] proposes an amendment numbered
2985.

On page 539, line 16, strike all that follows
through page 541, line 9.
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Mr. SPECTER. Mr. President, I ask

unanimous consent for 15 seconds to
explain this amendment.

Mr. EXON. I object.
The PRESIDING OFFICER. Objec-

tion is heard.
Mr. DOLE. Mr. President, I ask for 30

seconds for the managers on each side
to discuss the amendment.

The PRESIDING OFFICER. Is there
objection?

Mr. SPECTER. I object.
The PRESIDING OFFICER. Objec-

tion is heard.
The question is on the amendment.

All in favor say aye?
Mr. SPECTER. Mr. President, I ask

for the yeas and nays.
Mr. EXON. Mr. President, I suggest

the absence of a quorum.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I suggest

the absence of a quorum.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
Mr. DOLE. Mr. President, I ask unan-

imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. DOLE. Mr. President, let me re-
state my request in a little different
way. which has been cleared by the
Democratic leader and the two man-
agers: That there be 30 seconds by each
manager to explain the amendment,
unless they designate the sponsor of
the amendment to make that 30-second
explanation.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The Chair is in doubt. That applies to
all further amendments on this bill, is
that correct? Does that apply to all
further amendments on this bill?

Several Senators addressed the
Chair.

Mr. DOLE. Yes, except the Roth
amendment.

The PRESIDING OFFICER. Except
the Roth amendment. With the excep-
tion of the Roth amendment. that is
the order for the balance of this bill.
All amendments, 30 seconds to each
side. The managers to have the right to
designate the sponsor or principal ob-
j ector?

Mr. DOLE. Right. We would hope
they would cooperate with the man-
agers and let the managers give a very
short explanation. I think the man-
agers are prepared to do that. We are
just trying to move the bill along. This
will accommodate those who feel
strongly about their amendments.

The PRESIDING OFFICER. Is there
objection?

Mr. BYRD. Mr. President, reserving
the right to object, I do not object. The
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point is that, if an objection is made.
there will be no time.

The PRESIDING OFFICER. That is
correct. If there is an objection. there
will be no time.

Is there an objection?
Without objection, it is so ordered.
Mr. SPECTER addressed the Chair
The PRESIDING OFFICER. The Sen-

ator has no time. The manager has to
designate the sponsor.

Mr. DOMENICI. I yield 30 seconds to
Senator SPECTER.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania.

Mr. SPECTER. Mr. President. this
bill cuts out—if there may be order.
Mr. President—this bill cuts out $14.5
billion from disproportionate share
payments, and indirect medical edu-
cation which cripples the major hos-
pitals and the major teaching institu-
tions. And this amendment reinstatgs
$4.5 billion.

I yield back the remainder of my
time.

The PRESIDING OFFICER. Time is
yielded back.

Mr. EXON. I yield 30 seconds to the
Senator from West Virginia.

Mr. DOMENICI. In opposition?
The PRESIDING OFFICER. In oppo-

sition to the amendment?
Mr. ROCKEFELLER. I am speaking

in favor of the amendment.
The PRESIDING OFFICER. No.

There is no time for that.
Mr. EXON. Is there anyone who seeks

to speak in opposition?
The PRESIDING OFFICER. That i;

not the agreement. The Senator from
Nebraska has the time to designate the
spokesman in opposition to the amend-
ment.

Mr. EXON. I yield 30 seconds to the
majority leader.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. DOLE. Mr. President, this would
just throw out all of the effort we
spent—weeks and weeks trying to deal
with this issue. It would put $4.5 billion
back into the pot. We have had all this
redistribution. We have worked on it
very hard in a bipartisan way.

I hope this amendment will be sound-
ly defeated. I regret that it is not sub-
ject to a point of order. But it is a mo-
tion to strike.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

Is there a request for the yeas and
nays?

Mr. SPECTER. I request the yeas and
nays. Mr. President.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment of the Senator from Pennsylva-
nia. On this question. the yeas and
nays have been ordered, and the clerk
will call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?
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The result was announced—yeas 47.

nays 52, as follows:
[Rollcall Vote No. 524 Leg.]

YEAS—47
Akaka Ford Mack
Baucus Glenn Mikulski
Biden
Bingaman
Boxer
Bradley

Graham
Harkin
Heflin
Hollings

Moseley-Braun
Moynihan
Murray
Nunn

Breaux
Bryan
Bumpers
Byrd
Conrad
Iaschle
Iodd
Iorgan
Exon

lnouye
Jellords
Johnston
Kennedy
Kerrey
Kerry
Lautenberg
Leahy
Levin

Fell
For
Reid
Robb
Rockefeller
Sarbanes
Simon
Specter

Feinstein Lieberman Weilstone

NAYS—52
Abraham Feingoid McCain
Ashcrolt Frist McConnell
Bennett Gorton Murkowski
Bond Gramm Nickles
Brown Grams Fressler
Burns
Campbell
Chalee
Coats
Cochran
Cohen
Coverdell
Craig
[)Amato
I)eWine

Grassley
Gregg
Hatch
Hatfield
Helms
Hutchison
Inhole
Kassebaum
Kempthorne
Kohl

Roth
Santorum
Shelby
Simpson
Smith
Snowe
stevens
Thomas
Thompson

IoIe Kyl Thurmond
Iomenici Lott Warner
Faircioth Lugar

So. the amendment (No. 2985) was re-
jected.

Mr. EXON. Mr. President. I move to
reconsider the vote.

I move to lay that motion on the
table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
Chair has been requested to ask Sen-
ators to stay Out of the well during de-
bate.

Is there an amendment?
Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
AMENIMENT NO. 2992

(Purpose To amend title 4 of the United
States Code to limit State taxation of cer-
tain pension income)
Mr. EXON. Mr. President. the follow-

ing has been cleared by the majority
manager.

Mr. President. on behalf of the Sen-
ator from Nevada. Senator REID. I send
an amendment to the desk on source
taxation and ask unanimous consent
that further reading of the amendment
be dispensed with: that the amendment
be agreed to. and that the motion to
reconsider be laid upon the table.

The PRESIDING OFFICER. Is there
objection? Without objection. it is so
ordered.

So the amendment (No. 2992) was
agreed to. as follows:

At the end of subchapter E of chapter 1 of
subtitle J of title XII. insert the following
new section:
SEc. . LIMITATION ON STATE INcOME TAX-

ATION OF cERTAIN PENSION IN-
cOME.

(a) IN GENERAL—Chapter 4 of title 4. Unit-
ed States Code, is amended by adding at the
end the following:
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' 114. Limitation on State income taxation of

certain pension income
(a) No State may impose an income tax

on any retirement income of an individual
who is not a resident or domiciliary of such
State (as determined under the laws of such
State).

(b) For purposes of this section—
(1) The term retirement income means

any income from—
(A) a qualified trust under section 401(a)

of the Internal Revenue Code of 1986 that is
exempt under section 501(a) from taxation:

(B) a simplified employee pension as de-
fined in section 408(k) of such Code:

(C) an annuity plan described in section
403(a) of such Code:

(D) an annuity contract described in sec-
tion 403(b) of such Code:

an individual retirement plan de.
scribed in section 7701(a) (37) of such Code;

(F) an eligible deferred compensation
plan (as defined in section 457 of such Code):

(G) a governmental plan (as defined in
section 414(d) of such Code):

(H) a trust described in section 501(c) (18)
of such Code: or

(I) any plan. program. or arrangement de-
scribed in section 3121(v)(2)(C) of such Code.
if such income is part of a series of substan-
tial equal periodic payments (not less fre-
quently than annually) made for—

(i) the life or life expectancy of the recipi-
ent (or the joint lives or joint life
expectancies of the receipient and the des-
ignated beneficiary of the recipient). or

(ii) a period of not less than 10 years.
Such term includes any retired or retainer
pay of a member or former member of a uni-
form service computed under chapter 71 of
title 10. United States Code.

(2) The term income tax' has the mean-
ing given such term by section 110(c).

(3) The term State includes any political
subdivision of a State. the District of Colum.
bia, and the possessions of the United States.

(c) Nothing in this section shall be con
strued as having any effect on the applica-
tion of section 514 of the Employee Retire-
ment Income Security Act of 1974..

(b) CONFORMiNG AMENDMENT—The table of
sections for chapter 4 of title 4. United
States Code, is amended by adding at the end
the following:

114. Limitation on State income taxation of
certain pension income".

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to amounts
received after December 31. 1994.

AMENIMENT NO. 2993

(Purpose: To provide for additional technical
and conforming amendments related to the
merger of the Bank Insurance Fund and
the Savings Association Insurance Fund,
and for other purposes)
The PRESIDING OFFICER. The bill

is open to amendment.
Is there an amendment?
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. I send

a technical amendment to the desk on
behalf of the Banking Committee and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico IMr. DOMEN-

iciJ. for Mr. D'AMATO. proposes an amend-
ment numbered 2993.

Mr. DOMENICI. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.



The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in todays RECORD under 'Amend-
ments Submitted.')

Mr. DOMENICI. Mr. President, this is
agreed to on both sides. I ask that the
amendment be agreed to and the mo-
tion to reconsider be laid upon the
table.

The PRESIDING OFFICER. Without
objection, it is so ordered.

So the amendment (No. 2993) was
agreed to.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The bill

is open to amendment.
AMENDMENT NO. 994

Mr. DOMENICI. Mr. President, I have
an amendment for Senators HUTCHISON,
MCC.jN. LIEBERMAN, and others. It has
been cleared on both sides, as I under-
stand it. I send it to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico [Mr. D0MEN-

]clJ. for Mrs. HIfrcl-IIS0N. Mr. McCAiN, Mr.
L1EBERMAr. Mr. STEVENS, and Mr. LEVIN.
proposes an amendment numbered 2994.

Mr. DOMENICI. I send that amend-
ment to the desk and ask unanimous
consent that further reading be dis-
pensed with, the amendment be agreed
to, and the motion to reconsider be laid
upon the table.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BRADLEY. Mr. President. re-
serving the right to object.

The PRESIDING OFFICER. The Sen-
ator reserves the right to object.

Mr. BRADLEY. Will the Senator
state what the amendment is?

The PRESIDING OFFICER. If the
Senate will be in order, the Senator did
state that he had an agreement from
both sides.

Mr. BRADLEY. Will the Senator
state what the amendment is?

The PRESIDING OFFICER. Did the
Senator from New Mexico hear the
Senator's request?

Mr. DOMENICI. He wants to know
what is in the amendment.

This is a sense of the Senate with ref-
erence to Yugoslavia that has been
cleared on all sides.

Mr. BYRD. Mr. President, unless we
have an understanding of what this
amendment is, I object.

The PRESIDING OFFICER. Objec-
tion is heard.

The clerk will read the amendment.
The legislative clerk read as follows:
Sense of the Senate on continued human

rights violations in the former Yugoslavia.
Mr. DOMENICI. Mr. President. I ask

unanimous consent that reading of the
amendment be dispensed with.

Mr. BYRD. Mr. President. I object.
The PRESIDING OFFICER. Objec-

tion is heard. The Senate will be in
order.

Mr. DOMENICI. Mr. President. can
we withdraw the amendment.

Mr. DOLE. Withdraw the amend-
ment.
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The PRESIDING OFFICER. It will

take unanimous consent to withdraw
the amendment.

Mr. DOMENICI. All right, let us pro-
ceed.

The PRESIDING OFFICER. Stop the
reading.

Mr. DOMENICI. I ask unanimous
consent that we be permitted to with-
draw the amendment.

The PRESIDING OFFICER. Is there
objection? Without objection, the
amendment is withdrawn,

So the amendment (No. 2994) was
withdrawn.

Mr. DOMENICI. I did not do that be-
cause I oppose the substance. I just do
not want to set a pattern that we are
going to waste a lot of time on amend-
ments so that is why I withdraw it.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
AMErJ1DMENT 2988

(Purpose: To strike the provision authorizing
Oil and gas development in the Arctic Na.
tional Wildlife Refuge while preserving a
balanced budget by 2002)

Mr. EXON. Pursuant to the previous
agreement. the Senator from Montana
has submitted an amendment to the
desk. I would hope that it would be the
time when we could let him offer that
amendment, and I yield 30 seconds for
that purpose to the Senator from Mon-
tana.

The PRESIDING OFFICER. The bill
is open to amendment.

Mr. DOMENICI. Mr. President. do we
have that amendment?

I do not believe we can proceed in
this manner. I could not possibly take
30 seconds in opposition because I do
not have the amendment.

The PRESIDING OFFICER. The
amendment is at the desk.

Is the Senator from Montana calling
up his amendment?

Mr. BAUCUS. Mr. President. I call up
my amendment,

The PRESIDING OFFICER. Which
number does the Senator call up?

Mr. BAUCUS. It is the ANWR amend-
ment. Mr. President.

Mr. DOMENICI. OK. let us proceed.
The PRESIDING OFFICER. The

clerk will report.
The assistant legislative clerk read

as follows:
The Senator from Montana [Mr. BAUcUS].

for himself, Mr. ROTH, Mr. LIEBERMAN. Mr.
WELLST0NE. Mr. BIDEN, and Mr. LAUTErBERG,
proposes an amendment numbered 2988.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 272. strike line 21 and all that fol-

lows through page 293, line 22.
On page 161. strike line 3 and all that fol-

lows through page 178, line 7.
The PRESIDING OFFICER. Thirty

seconds on each side.
Mr. BAUCUS. Mr. President, this

amendment strikes the provision open-
ing the Arctic National Wildlife Refuge
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to oil and gas drilling. To offset the
loss of revenue from ANWR drilling
and to keep the budget balanced in
2002. the amendment also strikes the
sale of the naval petroleum reserves.

Opening Arctic Wildlife Refuge to oil
drilling will seriously disrupt precious
natural resources, will do nothing to
enhance our energy independence, and
it will not generate the amount of rev-
enue that the proponents claim.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, this
would increase the deficit by nearly $3
billion over the next 7 years. I think
everybody knows the issue with ref-
erence to ANWR.

The PRESIDING OFFICER. Is all
time yielded back?

Mr. DOLE. I move to table.
The PRESIDING OFFICER. Is all

time yielded back?
Mr. DOMENICI. Yes, we yield it

back.
The PRESIDING OFFICER. All time

is yielded back.
Mr. DOLE. Move to table.
Mr. DOMENICI. I move to table the

amendment and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 51.
nays 48, as follows:

Qctober 27, 1995

[Rollcall Vote No. 525 Leg.}
YEAS—51

Abraham Faircloth Ky
Akaka Ford Lott
Ashcroft Frist Lugar
Bennett Gorton Mack
Bond Gramm Mccain
Breaux Grams Mcconnc1l
Brown Grassley Murkowski
Burns Gregg Nickles
campbell Hatch Prcsslcr
coats Hatfield 5antorum
cochran Heflin shelby
coverdell Helms simpson
craig Hutchison 5mith
DAmato Inhofc 5tcvens
DcWine Inouye Thomas
Dole Johnston Thurmond
Domcnici Kempthorne Warner

NAYS—48
Baucus Fcnstcin Moscicy-Braun
Biden Glenn Moynihan
Bingaman Graham Murray
Boxcr Harkin Nunn
Bradlcy Hollings Pcfl
Bryan Jeffords Pryor
Bumpers Kassebaum Rcid
Byrd Kenncdy Robb
chafee Kcrrey Rockefeller
cohen Kerry Roth
conrad Kohl 5arbancs
Daschle Lautenbcrg 5imon
Dodd Leahy 5nowe
Dorgan Levin Specter
Exon Lieberman Thompson
Fcingold Mikuiski Welistonc

So the motion to table the amend-
ment (No. 2988) was agreed to.

Mr. EXON. Mr. President. I move to
reconsider the vote.
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Mr. DOMENICI. I move to lay that

motion on the table.
The motion to lay on the table was

agreed to.
The PRESIDING OFFICER. The bill

is open to amendment.
Mr. DOMENICI. Mr. President. I ask

unanimous consent that I may proceed
for 1 minute.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOMENICI. Mr. President. let me
say to Senators who contemplate offer-
ing amendments that unless we have
seen a copy of the amendment before
you offer it. we are going to offer a sec-
ond-degree amendment, because there
is no way to state the case if we have
never seen it. We have three now that
we have seen that are the next three. I
am dealt this process; I did not invent
it. but we are stuck with it. We are
going to make it as orderly as we can.
I do not like the disorder that exists in
the Senate. but I cannot do anything
about it. I am not going to vote on ax
amend ment that I have not seen. There
will be a second-degree offered and w
will vote on that.

So get the amendments in. It is only
in fairness to all of us. I yield back any
time I have.

Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The Sen

ators will clear the well.
Mr. EXON. Mr. President. I ask for 30

seconds for an inquiry to the chairman.
The PRESIDING OFFICER. Is there

objection?
The Senator from Nebraska is recog-

nized for 30 seconds.
Mr. EXON. Mr. President. so that we

can proceed in an orderly manner.
there is a second Baucus amendment
regarding Medicare that I understand
has been delivered to that side, is that
correct?

Mr. DOMENICI. Yes, it has.
Mr. EXON. Would it be in order to

bring that up then?
The PRESIDING OFFICER. Yes.
Mr. BAUCUS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Montana is recognized.
AMENDMENT NO. 2991

(Purpose: To make various modifications to
the tax provisions and transfer the result-
ing revenues to the Medicare trust fund)
Mr. BAUCUS. Mr. President. I send

an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Montana IMr. BAucusj
proposes an amendment numbered 2991.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 1469 strike lines 8 through 11. and

insert the following:
(a) ALLOWANCE OF CREDIT.—
(1) IN CENERAL.—There shall be allowed as

a credit against the tax imposed by this
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chapter for the taxable year an amount
equal to the applicable amount multiplied by
the number of qualifying children of the tax-
payer.

(2) APPLicABLE AMOUNT—For purposes of
paragraph (1). the applicable amount shall be
determined in the following table:

Applicable
'Taxable year: Amount:

1996 $400
1997 450

1998 and thereafter ................. 500."

On page 1470. line 7. strike "$110,000" and
insert $90,000'

On page 1470. line 9. strike "$75,000' and in-
sert '$55.000••

On page 1470. line 11. strike '$55,000" and
insert $45,000''.

On page 1472, strike the table between lines
10 and 11. and insert the following:
For taxable years The applicable dollar
beginning in cal- amount is—
endar year—

1996 $6,700
1997 7.050
1998 7.400
1999 7.850
2000 8.100
2001 8.500
2002 9.000
2003 9.400
2004 9.850
2005 and thereafter 10.800.'

On page 1530. strike lines 2 through 5. and
insert the following:

(a) GENERAL Rui. If for any taxable year
a taxpayer other than a corporation has a
net capital gain. 50 percent of the first
$100000 of such gain shall be a deduction
from gross income.

On page 1547. beginning on line 20, strike
all through page 1550. line 12.

On page 1551. beginning on line 4. strike all
through page 1553. line 10.

On page 1867. after line 20. insert the fol-
lowing:
SEC. 12879. DEPOsIT ADDITIONAL REvENUEs IN

MEDICARE TRUST FUNDS.
There is hereby authorized to be appro-

priated and is appropriated for each fiscal
year an amount equal to the increase in rev-
enues for such year as estimated by the Sec-
retai-y of the Treasury resulting from the
amendments made by amendment no.

_______

offered on October

_______,

1995.

with respect to the Balanced Budget Rec-
onciliation Act of 1995 to be deposited in the
Federal Hospital Insurance Trust Fund and
the Federal Supplementary Medical Insur-
ance Trust Fund in amounts which bear the
same ratio as the balances in each Trust
Fund.

Mr. BAUCUS. Mr. President. this
amendment strikes the provision of the
reconciliation bill that would open the
Arctic National Wildlife Refuge up for
oil drilling. As an offset, it strikes the
provision of the bill that authorizes the
sale of the Naval Petroleum Reserve.
So it preserves the balanced budget in
2002.

Let me explain why Members should
support the amendment.

Weve heard a lot of talk, during the
budget debate, about the future. About
how we should sacrifice today so that
our children and grandchildren can
benefit tomorrow.

Thats well and good. But opening
the Arctic National Wildlife Refuge to
oil drilling goes in exactly the opposite
direction. It puts profits ahead of pru-
dence. As a result, it risks causing seri-
ous harm to one of our national treas-
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ures. squandering the natural resources
that we leave to future generations.

And there's another thing. Opening
the refuge to oil drilling is yet another
example of public lands policies that
favor special interests over the inter-
ests of ordinary American families. It
opens the Refuge up to drilling. At
whose expense? The people who want to
hunt, fish, and otherwise enjoy the nat-
ural beauty there.

Proponents of oil drilling argue that
it will enhance our energy security.

They argue that it will reduce the
Nation's budget deficit. And they argue
that it won't really pose significant
risks to the refuge or its wildlife re-
sources.

I disagree. Let me take the argu-
ments in turn.

First, energy security. According to
a 1995 assessment by the U.S. Geologi-
cal Survey, oil and gas reserves under
the refuge may be only about half as
large as previously thought. Further-
more. economic analyses show that a
lot of the oil won't even be used here in
the United States. Instead, if the bills
lifting the ban on oil exports passed by
the House and Senate are enacted into
law, the oil will be shipped overseas. As
a result, oil drilling in the Arctic Wild-
life Refuge has little, if anything. to do
with energy security.

Second. the budget deficit. The Office
of Management and Budget has con-
cluded that oil and gas development in
the refuge would produce significantly
less revenue than predicted by CBO.
0MB looked at updated estimates of
the amount of recoverable oil reserves.
It looked at projected oil prices. And
0MB concluded that drilling likely
would generate only $850 million. 35
percent less revenue than predicted by
CBO.

And that assumes that taxpayers get
the revenue. But if the State of Alaska
successfully asserts a claim that it is
entitled to 90 percent of all revenues.
Federal revenues will decline to about
$170 million.

Third, the environmental impact.
The Arctic National Wildlife Refuge is
unique. It's been referred to. for good
reason, as "America's Serengeti." More
than 150.000 caribou migrate through
the refuge, bearing their young on the
coastal plain. The caribou are an im-
portant source of food for the native
people who live near the refuge and de-
pend on the land to sustain their way
of life. In addition, the refuge supports
a spectacular array of other wildlife.
including polar bears, grizzly bears,
wolves, and snow geese.

0MB has stated that 'exploration
and development activities would bring
physical disturbances to the area, un-
acceptable risks of oil spills and pollu-
tion. and long-term effects that would
harm wildlife for decades."

Recent opinion polls demonstrate
that the American people—by a margin
of more than 2 to 1—oppose opening up
the refuge to oil and gas development.
I urge members to vote for prudence
and for open access to public lands. I
urge them to vote for this amendment.
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Mr. BURNS. Mr. President. I rise

today in support of the reconciliation
provision to open a small part of the
Arctic National Wildlife Refuge to
competitive leasing for oil and gas ex-
ploration and development. Like many
of the other issues we have addressed
on this floor in the past ferw weeks,
this issue has generated a lot of emo-
tion. We hear about destroying the
pristinity of the refuge, the threat to
the wildlife of the area, the irreversible
changes that such development will
cause, the mortal wounding of a na-
tional treasure. This is one of the most
controversial provisions of the rec-
onciliation package, and the President
has threatened a veto over it. The
irony is that there is no reason for this.
In the final measure, all of the argu-
ments and objections that have been
raised over the leasing in ANWR come
to nothing. These objections just don't
hold water, and I'll tell you why.

The environmental concerns have
been raised before, and found wanting.
All of the research done on oil develop-
ment on the North Slope proves that
such development can occur without
having an adverse effect on wildlife. As
a matter of fact, the caribou herds
have not only survived during the near-
ly 30 years of oil development in the
Prudhoe Bay area, they have shown
strong grown. Some people predicted
that the caribou would be disturbed by
the development, particularly the pipe-
line. They argued that the caribou
would not cross it and therefore the
range of the herd would be cut in half,
they would not be able to get to their
calving areas and the herd would suf-
fer. Because of the concern over this
possibility, the oil companies buried
portions of the pipeline at great ex-
pense and effort. This has proven to
have been a waste of time and money.
The caribou were not scared by the
pipeline, they did not even ignore it.
The fact it they use it. Biologists have
found that caribou enjoy the heat that
the pipeline provides during the cold
winter months, and they can even be
found taking advantage of the shade
that it provides during the summer on
this treeless plain. Some predicted that
caribou would be trapped by the pipe-
line, and that predators would change
their behavior to take advantage of the
pipeline. But this has not happened ei-
ther. There has been very little effect
on the wolves or bears in the area.
Some said that waterfowl and other
birds such as hawks and falcons would
avoid the area because of the develop-
ment. Again, this has not happened.
Each year thousands of waterfowl and
other birds nest in the Prudhoe area. In
fact, there has never been a incident of
what could even approach being called
serious environmental damage in the
North Slope oil fields.

This environmental record has been
established using old technologies. The
methods for oil development on the
North Slope have improved to the
point that the direct impact area, or
footprint of development, will only be
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a small part of what it has been at
Prudhoe Bay. New slant drilling tech-
niques allow wells to reach farther
than they could before. Drilling meth-
ods now allow 12 wells to be drilled
where only one could be drilled before.
And the size of the drill pads have been
reduced to one eighth of what was
needed at Prudhoe. Not only are the
drill pads smaller, but there will be
fewer of them and they will be spaced
farther apart than at Prudhoe. The ac-
tual footprint at ANWR will only be
about 3,000 acres. That is not much
land to commit for all of the benefits
that development will provide. We have
learned how to improve other aspects
of oil development technology through
our experiences at Prudhoe and other
Arctic oil fields as well. Arid this tech-
nology is getting better every day. The
result is that there is even less poten-
tial of environmental damage at ANWR
than there was at Prudhoe. And there
has not been any environmental dam-
age at Prudhoe.

Objections have been raised because
of the presumed effect on the native
peoples of the region. But the truth is
that there is no conflict with the sub-
sistence lifestyle of native Americans.
The North Slope residents have grown
up with oil development, and they have
not suffered a reduction on their reli-
ance on the caribou herds. The people
of Barrow have stated in hearings be-
fore the Senate that development has
improved their lives. It has provided
them with the capability of developing
community services that other Ameri-
cans take for granted. North Slope
residents will be the most directly af-
fected by oil development, arid they
support development of ANWR. And
this is not because they have been
bought off, bullied or coerced by the oil
moguls. They are not ignorant on this
issue. The fact is that they have seen
what oil development will do to their
land. They have watched it for almost
three decades. And they know what it
will not do. It will not destroy the land
that they love, like some people keep
who have never even seen the area keep
trying to tell them. They know that.

The alternative energy argument is
bogus as well. Sure. we need to develop
alternative sources of energy. Sure. we
need to continue to progress and im-
prove our use of resources. Sure, we
want to become more energy efficient.
But there are no magic solutions. We
are not going to replace oil products in
our economy overnight. Petroleum will
continue to be a primary source of en-
ergy and other products for us in the
foreseeable future. Millions of people
are dependent on petroleum products.
and anyone who thinks that this is
going to change soon is badly deceiving
themselves. To supply this demand we
are now importing more oil than we
are producing. Production of our older
fields like Prudhoe Bay is declining.
Without bringing new domestic sup-
plies on line, this will only get worse.
Petroleum is crucial to our way of life.
and we are becoming more dependent
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on the production of foreign nations,
some much less stable than ours. If you
want to know what this means to us,
just think about what happened back
in the seventies with the oil cartel, or
what might have happened if we had
not stopped Saddam Hussein.

This raises the issue of the effect of
development of ANWR on the economy.
Under our present situation with the
trade and budget deficits the economic
argument is obvious. We need to open
ANWR. There is no other conclusion.
Leasing ANWR will benefit the econ-
omy in almost every aspect. It will re-
duce the budget deficit by bringing
over $1 billion to the Treasury over the
next 5 years. It will reduce the trade
deficit by reducing our dependence on
foreign oil. That money will remain at
home to strengthen our own economy
and provide good jobs to our own cit i-
zens, jobs that are now going overseas.
These are jobs that we need. It will cre-
ate over 75.000 directly related, high
paying jobs in the oil industry. It will
create as many as three quarters of a
million new jobs, directly and indi-
rectly. throughout the Nation. As a re-
sult of all of this. opening ANWR will
stimulate other sectors of the economy
as well. Without opening ANWR all of
this will be lost. And our trade deficit
will just get worse. We will be less able
to pay our debts.

The arguments of the outspoken in-
terest groups on this issue anger me,
not just because, like with Prudhoe
Bay, they are untrue, and these groups
know it. What really angers me is the
hypocracy of their arguments. These
people rely on oil products, just like
everyone else. They heat their homes
and drive cars just like the rest of us.
They use plastic products just like you
and me. They take vacations and recre-
ate using planes and trains and boats
just like everyone else. And yet they
somehow feel justified. in fact sanc-
timonious. about opposing our develop-
ment of oil resources. This in spite of
the fact that we have the most envi-
ronmentally sensitive laws in the
world. We have the best record of being
able to produce oil with the least envi-
ronmental risk. The reality is that we
will continue to use oil products. Keep-
ing ANV1R is not going to reduce the
demand for oil in this country, we will
just import what we need from other
countries. For some irrational reason
opponents would rather see us do that,
would rather see the environmental
degradation that happens in other
countries. than see us develop our own
resources under our tight environ-
mental controls, They would rather see
the benefits of development go to other
countries. than allow those benefits to
remain here at home. That is the
hypocracy that I find so distasteful. It
has damaged us. It has damaged the
citizens of my State of Montana. And I
look forward to this Congress doing
something about it, doing the right
thing for the country. and opening
ANWR to leasing.
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Mr. LEAHY. Mr. President. America

knows that drilling the Arctic National
Wildlife Refuge to balance the budget
is wrong. Common sense and a basic
concern for the environment is all you
need to come to this conclusion. Nw
all we have to do is convince the Sen-
ate of the right thing to do. I am dis-
appointed at the difficulty of what
should be a simple task.

The refuge is one of a kind—in fact.
it is the last of its kind. The Alaska
National Wildlife Refuge is the only
place we have left that resembles the
kind of land that gave birth to our Na-
tion centuries ago.

I wonder how many people realize
that outside this chamber. 500 years
ago. the first Americans could hunt
bison and elk in the open forests on the
banks of the Potomac. I wonder how
many people remember that outside
this building passenger pigeons used to
roost in American chestnut trees,
sometimes in flocks of thousands.

Today the bison and elk are gone. the
passenger pigeon is extinct, and the
American chestnut has been wiped Out
in this region by an exotic disease. The
first Americans would not recognize
this place.

Now we turn to a remote corner of
our country, the last expanse of true
wildness left, and Congress is saying
we need that too—to balance the

budget."
To me it takes only a simple sense of

decency. respect and history to know
that drilling ANWR is the wrong thing
to do. but there are many other reasons
that support the American public's op-
position to this provision.

First of all, drilling for oil in Alaska
isjust a tiny drop in the deficit bucket.
The leasing revenues will contribute
only one-fifth of 1 percent of the budg-
et gap. provided the residents of Alaska
do not sue for a 90 percent share of the
royalties. Even the $1.3 billion revenue
estimate is flawed because it assumes
we will make about $30 a barrel when
the rest of the world is actually paying
only $20 a barrel. Add to that the fact
that the production estimates are Out-
dated. and it is clear that we are sell-
ing the orchard for an apple.

Second. we should ask ourselves why
the residents of the other 49 States
should chip in to support Alaska's wel-
fare state. Alaska is a State that col-
lects no income tax, collects no sales
tax, pays each man, woman and child
almost $1000 a year just for being
there, has $18 billion in the bank, and
enjoys the highest Federal spending
per capita. And now the State has
come to Congress to ask the American
people to dedicate another $1.3 billion
to support their welfare state.

Third, we have to look at the huge
environmental cost of lacing the arctic
plain with truck roads. gravel drill
pads. and pipelines. Some argue that
Prudhoe Bay proves that drilling can
be done in an environmentally sound
way. But what is so environmentally
benign about 500 oil spills a year. air
pollution that exceeds the total emis-
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sions of six States, pushing millions of
gallons through a rapidly deteriorating
pipeline. and littering 9,402 acres of
arctic tundra with oil rigs and roads?
Prudhoe Bay does not have a track
record to emulate.

The Senate should also consider the
impact of oil wells on wildlife and peo-
ple that use the refuge. The coastal
plain is the cradle of life for birds that
migrate from four different continents,
160,000 caribou that migrate between
nations, polar bears. musk ox, grizzly
bears. and the Gwich'in Indians. The
global significance of the resource is
recognized in international agreements
including the 1987 Canada-United
States Agreement on the Conservation
of the Porcupine Caribou Herd and the
Agreement on the Conservation of
Polar Bears. The Arctic National Wild-
life Refuge is, after all, supposed to be
refuge for wildlife, not a refuge for des-
perate Senators looking to fund a tax
cut.

Fifth, we should recognize the parody
of drilling for 90 days worth of oil to re-
duce our dependence on oil. It is like
curing an alcoholic by serving him
vodka instead of his usual whiskey. Na-
tional security is not served by simply
defering our dependence on foreign oil
for a mere 90 days. If this same Con-
gress had funded the President's budget
for energy conservation and efficiency
and refused to gut efficiency standards
with environmental riders we would
have saved more oil than could be
drilled in ANWR. Energy conservation
is not a quick fix, it sticks with us for
good.

Sixth, I object to the backdoor proc-
ess to that is being used to pass a law
that could not survive the light of day.
Drilling for oil in the Alaska Wildlife
Refuge has been a controversial issue
for almost 10 years. This is not a rea-
son to sneak it into the budget resolu-
tion through a legislative trick,

Finally. the Alaska National Wildlife
Refuge is an American treasure that
does not belong to us. It is the heritage
of our country. Just as Vermonters rec-
ognize a responsibility to pass on a
clean Lake Champlain. our best trout
streams, and the Green Mountain Na-
tional Forest to future generations.
Vermonters recognize a responsibility
to pass on North America's Arctic
plain to future generations.

Despite overwhelming public
oppostion, this bill trades an American
treasure for $1.3 billion, a mere trinket
in a trillion dollar package. We can not
let this Congress drill ANWR to bal-
ance the budget. I urge bi-partisan sup-
port of this amendment.

Ms. MIKULSKI. Mr. President, I rise
today in support of the Baucus amend-
nient to strike the provision in the En-
ergy Committee's reconciliation in-
structions which opens the Arctic Na-
tional Wildlife Refuge to oil drilling
activity.

The Arctic Wildlife Refuge is one of
this Nations last great wilderness
areas. I have often said that we must
forge an environmental ethic in our so-
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ciety—that we must preserve Ameri-
ca's natural treasures for generations
to come, We are the stewards of this
land, We are the ones responsible for
ensuring that some part of our planet
remains for our children,

Protecting our wilderness yields ben-
efits in ways that we do not always see.
Scientists will tell you that a vast
amount of the medicines that we take
for granted today were first discovered
in nature, The Arctic National Wildlife
Refuge is unique among America's di-
verse climate, The secrets this un-
spoiled land holds may well provide us
with benefits beyond what any of us
can imagine now,

Some would have us believe that this
is just an economic issue. I would dis-
agree based on the hundreds of letters
and phone calls I have received from
Marylanders who are concerned about
opening this land to drilling. I have
heard from the native people. both in
the United States and Canada, whose
culture and livelihoods depend on the
caribou that breed within the confines
of the refuge. Opening this precious
land to oil drilling will wipe these
timeless cultures out,

Mr. President, I, for one, am not will-
ing to do that. I am not willing to de-
stroy the lives of thousands of native
villagers just so that the oil industry
can turn a larger profit next year than
it did this year.

I urge my colleagues to support re-
moving this dangerous provision from
this bill and vote for the Baucus
amendment,

Mr. ROTH. Mr. President, a financial
debt is not the only threat that hangs
over the heads of future generations.
There is a threat to their environment,
as well, A threat we must address, We
have a moral duty to give them a world
that has clean water and clean air, and
open vistas where wildlife can thrive,
One of the opportunities of every
American citizen is to enjoy the wealth
of beautiful public lands.

It is my desire that as we work
through this budget reconciliation we
take great care not to jeopardize one of
the most spectacular places in Amer-
ica: the coastal plain of the Arctic Na-
tional Wildlife Refuge. There is a pro-
vision in the budget that provides for
oil and gas lease sales in this sanc-
tuary. Located in the northeastern cor-
ner of Alaska. this unique piece of our
natural heritage is bordered on the
north by the Arctic Ocean and Beau-
fort Sea. and on the south by the snow-
capped Brooks Range.

As a lead sponsor of 5. 428. the bill
that designates the coastal plain of the
Arctic National Wildlife Refuge as wil-
derness area, I am concerned by a pro-
vision in this budget reconciliation bill
that uses reventes taken from sales of
leases to drill the coastal plain.

My concern arises on two levels:
first, that the budget is assuming reve-
nue from a pristine wilderness area:
and second. that the revenue raised
from drilling in this wilderness area
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will not amount to be such a signifi-
cant amount of money that it could
easily be found elsewhere.

Mr. President, as I have said before,
the best thing we have learned from
nearly 500 years of contact with the
American wilderness is restraint, the
need to stay our hand and preserve our
precious environment and future re-
sources rather than destroy them for
momentary gain.

For this reason. I have been active n
the effort to designate the refuge
coastal plain of Alaska as a wilderness
area. Arid I am not alone. Only 4 years
ago. Congress rejected the idea of sac-
rificing a prime part of our national
heritage, the Arctic National Wildlife
Refuge, for what most likely will be a
minimal supply of oil. The Arctic a-
tional Wildlife Refuge is an invaluable
region with wildlife diversity that has
been compared to Africas Serengeti.

As I have said in earlier statements.
the Alaskan wilderness area is not only
a critical part of our earth's eco-
system—the last remaining region
where the complete spectrum of arctic
and subarctic ecosystems comes to-
gether—but it is a vital part of our na-
tional consciousness. It is a place we
can cherish and visit for our soul's
good. It offers us a sense of well-being
and promises that not all dreams have
been dreamt.

The Alaskan wilderness is a place of
outstanding wildlife, wilderness, and
recreation, a land dotted by beautiful
forests, dramatic peaks and glaciers.
gentle foothills and undulating tundra.
It is untamed—rich with Caribou, polar
bear, grizzly, wolves, musk oxen. Dall
sheep. moose, and hundreds of thou-
sands of birds—snow geese. tundra
sands, black brant, and more. In all.
about 165 species use the coastal plain.
It is an area of intense wildlife activ-
ity. Animals give birth. nurse and feed
their young. and set about the critical
business of fueling up for winters of un-
speakable severity.

Addressing my second concern—that
the revenue raised from drilling in this
wilderness area will not result in such
a significant amount of money that it
could not be found elsewhere—let me
say that the estimated revenue is only
two tenths of 1 percent of the total sav-
ings.

And that is why I am here today, to
support the Baucus amendment that
will prohibit the leasing of the coastal
plain of ANWR to pay for deficit reduc-
tion.

This amendment is consistent with
the current law—with the dictates of
Congress—law that prohibits oil and
gas drilling in the coastal plain of
ANWR. It is also consistent with agree-
ments that we have made with Canada
to preserve and protect this wilderness
area, especially the habitat and culture
of the native people who live in the
area.

This amendment prevents oil and gas
leasing in the coastal plain of ANWR
without hearings in Congress. It does
not preclude future development of this
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area, but only prevents Congress from
using these savings from oil and gas
leasing ir the current budget process.

The coastal plain—where the oil and
gas leasing would occur—is the biologi-
cal heart and the center of wildlife ac-
tivity in the refuge. It is a critical part
of our Nation's preeminent wilderness
and would be destroyed by oil develop-
ment.

There are those who may think the
northern coast of Alaska is too remote
for use to worry about. I urge them to
read the CONGRESSIONAL RECORDS from
the 1870's. The men who initially urged
the Congress to protect a place called
Yellowstone were subject to ridicule.
Why, critics asked, should we forgo the
opportunity to dig up minerals from
the area? It is a remote place. and few
Americans will ever venture there.

Today. as we wrestle with America's
future, let us be as far-sighted as that
Congress eventually proved to be. Let
us not cash in a unique piece of Amer-
ica for a brief. hoped for a rush of oil.
Let us protect the coastal plain of the
Arctic National Wildlife Refuge. For-
ever.

Mr. President, I believe that we
should not allow revenues to be used in
this budget that are supposed to come
from doing something that Congress
has not allowed.

This is how is should be done. The
Baucus amendment accomplishes this
purpose. And I encourage my col-
leagues to support this important ef-
fort.

Mr. DASCHLE. Mr. President, I wish
to express my support for this amend-
ment, which will help ensure continued
protection for the Arctic National
Wildlife Refuge.

The issue of whether or not to allow
oil drilling along the Arctic coastal
plain has been lobbied heavily for
years. I have listened carefully to the
various arguments made by my col-
leagues. by representatives of the oil
industry. by a delegation of Gwich'in
people who inhabit the area in ques-
tion. by members of the Arctic Slope
Regional Corporation who are veterans
of North Slope oil production. by envi-
ronmentalists. and by the public at
large. I appreciate the strong feelings
this debate evokes.

The fate of ANWR is far reaching. It
involves national and State economics,
environmental and social values, and
the relationship between the Federal
and State government.

Anyone who has visited Alaska
knows that the stakes for Alaskans are
high. The State and its people depend
heavily on oil revenues, and its leaders
are sensitive to. and have experience
with. the potential environmental
tradeoffs of oil development.

This issue has come before Congress
in the past. I have consistently opposed
opening ANWR during those debates. I
remain strongly opposed to disrupting
this unique and fragile habitat for the
purposes of oil drilling today.

Most opponents of opening up the
Arctic National Wildlife Refuge cite
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the potential environmental tradeoffs
of drilling in this fragile ecosystem. I
appreciate and share that concern.

As I have said in the past. I take seri-
ously the national obligation embodied
in the Alaska lands bill to ensure that
these remote 19 million acres continue
to achieve their purpose of providing a
refuge for wildlife. There is no other
place in America or in the world where
caribou. polar bears, and wild geese
flourish as they do in the Arctic Na-
tional Wildlife Refuge. And, as we
know from both history and recent sci-
entific study, once one component of
an ecosystem is adversely affected,
then the entire system can become ef-
fected by a chain reaction.

Declining populations of polar bears.
birds, and caribou, and the animals and
Native American communities that de-
pend on them, is a valid fear. A recent
article in the Anchorage Daily News
reports that the Central Arctic caribou
herd that inhabits Prudhoe Bay has
suffered a 23 percent reduction from
23.400 to 18.000 animals in just the last
3 years. Although it is difficult to de-
termine the exact reason for this
marked decline. the part of the herd
that ranges near the oil drilling activ-
ity has experienced almost all of the
losses.

Nonetheless, the debate over the fu-
ture of ANWR should not be framed as
it all too often is as a face off between
elitist environmentalists and rapacious
developers. It is also a debate about na-
tional energy policy and national val-
ues.

It is particularly hard to justify
opening the Arctic National Wildlife
Refuge to oil drilling. with all the in-
dustrial activity and associated disrup-
tion that would involve, when the prob-
ability of finding oil is so low. More-
over, even if oil were to be found. the
potential oil reserve in the Arctic Na-
tional Wildlife Refuge would at most
sustain our country's basic petroleum
needs for a mere 6 months. Clearly,
then, the Arctic National Wildlife Ref-
uge is not the answer to achieving
independence from foreign oil supplies.

Meanwhile, this perpetuation of our
national love affair with hydrocarbon
fuel has other downsides. Our prof-
ligate energy consumption cripples our
international competitiveness. pollutes
our air and beaches. and increases the
trade deficit. We must take serious
steps to make ourselves more energy-
efficient and to conserve energy when-
ever and wherever possible. Arid we
should better develop our domestic re-
newable energy supplies like ethanol
and renewable methanol.

Mr. President. last week. representa-
tives of the petroleum. natural gas.
automotive, ethanol, arid engineering
industries met in Washington at the
World Conference on Transportation
Fuel Quality to review the progress
made in just the past few years with
reformulating gasoline as required in
the Clean Air Act Amendments of 1990.
Today. approximately one-third of all
the gasoline sold in the United States
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contains noncrude oil-derived additives
called oxygenates, primarily ethers
and ethanol from grain. EPA has called
the reformulated gasoline program the
most significant automobile pollution
reduction advance since the removal of
lead. The pollution reductions achieved
this year amount to the equivalent of
taking 8 million cars off the road.

What is little recognized. however, is
that the reformulated gasoline pro-
gram is also the most significant crude
oil reduction program ever instituted.
The Congressional Research Service
has concluded that it could reduce US.
oil requirements by 500,000 barrels or
more per day, and that it represents
the most significant means of reducing
oil imports in the near to mid-term of
any other approach.

Even more exciting is the fact that if
the proposal to have a "49 State
Fuel"—in other words, a nationwide
RFG standard—is adopted. U.S. oil re-
quirements could be reduced by over 1.5
million barrels per day. or more than
20 percent of our daily gasoline de-
mand. At an average $20 per barrel.
this would mean that nearly $11 billion
annually would remain in the United
States rather than be exported to for-
eign oil producers.

This alternative far overshadows the
benefits to the Nation of opening
ANWR. It also carries with it the add-
tional advantage of more diversified
job creation, and the ongoing benefits
of stimulating renewable fuel tech-
nologies that cannot be depleted as is
the case with finite oil fields.

I believe the case for continuing to
protect the Arctic National Wildlife
Refuge from oil drilling is strong.
Drilling would risk the ecological
health of the coastal plain for a rel
atively small and speculative supply
And, from a national energy policy
standpoint, it makes more sense to
look to energy conservation and the
development of renewable fuels than to
seek new reserves of fossil fuels in the
Arctic coastal plain.

For most Americans, opposition to
oil drilling in the Arctic National Wild-
life Refuge is more profound than the
mere sum of these concrete arguments
might suggest. Our country has a re-
vered tradition of protecting its natu-
ral heritage. Through our system of
State parks, national parks. wilderness
areas, and wildlife refuges, Americans
have been in the forefront of conserva-
tion. articulating and enforcing a land
ethic that embodies the best impulses
of our Nation. We have always had a
clear sense in this country of the natu-
ral heritage that makes our lives so
special and worthwhile, and we have
been willing to take tangible steps to
protect that heritage.

Robert Kennedy. in a speech deliv-
ered only 3 months before his death,
spoke at the University of Kansas on
the measure of America's worth. He
noted that too often we pay attention
only to the bottom line and judge poli-
cies only on their contribution to the
gross national product, and that in
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using that simple measure, we fail to
account for that which makes life in
America so special. He stated that—
and I quote:

LThe GNP counts air pollution and ciga-
rette advertising, and ambulances to clear
our highways of carnage. It counts special
locks for our doors and the jails for those
who break them. It counts the destruction of
our redwoods and the loss of our natural
wonder in chaotic sprawl. . . . It measures
neither our wit nor our courage; neither our
wisdom nor our learning; neither our com-
passion. nor our devotion to country it
measures everything, in short, except that
which makes life worthwhile.

For most Americans, who will never
have a chance to see the Arctic coastal
plain and witness the thundering herds
of caribou in their annual migration.
or watch a wolf run down a ptarmigan,
the simple knowledge that this special
and unique place will remain unspoiled
by the heavy footprint of industry will
make life richer and more worthwhile.
It will also encourage us to invest in
domestic alternatives, such as more ef-
ficient end-use technologies and new
strategies for energy conservation—al-
ternatives that have positive environ-
mental effects and which make us more
economically competitive in the inter-
national marketplace. The route to-
ward energy independence lies down
the road of energy conservation and ef-
ficiency, and I believe, greater use of
domestic renewable fuels. It does not
lie down the road of more consumption
of fossil fuels.

This vote is as much a test of our
common sense as it is of our common
character. We are setting national pri-
orities in this budget, priorities that
should reflect our deepest and most
closely held values. If we allow this
wild and unspoiled refuge to become
yet another monument to avarice and
addiction to fossil fuels, then we will
have lost more than a single wildlife
refuge in a remote land; we will have
sacrificed part of our character, that
intangible part of each of us that val-
ues the gentle and respectful treatment
of our natural heritage and from which
we derive a profound sense of national
worth.

If we set this precedent, if we vote to
open this remote refuge to oil drilling,
then we will have defeated the better
part of ourselves. Collectively, we will
have failed this important test of na-
tional character.

I urge my colleagues to support this
amendment and vote to protect the
Arctic National Wildlife Refuge.

Mr. WELLSTONE. Mr. President,
since I first came to the Senate I have
been active in the fight to protect the
Arctic National Wildlife Refuge from
oil and gas drilling. I intend to con-
tinue the fight to save the Arctic Ref-
uge as we debate the reconciliation bill
in the Senate.

The Senate reconciliation bill con-
tains a number of provisions that are
poor policy, that are unfair to those
least able to defend themselves, and
that consider only short-term gain and
not long-term loss; the proposed plan
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to open the Arctic Refuge to gas and
oil drilling is one such provision. Since
I have been in the Senate I have spoken
time and time again about the fact
that this is poor energy policy, poor
environmental policy, and cynical poli-
ticking.

The Arctic Refuge is one of the last
pristine wilderness areas left in Amer-
ica, it contains the Nation's most sig-
nificant polar bear denning hibitat on
land, supports 300,000 snow geese, mi-
gratory birds from six continents—
some of those birds even make it to my
State of Minnesota, and a concentrated
porcupine caribou calving ground.

While proponents of drilling in the
Arctic Refuge will tell you that the
caribou are not harmed by drilling, an
October 21, 1995 article in the Anchor-
age Daily News reports that new infor-
mation shows a sharp decline in the
Central Arctic caribou herd. While no-
body knows exactly what caused the
decline, most of it has occurred in the
part of the herd that lives near the oil
field. Despite our uncertainty about
the effects oil drilling would have on
the animals. there are those who con-
tinue to push for oil drilling without
an update environmental impact state-
ment EElS] as required by current law.
An EIS has not been done in the area
since 1987. We just do not know what
drilling would do to the Arctic Refuge,
and barreling ahead with drilling is
just poor environmental policy.

The Gwich'in people have relied on
those porcupine caribou for thousands
of years to provide their food and meet
their spiritual needs. I have heard
them speak very eloquently and di-
rectly about what oil drilling in the
Arctic Refuge would do to their way of
life. People like the Gwich'in want to
save the environment. But they are not
the big oil companies. They do not
have the money. They do not have the
lobbyists, and they do not have the
lawyers here every day. In today's
Washington environment. that seems
to mean that their concerns are less
important than the concerns of big in-
dustry.

Even if whatever amount of revenue
gained were somehow worth destroying
this unique land and the lives of the
Gwich'in, there are a number of ques-
tions regarding whether the Arctic Ref-
uge has oil, how much it has and what
the cost would be to retrieve it. Esti-
mates are broad and disagreements are
rampant. Even I, a nonscientist, know
one thing for certain: There is no way
to tell how much revenue can be gained
from drilling in the Arctic Refuge. New
information. however, suggests pre-
vious figures overestimated possible
revenue.

Alice Rivlin, Director of the Office of
Management and Budget, stated in an
October 25 letter that drilling in the
Arctic Refuge would produce signifi-
cantly less revenue than has been
scored by the Congressional Budget Of-
fice." New studies suggest there is less
oil than previously thought, the price
of oil as projected by the Department
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shore the Arctic Refuge. received only Mr. BAUCUS. Mr. President. my
$33 to $153 per acre: the most recent on. amendment would reallocate the tax
shore State lease sale, located west of, credits in the reconciliation bill to-
the refuge. brought in just $48.41 per
acre. This budget provision assumes an
astounding $1,733 per acre if the entire
coastal plain is leased.

Furthermore, the State of Alaska,
not the Federal Government, is likely
to reap a significant amount of the fi-
nancial benefit of the leases. The Budg-
et Committee assumes that only 50 per-
cent of the leasing proceeds will go to
the State of Alaska. However. Alaska
currently receives 90 percent of the
leasing revenues from Federal lands. It
is unlikely that the citizens of Alas-
ka—who receive annual dividend
checks of nearly $1,000—would will-
ingly forfeit proceeds they believe they
are due: a lawsuit to recover the dif-
ference would be much more likely.

Second, the public could lose access
to this remarkable area. A handful of
major oil companies stand not only to
make enormous profits, but to have the
right to exclude the rest of us from
their leased refuge lands. Today, public
access in the Prudhoe Bay oil fields is
strictly prohibited without an oil com-
pany escort. So hikers. rafters, fishers,
hunters, and solitude seekers will like-
ly be excluded from their Arctic Ref-
uge. One more wild place will be closed.

Third, the Budget Committee sug-
gests that the square acreage impacted
by oil and gas leasing would be rel-
atively small. However, this area is the Akaka

biological heart of the refuge. It is the
most coveted by oil companies and the Bingaman
most critical for wildlife. The coastal Boxer

plain is an integral part of the only
conservation area in North America Bryan
that protects a full spectrum of Arctic Bumpers
and sub-Arctic ecosystems. While only Byrd

Conrad13000 acres would be affected, the wil- Daschle
dei-ness in the entire coastal plain Dodd
would be impacted by oil development. Dorgan

The massive industrial complex would Exon

not be in a compact area, but would
sprawl over hundreds of square miles in Abham
a network of roads, pipelines, airports. s01t
and processing plants.

Fourth, budget reconciliation is the Brown
wrong place to decide such an impor- Burns

tant issue. We should have a full and Campbell

fair airing of all views about the leas- Co
ing of our Arctic Refuge. Money is not Cochran
the only value we should consider. Be- Cohen

fore we drill holes and pave portions of
the refuge. we should consider all of its DAmaco
value, not just its infinitesimal con- DeWinc

tribution to the budget deficit. I be- enicilieve its sponsors know that they could Faircioch
not win in the light of full debate. A Frist
massive spending bill provides them
the cover of darkness that they know
they must have to win.

In closing, I quote the great writer
and naturalist Margaret Murie, "Wil-
derness itself is the basis of all of our
civilization. I wonder if we have
enough reverence for life to concede to
wilderness the right to live on?"

I will cast my vote to protect the
Arctic National Wildlife Refuge—for
wilderness and for my children.
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of Energy has dropped and serious con-
cerns remain about whether Alaska
will stage a court battle to change
their share of the revenue from 50 per'-
cent to 90 percent as the State claims
its statehood act allows. Regardless of
who is right, barreling ahead with in-
complete information and short-term
thinking is just plain poor energy pol-
icy.

The administration has indicated
that if the bill includes drilling in the
Arctic Refuge, the President will veto
it. I would wholeheartedly support him
if he did.

Throughout the course of my years of
work to save the Arctic Refuge, I have
heard from many Minnesotans. includ-
ing many children, about their desire
to preserve it. Our natural resources
are among the most important things
we can leave to these future genera-
tions. Our children and our grand-
children deserve more than what this
bad energy policy, bad environmental
policy, and shortsighted politicking
would leave them. I will continue to
speak for all Minnesotans, for their
sense of fairness and equity and for
their love and concern for the environ-
ment. I will continue to fight to save
the Arctic Refuge from gas and oil
drilling. I urge my colleagues to join
me.

Mrs. MURRAY. Mr. President, I rise
in strong support of this amendment to
protect our children's heritage. I rise
because this budget reconciliation de-
bate should be- about revenues. It
should be about how much we have and
how much we spend The Arctic Refuge
coastal plain is not about money: it is
about values. It is a question of wheth-
er we are willing to trade off wilderness
and wildlife that are our national her-
itage and legacy for our children, in
order to make a short-term payment
on bills we have accumulated.

Future generations will look back on
what we might do today with sadness.
They will not see this as a matter of
shared sacrifice, but as a mark of the
selfishness of a generation which, to
pay off a minuscule fraction of its
debts, sacrificed the inheritance of fu-
ture generations. Let me explain the
several other reasons why I support
this amendment.

First, leasing the Refuge does not re-
sult in a significant return of money to
the Federal Treasury. If the dubious
assumptions of the Budget Committee
prove correct, the leasing revenues
would be a mere two-tenths of 1 per-
cent of our budget gap. If we lease this
unique Arctic wilderness that has been
called America's Serengeti. it would be
permanently destroyed. For most
Americans, trading our natural wealth
in the Arctic Refuge wilderness for the
possibility of oil is not worth it.

Even worse, there is little assurance
that the leasing revenues would be at
the level assumed by the Budget Com-
mittee. Other highly prospective leases
nearby in Alaska have been made at
considerably less per acre. Lease sales
in the Beaufort Sea, immediately off-

ward the middle-income taxpayers and
apply the savings to reduce the Medi-
care spending cuts. It specifically
strikes capital gains for corporations
and gives some relief for individuals
who make capital gains over $100,000 a
year. It is geared more toward the mil-
lion-dollar income taxpayers.

Mr. DOMENICI. Mr. President. this
amendment adds new language. It is
not germane and is subject to a point
of order.

I make a point of order that this
amendment violates the Budget Act.

Mr. EXON. Mr. President. pursuant
to section 904 of the Congressional
Budget Act of 1974. 1 move to waive the
applicable sections of that act for the
consideration of the pending amend-
ment, and I ask for the yeas and nays
on the motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays are ordered, and

the clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 43.
nays 56, as follows:

[Roilcall Vote No. 526 Leg.1
YEAS—43

Fcngold
Feinstcin
Ford
Clcnn
Craham
Harkin
Holungs
Inouyc
Johnston
Kennedy
Kerrey
Kciiy
Kohl
Lautenberg
Leahy

NAYS—56
Gorton
Cramm
Crams
Crassicy
Crcgg
Hatch
Harrietd
Heflin
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Kyl
Lieberman
Lott
Lugar
Mack

Lcvin
Mikuiski
Moseley-Braun
Moynihan
Murray
Nunn
Pryor
eid
obb
Rockcfcl icr
5arbanes
5imon
Wcilstonc

McCain
McConnell
Murkowski
Nickles
Pcll
Presslcr
Roth
5antorum
sheiby
simpson
5mich
5nowc
spcctcr

5ccvens
Thomas
Thompson
Thurmond
Warncr

The PRESIDING OFFICER. On this
vote, the ayes are 43. the nays are 56.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion to waive the
Budget Act is rejected. The point of
order is well-taken and the amendment
is rejected.

Mr. DOMENICI. I suggest the absence
of a quorum.

The PRESIDING O1FICER. The
clerk will call the roll.
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The assistant legislative clerk pro-

ceeded to call.
Mr. DOMENICI. Mr. President. I ask

unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection. it is so ordered.

AMENDMENT NO. 2995

(Purpose: To provide that the repeal of the
exclusion for punitive damages shall hot
apply to punitive damages in a wrongful
death action in a State where on Septem-
ber 13. 1995. only punitive damages may be
awarded in such an action)
Mr. DOMENICI. I send an amendment

to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from New Mexico [Mr. DOMEN-
Icli. for Mr. HEFLIN. for himself and Mr.
SHELBY, proposes an amendment numbered
2995.

Mr. DOMENICI. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
On page 1773. strike line 24. and insert th

following:
(c) SPEcIAL RULE FOR STATES IN WHIcII

ONLY PUNITIVE DAMACES MAY BE AWARDED IN
WR0NCFUL DEATH ACTI0NS.—Sectjon 104 i;
amended by redesignating subsection (c) a
subsection (d) and by inserting after the sub.
section (b) the following new subsection:

(c) RESTRICTION ON PUNITIVE DAMACES
NOT TO APPLY IN CERTAIN CASES.—The re-
striction on the application of subsection
(a) (2) to punitive damages shall not apply to
punitive damages awarded in a civil action—

(1) which is a wrongful death action, and
"(2) with respect to which applicable State

law (as in effect on September 13. 1995 and
without regard to any modification after
such date) provides, or has been construed to
provide by a court of competent jurisdiction
pursuant to a decision issued on or before
September 13. 1995. that only punitive dam-
ages may be awarded In such an action.
This subsection shall cease to apply to any
civil action filed on or after the first date on
which the applicable State law ceases to pro-
vide (or is no longer construed to provide)
the treatment described in paragraph (2)."

(d) EFFECTIVE DATE.—

Mr. HEFLIN. Mr. President. in my
State of Alabama. the courts have con-
sistently held that the damages recov-
erable under the wrongful death stat-
ute are punitive as distinguished from
actual or compensatory damages. For
the past 140 years. the Alabama Su-
preme Court has interpreted this stat-
ute as imposing punitive damages for
any conduct which causes death, re-
gardless of the degree of negligence or
capability. The premise for this inter-
pretation is the belief that all people
are worth the same, and this interpre-
tation stimulates diligence in protec-
tion of natural right to live, without
respect to personal condition or dis-
ability of the person so protected.
Breed v. Atlanta, B & CRR, 241 Ala. 640,
4 So.2d 315 (1941). Therefore, the entire
focus of a wrongful death civil action
in Alabama is on the cause of the
death.
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The amendment I am offering pro-

vides that punitive damage awards
made in wrongful death cases should
not be included in gross income Ala-
bama where only punitive damages can
be recovered for a wrongful death. Tak-
ing into account the revenue aspects of
the Finance Committee provision. I
have narrowly drafted this amendment.

This amendment would only effect
my State of Alabama. Of all the 50
States. Alabama has a different and
unique recovery in the event a decision
is made by a court or jury in regard to
the death of an individual, whether it
be brought by negligence or any form
of action. A person cannot prove, in a
wrongful death case in Alabama, com-
pensatory damages. An Alabama plain-
tiff cannot show his wages. his doctor
bills, or anything similar of an eco-
nomic or noneconomic nature. There-
fore the award granted in such a case
would be fully taxable by the Internal
Revenue Service. For this reason I see
the tax effect of the current provision
as unfair to those Alabama victims and
their families and the amendment as
an equitable solution.

I strongly support this amendment. I
think it is the correct language to nar-
rowly address what would be an intol-
erable tax burden on the grieving fami-
lies of Alabama victims who are killed
by negligence or by gross negligence or
recklessness or wantonness or any type
of proof that is necessary to prove a
cause of action. I think the Senate
ought to adopt this fair and equitable
amendment.

Mr. DOMENICI. I will take the 30 sec-
onds allowed to explain this amend-
ment.

This is agreed to on both sides. It is
for the two Senators from Alabama and
it relates only to an 1852 statute with
reference to damages for wrongful
deaths—civil damages for wrongful
death. It will correct a very old law.

Mr. EXON. Mr. President, we have
checked. We have found no objections
on our side. If there are any. I would
like to hear them at this time.

Hearing none. I yield back the bal-
ance of our time. We support the
amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 2995) was agreed
to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI. Senator, do you have
an amendment on your side?

Mr. EXON. I yield to Senator KEN-
NEDY for an amendment.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized
for 30 seconds.
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AMENDMENT NO. 2996

(Purpose: To prohibit balance billing by pro-
viders participating in Medicare choice
plans)
Mr. KENNEDY. Mr. President. this

amendment will maintain provisions of
current law that protect Medicare
beneficiaries who join a Medicare HMO
or other private insurance plans under
the new Medicare choice program from
excess charges by physicians or other
providers. All we are saying is what is
the current law today will be the cur-
rent law tomorrow in terms of the
HMO's or other health delivery sys-
tems. That protection is not included
in the legislation that is before us.
This will provide that kind of protec-
tion for the seniors of this country. It
is absolutely necessary.

The PRESIDING OFFICER. Will the
Senator from Massachusetts or the
Senator from Nebraska send that
amendment to the desk?

The clerk will report.
The legislative clerk read as follows:
The Senator from Massachusetts Mr. KEN.

NEDY] proposes an amendment numbered
2996.

The PRESIDING OFFICER. Is there
objection to the dispensing of the read-
ing of the amendment?

Without objection. it is so ordered.
The amendment is as follows:
On page 469, between lines 8 and 9. insert

the following:
(g) PROEnBITION OF BALANcE BIWNC.—

Notwithstanding any other provision of law.
an individual who is enrolled in a medicare
choice plan under this part shall not be lia-
ble for a provider's charges for items or serv-
ices furnished under the plan if such charges
are in excess of the copayments. coinsur-
ance, and deductibles required by such plan
in accordance with subsection (c).

Mr. DOMENICI. Mr. President. I
gather Senator KENNEDY has spoken to
the amendment. We are not going to
give him double time.

Mr. KENNEDY. That is fine.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, I un-

derstand the amendment before us does
nothing to change the prohibition on
balance billing in the traditional Medi-
care Program. It does not extend price
controls to the private Medicare choice
plans. In short, the Finance Committee
thinks they did a good job on this and
there is no need for this amendment.

The PRESIDING OFFICER. All time
has been consumed. The question is on
agreeing to the amendment.

Mr. DOMENICI. I move to table the
amendment.

Mr. President. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. at the

suggestion of the majority leader. I ask
that after this vote we have a quorum
call to last until 1 o'clock. and that be
for purposes of Senators getting some
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relief from the floor and perhaps get-
ting more of the amendments prepared
so we can know what we are doing.

The PRESIDINC OFFICER. That will
be the order.

Mr. DOMENICI. I thank the Chair.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay on the table the amendment of
the Senator from Massachusetts,
amendment No. 2996.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDINC OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 52,
nays 47. as follows:

[Rolicall Vote No. 527 Leg.]
YEAS—52

Abraham Gorton McConnell
Ashcroft Gramm Murkowski
Bennett Grams Nickles
Bond Grassley Pressler
Brown
Burns
Campbell
Chafee
Coats
Cochran
Coverdefl
Craig
DAmaco
DeWinc
Dole

•

Gregg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Kyl
Lott

Roth
Santorum
Shelby
Simpson
Smith
Snowe
Specter
Ste'eT%5

Thomas
Thompson

Domenici
Faircioth

Lugar
Mack

Thurmond
Warner

Frist McCain

NAYS—47
Akaka Fcingold Levin
Baucus Feinstein Lieberman
Biden Ford Mikulski
Bngaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
Cohen
conrad
Daschle
Dodd

Glenn
Graham
Harkin
Heflin
Hollings
Inouye
Johnston
Kennedy
Kerrey
Kerry
Kohl

Moseley.Braun
Moynihan
Murray
Nunn
Pen
Pryor
Reid
Robb
Rockefeller
Sarbanes

Dorgan
Exon

Lautenberg
Leahy

Simon
Wellstone

So the motion to lay on the table the
amendment (No. 2996) was agreed to.

Mr. DOLE addressed the Chair.
The PRESIDINC OFFICER. The ma-

jority leader.

RECESS
Mr. DOLE. Mr. President. so that we

can give staff on each side time to sort
of bring the amendments together in
some order on each side so we will
know precisely where we are—it makes
it very difficult if we are not quite cer-
tain. and if we have not seen the
amendment—I think we can save time
by taking a brief recess now to give
them that opportunity.

So I ask unanimous consent that we
stand in recess until the hour of 1:20
p.m. and that when we come back we
resume voting immediately after re-
convening with 7½-minute votes, the
same as we have now.

The PRESIDINC OFFICER. Without
objection, it is so ordered.

Thereupon, the Senate. at 12:33 p.m..
recessed until the hour of 1:20 p.m.;

BALANCED BUDCET
RECONCILIATION ACT OF 1995

The Senate continued with the con-
sideration of the bill.

The PRESIDINC OFFICER. The ma-
jority leader.

Mr. DOLE. Mr. President. I will just
use a minute of my leader's time.

I am now advised that there are at
least 40 amendments on the other side
that will be offered, after we were at
least hopeful yesterday and we agreed
to have up-and-down amendments on
tier 1. We will probably end up with
maybe 25 tier 3 amendments. We have
already disposed of a number. So it
seems we are going to exceed almost up
to 50 amendments in that category.

If you just took the votes them-
selves. you allowed 10 minutes, that is
400 minutes. That is 7 hours. I am not
going to stick around here very long
tonight, but I am very happy to come
back early tomorrow morning. We will
go along and see how many of these—
we have 13 over here, so that is another
couple hours. So if that is what we
want to do. we will have plenty of time
this weekend to do it. We are going to
do it this weekend, but we are not
going to stay up half the night to ac-
commodate somebody who has to be
somewhere tomorrow.

Mr. EXON addressed the Chair.
The PRESIDINC OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Senator KENNEDY has an

amendment that we would like to bring
up at this time, so I yield him the 30
seconds to explain his amendment.

The PRESIDINC OFFICER. The Sen-
ator from Massachusetts.

Mr. KENNEDY. Mr. President. the
reconciliation bill raises the Medicare
age of eligibility to 67.

The PRESIDING OFFICER. Will the
Senator please send the amendment to
the desk.

POINT OF ORDER

Mr. KENNEDY. I raise a point of
order that section 7171. raising the age
of Medicare eligibility, violates section
313(b)(1)(a) of the Congressional Budget
Act.

It has been submitted to the Budget
Committee, so I make that point of
order at this time.

The PRESIDINC OFFICER. The
point of order is sustained.

The Senator from Massachusetts.
Mr. KENNEDY. If I could have order,

Mr. President.
The PRESIDINC OFFICER. Will the

Senate please come to order so we can
hear the amendment offered by the
Senator from Massachusetts.

The Senator from Massachusetts.
Mr. KENNEDY. Mr. President, the

reconciliation bill raises the Medicare
age of eligibility to 67 beginning in the
year 2003.

While the reconciliation provision is
described as conforming to the Social
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I am asking for fairness, for the 30
seconds we were entitled to. that I was
told I am entitled to by the Budget
Committee.

The PRESIDINC OFFICER. The Sen-
ator has used his 30 seconds.

Mr. GRAMM. Mr. President. I ask
unanimous consent that the Senator
have an additional 30 seconds.

The PRESIDINC OFFICER. Without
objection, it is so ordered.

Mr. KENNEDY. I thank the Senator.
The PRESIDINC OFFICER. The Sen-

ator from Massachusetts is recognized
for 30 seconds.

Mr. KENNEDY. Mr. President. the
Social Security change continued to
allow individuals to receive benefits at
age 62; the age of early retirement. and
age 65. the normal retirement age, al-
though at reduced levels.

Under this proposal, no Medicare
benefits at all will be provided until
the individual is 67. The provision
breaks faith with American workers
who paid into the Medicare system in
the expectation they will be provided
health security at the age of 65 and will
leave millions of senior citizens with-
out health insurance coverage.

Mr. DOMENICI. Mr. President. I
hope——

The PRESIDINC OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. I hope for purposes
of management that Senators on our
side would leave it up to one of us. ei-
ther the leader or I. in terms of asking
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whereupon, the Senate reassembled Security change enacted in 1983. it has
when called to order by the Presiding significant differences. Individuals af-
Officer (Mr. CRAMS]. fected by the Social Security change

____________

had a minimum of 20 years to adjust
their retirement plans, while individ-
uals affected by this change have only
7 years. Social Security change contin-
ued to allow individuals to receive ben-
efits at 62.

The PRESIDINC OFFICER. The Sen-
ator from Massachusetts must send his
amendment to the desk.

Mr. KENNEDY. I ask that the Budget
Committee, where I submitted it—if I
could have their attention, please.

As I understand, the point of order
was sustained, so I wonder why I need
to send something—

The PRESIDINC OFFICER. The Sen-
ator has a time limit of 30 seconds on
the amendment. And if the amendment
is not at the desk, the Senator does not
have any time.

Mr. KENNEDY. I made the point of
order. It was sustained.

I ask, in place of sending the amend-
ment. that I be entitled to the same
amount of time to speak on the point
of order.

The PRESIDINC OFFICER. The Sen-
ator has used his 30 seconds.

Mr. DOMENICI. Mr. President. the
Senator has prevailed.

Mr. KENNEDY addressed the Chair.
Mr. DOMENICI. He has prevailed.
Mr. KENNEDY. I just say. if we are

going to be taken off our feet when the
parliamentary situation is not clear,
we will be staying around for a long
time.
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that people be recognized or granted
time. I understand the Senator, but I
hope in the future the Senator will
leave that up to us. He has prevailed.
We had no intention of stopping him.
So I think this matter is over. We yield
back any time we might have had on
the point of order. It has already been
granted.

The next amendment. I understand,
is on our side by Senator COCHRAN.

AMENDMENT NO. 3O)4

(Purpose: To require the Secretary of Agri-
culture to establish a special marketiig
order to equalize returns on all milk used
to produce Class IV final products, to con-
sent to the Northeast Interstate Dairy
Compact, and to require the Secretary to
carry out an agricultural competitiveness
initiative)
Mr. COCHRAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Mississippi.
Mr. COCHRAN. Mr. President, I have

an amendment at the desk.
The PRESIDING OFFICER. The

clerk will report.
The assistant legislative clerk read

as follows:
The Senator from Mississippi [Mr. COCH-

RAN. for himself and Mr. JEFFORDS. proposes
an amendment numbered 3004.

Mr. COCHRAN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without.
objection. it is so ordered.

(The text of the amendment is print-
ed in today's RECORD under Amend-
ments Submitted.")

Mr. COCHRAN. Mr. President, this
amendment helps farmers and markets
adjust to the changes in Federal dairy
policy in this bill. It does so by creat-
ing an export class for dairy products
and establishing a farmer-financed
mechanism to boost exports. It saves
money and provides for research to
make our products more Competitive.

It will also grant the Consent of Con-
gress to the Northeast Interstate Dairy
Compact. which is supported by all the
Governors and legislatures in New Eng-
land.

I urge Senators to support the
amendment.

The PRESIDING OFFICER. The Sen-
ator's 30 seconds has expired.

Mr. JEFFORDS. Mr. President, Ijoin
my colleagues Senator CoCHJN. Sen-
ator LEAHY. Senator GORTON. Senator
COHEN, and Senator SNOWE in support-
ing the creation of an export class for
dairy products, and granting the con-
sent of Congress to the Northeast
Interstate Dairy Compact. This amend-
ment is vital to the future of the New
England dairy industry and the na-
tional dairy industry as a whole.

Mr. President, the Senate reconcili-
ation bill cuts the cost of the dairy
program by 49 percent over the next 7
years. This comes on top of a reduction
of 69 percent in the last decade. While
the dairy industry is willing to accept
some cuts, and I realize the need to
cut, the industry has already pulled its
load. As it stands, this bill does not ad-
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dress the critical need to increase sales
of butter and nonfat dry milk in the
world market.

As the support price for butter and
nonfat dry milk are eliminated, their
prices will fall and cause a glut of
those products. This surplus will either
be cleared on the world market at a
very reduced price, or be converted
into cheese. In either case, this will
case a substantial drag on the return to
dairy farmers and manufacturers of
these products. This amendment will
expand U.S. dairy markets by provid-
ing a way for all producers to share the
cost of moving those products to the
export market. It is GATT-legal. plus
will reduce U.S. reliance on export sub-
sidies.

The Congressional Budget Office esti-
mates that the conversion from powder
to cheese will increase Commodity
Credit Corporation purchases by $230
million. This amendment will help
farmers and taxpayers—by ensuring
dairy products will be exported instead
of being purchased by the Government.

This amendment will also grant con-
sent to the Northeast Interstate Dairy
Compact, an agreement among the six
New England States to create a com-
mission that will have the authority to
oversee the pricing for fluid milk pro-
duced in the New England region. The
compact will not affect milk prices
outside the compact region. In fact. it
will act as a useful pilot project for
other regions. and is strongly sup-
ported by many groups and individuals
across the country.

Mr. President, the New England
States have joined together to do what
many States do already on their own.
If America had grown from west to east
I would not be standing here because
New England would likely be one large
State and would not have to ask for
consent of Congress.

All six States' Governors-Republican.
Democrat. and independent and their
legislatures strongly support this
amendment. On vote after vote this
year we have acted to give more re-
sponsibility back to the States. Here is
an opportunity for the Senate to do
just that—in precisely the manner the
Founders laid out in the Constitution.

Mr. President. the National Milk
Producers Federation strongly sup-
ports this amendment as well as Mid-
America, AMPI, Darigold. Milk Mar-
keting Inc.. and many other farmer co-
operatives and dairy farmers from
throughout the country. Supporting it
is an opportunity to vote for State's
rights, and to vote for dairy farmers
and to vote for our taxpayers. I urge
my colleagues to support our amend-
iflent.

Mr. GORTON. Mr. President. I join
my colleagues. Senator JEFFORDS, Sen-
ator COHEN. Senator SNOWE, and Sen-
ator LEAHY. as a cosponsor of this
amendment.

Mr. President, the Senate Agri-
culture Committee has eliminated
dairy price support purchases for but-
ter and nonfat dry milk. and retains
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such purchases for cheese. The dairy
farmers in my State support this provi-
sion, but only if a farmer funded class
IV export program is established. The
Agriculture Committee failed to ad-
dress export sales of butter and nonfat
dry milk to the world market. Our
amendment addresses this issue and ac-
cording to CBO will save an additional
$233 million in the next 7 years. These
savings are in addition to $1 billion.
the Government will save during the
same 7 years by the elimination of
dairy support for butter and nonfat dry
milk.

This farmer funded class IV export
program has the support of many, in-
cluding: Darigold—80 percent of all
Washington State producers, National
Milk Producers Federation, Mid-Amer-
ica Dairymen. Milk Marketing Inc..
AMPI. American Farm Bureau, Kansas
Dairymen Association, Utah Dairymen
Association, NE Council of Farmer Co-
operatives, Michigan Milk Producers
Association, Florida Dairy Farmers As-
sociation. Dairlylee Cooperatives.
United Dairymen Association. Western
Dairymen Cooperatives, and a legion of
other farmer cooperatives and dairy
farmers across the country.

In closing. Mr. President. I urge my
colleagues to vote in favor of this
amendment.

Ms. SNOWE. Mr: President, I am
pleased to be a cosponsor of the amend-
ment offered by the gentleman from
Vermont. and I rise in strong support
of the amendment.

Family dairy farms are facing hard
times across the country. and this
amendment is designed to assist these
farmers while protecting the interests
of the taxpayers and consumers.

The Jeffords amendment does two
things. First. it creates a class IV pool
for nonfat dry milk and butter. This
pool will help to offset the financial
impact on farmers of the reconciliation
bill's repeal of the price support pro-
gram for these two products. The new
pool would be GATT-legal. allowing a
greater volume of U.S. butter and non-
fat dry milk to be exported than would
be the case if we do not create the new
pool. In short. the class IV pool will
help farmers maintain their incomes
without increasing Federal expendi-
tures.

Mr. President. the second provision
of the amendment provides the consent
of the Congress to the Northeast Inter-
state Dairy Compact. Like the class IV
proposal. the compact is designed to
help family dairy farmers survive in a
very difficult market environment. But
unlike the class IV proposal, the com-
pact does not involve the Federal Gov-
ernment. It represents a regional.
State-based solution to a regional
problem, and the Federal Government
need only give its assent and then step
out of the way.

Today. New England is practically
bleeding dairy farms. In Maine, for in-
stance. we have lost mpre than 200
farms since 1988. and this number
would have been far higher if Maine
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had not instituted a dairy vendors fee
to help stabilize farm income. Unfortu-
nately. that vendors fee has been in-
validated by a Federal court, and farm-
ers are exceedingly vulnerable once
again.

The decline in New England's dairy
farms can be attributed to low and
volatile dairy prices under the Federal
marketing order program that do not
reflect the costs of production in the
region. Because New England farmers
sell much of their milk in the fluid
milk market, they face substantially
higher costs to get their milk to the
plant. and they do not have access to
subsidized electricity like farmers in
some other parts of the country. Con-
sequently. New England's dairy farm-
ers receive some of the lowest mailbox
prices of any dairy farmers in the coun-
try.

In response to this farm crisis, the
six New England States negotiated an
interstate compact in 1993 that allows
them to add, if they choose, an addi-
tional increment to the Federal mar-
keting order price in the New England
region. These increments would have
to be approved by a commission cre-
ated under the compact which consists
of representatives from each of the
New England States, and which in-
cludes both producer and consumer in-
terests.

Mr. President, this compact is a re-
gional solution to a regional problem
in the most literal sense. With very few
exceptions. it affects only the consum-
ers, farmers, and dairy processors of
New England. The compact applies
only to fluid, or class I. milk, and 97
percent of the fluid milk consumed in
New England is processed by New Eng-
land-based processors.

Approximately 75 percent of the milk
processed by these processors comes
from New England farmers. The re-
mainder comes from New York. whose
farmers would receive the same prices
for their milk under the compact as
farmers in New England.

Although the compact only affects
the participating States, the cospon-
sors of the amendment have included
explicit assurances to remove any
doubt. These assurances further clarify
that the compact only applies to class
I fluid milk, that no new States can
join the compact without the formal
approval of both Houses of Congress.
that out-of-region farmers who sell
milk in the compact region will get the
same price as New England farmers.
and that the compact commission will
take active measures to prevent in-
creases in production.

Mr. President, the Jeffords amend-
ment is profarmer. protaxpayer, and
pro-States' rights. It will help to en-
sure that good farmers have a reason-
able chance to stay in business, but at
less cost to the Federal Government. I
urge my colleagues to support the
amendment.

Mr. FEINGOLD. Mr. President, I rise
in strong opposition to the amendment
offered by Senator COCHRAN to grant
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the consent of Congress to the North-
east Interstate Dairy Compact and to:
create a class IV pricing system foi
milk used to make butter or powder.

Both of these provisions would take
dairy policy in the opposite direction
in which congressional reformers are
attempting to take all agricultural
policy—this amendment provides more
market intervention, more regulation,
and more inequity.

It is unfortunate that the major
changes that this amendment makes
and the enormous precedent that it
sets will not be fully debated by this
Chamber. I am certain that few Mem-
bers of this Chamber will have an op-
portunity to actually learn and under-
stand just what it is they are voting
on. I am also certain that this amend-
ment will be approved.

This amendment balkanizes the U.S.
dairy industry by insulating the North-
east dairy industry from the market
conditions that all other farmers in
this country must face.

This amendment will provide con-
gressional consent to an interstate
compact, the like of which has never
been approved by the Congress. It is.
Mr. President. unprecedented.

This compact will allow a Commis-
sion in the Northeast to set fluid milk
prices artificially high for the six
States in the compact. It allows dairy
farmers in six States in the Northeast
to enjoy higher prices for their milk.
erects barriers to keep Out lower cost
milk from outside the compact walls.
and will result in lower prices for pro-
ducers in the rest of the United States.

The compact would allow for an in-
crease in the fluid milk differential up
to $17.40 per hundred pounds of milk, or
in terms of gallons—$1.50 per gallon.
This is well over $3 greater than the
price producers in the New England
order enjoy currently for fluid milk.

However, the compact we are being
asked to approve also allows that price
to be increased with inflation, as meas-
ured by the CPI. since 1990. By the year
2,000 the cap could be well over to $20 if
inflation increases by 3 percent per
year.

With those kinds of price increases,
we can expect producers in Vermont
and elsewhere to increase their milk
production in response to those higher
prices. And. Mr. President. as far too
many dairy farmers know, production
increases in one region of the country
drive down milk prices for producers
throughout the Nation.

One might ask why producers in the
Northeast should be allowed to have
their milk prices adjusted for inflation
each year. when that privilege is given
to no other commodity in any other re-
gion. One might ask why we should
allow one region of the country to in-
crease consumer costs when virtually
every other effort in this Congress has
attempted to eliminate the burden on
consumers from overly regulatory agri-
cultural policies.

We must ask, why should the Con-
gress grant its approval to the North-
east Interstate Dairy Compact?
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The answer is that Congress should
not provide its consent for an inter-
state price fixing compact.

The supporters of this amendment
have tried to present this as a very
simple idea—that of a simple inter-
state compact designed to help the
struggling producers of that region in
isolation from national markets and
having no effects on non-compact pro-
ducers.

But. Mr. President, producers in the
upper Midwest have learned through
painful lessons that regional changes
in milk prices have national effects
and national implications.

The Northeast Dairy Compact is not
a simple proposal. It is not an innoc-
uous interstate compact isolated to the
participating States and it will have
national implications.

Mr. President. it is time to remove
the artificial fluid milk price differen-
tials that discriminate against certain
regions to the benefit of others, distort
markets, and cost consumers millions
of dollars in food costs annually—It is
not time to enhance them.

I would urge my colleagues to think
seriously about whether or not this
body wishes to endorse price-fixing
compacts of any nature.

The precedent that congressional ap-
proval of the Northeast Interstate
Dairy Compact would set is very seri-
ous indeed—we will be allowing a small
group of States to fix prices for a prod-
uct produced and marketed nationally.

The second half of this amendment
establishes a class IV pricing system
which benefits a few producers on the
other coast of the United States—the
west coast powder-producing States. to
the detriment of producers elsewhere.
This class IV pricing system is not nec-
essary for the U.S. dairy industry to
expand exports. I have 30,000 dairy
farmers in Wisconsin that want to ex-
pand exports and are planning to do so.
but Wisconsin dairy producers oppose
class IV pricing.

Why? Because it forces them to pay a
tax to support producers on the west
coast. In fact, producers throughout
the country will likely pay a minimum
of 15 cents per hundredweight to help
producers on the west coast continue
to overproduce milk powder which will
no longer be supported by the Federal
Government which is no longer de-
manded by the domestic market. I
would urge my colleagues to look with
a skeptical eye on projections that this
amendment will greatly enhance pro-
ducer revenues to compensate for pow-
der tax that all producers will pay. If
such projections were realistic, the
thousands of milk producers in the
upper Midwest—the heart of this Na-
tion's dairy country—would be embrac-
ing this proposal, not opposing it.

Mr. President. this amendment pro-
vides help to producers in eight
States—the six Northeastern States
that will benefit from the Compact.
and two west coast States that will
benefit from the class IV system. All
other producers in between are the big
losers,



S 16002
I urge my colleagues to oppose this

amendment. It creates more regula-
tion, more market distortions. and dis-
criminates against all but a few piro-
ducers in the country. Mr. President,
this is bad policy.

Mr. KOHL. Mr. President. it is dif-
ficult for me to oppose my friends from
the Northeast in their efforts to help
the dairy farmers of that region. But it
is on behalf of the dairy farmers of my
State that I feel that I must. Not only
because I believe his compact will have
a negative effect on the dairy farmers
of regions outside the northeast, but
also because I believe it to be a inap-
propriate method of addressing the
problems of the dairy industry, which
are national in nature.

This measure is a regional compact.
It is an effort by six Northeastern
States to require artificially increased
milk prices for the farmers in those
States exclusively. It is at its heart
anticompetitive, and I believe that it is
market distorting.

The sponsors of this measure claim
that the Northeast is an island unto it-
self, and that this compact will not af-
fect any other region. I believe that
that statement ignores the complex.
ities of dairy markets, which are na
tional in nature.

To predict the exact effects of the
compact on other regions is nearly im-
possible. But to assume that there will
be none is to turn a blind eye to the
history of agricultural policy.

My region of the country, the upper
Midwest, has learned this lesson all too
well. We, in this region, have seen our
dairy industry become the victim of
unforeseen market distortions caused
by the milk marketing order system.
This system. which was instituted in
the 1930's requires that higher mini-
mum prices be paid to producers the
farther they are from Wisconsin. Since
the upper Midwest was the traditional
hub of dairy production, the purpose of
this regional discrimination was to
help dairy industries outside the upper
Midwest develop, so that every region
could have a locally produced supply of
fluid milk.

But that goal has been largely ac-
complished, and the policy that was in-
tended to give other regions an artifi-
cial leg up'S over the upper Midwest,
is now contributing to the decline of
dairy farming in the upper Midwest.

But make no mistake about it. This
debate is not only about the upper Mid-
west. And it is not only about dairy
policy. This debate is about the future
direction of all agricultural policies.

I and many of my colleagues from
farm States have been willing to pro-
mote farm programs that we believe
will provide a safety net to farm prices,
to help provide some security for the
family farmers of this Nation.

But the Northeast Dairy Compact
goes beyond anything ever done in a
farm bill. And it goes far beyond any
other regional compact presented to
the Congress for approval.

It is the product of one region's frus-
tration with national policies, and an
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effort by that region to remove them-
selves from that national system and
establish a regional dairy policy.

So why is this compact before the
Senate? The answer is that the North-
east needs Congress' approval in order
to interfere with interstate commerce.

The commerce clause of the U.S.
Constitution makes it clear that
States cannot infringe on interstate
commerce. Court case after court case
has turned down efforts be individual
States to do so. Most recently, in the
1994 West Lynn Creamery. Inc versus
Healy decision, the Supreme Court
turned down a Massachusetts milk
pricing policy that would have artifi-
cially increased the price of milk sold
in Massachusetts in order to bolster
the dairy farmers of that State alone.
The Supreme Court turned down that
effort as being a clear violation of the
commerce clause of the Constitution.
At that time, even the State of Ver-
mont argued in opposition to the Mas-
sachusetts effort, claiming that it was

economic protectionism that burdens
interstate commerce by interfering
with competition."

But now all six Northeastern States
have banded together to do something
very similar to what Massachusetts
tried to do on its own, and that it to
artificially increase milk prices in that
region for the benefit of the farmers in
that region, and to protect their higher
milk price by placing a protectionist
tariff on all milk coming into the re-
gion for outside.

Clearly this too would be considered
a violation of the commerce clause if
subject to the scrutiny of the courts.

However understanding the threat
that this constitutionality question
poses to their efforts, the Northeast
have been very cleaver in getting
around that question by packaging the
pricing scheme as a compact.

The Constitution allows States to
enter into a compact with other
States, as long as those compacts are
approved by Congress. This authority
has been used many times, without
controversy, by States that seek to ad-
dress multistate environmental or
transportation concerns. But it has
never been used to allow States to en-
gage in price-fixing activities. And it
has never been used as a way to cir-
cumvent the commerce clause of the
Constitution.

Make no mistake about it. This com-
pact is unprecedented in the history of
the Nation.

While the context of this compact
may be milk pricing, its ramifications
are far more significant. Congressional
approval of this compact is an invita-
tion for all sorts of economic balkani-
tion.

Our forefathers had the foresight to
see the dangers of allowing States and
regions to erect economic barriers
against other States in the Union.
They asked the question "What are we,
as a nation, if we do not have a unified
economic market?"

Last year. when the Northeast Dairy
Compact was considered in the Senate
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Judiciary Committee, many of my col-
leagues raised constitutional concerns
with the compact.

Senator HATCH commented on this
matter. He stated:

I am afraid that this is the kind of prece-
dent-setting compact that will lead other
States to seek the same type of protection.
to the economic detriment of all their bor-
dering States. More importantly. I would ex-
pect that other industries will line up seek-
ing compacts as a means of protecting their
particular States interests, and we just
can't go down that route.

On the same matter, Senator TRim-
MONO stated:

I believe that Congressional approval of
this compact would set a bad precedent. Ap-
proval would encourage other regions of our
country to form compacts to assist regional
producers in a variety of industries at the
expense of those outside the region. A break-
down of our nation into regional cartels and
economic infighting would be very harmful
and should be opposed.

At that same mark up in the Judici-
ary Committee last year, Senator
GRASSLEY stated:

Historically, these compacts have dealt
with border issues, environmental coopera-
tion, and other subjects limited to the mem-
ber States not having an impact on the rest
of the country. . . . Without Congressional
approval, I believe that the compact would
be unconstitutional. Clearly, if one of the
States in the compact enacted State legisla-
tion along these lines, the Commerce Clause
would be violated. Protection of in-state in-
dustry against out-of-State industry is pro-
hibited. I think that we should be very hesi-
tant to allow a group of States to do what a
single State could not do under our Constitu-
tion.

And lastly, my good friend from Illi-
nois. Senator SIMON added:

I tend to agree with Senator GsSLEv
that this [Compact) is probably constitu-
tional. . . . But what it constitutional is not
necessarily wise.

Mr. President. the Senate Agri-
culture Committee has already started
the debate on the reauthorization of
national farm programs through the
1995 farm bill. It is my sincere hope
that as we begin that debate. we can
craft dairy policy changes that are ben-
eficial to all the dairy farmers of this
country. notjust those of one region.

I too want to help the farmers of this
Nation. But I firmly believe that the
Northeast Dairy Compact is the wrong
approach.

Another provision of this amendment
authorizes a class IV price for milk.
The rationale for this provision is that
since the Senate Agriculture Commit-
tee eliminated the price support for
milk powder and butter, the prices for
those products will fall to world prices.
However, the problem is that the class
IV price would merely create a tax on
all dairy farmers nationwide. to be
transferred to the farmers in those few
States that have excess milk produc-
tion, and put that excess milk into but-
ter and powder. In short. this imposes a
butter/powder tax on the dairy farmers
of all States. to be transferred to the
dairy farmers of those States produc-
ing those products.
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I urge my colleagues to join me in

strong opposition to this compact and
the class IV pricing provisions.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Seii-

ator from Nebraska.
Mr. EXON. I raise a point of order

against the amendment offered by the
Senator as not being germane.

Mr. STEVENS. Will the Senator use
his microphone. We cannot hear him.

Mr. EXON. Mr. President. I raise a
point of order against the amendment
offered by the Senator on the basis it is
not germane.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. I move to waive the
Budget Act and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

clerk will call the roll.
The assistant legislative clerk caUed

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 65.
nays 34. as follows:

[Roilcall Vote No. 528 Leg.]
YEAS—65

Akaka Feintein Mack
Ashcroft Ford Mccain
Baucus Gorton Mcconnell
Biden Graham Mjkulskj
Bond
Boxer

Gramm
Gregg

Moynihan
Murkowski

Breaux
Bryan
Bumpers
Burns
Byrd
Campbell
chafee

Heflin
Helms
Hoflings
Hutchison
Inhofe
tnouye
Jeffords

Murray
Nunn
Pell
Pryor
Reid
Robb

cc,chran Johnston Rockefeller
cohen Kassebaum Sarbanes
coverdell
craig
D'Amato

Kempthorne
Kennedy
Kerry

Shelby
Smith
Snowe

Daschle Leahy Stevens
Dodd Lieberman Thomas
Domenici Lott Thurmond
Faircloth Lugar Warner

NAYS—34
Abraham Frist Moseley-Braun
Bennett Glenn Nickles
Bingaman Grams PressLer
Bradley Grassley Roth
Brown Harkin Santorum
coats Hatch Simon
conrad
DeW inc
Dole
Dorgan
Exon

Hatfield
Kerrey
Kohl
Kyl
Lautenberg

Simpson
Specter
Thompson
Wellstone

Feingold Levin

The PRESIDING OFFICER. On this
vote, the yeas are 65. the nays are 34.
Three-fifths of the Senators duly cho-
sen and sworn having voted in the af-
firmative. the motion is agreed to.

Mr. JEFFORDS. Mr. President, I
move to reconsider the vote.

Mr. DOLE. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The
question is on the amendment.

The amendment (No. 3004) was agreed
to.
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motion On the table.
The motion to lay on the table was

agreed to.
Mr. EXON. Mr. President, it is our

turn to offer an amendment. I yield to
the Senator from New Jersey 30 sec-
onds for the purpose of explaining and
introducing his motion.

MOTION TO COMMIT

Mr. LAUTENBERG. Mr. President, I
send a motion to the desk.

The PRESIDING OFFICER. The
clerk will report the motion.

The legislative clerk read as follows:
The Senator from New .Jersey [Mr. LAU-

TENBERG] moves to commit S. 1357 to the
Committee on Finance with instructions to
report the bill back to the Senate within 3
days and insert provisions to limit any indi-
vidual income tax break provided in the bill
to those with incomes under $1 million, and
to apply any resulting savings to reduce pro-
posed cuts in Medicare and Medicaid.

Mr. LAUTENBERG. Mr. President,
this is a fairly simple motion. It is to
recommit, to cut the tax breaks for
those who make over a million dollars
a year. and to have the savings that
occur apply to reduce the cuts that are
contemplated in Medicare and Medic-
aid. I hope that we can finally reach a
point at which we say across the board
here that at some point we are not
going to give tax breaks to those with
the enormous incomes. We are talking
about a million dollars a year on this.

The PRESIDING OFFICER. The time
of the Senator has expired.

AMENDMENT NO. 3005 TO THE LAIflENBERG
motion to commit

(Purpose: To provide a $5,000 tax credit for
the adoption of a child)

Mr. CRAIG. Mr. President, I send an
amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Idaho EMr. CRJG] pro-

poses an amendment numbered 3005 to the
Lautenberg motion to commit.

Mr. CRAIG. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
In lieu of the instructions offered by Mr.

LAUTENBERG. insert the following with in-

structions to report the following amend-
ment:

At the end of the bill, add the following
title:

TITLE XIII—CREDIT FOR ADOPTION
EXPENSES

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 12001. is amended by inserting after
section 23 the following new section:

SEC. 24. ADOPTION EXPENsEs.
(a) ALLOWANCE OF CR1T.—In the case of

an individual, there shall be allowed as a
credit against the tax imposed by this sub-
title for the taxable year the amount of the
qualified adoption expenses paid or incurred
by the taxpayer during such taxable year.
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TITLE XIII: CREDIT FOR ADOPTION
EXPENSES

(a) IN GENERAL—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits). as amended by

Mr. COCHRAN. Mr. President, I move '(b) LIMITATiONS.—
to reconsider the vote. "(1) DOLLAR LIMITATiON—The aggregate

Mr. DOMENICI. I move to lay that amount of qualified adoption expenses which
may be taken into account under subsection
(a) with respect to the adoption of a child
shall not exceed $5.000.

"(2) INcOME LIMITATION—The amount al-
lowable as a credit under subsection (a) for
any taxable year shall be reduced (but not
below zero) by an amount which bears the
same ratio to the amount so allowable (de-
termined without regard to this paragraph
but with regard to paragraph (1)) as)—

(d) QUALIFIED ADOP11ON EXPENsES—For
purposes of this section. the term 'qualified
adoption expenses has the meaning given
such term by section 24(d).'

(c) CONFORMING AMENDMENTS.—
(1) The table of sections for subpart A of

part IV of subchapter A of chapter 1, as

amended by section 12001. is amended by in-
serting alter the item relating to section 23
the following new item:

Sec. 24. Adoption expenses."
(2) The table of sections for part III of sub-

chapter B of chapter I is amended by strik-
ing the item relating to section 137 and in-
serting the following:

Sec. 137. Adoption assistance programs.
'Sec. 138. Cross reference to other Acts."

(d) EFFECTIVE DATE—The amendment
shall be effective after January 2. 1995.

AMENDMENT NO. 3006 TO AMENDMENT NO. 3005

(Purpose: To provide a $5000 tax credit for
the adoption of a child)

Mr. DOLE. Mr. President, I send a
second-degree amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Kansas IMr. DOLEI pro-
poses an amendment numbered 3006 to
amendment No. 3005.

Mr. CRAIG. Mr. President. this is a
very important. yet understandable
amendment. It changes the adoption
tax credit of $5,000, and we are offering
this in this reconciliation package to
an effective date of January, and I be-
lieve the second-degree moves it to
February 1995.

Mr. KENNEDY. Parliamentary in-
quiry; could we have a reading of the
second-degree amendment? Was it
waived?

The PRESIDING OFFICER (Mr. Gop-
TON). The clerk will report.

The assistant legislative clerk pro-
ceeded to read the amendment.

Mr. CRAIG. I ask unanimous consent
reading of the amendment be dispensed
with.

Mr. KENNEDY. Objection.
The PRESIDING OFFICER. Objec-

tion is heard.
Mr. EXON. Mr. President, I believe

under the agreement we have 30 sec-
onds to respond to this amendment.
For that purpose——

The PRESIDING OFFICER. The
clerk will continue to read the amend-
ment.

The assistant legislative clerk read
as follows:

At the end of the bill, add the following
title:
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section 12001, is amended by inserting after
section 23 the following new section.
"SEC. 24. ADOPTION EXPENSES.

(a) ALLOWANCE OF CRED1T.—In the casE of
an individual, there shall be allowed as a
credit against the tax imposed by this sub-
title for the taxable year the amount of the
qualified adoption expenses paid or incuried
by the taxpayer during such taxable year.

(b) LIMrrATIONS.—
(1) DOLLAR LIMITATION—The aggregate

amount of qualified adoption expenses which
may be taken into account under subsection
(a) with respect to the adoption of a child
shall not exceed $5,000.

(2) INcOME LIMrrA'rIoN.—The amount al-
lowable as a credit under subsection (a) for
any taxable year shall be reduced (but not
below zero) by an amount which bears the
same ratio to the amount so allowable (d-
termined without regard to this paragraph
but with regard to paragraph (1)) as—

(d) QUALIFIED ADOPTION EXPENSES—For
purposes of this section.the term qualified
adoption expenses' has the meaning given
such term by section 24(d).'

(c) CONFORMINC AMENDMErsrrS.—
(1) The table of sections for subpart A of

part IV of subchapter A of chapter 1. as
amended by section 12001. is amended by in-
serting after the item relating to section 23
the following new item:
'Sec. 24. Adoption expenses.'

(2) The table of sections for part III of sub-
chapter B of chapter 1 is amended by strik
ing the item relating to section 137 and in
serting the following:
"Sec. 137. Adoption assistance programs.
"Sec. 138. Cross reference to other Acts.'

(d) EFFECTIVE DATE—The amendment
shall be effective after February 1, 1995.

Mr. EXON. Mr. President I yield the
30 seconds of our time to the Senator
from New Jersey.

Mr. LAUTENBERG. Mr. President,
what is happening here is quite clear:
Instead of just letting us vote on
whether or not the other side is willing
to accept some level at which we are
saying we will not give tax breaks to
those individuals, instead we are going
to try to keep the cuts in Medicare and
Medicaid from being as high as they
are.

Why, I do not understand, why can
we not simply have a vote on it? I
think by not permitting a vote they
are absolutely voting on the Repub-
lican side. They are saying that we are
not even going to cut off Our friends
who make $1 million a year or more.

I hope we can get to a vote on my
amendment, Mr. President.

Mr. DOMENICI. Mr. President. the
fact is that the tax bill before the U.S.
Senate, 90 percent of the tax cut goes
to Americans earning $100,000 or less.
That is the fact.

This is a political amendment. We
have a right to offer second degree and
when we find amendments like this we
will do that.

The PRESIDING OFFICER. All time
is expired on the second-degree amend-
ment.

AMENDMENT NO. 3007 To AMENDMENT NO. 3005

Mr. LAUTENBERG. I send an amend-
ment to the desk and ask for its con-
sideration.

The PRESIDING OFFICER. The
clerk will report.

CONGRESSIONAL RECORD — SENATE
The legislative clerk read as follows:
The Senator from New Jersey (Mr. LAU-

TENBERC] proposes an amendment numbered
3007 to amendment No. 3005.

Strike all after instructions and insert the
following: to report the bill back to the
Senate within 3 days and insert provisions to
limit any individual income tax break pro-
vided in the bill to those with incomes under
$1 million, and to apply any resulting sav-
ings to reduce proposed cuts in Medicare and
Medicaid:'

Mr. DOMENICI. Mr. President, we
have not seen the amendment.

Mr. LAUTENBERG. Mr. President, if
the manager would permit me. it is ex-
actly the same as the amendment that
I sent up originally, and I am asking
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
Mr. DOMENICI. Mr. President, par-

liamentary inquiry. Can we substitute
for this amendment?

The PRESIDING OFFICER. No fur-
ther amendments are in order.

Mr. DOMENICI. Mr. President, I
move to table the amendment and I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 55,
nays 44, as follows:

[Rollcall Vote No. 529 Leg.]
YEAS—55

Abraham
Ashcroft
Bcnnett
Bond
Brown
Burns
Campbell
Chafec
Coats
Cochran
Cohcn
Covcrdell
Craig
DAmato
DcWinc
DoIc
Domenici
Faircloth
Frist

Gorton
Gramm
Grams
GrassIcy
Grcgg
Hatch
Hatficld
Hcflin
Helms
Hutchison
Inhofe
Jcffords
Kasscbaum
Kcmpthornc
Kyl
Liebcrman
Lott
Lugar
Mack

McCain
McConnell
Murkowski
Nickles
Nunn
Prcsslcr
Roth
Santorum
Shelby
Simpsoi
Smith
Snowe
Stcvens
Thomas
Thompson
Thurmond
Warner

NAYS—44
Akaka
Baucus
Bidcn
Bingaman
Boxcr
Bradlcy
Brcaux
Bryan
Bumpcrs
Byrd
Conrad
aschIc

Dodd
Dorgan
Exon

Fcingold
Fcinstcin
Ford
Glenn
Graham
Harkin
Hoflings
lnouyc
Johnston
Kcnnedy
Kcrrcy
Kcrry
Kohl
Lautcnbcrg
Lcahy

Lcvin
Mikulski
Moseley-raun
Moynihan
Murray
Fell
Pryor
Reid
Robb
Rockcfcllcr
Sarbanes
Simon
Spectcr
Wcllstone

So the motion to lay on the table the
amendment (No. 3007) was agreed to.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. BOND. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.
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AMENDMENT NO. 3005

The PRESIDING OFFICER. The
question Occurs on amendment No.
3005.

The majority leader.
Mr. DOMENICI. Mr. President. par-

liamentary inquiry. Could you get a
little order?

Mr. LAUTENBERG. Can we have
order in the Senate please. Mr. Presi-
dent?

Mr. DOLE. Mr. President. is it appro-
priate to withdraw the amendment at
this time?

The PRESIDING OFFICER. The Sen-
ate is not in order. Members cannot
hear.

Mr. DOLE. We withdraw the amend-
ment.

The amendment (No. 3005) was with-
drawn.

Mr. LAUTENBERG addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from New Mexico has the floor.

Mr. DOMENICI. Mr. President, I am
trying to find out what they desire to
do at this point.

Mr. LAUTENBERG. Mr. President, if
I am given the floor for a moment——

Mr. DOMENICI. I yield part of my
time.

Mr. LAUTENBERG. Mr. President, I
ask unanimous consent to withdraw
my motion to commit.

The PRESIDING OFFICER. Without
objection, the motion is withdrawn.

The motion was withdrawn.
Mr. DOMENICI. I think Senator

NICKLES is ready for an amendment on
our side.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

AMENDMENT NO. 3008

(Purpose: To provide for reconciliation pur-
suant to section 105 of the concurrent reso-
lution on the budget for fiscal year 1996)
Mr. NICKLES. Mr. President, I send

an amendment to the desk and ask for
its consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Oklahoma (Mr. NIcK-
LE5), for himself. Mr. DOLE. Mr. ROTh. Ms.
SNOwE. and Mr. CI-tEE. proposes an amend-
ment numbered 3008.

Mr. NICKLES. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 1332. beginning with line 5, strike

all through page 1336. line 17.
Mr. NICKLES. Mr. President. this

amendment I send to the desk on be-
half of myself, Senator DOLE, Senator
ROTH, Senator SNOwE, and Senator
CHAFEE is an amendment that would
eliminate section 7573. which would re-
quire States to collect an annual
amount equal to a $25 application fee
and 6.6 percent of collections for non-
AFDC families, if they use child sup-
port enforcement services.

I think this provision should not
have been in the bill. I mentioned that
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during the Finance Committee hear-
ings. I have worked with the majority
leader, and, also, Senator ROTH says
this section should be stricken. That is
what this amendment would do.

The Governors strongly support this
amendment. They do not think that
they should be mandated to have the
child support enforcement check fees
in this bill. I agree.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. Mr. President, here we
are. I am fearful. I am making inquiry.
Are we violating the agreement that
we should have a copy of this amend-
ment? I thought we had agreed earlier
they had been filed.

Mr. NICKLES. Mr. President, the
question was asked, Is this a 10-percent
tax? My colleague from New Jersey
raised this as well. Originally, this was
a 10-percent tax. I think the committee
made adjustments and made it 6.6 per-
cent. I happen to agree with him that
even at 6.6 percent. the tax is too high.

Also, Mr. President, I ask unanimous
consent Senator CHAFEE be added as a
cosponsor.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. NICKLES. We are eliminating
the 6.6-percent tax.

Mr. DOMENICI. We do not need a
vote.

Mr. EXON, It would appear to me.
with the 30 seconds that I have on this
side of the aisle, that as of now this
Senator has not been advised that
there is any opposition to this matter
on this side.

Evidently, we have found this was
given to us in a different order.

Does anyone wish to oppose?
Mr. BRADLEY. As I understand it,

the amendment offered by Senator
NICKLES is the exact content of the
amendment that I was going to offer.
So I have no opposition.

Mr. EXON. Hearing no objection on
this side, I yield back the remainder of
my time and suggest possibly this
could be voice voted.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Oklahoma.

The amendment (No. 3008) was agreed
to.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to:

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON. Mr. President, the next
amendment that we have agreed to
consider would be by the Senator from
New York. I yield the required time al-
lotted to us to the Senator from New
York.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. MOYNIHAN. Might we have
order, Mr. President?

The PRESIDING OFFICER. The Sen-
ate will be in order. The Chair asks
that conversations be taken off the
floor,

(Purpose: To strike the reduction of indirect
medical educatior paymerts to teachirg
hospitals)
Mr. MOYNIHAN. Mr. President, I

send an amendment to the desk and
ask for its consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New York (Mr. MOY-

NIHAN) proposes ar amendment numbered
3009.

Mr. MOYNIHAN. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
Or page 541. strike line 10. and all that fol-

lows through page 542. line 8.
Mr. MOYNIHAN. Mr. President. this

amendment would strike the 40-percent
reduction in indirect medical edu-
cation payments in the reconciliation
bill and restore $9.9 billion to teaching
hospitals in the years 1996 to 2002. This
reconciliation bill seriously threatens
the future of medical research, physi-
cian training and care for the indigent.
Teaching hospitals are a national
treasure. To abandon them now would
be a tragedy.

I thank the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, this

amendment adds $9.9 billion to the def-
icit. In the Finance Committee bill.
$1.7 billion is added back to this. I
think we ought to table this amend-
ment and move on to the next one.

Mr. President. I move to table the
pending amendment, and I ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second,
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from New Mexico to lay
on the table the amendment of the
Senator from New York. On this ques-
tion, the yeas and nays have been or-
dered. and the clerk will call the roll.

The assistant legislative clerk called
the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber
who desire to vote?

The result was announced—yeas 51,
nays 48, as follows:

[RolIcall Vote No. 530 Leg.
YEAS—SI

Abraham craig Hatch
Ashcroft DAmato Hatfield
Bennett DeWine Helms
Bond Dole Hutchison
Brown Dornenici Inhofe
Burns Faircioth Jeffords
campbell Feingold Kassebaum
chafc Frist Kempthorne
coats Gramm Kyl
cochran Grams Lott
cohen Grass!ey Lugar
coverden Gregg Mack
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So. the motion to lay on the table
the amendment (No. 3009) was agreed
to.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOMENICI. Mr. President. I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DOMENICI. I ask unanimous
consent that further proceedings under
the quorum call be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENTS NOS. 3010 ThROUGH 30L4, EN BLOC

Mr. DOMENICI. Mr. President, I am
going to send to the desk, with the full
concurrence of the ranking member
and no objection that I am aware of,
six amendments en bloc. Let me just
list them: a Dole-Kohl-Grassley amend-
ment with reference to truckers that
has been agreed to on both sides: the
Hutchison amendment that we had a
little while ago that was withdrawn—it
has been cleared on both sides—a Sen-
ator D'AMATO sense of the Senate.

Mr. BYRD. That amendment has not
been cleared on both sides. I have just
been talking with Mrs. HUTCHISON.

Mr. DOMENICI. We withdraw it. I
say to Senator HUTCHISON, that has not
been cleared on their side.

Senator DAMATO has an amendment
cleared on both sides, a sense of the
Senate: Senator GRASSLEY has one
with reference to an advisory task
force: Senator BOXER has one on no
pay—what do you call it, I say to the
Senator?

Mrs. BOXER. No pay. We already
passed it.

Mr. DOMENICI. We already passed it.
Senator GRAHAM, an amendment to en-
sure Medicare beneficiaries have ur-
gent Medicare treatment. We have no
objection to it.

I send all five to the desk.
The PRESIDING OFFICER. The

clerk will report.
Mr. DOMENICI. I ask they be re-

ported en bloc and accepted en bloc.
The legislative clerk read as follows:

CONGRESSIONAL RECORD — SENATE
Does the Senator from New York Mccain

Mcconneflhave an amendment at the desk? Murkowski
AMENDMENT NO. 3009 Nickles

Pressler

Roth
She!by
Simpson
Smith
Snowe

NAYS—48
Ford
Glenn
Gorton
Graham
Harkin
Heflin
Hoilings
Inouye
Johnston
Kennedy
Kerrey
Kerry
Kohi
Lau tenberg
Leahy
Levin

Akaka
Baucus
Biden
Bingaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
Conrad
Daschle
Dodd
Dorgan
Exon
Feinstein

Stevens
Thomas
Thompson
Thurmond
Warner

Lieberman
Mikulski
Mosetey. Braun
Moynihan
Murray
Nunn
Peil
Pryor
Reid
Robb
Rockefe Icr
Santorum
Sarbanes
Simon
Specter
Wetistone
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The Senator from New Mexico [Mr. DOMN-

Id] proposes amendments numbered 3010
through 3014. en bloc.

The amendments, en bloc, are as fol-
lows:

AMENDMENT NO. 3rn0

(Purpose: To increase the deductibility of
business meal expenses for individuals sub-
ject to Federal limitations on hours of
service and to provide offsetting revenues)
At the end of chapter 8 of subtitle I of title

XII. insert the following new section:
SEC. . INCREASED DEDUCTIBILITY OF BUSINESS

MEAL EXPENSES FOR INDIVIDUALS
SUBJECT TO FEDERAL UMITATIONS
ON HOURS OF SERVICE.

(a) 1N GENERAL—Section 274(n) (relating to
only 50 percent of meal and entertainment
expenses allowed as deduction) is amended
by adding at the end the following new para-
graph:

(3) 5pEcI.1.. RULE FOR INDIVIDUALS SUBJECT
TO FEDERAL LIMITATIONS ON HOURS OF SERV-
ICE.-.—In the case of any expenses for food or
beverages consumed by an individual during,
or incident to, any period of duty which is
subject to the hours of service limitations of
the Department of Transportation. para-
graph (I) shall be applied by substituting 89
percent for 50 percent."

(b) REPEAL OF SPECIAL TRANSITION RULE TO
FINANCIAL INSTrnrrION EXCEPTION TO INTER.
EST ALLOCATION RULES.—Paragraph (5) of
section 1215(c) of the Tax Reform Act of 1986
(Public Law 99—514, 100 Stat. 2548) is hereby
repealed.

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to taxabl€
years beginning after December 31. 1995.

Mr. KOHL. Mr. President, the amend-
ment that I am offering with Senator
DOLE will restore the business meal de-
duction to 80 percent for truckers,
long-haul bus drivers, and others sub-
ject to Department of Transportation
hours of service regulations. My
amendment would cost $673 million
over 7 years and would be offset by re-
pealing the special transition rule to
financial institution exception to in-
terest allocation rules.

I urge my colleagues to support the
amendment and I yield the floor.

Mr. INOUYE. Mr. President, I under-
stand Senator KOHL is expected to offer
an amendment that would restore the
business meals deduction from 50 to 80
percent for workers using Department
of Transportation [DOT] hours-of- serv-
ice regulations. The amendment spe-
cifically targets only the segment of
middle-income Americans who, due to
the nature of their employment, must
eat away from home. Such individuals
include truckers. busdrivers, and some
railworkers. The deduction for business
meals and entertainment expenses was
reduced from 80 to 50 percent under the
Omnibus Budget Reconciliation Act of
1993 and went into effect on January 1.
1994.

I support Senator KOHL'S efforts to
restore the business meals deduction to
80 percent for workers on DOT service
hours. However, I strongly believe that
the amendment should go further than
the transportation segment of the pop-
ulation. I, along with Senator HATCH
and others, have introduced 5. 216.
which would restore the business meals
deduction to 80 percent of all indus-
tries.

CONGRESSIONAL RECORD — SENATE
The restoration of this deduction is

essential to the livelihood of the food
service, travel and tourism, and enter-
tainment industries throughout the
United States. These industries are
being economically harmed as a result
of this reduction. All are major indus-
tries employing millions of people,
many of whom are already feeling the
effects of the reduction.

Contrary to what many might be-
lieve. most individuals who purchase
business means are small business per-
sons: 70 percent have incomes below
$50,000. 39 percent have incomes below
$35,000, and 25 percent are self-em-
ployed. Moreover, 78 percent of busi-
ness lunches and 50 percent of business
dinners are purchased in low to mod-
erately priced restaurants. The average
amount spent on a business meal, per
person. is about $9.39 for lunch and
$19.58 for dinner. The business meal de-
duction is hardly the exclusive realm
of the fat cats.

Again. I commend Senator KOHL for
his efforts to restore the business
meals deduction to 80 percent for work-
ers on DOT service hours. 1 urge my
colleagues to also support my bill, S.
216, which would restore the business
meals deduction to 80 percent for all
industries.

AMENDMENT NO. 3011

(Purpose: Expressing the sense of the Senate
regarding the tax treatment of conversions
of thrift charters to bank charters)
At the end of chapter 8 of subtitle I of title

XII, insert:
SEC. . SENSE OF THE SENATE REGARDING TAX

TREATMENT OF cONvERSIONS OF
THRIFT CHARTERS TO BANK CHAR-
TERS.

In order to facilitate sound national bank-
ing policy and assist in the conversion of
thrift charters to bank charters, it is the
sense of the Senate that section 593 of the In-
ternal Revenue Code of 1986 (relating to re-
serves for losses on loans) should be repealed
and appropriate relief should be granted for
the pre-1988 portion of any bad debt reserves
of a thrift charter.

Mr. D'AMATO. MR. President. this
sense-of-the-Senate resolution would
express the will of the Senate that Con-
gress should eliminate a significant
disincentive in the current law which
prevents thrift institutions from
changing their charters. It also pre-
vents thrifts from diversifying into
other lending opportunities. Given de-
velopments in financial institutions
and the debate in Congress over the fu-
ture of the thrift industry, it is desir-
able for Congress to seriously examine
this aspect of the tax law that applies
only to thrifts.

AMENDMENT NO. 3012

On pages 764 and 765. section 2106. Medicaid
Task Force, under subsection (c) Advisory
Group for the Task Force' and new number
(14) to read:

(14) AMERiCAN OSTEOPATHIC ASSOCIATION.

Redesignate old (14) to be (15): redesignate
old (15) to be (16): redesignate old (16) to be
(17): redesignate old (17) to be (18).
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AMENDMENT NO. 3013

(Purpose: To provide that Members of Con-
gress and the President shall not be paid
during Federal Government shutdowns
At the appropriate place in the bill, insert

the following new section:
SEC. . PAY OF MEMBERS OF CONGRESS AND

THE PRESIDENT DURING GOvERN-
MENT SHUTDOWNS.

(a) IN GENERAL—Members of Congress and
the President shall not receive basic pay for
any period in which—

(1) there is more than a 24-hour lapse in ap-
propriations for any Federal agency or de-
partment as a result of a failure to enact a
regular appropriations bill or continuing res-
olution; or

(2) the Federal Government is unable to
make payments or meet obligations because
the public debt limit under section 3101 of
title 31, United States Code has been
reached.

(b) RETROACTIVE PAY PROHIBITED—NO pay
forfeited in accordance with subsection (a)
may be paid retroactively.

Mrs BOXER. Mr. President, this
amendment is identical to one offered
to the D.C. appropriations bill that
passed the Senate unanimously and
was cosponsored by both the majority
and minority leaders, among others.

Because this issue is so important
and because the D.C. bill appears to
have stalled in the House. I believe it is
important for the Senate to revisit this
proposal.

Under my amendment, if there is a
lapse in appropriations for any Federal
department or agency or if the Govern-
ment is unable to operate because of a
default caused by a failure to raise the
Federal debt ceiling, the pay for Mem-
bers of Congress and the President will
be docked.

I believe this legislation is important
for two key reasons:

First, it will help avert the predicted
Government shutdown by helping
Members of Congress understand the
fear and uncertainty now being felt by
the millions of Americans who rely on
Government services.

Second, it codifies a principle that
all other workers in America live by: If
you do not do your job, you should not
get paid. One of Congress' most impor-
tant functions is to pass the Nation's
budget. If we fail in that critically im-
portant task, it simply makes sense
that our pay should be docked.

Mr. President, this amendment
makes common sense. and I thank the
managers for accepting it.

AMENDMENT NO. 3014

(Purpose: to ensure medicare beneficiaries
have emergency or urgent care provided
and paid for by medicare choice plans by
establishing a definition of an emergency
medical condition that is based upon the
prudent layperson standard)
Beginning on page 476, strike line 20 and

all that follows through page 477, line 3 and
insert the following: such individuals have
contracted for) available and accessible to
each such individual. within the medicare
service area of the plan. with reasonable
promptness. and in a manner which assures
continuity.

On page 481. between lineS 15 and 16, inSert
the following:

(h) TIMELY AUTHORiZATION FOR PROMPTLY
NEEDED CARE IDENTIFIED AS A RESULT OF RE-
QUIRED SCREENINC EvALUATION.—
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(1) ACCESS TO PROCESS—A medicare

choice plan sponsor shall provide access 24
hours a day. 7 days a week to such persons as
may be authorized to make any prior author-
izations required by the plan sponsor for cov-
erage of items and services (other than emer-
gency services) that a treating physician or
other emergency department personnel iden-
tify, pursuant to a screening evaluation re-
quired under section 1867(a). as being needed
promptly by an individual enrolled with the
organization under this part.

(2) DEEMED APPROVAL—A medicare choice
plan sponsor is deemed to have approved a
request for such promptly needed items and
services if the physician or other emergency
department personnel involved—

(A) has made a reasonable effort to con-
tact such a person for authorization to pro-
vide an appropriate referral for such items
and services or to provide the items and
services to the individual and access to the
person has not been provided (as required in
paragraph (I)). or

(B) has requested such authorization for
the person and the person has not denied the
authorization within 30 minutes after the
time the request is made.

(3) EFFECT OF APPROVAL—Approval of a
request for a prior authorization determina-
tion (including a deemed approval under
paragraph (2)) shall be treated as approval of
a request 'for any items and services that are
required to treat the medical condition iden-
tified pursuant to the required screening
evaluation.

(4) DEFINITION OF EMERGENCY SERVICES.—
In this subsection, the term emergency serv-
ices' means—

(A) health care items and services fur-
nished in the emergency department of a
hospital (including a trauma center), and

(B) ancillary services routinely available
to such department,
to the extent they are required to evaluate
and treat an emergency medical condition
(as defined in paragraph (5)) until the condi-
tion is stabilized.

(5) EMERGENCY MEDICAL CONDITION—In
paragraph (4). the term emergency medical
condition' means a medical condition, the
onset ol which is sudden, that manifests it-
self by symptoms of sufficient severity, in-
cluding severe pain, that a prudent
layperson. who possesses an average knowl-
edge of health and medicine, could reason-
ably expect the absence of immediate rnedi-
cal attention to result in—

'(A) placing the person's health in serious
jeopardy,

(B) serious impairment to bodily func-
tions. or

"(C) serious dysfunction of any bodily
organ or part.

Mr. EXON. Mr. President, I yield
back all time assigned to US.

Mr. DOMENICI. I yield back any
time I have.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ments numbered 3010 through 3014, en
bloc.

The amendments (Nos. 3010 through
3014, en bloc) were agreed to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to,

Mr. DOMENICI. Mr. President, could
I yield myself 1 minute for a discussion
with the Senators?

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. DOMENICI. Mr. President, I

think we sort of set a pattern here. If,
the Senators could look at the remain-
ing amendments—I say this to both
sides; we will do it on ours—if the Sen-
ators could look at theirs, maybe they
could package them with reference to
subject matter. If the Senators pack-
age them with reference to subject
matter, then we might get five amend-
ments all of which deal with the sub-
ject. We think we know how they are
going to turn out, but that is not ter-
ribly relevant. We could offer them en
bloc.

Mr. BYRD. Mr. President, I hope that
we will be careful that we do not try to
streamline this silly process further.
Now we are really flying deaf, dumb,
and blind. So I hope we will look at
these so-called packages with four or
five amendments. I want to see them.

I am not going to set myself up as a
traffic cop, but this process is just en-
tirely out of control. We do not know
what we are voting on now. Now we are
just voting on amendments. They do
not know what is in this bill.

The PRESIDING OFFICER. The Sen-
ator's 1 minute has expired.

Mr. DOMENICI. Mr. President. I
want to thank Senator BYRD for his
concern. We discussed this concern on
the whole process, and. hopefully. this
is the last time we will have it under
this process. We should change it. But
I have to get a bill through under this
process. We will be as careful as we
can. If we need to, we will certainly
consult with a broad array of Senators
before we proceed.

Is another amendment ready?
Mr. EXON. Mr. President, whose turn

is it?
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. I recognize

the Senator from Connecticut for the
purpose of offering an amendment.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

Mr. LIEBERMAN. I thank the Chair
and I thank my friend from Nebraska.

UEBERMAN MOTION TO COMMIT

Mr. LIEBERMAN. Mr. President. I
have a motion at the desk which I offer
on behalf of myself. and Senators
DASC1-iLE, HARKIN, GRAHAM, ROCKE-
FELLER, BREAUX, and KENNEDY, who are
members of a Medicare working group.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Connecticut [Mr.

LIEBER.MAN]. moves to commit the bill to the
Committee on Finance with instructions to
report the bill back to the Senate within 3
days. not to include any day the Senate is
not in session, with the following amend-
ment. and to make sufficient reductions in
the tax cuts to maintain deficit neutrality.

The PRESIDING OFFICER. The Sen-
ator from Connecticut,

Mr. LIEBERMAN. I thank the Chair.
Mr. President, the purpose of this

amendment is to restore the solvency
of the Medicare part A trust fund for
the next 10 years and then to go on. be-
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yond dealing with that immediate, ob-
vious deficit looming, to reform the
Medicare Program and provide real
choices to Medicare beneficiaries by in-
creasing the range of health plan op-
tions available, providing better infor-
mation so that beneficiaries can act as
informed consumers. and to require
planning and action for the changes
that will come with the retirement,
later in the first decade of the next
century, of the baby-boom generation.

This is a constructive Medicare alter-
native.

Mr. President. what we have here is a
missed opportunity. Democrats and Re-
publicans agree generally that there
are some problems with the Medicare
Program that we must address:

Problem No. 1. Our Republican col-
leagues argue that the Medicare Pro-
gram must be saved from impending
bankruptcy in the part A trust fund.
Democrats agree that we must act to
restore the solvency of the part A trust
fund. The Health Care Financing Ad-
ministration's Actuary tells us that it
will take $89 billion in spending reduc-
tions to assure solvency through the
next 10 years—through 2006. Democrats
have put forward a strong proposal
that would do this in a fair manner. It
has been scored by CBO and achieves
solvency for at least the next 10 years.

Problem No. 2. The rate of increase
in the cost of the Medicare Program is
unsustainable at 10 percent each and
every year. We all agree that this prob-
lem must be dealt with. Democrats and
Republicans have both put forward pro-
posals that begin to bring competitive
market forces into the Medicare Pro-
gram. I would argue that the Demo-
cratic proposal is much stronger in this
regard. We would strongly move the
Medicare Program toward competitive
bidding among the private health plans
participating in Medicare. We would
also tie rates of increase in payments
to private health plans to the private
sector market place, rather than to ar-
bitrary budget targets. Ultimately. I
am convinced that competition among
an expanded range of private health
plans serving Medicare patients will be
the key to reducing long term rates of
growth in the Medicare Program.

We recognize that the Medicare Pro-
gram is 30 years old and is showing
signs of its age. We have proposed
changes that would bring the program
into the rapidly changing health care
system of the 1990's and the next cen-
tury.

Problem No. 3. The most difficult
problem looming on the horizon. Mr.
President, is the coming retirement of
the baby boom generation—a relatively
huge number of Americans will begin
to turn 65 starting around the year
2010. There are 76 million individuals in
the baby boom generation. They Out-
number by 50 percent the generation
that preceded them into retirement.
Over the next 5 years. only about 10
percent of Medicare cost increases will
be attributable to more beneficiaries.
Once the baby boomers retire, however.
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the combination of, one, a declining
base of worker-s and, two, longer life-
spans will double the combined costs of
Medicare and Medicaid even if medical
inflation, above CPI is eliminated alto-
gether.

If Medicare is not prepared for the
implications of this demographic shift.
it may not be able to weather the
storm. Democrats and Republicans
have both put forward Medicare reform
plans that would set up a high level, bi-
partisan commission to make the
tough recommendations that are need-
ed to prepare for this historical shift.

The differences between the parties.
nevertheless, remain stark. The bill
that is on the Senate floor today would
Cut $280 billion Out of the Medicaire
Program over the next 7 years. The
problem, Mr. President, is that this fig-
ure is based solely on a series of budget
targets that lead to a balanced budget
and reductions in taxes of $254 billion
over the next 7 years.

The reconciliation bill before us is
too long on squeezing beneficiaries and
too short on genuine reform. It treats
Medicare as a cash cow to be milked t
keep promises of deficit and tax reduc-
tion made in the campaigns of 1994.

The figure of $280 billion in Medicare
Cuts is not good for the Medicare Pro-
gram and the population it serves—-
those who depend on it today and those
who will depend on it in future genera.
tions.

In the end, Mr. President, I am con
vinced that we can find a solution te
all of these problems. What we have on
the Senate floor today. however, is not
the solution. It maintains all of the
problems of the existing Medicare Pro-
gram and underfunds them. It is a
package of cuts, not reforms.

Mr. President, I ask unanimous con-
sent to have a Democratic Medicare
plan printed in the RECORD.

There being no objection, the mate-
rial ordered to be printed in the
RECORD as follows:
A DEMOCRATIc MD1cARE PLAN FOR THE 21ST

CENTURY
Since. Democrats created Medicare thirty

years ago over GOP opposition, protecting
this program has been a top Democratic pri-
ority. Today. as Republicans propose the
largest cuts in Medicare's history—cuts
made in the name of saving" Medicare—
Democrats once again are coming to Medi-
care's defense.

Our proposal: To ensure that Medicare re-
mains solvent and strong by implementing
reforms that strengthen and improve the
program.

Our position: That the GOP Medicare plan
cuts Medicare three times more than is nec-
essary to restore Trust Fund solvency—and
raids Medicare to pay for their scheme of tax
breaks for the wealthiest.

Rejecting the Republican plan is not
enough. Democrats will offer a proposal
which:

Preserves seniors right to keep their own
doctor while giving them more choices of
private health plans that provide high-qual-
ity and comprehensive benefits;

Improves Medicare's traditional fee-for-
service program by making it more efficient
and responsive to beneficiary needs, without
imposing unnecessary and unfair increases in
out-of- pocket Medicare expenses:
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Tackles Medicare waste, fraud and abuse

through programs applauded by law enforce-
ment officials; and

Guarantees solvency of the Medicare Trust
Fund through the year 2006 and prepares for
the long-run challenge of the baby boom gen-
eration that will begin to retire in 2010.

The GOP claims we must cut $270 billion in
order to save Medicare. Thatsjust not true.
According to the Health Care Financing Ad-
ministrations Chief Actuary—who produced
the estimates relied upon by the Medicare
trustees—only $89 billion in cost reductions
are needed to extend the life of the trust
fund through the fourth quarter of the cal-
endar year 2006.

In this proposal, we show that we can pre-
serve and protect Medicare without slashing
needed services for the elderly or increasing
their out-of-pocket costs. Our plan places no
new burdens on seniors—and our hospital
cuts are half the Republicans'.

SUMMARY OF DEMOCRATIC PROPOSAL TO
ENSURE SOLVENcY

I. Providing real choices
Medicare beneficiaries currently may

choose from only two options—the tradi-
tional fee-for-service program and health
maintenance organizations. Since 19 states
have no Medicare HMOs, seniors in many
states have no choice at all. This plan would
ensure beneficiaries have access to a wide
variety of health plans. Specific reforms in-
clude the following:

Expand private health plan choices: Medi-
care's current options would be expanded to
allow the participation of preferred provider
organizations. point-of-service plans, and
provider sponsored networks. Plans would
offer a basic benefit package equal to the
fee-for-service plan with additional preven-
tive services and lower cost-sharing.

Preserve a vital and affordable fee-for-serv-
ice option: The GOP's $270 billion in cuts will
spell disaster for hospitals and other health
care providers all across the country, par-
ticularly in rural and underserved areas. The
Democratic plan protects and improves fee-
for-service Medicare—so seniors will con-
tinue to have a real choice. It keeps pre-
miums affordable, saving seniors hundreds of
dollars a year.

Reform payments to private health plans:
Medicare would pay HMOs and other health
plans a rate which would increase at the cost
of other private health plans, unlike the
GOP plan which arbitrarily caps payments
at 4.3% and the current Outmoded system
which ties payments to fee-for-service costs.
The Democratic plan would also require
Medicare to test and recommend options to
Congress on ways to pay private health plans
through a market-based competitive bidding
process.

Provide information on health plan op-
tions: Medicare would provide to all bene-
ficiaries information comparing plans avail-
able in their region. The comparative plan
information would be in a standardized for-
mat, in language that is easily understood.
Such information would be provided to bene-
ficiaries before they become eligible for Med-
icare and yearly after that during an open
enrollment period.

Strengthen Consumer Quality Protections:
Medicare would enhance health plan quality
standards to prevent improper marketing
and inappropriate incentives for utilization
reviewers and to ensure access to the full
range of Medicare covered services, including
emergency and urgent care.

II. Strengthening traditional (fee-for-service)
Medicare

Currently. 90% of Medicare beneficiaries
are in Medicare's traditional fee-for-service
program. The vast majority of seniors are
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likely to continue to enroll in this part of
the program. even with the new options
available to them. Given these trends, it
makes sense to strengthen and improve
Medicares fee for service sector.

Under this proposal. a series of reforms
would transform the fee-for-service program
from a bill-paying insurance program into a
responsive health plan that uses a variety of
techniques to improve quality and service.
restrain costs, and hold providers account-
able for improving the health of their pa-
tients. To achieve this goal. Congress would
provide authority to Medicare to adopt the
same types of successful purchasing and
quality techniques pioneered by private sec-
tor payers. Specific reforms include the fol-
lowing:

Establish quality performance standards:
Require Medicare to establish explicit per-
formance standards to allow enrollees to as-
sess the program's performance on the basis
of cost, quality, outcomes, and service. "Re-
port cards disseminated to beneficiaries
would allow patients to compare providers
against professional benchmarks.

Streamline rule-making process for pur-
chasing: Develop options for simplifying the
rule-making process and increasing Medi-
care's flexibility in negotiating contracts for
specific services and categories of services.

Allow selective contracting with special-
ized programs: Allow Medicare to contract
with specialized programs that manage
chronic diseases like diabetes and congestive
heart failure, complex acute care needs and
the needs of disabled beneficiaries. Such spe-
cialized programs may include the use of al-
ternatives to inpatient or institutional care
or the use of specialized networks of
caregivers. Private sector efforts along these
lines have resulted in higher quality care, re-
ductions in the need for institutional care
and lower costs.

Provide authority to designate and con-
tract with centers of excellence: Allow Medi-
care to use centers of excellence for addi-
tional complex and expensive services like
surgery and cancer care. Medicare currently
contracts with such centers for heart and
liver transplant operations.

III. Attacking waste, fraud, and abuse
The General Accounting Office and others

have estimated that up to 10 percent of
health care expenditures and billions of dol-
lars in Medicare payments are lost every
year to fraud, waste, and abuse. These losses
must be the first target of any responsible
plan to reduce Medicare expenditures. This
plan would take the most aggressive and
comprehensive steps ever proposed to stamp
Out Medicare waste, fraud and abuse.

Specific measures include the following:
Expand abuse-fighting activities: Much

abuse goes undetected and unpunished be-
cause there are not enough inspectors, audi-
tors and prosecutors to do thejob. Estimates
indicate that every dollar invested in anti-
fraud activities by the HHS Inspector Gen-
eral and Medicare contractors results in up
to ten dollars in savings to Medicare. The
Democratic Medicare plan more than dou-
bles the current investment in fighting fraud
and abuse. The plan also requires greater co-
ordination of Federal, State and local law
enforcement efforts to combat health care
fraud.

Strengthen penalties for committing
fraud: The Democratic plan would impose
stiff penalties on those convicted of health
care fraud, illegally distributing controlled
substances, providing kickbacks, charging
Medicare excessive fees, submitting false
claims, or engaging in other abusive activi-
ties. This plan also strengthens available
criminal remedies.

End wasteful Medicare spending for certain
items and services: For example, Medicare



October 27, 1995
pays $2.32 for gauze pads that the Veterans
Administration purchases for four cents. The
Democratic Medicare plan would make Medi.
care a more prudent buyer of certain types of
durable medical equipment. medical sup.
plies, and other services while assuring con-
tinued access to these important services.

Improve collection of inappropriate Medi.
care payments: The Democratic Medicare
plan would strengthen the Medicare Second-
ary Payor Program. requiring Medicare to
more aggressively to collect payments due
from private insurers. It would also extend
Medicare secondary payor provisions for
ESRD beneficiaries.

Employ more sophisticated, private sector
computer technology: Require Medicare con-
tractors to employ code manipulation detec-
tion software such as that widely used in the
private sector.

Increase incentives to expose Medicare
fraud and abuse: Establish rewards for e-
ports by consumers that lead to criminal
convictions for health care fraud and encour-
age the voluntary disclosure of fraud and
abuse by health care providers.

Simplify administration and reduce paper-
work: Require a uniform application process
for health care providers seeking to partici-
pate in Medicare.

IV. Ensuring Medicare's solvency
Only S89 billion in savings—not the $270

billion proposed by the COP—are needed to
keep the Medicare Trust Fund solvent
through at least the next decade. The Chief
Actuary of the Health Care Financing Ad-
ministration (HCFA), whose estimates form
the basis of the Medicare Trustees' rec-
ommendations, has certified that an $89 bil-
lion reduction in the rate of growth of Part
A expenditures over the period 1996-2002
would extend the life of the Medicare Hos-
pital Insurance Trust Fund through at least
the fourth quarter 6f calendar year 2006.

This proposal would call for a series of
measures to reduce Medicare spending by $89
billion over the next seven years. Savings
would be achieved through the above-men-
tioned reforms to Medicare's fee-for-service
program and Medicare's private health plan
options, while slowing the rate of growth of
payments to providers. Special provisions
are included to assist rural hospitals. No new
costs would be imposed on beneficiaries.

This plan provides more reasonable reduc.
tions in all categories:
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While preserving Medicare's solvency until
2006. the plan would help Medicare prepare
for the challenges it will face when the baby
boom generation begins to retire in 2010. A
commission would be created, charged with
conducting strategic planning for the Medi-
care program to ensure that recipients in the
21st century have available to them the high
quality and secure coverage that current
beneficiaries enjoy.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. this is

the amendment. It is very difficult to
understand what is in it. But let me
make a point. This pending amendment
is not germane to the Budget Rec-
onciliation Act. I raise a point of order
against the pending amendment.
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Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sep

ator from Nebraska.
Mr. EXON. Mr. President, subject to

section 904 of the Congressional Budget
Act of 1974, I move to waive the section
for the purpose of considering this
amendment.

I ask for the yeas and nays on the
motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to waive the Budget Act for the pur-
pose of considering the amendment.

The clerk will call the roll.
The legislative clerk called the roll.
Mr. FORD. I announce that [Mr. LAU-

TENBERGJ is necessarily absent.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 47,
nays 52. as follows:

(Rollcall Vote No. 531 Leg.J
YEAS—47

Feinstein
Ford
Glenn
Graham
Harkin
Heflin
Hollings
InOuye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin

NAYS—52
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hatfield
Helms
Hutchison
Inhole
Jeffords
Kassebaum
Kempthorne
Kyl
Lott
Lugar
Mack

The PRESIDING OFFICER. On this
vote, the yeas are 46. the nays are 52.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion to waive the
Budget Act is rejected. The point of
order is sustained and the amendment
falls.

Mr. DOLE. Let me indicate we are 6
minutes over on that vote. We could al-
most have had a second vote. I think
there is a feeling we ought to try and
finish this as quickly as we can. We are
going to try to stick to the 7½ min-
utes. r want everybody to have a fair
warning. We will try to do that.

Obviously, there is always some flexi-
bility. but we would appreciate every-
one's cooperation.
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AMENDMENT NO. 3015

Mr. DOMENICI. Mr. President, I un-
derstand now that if I send the
Hutchison amendment to the desk,
which had previously been withdrawn—
Senator BYRD objected. and he now has
no objection. I send it to the desk for
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico IMr. DOMEN-

Id]. for Mrs. HUTCHISON. for herself. Mr.
MCCAIN. Mr. LIEBERMAN. Mr. STEVENs, Mr.
LEvIN, Mr. COVERDELL. Ms. SNOwE, Mr.
KERREY. Mr. TI-{URMOND. and Mr. THOMAs.
proposes an amendment numbered 3015.

Mr. DOMENICI. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
(a) The Senate makes the following find-

ings:
(1) Human rights violations and atrocities

continue unabated in the former Yugoslavia.
(2) The Assistant Secretary of State for

Human Rights recently reported that start-
ing in mid-September and intensifying be-
tween October 6 and October 12. 1995 many
thousands of Bosnian Muslims and Croats in
Northwest Bosnia were systematically forced
from their homes by paramilitary units.
local police and in some instances. Bosnian
Serb Army officials and soldiers.

(3) Despite the October 12. 1995 cease-fire
which went into effect by agreement of the
warring parties in the former Yugoslavia,
Bosnian Serbs continue to conduct a brutal
campaign to expel non-Serb civilians who re-
main in Northwest Bosnia. and are subject-
ing non-Serbs to untold horror—murder.
rape. robbery and other violence.

(4) Horrible examples of - ethnic cleansing'
persist in Northwest Bosnia. Some six thou-
sand refugees recently reached Zenica and
reported that nearly two thousand family
members from this group are still unac-
counted for.

(5) The U.N. spokesman in Zagreb reported
that many refugees have been given only a
few minutes to leave their homes and that
girls as young as 17 are reported to have

been taken into wooded areas and raped." El-
derly, sick and very young refugees have
been driven to remote areas and forced to
walk long distances on unsafe roads and
cross rivers without bridges.

(6) The War Crime Tribunal for the former
Yugoslavia has collected volumes of evidence
of atrocities, including the establishment of
death camps. mass executions and system-
atic campaigns of rape and terror. This War
Crimes Tribunal has already issued 43 indict.
ments on the basis of this evidence.

(7) The Assistant Secretary of State for
Human Rights has described the eye witness
accounts as prima facia evidence of war
crimes which, if confirmed, could very well
lead to further indictments by the War
Crimes Tribunal.'

(8) The U.N. High Commissioner for Refu-
gees estimates that more than 22.000 Mus-
lims and Croats have been forced from their
homes since mid-September in Bosnian Serb
controlled areas.

(9) In opening the Dodd Center Symposium
on the topic of "50 Years After Nuremburg'
on October 16. 1995. President Clinton cited
the 'excellent progress" of the War Crimes
Tribunal for the former Yugoslavia and said,
'Those accused of war €rimes. crimes
against humanity and genocide must be
brought tojustice. They must be tried and, if
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found guilty, they must be held account-
able.'

(10) President Clinton also observed or Oc-
tober 16. 1995, Some people are concerned
that pursuing peace in Bosnia and prosecut-
ing war criminals are incompatible goals.
But I believe they are wrong. There must be
peace for justice to prevail, but there must
bejustice when peace prevails.

(b) SENSE OF ThE SENATE—It is the sense
of the Senate that—

(1) the Senate condemns the systematic
human rights abuses against the people of
Bosnia and Herzegovena.

(2) with peace talks scheduled to begin in
the United States on October 11, 1995. these
new reports of Serbian atrocities are of grave
concern to all Americans.

(3) the Bosnian Serb leadership should im-
mediately halt these atrocities, fully ac-
count for the missing, and allow those who
have been separated to return to their faini-
lies.

(4) the International Red Cross, United Na-
tions agencies and human rights organia-
tions should be granted full and complete ac-
cess to all locations throughout Bosnia and
Herzegovenla.

(5) the Bosnian Serb leadership should
fully cooperate to facilitate the complete in-
vestigation of the above allegations so that
those responsible may be held accountable
under international treaties, conventions,
obligations and law.

(6) the United States should continue to
support the work of the War Crime Tribunal
for the former Yugoslavia.

(8) ethnic cleansing by any faction, group.
leader, or government is unjustified, im-
moral and illegal and all perpetrators of war
crimes, crimes against humanity, genocide
and other human rights violations in former
Yugoslavia must be held accountable.

Mr. EXON. I yield back our time and
support the amendment.

Mr. DOMENICI. We yield back our
time

The PRESIDING OFFICER. All time
having been yielded back, the question
is on agreeing to the amendment.

The amendment (No. 3015) was agreed
to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 3016

(Purpose: To amend the Internal Revenue
Code of 1986 to allow qualified retiring
farmers to rollover the gain from the sale
of farm assets into an individual retire-
ment account, provide an offset by improv-
ing the application of the capital gains tax
to sales of stock in domestic corporations
by 10 percent foreign shareholders, and for
other purposes)
Mr. DOMENICI. Mr. President. in

agreement with the other side. I am
sending an amendment to the desk on
behalf of Senator KOHL on farmer
IRA's. It has been approved by both
sides.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico [Mr. DOMEN-

IcI] for Mr. KOHL proposes an amendment
numbered 3016.

Mr. DOMENICI. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

CONGRESSIONAL RECORII— SENATE
The PRESIDING OFFICER. Without

objection, it is so ordered.
(The text f the amendment is print-

ed in today's RECORD under "Amend-
ments Submitted:')

Mr. DOMENICI. We yield back any
time.

Mr. EXON. Mr. President, let me
thank Senator KOHL, who has worked
on this for a long, long time. It is a
very good amendment. He has worked
with the majority leader on this. We
are enthusiastic about this on our side.

Mr. DOMENICI. Senator BYRD would
like to have the amendment explained.

Mr. KOHL. This amendment will
allow family farmers—not farmers who
are not farming the land, family farm-
ers—who farm the land for generations,
when they sell their farm to roll over
up to $500,000 of the proceeds into an
IRA account. It only applies to hard-
working family farmers.

We offset it by requiring those indi-
viduals from foreign lands or corpora-
tions, foreign lands who own U.S.
stocks who are not now subject to tax,
when they sell that stock, they will in
the future be required to pay a U.S. tax
on the sale of that U.S. corporation
stock that they own.

I think the offset is an outstanding
offsetand I think the purpose of the
IRA is to reward hard-working family
farmers. I think it is a really good
amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 3016) was agreed
to.

Mr. EXON. I move to reconsider the
vote,

Mr. DOLE. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 3017

(Purpose: To require the President to include
a generational acounting in the President's
budget)
Mr. DOMENICI. Mr. President, I send

a Simpson amendment to the desk in
his behalf.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from New Mexico LMr. DOMEN-

iciJ. for Mr. SIMPSON proposes an amendment
numbered 3017.

Mr. SIMPSON. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bill add the

following:
sEc. . GENERATIONAL AccOUNTING IN PRESI-

DENr5 BUDGET.
Section 1105(a) of title 31. United States

Code, is amended by adding at the end there-
of the following:

(32) an analysis of the generational ac-
counting consequences of the budget includ-
ing the projected Federal deficit, at current
spending levels, in the fiscal year that is 20
years after the fiscal year for which the
budget is submitted and the revenue levels
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(including the increase required in current
levels) required to eliminate the projected
Federal deficit.".

Mr. SIMPSON. Mr. President, I rise
today to offer an amendment that all
Senators should be able to agree on. It
would require that the President's an-
nual budget continue to include a chap-
ter on generational accounting.

'Generational accounting" is a way
to consider the fiscal treatment of dif-
ferent generations. Specifically, it in-
dicates what the members of each gen-
eration can expect to pay on average,
now and in the future, in taxes, as a re-
sult of current budget expenditures and
revenues.

President Bush included a chapter on
generational accounting in his 1993 fis-
cal year budget and President Clinton
included a chapter on generational ac-
counting in his 1995 fiscal year budg-
et—but he failed to include any men-
tion of generational accounting in this
year's budget.

Thirty of the 32 of us on the biparti-
san commission on entitlements and
tax reform concluded that if we do
nothing about the impending entitle-
ments crisis, by 2012 every penny of our
Federal revenues will be necessary to
pay for entitlements and interest on
our national debt. In 2040. our children
and grandchildren will be forced to pay
40 percent of the national payroll tax
base in taxes.

It is crucial that we begin to take a
longer term view of the future and con-
sider how the impact of our decisions
today will affect our children and
grandchildren. If you truly are con-
cerned about the burden of taxes on
those we love. then you will support
this amendment.

For 2 days now, I have listened to my
colleagues wail about the poor, the
young, the disenfranchised while they
ignore the biggest crisis—the impend-
ing bankruptcy of the Social Security
Program. It is like crying about slip-
ping on a banana peel on the deck of
the Titanic.

Our temporary fix for the Medicare
Program is nothing more than delaying
the inevitable. My colleagues are
cheering that Medicare will not go
broke in 2002. but rather in 2008. Now
that is something to be proud of. Yet,
we only have ourselves to blame.

In the past, the Social Security Advi-
sory Council provided guidance on So-
cial Security and Medicare issues.
However, we got rid of the Advisory
Council and instead created an Advi-
sory Board—except that they no longer
provide guidance on Medicare issues.
How ironic. The program that is going
to the dogs first, is the program we de-
cided we do not want any guidance on.

So we have done it to ourselves. But
we can stop this game-playing if we are
forced to consider what we are doing to
future generations—and this is why
generational accounting is so impor-
tant.

Mr. President, this amendment would
simply require the annual budget of
the President include a chapter on
generational accounting.
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The President of the United States,

President Clinton. did a nice job on
that in the first budget message. It was
left completely Out of the second one.

I think it is vitally important we tell
the American people 20 and 30 years
down the line who is paying the bills. I
hope we can get back what President
Clinton put in his first budget. This re-
quires that so that we know what is
Out there 20 or 30 years from now-—
generational accounting, who is paying
the bills, who really cares about the
children of the country and also deals
with that issue in an upfront way.

Mr. EXON. We yield back our time
and accept the amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 3017) was agreed
to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

AME\rDMENT NO. 3018

(Purpose: To provide States with the flexibil-
ity to continue to provide medical assist-
ance under the Medicaid program to cer-
tain disabled individuals with incomes
over 250 percent of poverty)
Mr. EXON. Mr. President. we have

agreed on an amendment that has been
worked on for a long time by Senator
WELLSTONE.

I yield 30 seconds to him for the pur-
pose of introducing the amendment
which both sides have agreed to accept.

Mr. WELLSTONE. Mr. President.
this is a Wellstone-Chafee amendment.
I send my amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from Minnesota IMr.

WELLSTONE]. for himself and Mr. CHAFEE pro-
poses an amendment numbered 301&.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of section 2171(b) of the Social

Security Act, as added by section 79I(a). in-
sert:

'The Secretary may waive this section at
the request of the State for any category of
individuals who, as of the date of enactment
of this title, would have qualified for cov-
erage under section 1915(c) and 1902(e) (3):'

Mr. WELLSTONE. Mr. President.
this amendment that I send to the desk
with Senator CHAFEE would just pro-
vide States with the flexibility to con-
tinue to provide medical assistance
under the Medicaid Program tc dis-
abled individuals, especially children
that are staying home, in order to
make sure that they can continue to
stay at home.

It is very important in the disability
communities, and I am very pleased to
have the support from both sides of the
aisle.

Mr. DOMENICI. Mr. President. I
think we ought to accept this amend-
ment. This says States have the right
to continue the same kind of service
they are giving now for disabled people.

It eliminates any concern that they
might now have and mandates nothing.
I think we should accept it.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
me nt.

The amendment (No. 3018) was agreed
to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON. I advise the Senate and
the chairman of the committee that
the next four amendments all have to
do with medical matters. We think we
have those bundled into one amend-
ment that can be offered.

If required, though, I would like
unanimous consent that we have ten-
tatively agreed to; rbughly. that if we
have situations like this—in this case
there are four introducers—if the intro-
ducers would like 30 seconds each, we
would grant them that to encourage
further melding of these amendments
that are similar into one amendment
and therefore expedite the process.

Mr. DOMENICI. Does the minority
leader agree with that? I had talked to
him. It sounded a little different when
he was proposing it.

Mr. DASCHLE. Mr. President, I have
no objection to that approach. I think
all Senators need to have the oppor-
tunity to express themselves, whether
it is a block of time or one person does
it or individual blocks of time.

I know the distinguished Senator
from West Virginia is very concerned
that everybody have a complete appre-
ciation of what it is that these amend-
ments include. In this case, all of the
amendments deal with Medicaid. They
are interrelated and in some cases the
original amendments were overlapping.
So it is our view it expedites not only
the process but the issue, in order to
allow us to bring them up together.

So I think all concerns are served in
this particular amendment. I hope we
can support it.

Mr. DOMENICI. Let me just address
this for a moment. Senator BYRD, as I
understand it. if they would have sent
their amendments up singly. they
would have had 30 seconds. That is the
agreement. They are going to send up
four together—three_-and they will
have 30 seconds on each of those and we
will have 30 seconds to respond on each
of those, which I think does nothing
more than save us the time of three
votes. The rest of the rights are all in-
tact. as we have agreed to them here in
the Senate.

Mr. EXON. I was explaining that
rather than four. we set aside the Dodd
matter, which will be considered sepa-
rately. The Feingold. Moseley-Braun.
and Rockefeller amendments are em-
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bodied under the agreement that we
have worked out.

Pending final working Out of some
details, I suggest. since Senator DODD,
whom I earlier thought was included in
this, is not and since he is next on my
list, at this time I yield 30 seconds to
Senator DODD for an explanation and
the introduction of his motion that
both sides have received some time
ago.

DODD MOTION To COuT
Mr. DODD. Mr. President, I send a

motion to the desk.
The PRESIDING OFFICER. The

clerk will report.
The legislative clerk read as follows:
The Senator from Connecticut [Mr. DoooJ

proposes a motion to commit.
Mr. DODD. Mr. President, I ask unan-

imous consent that reading of the mo-
tion be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The motion is as follows:
Mr. President, I move to commit the bill S.

1357 to the Committee on Finance with in-
structions to report the bill back to the Sen-
ate within 3 days (not to include any day the
Senate is not in session) making changes in
legislation within that Committeesjurisdic-
tion to reduce revenue reductions for upper
income taxpayers by $51000000000 in order
to—

(1) restore current law Medicaid eligibility
for children and pregnant women;

(2) include coverage of prenatal care and
delivery services for pregnant women and
Early and Periodic Screening. Diagnostic.
and Treatment (EPSDT) for children:

(3) strike the 20 percent cut from title XX
of the Social Security Act:

(4) strike the cap on foster care adminis-
trative expenses:

Mr. DODD. This does three things. It
restores Medicaid coverage for preg-
nant women and children, both eligi-
bility and benefits: it restores the cut
in title 20. which States are widely
using for child care assistance; and.
third, it restores the cut in foster care
funds that States use to investigate re-
ports of child abuse and to recruit fos-
ter parents. Again, these are three is-
sues I think most people here believe
are critically important. This would re-
store those parts of the bill.

cHILDREN: cARINC HAS A cOsT
Mrs. MURRAY. Mr. President, I want

to speak today about the children of
this Nation. about my hope they will
not give up hope. and my wish they
will look forward to a brighter future.
I want to tell the children of this coun-
try and of my state—despite what is
going on in this current budget fight—
there are adults who care about them.

I do not want to say the adults in the
majority party don't care about our
children. This budget plan does make
me wonder, however, whether some
Members of this austere body remem-
ber what it is like to raise children:

It makes me wonder whether some
Members have ever really had to deal
with the modest problems and costs
every working family has to deal with:
the costs of child care. the costs of
medical care, the costs of school lunch.
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I would simply remind those Members:
caring does have a cost, and the cost is
in no way reflected in this budget.

Children in this country feel like
they have less to look for-ward to than
ever before. Many adults on this floor
have decried the state of our children's
present and future, and many of us
have felt the eyes of these kids upon us
as we have cast a vote or made a
speech.

So, here is what the majority will do
for our kids in this budget: they will
take away the health care coverage
that allows kids to be healthy arid
ready to learn and grow. They will
take away the child care that allows
kids' parents to work. And, they will
take away the foster care that helps
kids in serious need.

Well, we have an amendment to this
budget reconciliation bill to repair the
damage: it will restore current Medic-
aid coverage for pregnant women and
their kids, restore child care, and re-
store foster care funding.

On Medicaid. we need to preserve a
basic safety net for children born into
families of modest means. Medicaid is
not free tummy-tucks for folks who
don't need it.

Medicaid provides preventive and
emergency care for needy kids, anc
long-term care for disabled children—
who could be the children of any Amer-
ican family. We are restoring Medicaid
coverage for these children, on a per-
capita basis, instead of a block-grant
that would cause them to compete
against the elderly or other groups.

On child care, we cannot say to work-
ing mothers, struggling to stay off pub-
lic assistance, "Oh. by the way, we are
cutting money that allows you to work
for a living. The Republicans have cut
$3.3 billion in title XX child care grants
to States at the same time they are
promising $3 billion under welfare re-
form. Do not try and trick anyone.
They are cutting child care—our
amendment restores the cut.

On foster care, the majority is now
going after children who do not even
have birth-parents to rely upon. This
cut is a classic: it tells a child, "we're
really sorry that it's not working Out
with your folks, and that this is the
toughest time in your life, but we can-
not afford to pay for your foster care.'
Meanwhile, of course, the Republicans
want to give tax breaks to people who
can already afford to leave their chil-
dren in the care of a high paid nanny
every day.

Mr. President. our children are more
important to us than a number on a
balance sheet. I understand and agree
we must balance the budget. We must
preserve a future for our children, by
not handing down our debts. But let us
keep families alive, and able to work to
support and raise their kids. Otherwise,
we will shackle future generations with
a much worse kind of debt.

The PRESIDING OFFICER (Mr.
SMITH). Who yields time?

Mr. DOMENICI. Mr. President, I
move to table the Dodd motion.
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Mr. President. I ask for the yeas and

nays.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question occurs on the motion to table
the Dodd motion.

The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The result was announced, yeas 50,
nays 49, as follows:

[RolIcall Vote No. 532 Leg.]
YEAS—50

Abraham Frist McCain
Ashcroft Gramm McConnell
Bennett Grams Murkowski
Bond Grassley Nickes
Brown Gregg Pressler
Burns Hatch Roth
Campbell
Chafee
Coats
Cochran
Coverdell
Craig
DAmato
DeWine
Dole

Hatfield
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Ky!
Lott

5antorum
shelby
simpson
5mith
specter
5tevens
Thomas
Thompson

Domenici
Faircloth

Lugar
Mack

Thurmond
Warner

NAYS—49
Akaka Feinstein Lieberman
Baucus Ford Mikulski
Biden Glenn Moseley-Braun
Bingaman
Boxer
Bradley

Gorton
Graham
Harkin

Moynihan
Murray
Nunn

Breaux Heflin Pell
Bryan
Bumpers
Byrd
Cohen
Conrad
Daschle
Dodd

Hollings
lnouye
Johnston
Kennedy
Kerrey
Kerry
Kohl

Pryor
Reid
Robb
Rockefeller
sarbanes
5imon

Dorgan
Exon

Lautenberg
Leahy

5nowe
Welistone

Feingold Levin

So, the motion to lay on the table
the Dodd motion to commit was agreed
to.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the mo-
tion was agreed to.

Mr. DOLE. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. earlier we

had suggested that three Medicare
amendments by Senator FEINGOLD,
Senator MOSELEY-BRA.UN, and Senator
ROCKEFELLER be combined into one. We
agreed that each Senator would have 30
seconds to explain their joint amend-
ment.

At this time. I ask the Chair to rec-
ognize Senator FEINGOLD, then Senator
MOSELEY-BRAUN, and then Senator
ROCKEFELLER.

I congratulate them for expediting
the process.

Mr. BYRD. Mr. President, I do not
believe consent has been given to pack-
age amendments.

The PRESIDING OFFICER. Is there
objection to the request?
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Mr. BYRD. Reserving the right to ob-

ject, may we have order in the Senate.
The PRESIDING OFFICER. The Sen-

ate will be in order.
The senior Senator from West Vir-

ginia.
Mr. BYRD. Mr. President, if this

were the only time we would have a re-
quest for three amendments in one
package, it might be all right. My
problem with this is two or threefold.
One, if we start down this road of pack-
aging three amendments, the next time
it will be four, and the next time five.
Suppose someone objects. and would
like to vote against one of the amend-
ments in the package? He has to vote
against the whole package. That is No.

No. 2, if permission is given for this
request, then I would assume our
friends on the other side of the aisle
will think they are entitled to package
three or four amendments, but there
may then be some objections over here.

So it seems to me to at least prevent
ill will, hard feelings, and streamlining
the process further—we do not know
what we are voting on now. It is an ab-
solute absurdity what is going on here.

I am not going to object in this one
instance. But who is going to be the
next to make such a request?

I do not object in this one instance.
Mr. DOMENICI. I thank the Senator.
The PRESIDING OFFICER. The Sen-

ator from West Virginia is recognized.
AMENDMENT NO. 3019

(Purpose: To retain 1-year Medicaid coverage
for recipients of assistance under State
plans funded under part A of title IV who
lose medicaid eligibility because of income
when the recipient enters the work force)
Mr. ROCKEFELLER. Mr. President, I

send an amendment to the desk and
ask for its consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from West Virginia (Mr.

ROCKEFELLER), for himself, Mr. FEINCOLD,
and Ms. MO5ELEY-BRAUN proposes an amend-
ment numbered 3019.

Mr. ROCKEFELLER Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

(The text of the amendment appears
in today's RECORD under 'Amendments
Submitted.')

Mr. ROCKEFELLER. Mr. President, I
am proud to offer this amendment with
Senator MOSELEY-BRAUN and also Sen-
ator FEINGOLD. It basically does three
things, and we combine them for the
sake of efficiency.

We propose several improvements to
the Medicaid Program. One is to help
low-income families get health care
when they move from welfare to work.
Second is to help seniors get long-term
care. And third is to make it much bet-
ter for pregnant women and chil-
dren.——

The PRESIDING OFFICER. The time
of the Senator from West Virginia has
expired.
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Mr. ROCKEFELLER. Twelve years
and under to have standards for their
health benefit packages.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. FEINGOLD addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Wisconsin.
Mr. FEINGOLD. Mr. President. this

amendment provides for flexible com-
munity and home-based, long-term
care programs for individuals with dis-
abilities of any age that have been
Medicaid funded by striking provisions
in the bill providing new tax expendi-
tures for long-term care insurance and
expanded IRA's.

The amendment would save $2.3 bill-
lion over 7 years. It is based on a very
successful program in Wisconsin that
has saved us hundreds of millions of
dollars by keeping people in the com-
munity rather than in nursing homes.

The PRESIDING OFFICER. The time
of the Senator has expired.

Ms. MOSELEY-BRAUN addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Illinois is recognized for 20
seconds.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, the other part of the amendment
has to do with people who are
transitioning from welfare to work so
we can provide that they will not lose
health coverage, and particularly that
the children will not be put in jeopardy
of losing their health care when their
parents go into the work force. Over a
million children will be involved with
this. Mr. President, and I encourage
support for providing a minimal safety
net for them.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. DOMENICI addressed the Chair.
Ms. MOSELEY-BRAUN. Mr. Presi-

dent. I appreciate your graciousness.
Senator FEINSTEIN had an amendment
like this and would like to be a cospon-
sor, and I ask unanimous consent she
be added as a cosponsor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from New Mexico.
Mr. DOMENICI. Mr. President, Sen-

ator MOSELEy-BRAUN's amendment cre-
ates new entitlements, not germane.
mandates on the States that are not
found in the bill. Senator FEINGOLD'S
long-term care amendment which has
been added here—is that correct?
Whose long-term care amendment is
here?

Mr. EXON. Senator FEINGOLD.
Mr. DOMENICI. Senator FEINGOLD,

excuse me. He would destroy the badly
needed relief proposals and spend the
money on Medicaid. The amendments
are filled with these kinds of things.
but overall they violate the Budget Act
for germaneness. and I make a point of
order.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President. pursuant

to section 904 of the Congressional
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Budget Act. I move to waive the sec-
tions of that act for the purpose of con-
sidering the amendment, and I ask for
the yeas and nays on the motion to
waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to waive the Budget Act for the consid-
eration of the amendment. The yeas
and nays are ordered. The clerk will
call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 45.
nays 54. as follows:

ERoilcall Vote No. 533 Leg.]
YEAS—45

Akaka Feinstein Lieberman
Biden Ford Mikuiski
Bingaman Glenn Moseley.Braun
Boxer Harkin Moynihan
Bradley Heflin Murray
Breaux Hollings Pe1
Bumpers lnouye Pryor
Byrd Jeffords Reid
cohen Johnston Robb
conrad Kennedy Rockefe1er
Daschle Kerry Sarbanes
Dodd Kohl Simon
Dorgan Lautenberg Snowe
Exon Leahy Specter
Feingold Levin Westone

NAYS—54
Abraham Faircioth Lugar
Ashcroft Frist Mack
Baucus Gorton Mccain
Bennett Graham Mcconne1
Bond Gramm Murkowski
Brown Grams Nickks
Bryan Grassley Nunn
Burns Gregg Pressler
campbell Hatch Roth
charce Hatfield Santorum
coats Helms SheThy
cochran Hutchison Simpson
coverdell Inhofe Smith
crag Kassebaurn Stevens
DAmato Kempthorne Thomas
DeWine Kerrey Thompson
Dole Kyl Thurmond
Domenici Lott Warner

The PRESIDING OFFICER. On this
vote the yeas are 45. the nays are 54.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is not agreed
to. The point of order is sustained and
the amendment falls.

Mr. DOMENICI. Is Senator PRESSLER
here? We are next on this side and want
to do his wheat amendment.

Has the Senator an amendment ready
on his side?

Mr. EXON. Yes. I am ready.
Mr. DOMENICI. I might announce on

our side, if Senator PRESSLER would
come to the floor. If he cannot make it
for some reason. let us take Senator
GRASSLEY. Senator GRASSLEY will be
next after the Democrat amendment.
All right.

Does the Senator have an amend-
ment ready?

Mr. EXON. We do have the Mikulski
amendment.

I recognize Senator MIKULSKI from
Maryland for the purpose of—before I
recognize her, I ask unanimous consent
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that it be in order that the Senator
from Maryland be permitted to offer a
motion to instruct conferees on the
clinical lab standards at this time.

Mr. DOMENICI. Was that a consent
request?

Mr. EXON. Yes.
Mr. DOMENICI. I have to object

while I speak for a minute on it.
The PRESIDING OFFICER. Objec.

tion is heard.
Mr. DOMENICI. I object.
You have something else?
Ms. MIKULSKI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Maryland.
Ms. MIKULSKI. Mr. President. I

thought it—recognizing the Senators
right, certainly, to object—I thought it
had been cleared that I could offer my
amendment and that it had been
cleared with the Republican leadership.
So I am happy to wait and let another
amendment go by. I think we need to
clarify this situation.

Mr. DOMENICI. Why does the Sen-
ator need consent to proceed with an
amendment? Why? Does the Senator
need unanimous consent?

Ms. MIKULSKI. No.
I thought it was agreed that no one

would object to this coming up. I say
to the Senator. I am surprised the Sen-
ator objected.

Mr. DOMENICI. Mr. President. I
think we are going to be able to agree
with the Senator shortly. Can the Sen-
ator wait a little bit?

Ms. MIKULSKI. I will be happy to
wait.

Mr. DOMENICI. I thank the Senator
very much.

Mr. EXON. Mr. President. since the
Mikulski matter has been set aside
temporarily, the next amendment is an
amendment regarding dairy, offered by
the Senator from Wisconsin. Senator
FEINGOLD. I yield 30 seconds on our side
to him for that stated purpose.

AMENDMENT NO. 2999

(Purpose: To strike the provision relating to
the milk manufacturing marketing adjust.
ment which provides special treatment to
California cheese processors at a budget
cost of $20 million)
Mr. FEINGOLD. Mr. President, I

offer an amendment on behalf of my-
self, Senator PRESSLER, Senator
GRAMS, Senator MCCAIN, and Senator
KOHL. which I send to the desk and ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The legislative clerk read as follows:
The Senator from Wisconsin IMr.

FEINCOLD]. for himself. Mr. PRES5LER. Mr.
GFw1s. Mr. McCAIN. and Mr. KOHL. proposes
an amendment numbered 2999.

Mr. FEINGOLD. Mr. President. I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
On page 33. strike lines 21 through 24.
Mr. FEINGOLD. Mr. President, the

1990 farm bill contains a provision de-
signed to prevent California cheese
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processors from receiving artificial
milk manufacturing incentives which
are significantly higher than those al-
lowed in the rest of the country under
the Federal milk product support pro-
gram.

The reconciliation bill repeals this
provision resulting in a $20 million cost
to the Federal taxpayer by the pur-
chase of additional cheese surpluses
from California. This amendment
strikes that provision and leaves cur-
rent law intact and saves $20 million.

The PRESIDING OFFICER. The
pending question is amendment No.
2999.

Mr. DOMENICI. That is the amend-
ment that was just described?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. DOMENICI. Do I not have 30 sec-
onds to respond?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. DOMENICI. Mr. President, the
Agriculture Committee bill would re-
peal section 102 of the 1990 farm bill.
Section 102 was put in that bill to over-
ride State operating orders. It has been
in existence for 5 years arid has never
been used.

It seems to me we ought to remain
consistent and we ought to defeat the
amendment.

I move to table the amendment and
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay on the table amendment No.
2999. The yeas and nays have been or-
dered. The clerk will call the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 57.
nays 42. as follows:

(Rolicall Vote No. 534 Leg.]
YEAS—57

Baucus Ford Lieberman
Bennett Frist Lott
Bond Gorton Lugar
Boxer Graham Mack
Breaux Gramm McConnell
Brown Hatch Mikulski
Campbell Hatfield Moynihan
Chafcc Heflin Murkowski
Coats Helms Nickles
Cochran Hollings Roth
Cohcn Hutchison Santorum
Coverdell Inhofe Shelby
Craig lnouye Simpson
DAmato Jeffords Snowe
Dodd Kassebaum Specter
Dole Kempthorne Thomas
Domenici Kyl Thompson
Faircioth Leahy Thurmond
Feinstein Levin Warner

NAYS—42
Abraham Daschle Kennedy
Akaka DeWine Kerrey
Ashcroft Dorgan Kerr)'
Biden Exon Kohl
Bingaman Feingold Lautenberg
Bradley Glenn McCain
Bryan Grams MoseleyBraun
Bumpers Grassley Murray
Burns Gregg Nunn
Byrd Harkin Pell
Conrad Johnston Pressler

CONGRESSIONAL RECORD — SENATE
Pryor Rockefeller Smith
Reid Sarbanes Stevens
Robb Simon Welistone

So the motion to lay on the table the
amendment (No. 2999) was agreed to.

Mr. SIMON. Mr. President. I move to
reconsider the vote, and I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. Are there
further amendments to the bill?

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader is recognized.
Mr. DOLE. Mr. President. I am not

quite certain where we are in the proc-
ess. Some have suggested that we take
a couple hours recess here to try to get
the amendments into a little group. I
do not know how many are left. We do
not have any idea how much longer it
is going to take.

We are trying to decide whether to
leave here at six and come back at nine
in the morning, or whether to take an
hour break and see if we cannot further
winnow down the pumber of amend-
ments. We would like to finish it some-
time tomorrow.

RECESS
Mr. DOLE. I ask that we stand in re-

cess for 20 minutes.
There being no objection. the Senate.

at 3:46 p.m.. recessed until 4:17 p.m.;
whereupon, the Senate reassembled
when called to order by the Presiding
Officer (Mr. COATS).

The PRESIDING OFFICER. The ma-
jority leader is recognized.

Mr. DOLE. Mr. President. I had a dis-
cussion with the Democratic leader.
Senator DASCHLE. We have had discus-
sions here with Members on both sides.

It is my understanding we can now.
maybe shortly. propound a list of
amendments and only those amend-
ments would be in order. Hopefully.
they will not all be offered, but that is
where we are right now.

I think, in the meantime. I am pre-
pared to consent to the request of the
Senator from Maryland. Senator MI-
KULSKI. who made a unanimous-con-
sent request that we might have a vote
on a motion to instruct before passage
rather than after passage.

I have no objection to that request.
We are trying to work out the motion
itself.

Ms. MIKULSKI. I thank the leader
for his consideration. What, then,
would he advise me to do? Just wait
patiently. as is my temperament?

Mr. DOLE. The Senator has always
been patient. But I would ask that the
Senator be permitted to offer it before
the vote rather than after the vote. I
make that unanimous-consent request.

The PRESIDING OFFICER. Is there
objection? Without objection. it is so
ordered.

Mr. DOLE. We will try to work it out
so maybe it will go very quickly.

Ms. MIKULSKI. I thank the leader.
Mr. DOLE. In the meantime. I guess

we can just continue back and forth.
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Mr. DOMENICI. I think I have one

here which I would like to go ahead
and get done, which is an amendment
of Senator GRASSLEY regarding Indian
health.

Mr. EXON. It has been approved.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
AMENDMENT NO. 2955

Mr. DOMENICI. Mr. President. I send
an amendment to the desk on behalf of
Senator GRASSLEY.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico jMr. DOMEN-

ici]. for Mr. GRASSLEY. proposes an amend-
ment numbered 2955.

Mr. DOMENICI. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 862. line 16.
Subsection (e) of Section 2123 is amended

by adding , other than a program operated
or financed by the Indian Health Service."
after 'other federally operated or financed
health care program'.

Mr. DOMENICI. Mr. President, this
has been cleared on both sides. Senator
GRASSLEY has taken an interest in a
concern of the Indian Health Service
with reference to Medicaid and other
third party reimbursement programs.
This gives them permission to get in-
volved in that program as a health de-
livery system.

Mr. EXON. Mr. President. I yield the
remainder of my time. We agree with
the amendment. I ask for the vote.

The PRESIDING OFFICER. If there
be no further debate, the question is on
agreeing to the amendment.

The amendment (No. 2955) was agreed
to.

Mr. EXON. Mr. President. I move to
reconsider the vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON. Mr. President. moving
ahead in the fashion in which we have
been plowing ahead and making some
progress, the next amendment on this
side would be by the Senator from
Iowa, Senator HARKIN.

I yield our time on his amendment to
him for the description and introduc-
tion of the amendment.

AMENDMENT NO. 3020

(Purpose: To support the President's promise
in 1993 to not require significant additional
cuts in programs that affect rural Amer-
ica. to preserve the safety net for family
farmers which represent the backbone of
American Agriculture, to maintain the
competitiveness of American Agriculture.
and to ensure a future supply of American
Agricultural products)
Mr. HARKIN. Mr. President, I send

an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The assistant legislative clerk read

as follows:
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The Senator from Iowa (Mr. !-{ARK1N), for

himself, Mr. DA5CHLE, Mr. DORCAN, Mr.
WELLSTONE. Mr. HEFLIN. and Mr. BUMPERS.
proposes an amendment numbered 3020.

Mr. HARKIN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

(The text of the amendment appears
in todays RECORD under 'Amendments
Submitted.')

Mr. HARKIN. Mr. President, I offer
this amendment on behalf of myself
and Senators DASCHLE, DORGAN,
WELLSTONE. HEFLIN, and BUMPERS.

Basically. Mr. President. this is an
agricultural substitute. It cuts $4.2 bil-
lion Out of agriculture, not the $12.6
billion that is in the bill. It provides
for a two-tier marketing loan system
for wheat and feed grains. And we off-
set the cost of the bill by striking the
provisions of the bill affecting the al-
ternative minimum tax.

So basically. if you want a fairer
farm bill for our farmers and rural peo-
ple. this is it. It only cuts $4.2 billion,
not the $12.6 billion in the bill. And we
do have an offset.

Mr. DOMENICI. Mr. President, this is
a rewrite of the farm bill which is in
this reconciliation bill. After much
concern and consideration, the Com-
mittee on Agriculture provided a farm
bill which reforms much of agriculture
in America.

I do not believe we ought to be
undoing that here with a total sub-
stitute. It is not germane and is sub-
ject to a point of order under the Budg-
et Act. And I raise a point of order
against the pending amendment.

Mr. EXON. Mr. President. pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
purpose of the consideration of the
pending amendment, and I ask for the
yeas and nays on the motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Nebraska. On this
question. the yeas and nays have been
ordered, and the clerk will call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 31.
nays 68, as follows:

[Rollcall Vote No. 535 Leg.]
YEAS—31

Akaka Feinstein Leahy
Baucus Ford Mikuiski
Boxer
Bryan
Bumpers
Conrad
Daschle
Dodd
Dorgan
Exon

Glenn
Harkin
Heflin
Hollings
InoUye
Kennedy
Kerrey
Kerry

Moselcy-Braun
Moyniha
Murray
Pryor
Robb
5imon
Welistone

Feingold Kohl

NAYS—68
Abraham Frst McCain
Ashcroft Gorton McConnell
Bennett Graham Murkowski
8iden Gramm Nickles
8ingaman Grams Nunn
Bond Grassley PcI!
Bradley
5rcaux
Brown
8urns
Byrd
Campbell
Chafee
Coats
Cochran
Cohen
Coverdell
Craig
D'Amato

Gregg
Hatch
Hatfield
Helms
Hutchson
Inhofe
Jeffords
Johnston
Kassebaum
Kempthorne
Kyl
Lautenberg
Levin

Press]er
R d

Rockefeller
Roth
Santorurn
Sarbanes
Shelby
Simpson
Smith
Snowe
Specter
Stevens

DeWine Lieberman Thomas
Dole Lott Thompson
Domenici Lugar Thurmond
Faircioth Mack Warner

The PRESIDING OFFICER. On this
vote, the yeas are 31. the nays are 68.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is not agreed
to.

This amendment adds new subject
matter and therefore is not germane.
The point of order is sustained. The
amendment fails.

Mr. DOLE. Are there further amend-
ments?

The PRESIDING OFFICER. Are there
further amendments?

AMENDMENT NO. 2986

Mr. DOMENICI. Senator SPECTER has
a sense of the Senate amendment.

Mr. SPECTER. Mr. President. I call
up amendment 2986.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania is recognized.

Mr. SPECTER. Mr. President. is it in
order to modify the amendment?

AMENDMENT NO. 2986. AS MODIFIED

(Purpose: To express the sense of the Senate
concerning a flat tax and reform of the
current Tax Code)
Mr. SPECTER. I send a modification

to the desk.
The PRESIDING OFFICER. The

clerk will report the amendment.
The legislative clerk read as follows:
The Senator from Pennsylvania [Mr. SPEC.

TER] proposes amendment numbered 2986. as
modified.

Mr. SPECTER. I ask unanimous con-
sent that further reading of the amend-
ment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the appropriate place in the bill, insert

the following new section: SEc. . Sense of
the Senate.—

(a) FNDINCS.—The Senate finds that—
(1) The current Internal Revenue Code.

with its myriad deductions, credits and
schedules, and over 12.000 pages of rules and
regulations. is long overdue for complete
overhaul;

(2) It is an unacceptable waste of our na-
tion's precious resources when Americans
spend an estimated 5.4 billion hours every
year compiling information and filing out
Internal Revenue Code tax forms, and in ad-
dition, spend hundreds of billions of dollars
every year in tax code compliance. Ameri-
ca's resources could be dedicated to far more
productive pursuits:

(3) The primary goal of any tax reform
must be to unleash growth and remove the
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inefficiencies of the current tax code, with a
flat tax that will expand the economy by an
estimated $2 trillion over seven years:

(4) Another important goal of tax reform is
to achieve fairness, with a single low flat tax
rate for all individuals and businesses and an
increase in personal and dependent exemp-
tions. is preferable to the current tax code;

(5) Simplicity is another critically impor-
tant goal of tax reform, and it is in the pub-
lic interest to have a ten-lined tax form that
fits on a postcard and takes 10 minutes to fill
out:

(6) The home mortgage interest deduction
is an important element in the financial
planning of millions of American families
and must be retained in a limited form: and

(7) Charitable organizations play a vital
role in our nation's social fabric and any tax
reform package must include a limited de-
duction for charitable contributions.

(b) SENSE OF THE SENATE—It is the sense
of the Senate that Congress should proceed
expeditiously to adopt flat tax legislation
which would replace the current tax code
with a fairer, simpler, pro-growth and deficit
neutral flat tax with a low, single rate.

Mr. SPECTER. Mr. President—within
30 seconds—this amendment expresses
the sense of the Senate that Congress
should proceed to adopt a flat tax. It
does not specify the precise type of a
flat tax. There has been a lot of expres-
sion in favor of a flat tax as being
progrowth, not regressive with a sub-
stantial exemption for individuals.

And I ask my colleagues to support
this concept in general terms with this
sense of the Senate resolution.

I yield back the balance of my time.
Mr. EXON. Mr. President. this

amendment has no effect on reducing
the deficit, which is what this bill is all
about. It is a good political statement
for people who are involved in politics
at this particular time in the year. I
think we do not have the time to look
at this. I may be for a flat tax at some
time in the future, but this is not the
place or the time to put the Senate on
record.

Therefore. Mr. President, I raise a
point of order that the pending amend-
ment is extraneous and violates the
Byrd Rule. section 313(b)(l)(A) of the
Congressional Budget Act of 1974.

Mr. SPECTER. Mr. President, I move
to waive that section.

The PRESIDING OFFICER. The mo-
tion is made to waive.

Mr. SPECTER. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question occurs on the motion to waive
the Budget Act.

The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 17.
nays 82.

CONGRESSIONAL RECORD — SENATE
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[Rolicall Vote No. 536 Leg.]

YEAS—17

Grams
Grassley
Helms
Inhofe
Kern pthorne
Lott

NAYS—82
Feinstein
Ford
Frist
Glenn
Gorton
Graham
Gramm
Gregg
Harkin
Hatch
Hatfield
Heflin
Hollings
Hutchison
lnouye
Jeffords
Johnston
Kassebaum
Kennedy
Kerrey
Kerry
Kohl
Kyl
Lau ten berg
Leahy
Levin
Lieberman
Lugar

The PRESIDING OFFICER. On this
vote, the yeas are 17, the nays are 82.
Three-fifths of the Senators duly cho-
sen and sworn, not having voted in the
affirmative, the motion is rejected.

The amendment of the Senator from
Pennsylvania presents nonbinding
sense-of-the-Senate language and has
no budgetary effect. Therefore, it is out
of order under section 313(b)(1)(A) of
the Budget Act.

The point of order is sustained. The
amendment falls.

CHANGE OF VOTE

Mr. PRESSLER. Mr. President, on
rollcall vote 534. I voted "yea." It was
my intention to vote nay.'• Therefore.
I ask unanimous consent to change my
vote. This will in no way change the
outcome of the vote.

The PRESIDING OFFICER. Without
objection. it is so ordered.

(The foregoing talley has been
changed to reflect the above order.)

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, the next

amendment will be offered by Senator
WELLSTONE, the Senator from Min-
nesota. I yield him 30 seconds for that
purpose at this time.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized for
30 seconds.

CONGRESSIONAL RECORD — SENATE
AMENDMENT NO. 3021

(Purpose: To target commodity-program
benefits to small and moderate-sized farm
operations, and to ensure that large farm
operations contribute to deficit reduction.
by requiring that agricultural payment
limitations be directly attributed to indi-
viduals and set at a maximum of $40000 per
person for payments. with resulting sav-
ings applied to the purpose of reducing the
number of unpaid flex acres for farm-pro-
gram participants within the payment lim-
itations. and for reducing the size of the
budget reduction in the Conservation Re-
serve Program)
Mr. WELLSTONE. Mr. President, I

send an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report the amendment.
The legislative clerk read as follows:
The Senator from Minnesota lMr.

WELLSTONE}, for himself and Mr. LIEBERIVLAN.
proposes an amendment numbered 3021.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the appropriate place. insert:

SEC. 1. PAYMENT LIMITATION
Strike section 1110 and insert the follow-

ing:
SEC. 1110. EXTENSION OF RELATED PRICE SUP.

PORT PROVISIONS.
"(a) IN GENERAL—Section 1001 of the Food

Security Act of 1985 (7 U.S.C. 1308) is amend-
ed by striking paragraph (1) and inserting
the following:

(1) LIMITATION.—
"(A) PAYMENTS—Subject to sections IOOIA

through 1001C, for each of the 1996 and subse-
quent crops. the total amount of deficiency
payments and land diversion payments and
payments specified in clauses (iii). (iv), and
(v) of paragraph (2)(B) that a person shall be
entitled to receive under I or more of the an-
nual programs established under the Agricul-
tural Act of 1949 (7 U.S.C. 1421 et seq.) for
wheat, feed grains, upland cotton, extra long
staple cotton. rice and oilseeds (as defined in
section 205(a) of the Act (7 U.S.C. 1446t) may
not exceed $40.000.

(B) DIRECT ATrRIBUTION.—The Secretary
shall attribute payments specified in sub.
paragraphs (A) and (8) and paragraph (2) to
persons who receive the payments directly
and attribute the payments received by enti-
ties to individuals who own the entities in
proportion to their ownership interest in the
entity.

(b) CONFORMING AMENDMENT.—
"(1) Section 1001(2)(A) of the Act (7 U.S.C.

1308(2)(A)) is amended by striking 1991
through 1997' and inserting 1996 and subse-
quent'.

'(2) Section 1001(2)(8)(iv) of the Act (7
U.S.C. 1308(2)(B)(iv)) is amended by striking
107B(a)(3) or 105B(a)(3)' and insert 304(a)(3)
or 305(a) (3).

''(3) Section 1001 (2) (8) (v) of the Act (7
U.S.C. 1308(2)(B)(v)) is amended by striking
'1078(b). 105B(b). 103B(b), 1018(b), IOIB(b).
and insert '302. 303. 304. 305..

"(4) Section IOOIC(a) of the Act (7 U.S.C.
1308—3(a)) is amended by striking 1991
through 1997' each place it appears and in-
serting '1996 and subsequent.'
SEC. 2. COMMODITY PROGRAMS

(a) Strike Section 1103(4)(c) (ii) (I) and insert
the following:

(I) by striking •85 percent and inserting
'72.5 percent:
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(b) Strike section 1104(4) (C) (ii) (I) and insert

the following:
(I) by striking '85 percent and inserting

'72.5 percent:
(c) Strike section 1105(4) (c) (ii) (I) and insert

the following:
(I) by striking '85 percent' and inserting

72.5 percent; and
(d) Strike section 1106(4)(C)(ii)(I) and insert

the following:
(I) by striking '85 percent and inserting

72.5 percent
SEC. 3. CONSERVATION RESERVE PROGRAM

Amend section 1201(a) by striking '(1)
$1787000000 for fiscal year 1996' and all that
follows through '$974,000,000 for fiscal year
2002 and insert the following—

(1) $1802000000 for the fiscal year 1996:
(2) $1811000000 for the fiscal year 1997:
(3) $1476000000 for the fiscal year 1998:
(4) $1277000000 for the fiscal year 1999

'(5) $1131000000 for the fiscal year 2000;
(6) $1029000000 for the fiscal year 2001:

and
(7) $1004000000 for the fiscal year 2002."

Mr. WELLSTONE. Mr. President,
may I have order in the Chamber first,
please?

The PRESIDING OFFICER. The Sen-
ate will please be in order. Senators
please take their conversations else-
where.

Mr. WELLSTONE. Mr. President.
this would limit the farm payments to
$40,000 a year. Over the last 10 years,
only 2 percent of the recipients have
received more than that.

It saves $1.6 billion over 7 years. It
assures that the larger farmers are a
part of deficit reduction and from these
savings, this goes back to help some of
the mid-sized farmers and also the Con-
servation Reserve Program.

I send this amendment to the desk
with Senator LIEBERMAN as a cospon-
sor.

The PRESIDING OFFICER. Who
seeks recognition?

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. this is

another attempt, in a slightly different
way. to restructure the agricultural re-
form provisions in this bill, worked on
at length by our committee.

I do not believe it violates the Budg-
et Act, so I move to table and ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay on the table amendment No.
3021. The yeas and nays have been or-
dered. The clerk will call the roll.

The legislative clerk called the roll.
The result was announced—yeas 64.

nays 35, as follows:
(Rollcall Vote No. 537 Leg.1

YEAS—64

Akaka Boxer Coats
Ashcroft Breaux cochran
Baucus Brown Coverdell
Bennett Bumpers Craig
Biden Burns DAmato

Bau cus
Breaux
Brown
Campbell
Craig
Dole

Abraham
Akaka
Ashcrott
Bennett
Biden
Bingaman
Bond
Boxer
Bradley
Bryan
Bumpers
Burns
Byrd
Chafee
Coats
Cochran
Cohen
Conrad
Coverdell
DAmato
Daschle
DeWine
Dodd
Domenici
Dorgan
Exon
Faircloth
Feingold

Murkowski
Nckles
Pressler
Reid
Specter

Mack
McCain
McConnell
Mikulski
Moseley-Bratn
Moynihan
Murray
Nunn
Pell
Pryor
Robb
Rockefeller
Roth
Santorum
Sarbanes
Shelby
Simon
Simpson
Smith
Snowe
Stevens
Thomas
Thompson
Thurmond
Warner
Welistone



October 27, 1995
DeWine Hollings Nickles
Dole Hutchison Nun,,
Domenici Inhofe Pryor
Faircioth Inouye Roth
Feinstein Johnston Santorum
Ford
Frist
Gorton
Craham
Cramm
Crams
Cregg
Hatch
Hatfield

Kassebaum
Kempthorne
Kerrey
Kyl
Lott
Lugar
Mack
McCain
McConnell

Sheily
Simpson
Smith
Specter
Stevens
Thomas
Thompson
Thu rmod

Heffin Murkowski Warner
Helms Murray

NAYS—35
Bingaman Glenn MoseleyBraun
Bradley
Bryan

Grassley
Harkin

Mynihan
Pell

Byrd Jeffords Pressler
Chafee Kennedy Reid
Cohen
Conrad
Daschle
Dodd
Dorgan
Exon
Feingold

Kerry
Kohl
Lautenberg
Leahy
Levin
Lieberman
Mikuiski

Robb
Rockefeller
Sarbanes
Simon
Snowe
Welistone

So the motion to lay on the table the
amendment (No. 3021) was agreed to.

AMENDMENT NO. 3O2

(Purpose: To make the 'managers
amendments to the bill)

Mr. EXON. Mr. President, I send an
amendment to the desk on behalf of
Senator BROWN and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from New Mexico IMr. DOMEN-
IC!], for Mr. BROWN, proposes an amendment
numbered 3022.

Mr. DOMENICI. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 13, strike lines 6 through 12 and in-

sert the following:
SEC. IZI. LEAsE-PURCHASE OF OvERsEAS PROP-

ERTY.
(a) AUTHORITY FOR LEASE-PuRcI-IASE.—Sub-

ject to subsections (b) and Cc), the Secretary
is authorized to acquire by lease-purchase
such properties as are described in sub-
section (b), if—

(1) the Secretary of State. and
(2) the Director of the Office of Manage-

ment and Budget.
certify and notify the appropriate commit-
tees of Congress that the lease-purchase ar-
rangement will result in a net cost savings
to the Federal government when compared
to a lease, a direct purchase, or direcz con-
struction of comparable property.

(b) LocATioNs AND L1ilTATioNs.—The au-
thority granted in subsection (a) may be ex-
ercised only—

(1) to acquire appropriate housing for De-
partment of State personnel stationed
abroad and for the acquisition of other facili-
ties, in locations in which the United States
has a diplomatic mission: and

(2) during fiscal years 1996 through 1999.
(c) AUThORIZATION OF FUNDJNG.—Funds for

lease-purchase arrangements made pursuant
to subsection (a) shall be available from
amounts appropriated under the authority of
section 111(a)(3) (relating to the Acquisition
and Maintenance of Buildings Abroad' ac-
count).

Mr. DOMENICI. Mr. President I
think this has been cleared on both
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sides. This has to do with lease-pur-
chase agreements and authority to. do
that interagency, between agencies o
the Government.

Mr. EXON. Mr. President. I yield
back the remainder of my time. We ap-
prove of the amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 3022) was agreed
to.

Mr. EXON. I move to reconsider the
vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON. Mr. President, I believe
the next amendment that we have
would be by the Senator from New Jer-
sey.

I yield 30 seconds for the purpose of
an explanation of the amendment to
the Senator from New Jersey.

AMENDMENT NO. 3023

(Purpose: To strike sections 5400 and 5401 of
the reconciliation bill. sections which pro-
vide for the discounted prepayment of con-
struction costs currently owed by farmers
to the Federal government for irrigation
water provided under the Reclamation pro-
gram. thereby relieving them of the 960
acre limitation on delivery of federally
subsidized water contained in the Reclama-
tion Reform Act of 1982)
Mr. BRADLEY. I send an amendment

to the desk.
The PRESIDING OFFICER. The

clerk will report.
The legislative clerk read as follows:
The Senator from New Jersey lMr. BRAD-

LEYJ, proposes an amendment numbered 3023.
Strike sections 5400 and 5401.
Mr. BRADLEY. Mr. President, I

move to strike sections 5400 and 5401 of
the reconciliation bill, These provi-
sions represent corporate welfare at its
worst. They direct costly Federal irri-
gation subsidies—originally intended
to support small family farmers—to
the largest farm operations in the
West. They will benefit only a handful
of wealthy individuals. I oppose grant-
ing additional subsidies to those least
in need of Federal handouts, and ask
my colleagues to do the same.

When the Reclamation Program
began in 1902. Congress provided low
cost irrigation water to small. 160 acres
or less, family farms. The policy was
intended to help small farmers; large
farms were explicitly excluded from
the subsidies.

In 1982, Congress recognized that the
average family farm had grown, and in-
creased the acreage limitations from
160 acres to the present 960 acres. Hold-
ers larger than 960 acres were required
to pay full cost for irrigating their ex-
cess holdings.

The reconCiliation bill creates a loop-
hole permitting the wealthiest farmers
to avoid paying full cost instead of the
subsidized price. It allows farmers with
excess holdings to prepay for their
water—nothing wrong with that—but
at the subsidized rates intended for
small family farms. For these large
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farm operations. the cost of prepaying
could be less than the cost of 1 years
irrigation water. These individuals
would then be exempt forever from
acreage limitations and full-cost pric-
ing, even if the Federal Government
makes new investments that would en-
hance their water projects. The net
present value of the benefits to these
individuals—and loss to the U.S. Treas-
wy—could exceed Sl,000 an acre. How
can we justify such welfare for the
wealthiest?

As a result of this provision, the very
family farmers for whom the Reclama-
tion Program was designed will face
ever-larger competitors who obtain
even greater subsidies than the small
farmer. This change in policy would be
accomplished without hearings and
without any meaningful analysis of im-
pacts, taxpayer costs, winners or los-
ers. It also is not fair to the many
farmers throughout the West who have
complied with the letter and intent of
reclamation law, and did not seek addi-
tional discounts or waivers of key pro-
visions of Federal law. I believe that
allowing people to buy their way Out of
Federal regulations is fundamentally
unfair: to offer them a discount just
compounds the inequity.

Mr. CRAIG. Mr. President, I rise in
strong opposition to the motion by the
Senator from New Jersey to strike the
provisions in the title of the Commit-
tee on Energy and Natural Resources
that would repeal the prohibition on
prepayment of construction charges.

I read with some interest the Dear
Colleague' sent around by the Senator
from New Jersey. It presents a curious
and inaccurate history of reclamation
provisions. Its description of the com-
mittee provision is also flawed. The
letter uses the rhetoric of 'corporate
welfare" and - costly * * subsidies
as if they were some magic incantation
that would transform the true intent of
the motion. The committee language
does not create a loophole: it termi-
nates a foolish restriction inserted in
the 1982 Reclamation Reform Act to
prevent irrigation districts and indi-
viduals who hold repayment or water
service contracts from prepaying their
debt. Prior to 1982, that limitation did
not exist.

The letter is not correct about the
history of reclamation law that led to
the 1982 act. The letter states that
when the reclamation program began
in 1902, Congress provided low cost irri-
gation water to small—160 acres or
less—family farms. That sounds nice,
but it simply is not true. First of all.
Congress decided that unlike other
public works projects that had been
fully funded by the Congress. in the
case of reclamation projects, the bene-
ficiaries would have to repay the Fed-
eral Government for their allocable
costs. The irrigation component would
be without interest, but it would have
to repaid. Contrast that with the com-
plete subsidy given to farmers who ben-
efit from Corps projects in New Jersey
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and elsewhere who repay nothing be-
cause their benefits are called flood
control.

The statement is also inaccurate in
suggesting that Congress provided the
water, since in many of the early
projects. such as the Newlands Project.
the water users held, and still hold, the
water rights. What the Federal Govern-
ment did was provide the financing for
the storage and conveyance systems.
Even where the Federal Government
obtained the water rights for a project.
the Reclamation Act specifically re-
quired the rights to be obtained in full
compliance with State law, and the Su-
preme Court made it clear that the
Federal Government held those rights
as a trustee for the water users. Con-
gress did not provide water. In addi-
tion. the suggestion that Congress was
providing low-cost water would come
as a surprise to the water users who
were required to reimburse the Federal
Government annually for all operation
and maintenance costs as well as a por.
tion of the capital construction costs.
Granted the Federal Government was
not seeking to make a profit, but re
payment was a new concept imposed on
the reclamation program.

The statement also says that the pro-
gram was limited to small (160 acres
or less) family farms'. In fact, the rec-
lamation program spoke of individual
ownership limitations. Each person
could own 160 acres. So could that per-
son's spouse and so could each of that
person's children. A family with four
children could own 960 acres. In addi-
tion, there were no limitations on how
much additional land could be leased.
That family could lease an additional
thousand acres in addition to the 960
acres it owned. One major problem that
the 1982 reclamation reform sought to
resolve was whether those acreage pro-
visions applied only on a district by
district basis or Westwide. When the
letter speaks of the 1982 act easing
the acreage limitations, raising them

from 160 acres to the present 960
acres" it is not being completely hon-
est. In the 1982 act, we set the acreage
limit at 960 acres for an entire family
including both owned and leased lands
and then applied the limit Westwide.
That was reform it was not necessarily
good news for large families.

The letter describes the provision in
the committee reconciliation bill—
Part I of Subtitle E—as creating a
loophole for large farmers. In fact, the
provision simply repeals a foolish limi-
tation on prepayment that was in-
serted in the Reclamation Reform Act
in 1982. That limitation excluded any
contract that already contained a pre-
payment provision, so it was discrimi-
natory on its face.

The letter suggests that enactment is
bad for family farmers who will face
ever-large competitors who obtain even
greater subsidies. That statement is
simply disingenuous. The reason for
opposition to the committee provision
has nothing whatsoever to do with con-
cern for family farmers—or farmers in
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general. Prepayment eliminates the
construction debt and the false accusa-
tion that the repayment is a subsidy.
What the proponents of this motion
fear is the loss of their rhetoric. Upon
payment of the construction debt, the
operation of the project is turned over
to the water users. Section 6 of the 1902
Reclamation Act provides in relevant
part that 'when the payments required
by this act are made for the major por-
tion of the lands irrigated from the wa-
ters of any of the works herein pro-
vided for, then the management and
operation of such irrigation works
shall pass to the owners of the lands ir-
rigated thereby. to be maintained at
their expense." That is what really
bothers the authors of this motion.
They fear the loss of control and their
ability to load totally unnecessary
costs onto the farmers in the Western
States under the guise of operations.

Operation and maintenance will pass
to the project beneficiaries as soon as
repayment is complete. and the acre-
age limitations will no longer apply. It
is not a concern for the family farmer
that lies behind this motion, but rather
a desire to keep Federal control over
family farmers for as long as possible.
No one should misunderstand the true
motives of those who support this mo-
tion. All you have to do is look at the
proposed regulations issued by Sec-
retary Babbitt to see what the objec-
tive is. The regulations. which depend
solely on continuing the construction
debt, are part of the savage and unre-
lenting attack on water users in the
West by this administration and its al-
lies in the Congress.

The letter states that this is a
change in policy that would be accom-
plished without hearings and without
any meaningful analysis. In fact. the
limitation on prepayment was specifi-
cally raised during our hearings on S.
602 earlier this year when witnesses
noted the prohibition on prepayment
as an obstacle to transfer of certain
project features. It was implicit in our
field hearings on the Department's pro-
posed regulations that were conducted
in Twin Falls, ID and in Riverton, WY.
I hope my colleagues who truly care
about the farmers in this Nation pay
close attention to what this adminis-
tration has proposed in these regula-
tions. Under the guise of defining what
constitutes a lease, Secretary Babbitt
is seeking to impose a new and onerous
intrusion into individual farm oper-
ations.

Reclamation law speaks to owner-
ship. land owned or leased, and Con-
gress explicitly adopted an economic
benefits test to distinguish a lease
from a management agreement. Sec-
retary Babbitt ignored the legislation
and its history to conduct his cam-
aign of aggression on Western farm-
ers, and it is that campaign the au-
thors of this motion seek to perpet-
uate. We have gone down that road sev-
eral times. We have faced efforts in the
Energy Committee to use the mere
sharing and equipment by farmers as
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an indicia of a lease. so we know what
the real intent is.

Despite Congress's explicit adoption
of the economic benefit test, on April 3,
1995. Secretary Babbitt proposed new
regulations that would adopt a far
broader and more intrusive standard.

According to the proposed regula-
tions:

Lease means any agreement between a
landholder (the lessor) and another party
(the lessee) under which possession of the
lessor's land is partially or wholly trans-
ferred to the lessee. Possession means the
authority to make, or prevent the lessor
from making decisions concerning the farm-
ing enterprise on the land; or the assumption
of economic risk with respect to the farming
enterprise on the land. In situations where
possession has been partially transferred
from a landholder to another party. a lease
will be considered to exist if the majority of
possession is not held by the potential lessor.
In situations where possession has been
transferred from a landholder to more than
one other party, a lease will be considered to
exist between the lessor and the party hold-
ing the greatest degree of possession.

In its analysis of the proposed rules
(60 Fed. Reg. 16924) Interior explains
the lease definition change as follows:

Lease would be substantially modified.
Under the existing regulation. one of the key
elements in the definition of lease is the as-
sumption of economic risk by the reputed
lessee. This definition permits the develop-
ment of arrangements under which an indi-
vidual or legal entity is paid a fixed fee for
operating a farming enterprise. Since the op-
erator under these arrangements assumes no
economic risk, Reclamation currently does
not deem the operator to be in a lease rela-
tionship. Therefore, under the existing rules.
operators are not subject to full cost irriga-
tion water rates.

The new definition would make possession
the singular element indicating the exist-
ence of a lease. The definition would elimi-
nate economic interest as an essential ele-
ment of a lease (although economic risk
would remain a factor indicating the exist-
ence of a lease). Thus, under the proposed
regulation, whenever someone other than
the landowner has possession of non-exempt
land, a lease would exist. Reclamation would
consider fixed-fee operations leases and
would subject the parties to full cost pricing
if possession of the larxl has been trans-
ferred, and if non-full cost entitlement are
exceeded.

The second and third sentences of the defi-
nition would address the situation where
more than one party has some degree of pos-
session; for example. a landowner may con-
tract with a fat-rn manager but may retain
some decisionmaking authority.

Reclamation intends the proposed defini-
tion of the term lease to exclude arrange-
ments between landowners and custom oper'
ators. employees. lenders. and other land-
holders with whom farm equipment is
shared.

Interior's examples show that even if
a landowner retains all economic risk
associated with" farming his land, if he
does not make all major decisions
concerning the farming operation" a
lease will exist, and full cost will be
charged. (60 Fed. Reg. 16929).

During our field hearings in Twin
Falls. ID this August. Senator
McClure, the chairman of the Energy
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Committee when the Reclamation Re-
form Act was adopted, made a very elo-
quent statement on the effect and pro-
priety of the proposed regulations. He
stated:

Under the proposed regulations, if a farmer
were to fall ill and his children or neighbors
were to take over the management of the
farm until he recovered, they would get a
bill for full cost from Secretary Babbitt.

If a farmer were to die and his children
took over the management of the farm so
that their mother would not have to sell off
the homestead, Secretary Babbitt would
send a bill for full cost even if the children
were not even reimbursed for their costs.

11 a farmer were called to military service
and his father took over the farm while he
served his country, the President would
present him a medal and Secretary Babbitt
would send him a bill for full cost.

At the rate EPA is trying to regulate every
aspect of our lives, I guess we could send the
bill for full cost to Carol Browner.

The point I want to make is Congress set-
tled this issue. The test is beneficial interest
measured solely by economic benefit. That is
the law and Secretary Babbitt lost.

Mr. Chairman, you have other witnesses
who can testify to equivalency, trusts, invol-
untary acquisitions, and Other provisions of
these newrules. I will not go into them at
this time. What I want to emphasize is that
these rules have no foundation in law or leg-
islative history. They are symptoms of a
larger struggle of federalism in which this
Administration seeks to abuse its authority
and impose its social agenda on the West.
While there is an underlying preoccupation
with certain farm arrangements in Califor-
nia. there is also a philosophy that Secretary
Babbitt represents that believes Washington
should dictate the future of the West. It is a
philosophy that wants control of water and
an end to irrigated agriculture. It is a philos-
ophy that hides behind the need for con-
servation in the arid west to drive its par-
ticular vision. This is an ongoing struggle
that surfaces here with attempts to make
farming uneconomic and municipal water
supplies prohibitively expensive. It surfaces
elsewhere on grazing, on mining, on mineral
leasing.

I take great pride in what I was able to ac-
complish in returning salmon runs to por-
tions of Idaho that had not seen salmon in
years. I managed to do that while respecting
State law arid the primacy of State water
law. I take great pride in moving the Hells
Canyon legislation through the Congress.
but I did that in full compliance with State
law including subjecting federal reserved
rights to future upstream beneficial uses. As
anyone can see, we have not dried up the
Snake.

Mr. Chairman, the federal-state relation-
ship is not one of master-servant, as much as
Secretary Babbitt may want it to be. Fed-
eralism means a respect for the rule 01 law
and a recognition that this is a Republic of
sovereign States with a central government
of limited delegated powers, These rules vio-
late that trust.

Mr. President. the sole reason behind
the motion to strike is a desire to con-
tinue the predation undertaken by Sec-
retary Babbitt on Western farmers.
There is not the slightest concern for
farmers, small or large, family or cor-
porate. What the committee did was
solely to permit individuals or districts
hold ing repayment or water service
contracts to pay off the intolerable
subsidy that the proponents of the mo-
tion to strike have complained of for so
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long. The outrageous discount that the
'Dear Colleague" complains of is lan-

guage imposed by the Senator from
New Jersey on the prepayments that
he has agreed to over the past 6 years—
it is his language. The language also
includes a provision that requires a
premium if the district were to use tax
exempt bonding—as many of them
could. There is no such requirement in
reclamation law or in any of the exist-
ing contracts that provide for prepay-
ment or accelerated payment. That is a
requirement also insisted on by the
Senator from New Jersey in our recent
legislation and we have included it
here.

In short, Mr. President. the cries of
'corporate welfare" and "unwarranted
subsidies' ring very hollow when the
true motivation is simply to protect
the scorched earth assault on the West
being conducted by this administration
through Secretary Babbitt and his al-
lies. Even Director Rivlin plaintively
objects to this provision as an unjusti-
fied provision allowing prepayment—
unjustified solely because farmers
might be able to go back to farming
without fear that this administration
will succeed in driving them off their
land.

Mr. DOMENICI. I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DOMENICI. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr, DOMENICI. Mr. President, I
yield my 30 seconds to Senator CRAIG
in opposition to the amendment.

Mr. CRAIG. Mr. President I hope we
could oppose this amendment.

In the bill we are attempting to pass,
we are asking reclamation projects
ready to prepay to repay now upon a
negotiated relationship with the Bu-
reau of Reclamation, to return money
to the Treasury now.

The Senator from New Jersey is
striking that. We think we have craft-
ed good law, which is exactly the in-
tent of the original reclamation law,
only we advance the opportunity to
pay it Out and then turn those authori-
ties to the owners of the property ac-
cording to those within the projects.

Mr. DOMENICI. Mr. President, I
move to table and I ask for the yeas
and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced— yeas 60,
nays 39, as follows:
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YEAS—60
Abraham Domenci Kempthorne
Akaka Dorgan Kerrey
Ashcroft Exon Kyl
Baucus Faircloth Lott
Bennett Feinstein Mack
Bond Ford McCain
Boxer Frist McConnell
Breaux Gorton Murkowski
Brown Gramm Nickies
Burns Grams Pressler
Campbell Grassley Roth
Coats Hatch 5antorum
Cochran Hatfield 5helby
Conrad Heflin 5impson
Coverdell Helms 5mith
Craig Hutchison 5tevens
DAmato Inhofe Thomas
DeWine Inouye Thompson
Dodd Johnston Thurmond
Dole Kassebaum Warner

NAYS—39
Biden Harkn Moynihan
Bingaman Holdings Murray
Bradley Jeffords Nunn
Bryan Kennedy Pell
Bumpers Kerry Pryor
Byrd Kohl Reid
Chafee Lautenberg Robb
Cohen Leahy Rockefeller
Daschle Levin 5arbanes
Feingoid Lieberman 5imon
Glenn Lugar 5nowe
Graham Mkulski 5pecter
Gregg Moseiey.Braun Welistone

So the motion to lay on the table the
amendment (No. 3023) was agreed to.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. LAUTENBERG. Mr. President, I
have a unanimous consent request that
has been cleared by all parties, if I
might make that?

The PRESIDING OFFICER. May we
have order, please. I did not hear the
Senator from New Jersey.

PosmoN ON vOTE
Mr. LAUTENBERG. Mr. President, I

have cleared a unanimous consent re-
quest with the managers of the bill. It
is simply to state on rollcall 531 I was
present, voted aye. The official RECORD
has me listed absent. There was some
confusion at the front,

Therefore, I ask unanimous consent
that the official RECORD be corrected
to accurately reflect my vote. There is
no change in the outcome of the vote.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The foregoing tally has been
changed to reflect the above order.)

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

AMENDMENT NO. 3024

(Purpose: To ensure the health of newborn
children by allowing low-income unem-
ployed pregnant women otherwise in com-
pliance with food stamp work require-
ments and all other requirements of the
Food Stamp Act to receive food stamps
throughout pregnancy; to provide nutri-
tion funding for American Samoa: and to
provide an offset by implementing the re-
duction in the food stanp standard deduc-
tion one month earlier than otherwise
would have occurred under 5. 1357)
Mr, EXON. Mr, President. the follow-

ing unanimous consent request has
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been cleared with the majority man-
agers.

On behalf of the Senator from Ver-
mont, Senator LEAHY, I send an amend-
ment to the desk and ask for its con-
sideration, and further. I ask unani-
mous consent that further reading be
dispensed with after it is started, the
amendment be agreed to, and the mo-
tion to table the motion to reconsider
be laid upon the table.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Nebraska [Mr. EXONI. for
Mr. LEA-r'. proposes an amendment nuin-
bered 3024.

The PRESIDING OFFICER. The
agreement was it not be read.

The amendment is as follows:
On page 103. on line 6. strike (D)" and iii-

sert (E)".
On page 103. strike line 5 and insert the fol-

lowing:
(D) until October 1. 1998. a pregnant

woman not otherwise exempt under ths
paragraph; or'S

On page 130. strike line 14 and insert the
following:.
sEC. 1430. PROVIDING FUNDING FOR AMERICAN

sAMOA.
Section 19 of the Food Stamp Act of 1977 (7

U.S.C. 2028) is amended by adding the follow-
ing new subsection—

(e) From the sums appropriated under thi5
Act, the Secretary shall pay to the Territory
of American Samoa up to $5.300.000 for each
of the 1996 and 1997 fiscal years to finance 100
percent of the expenditures of a nutrition as
sistance program extended under FL. 96-597
during that fiscal year.'.
SEC. 1431. EFFECTIVE DATE."

On page 152. line 7. strike "December 31.
1995' and insert 'November 30, 1995".

On page 152. line 8. strike "January 1, 1996'
and insert "December 1, 1995".

The PRESIDING OFFICER. Is there
any further explanation of this amend-
ment?

Mr. BYRD. Mr. President, may we
have an explanation?

The PRESIDING OFFICER. The
Chair has just requested that. I say to
the Senator from West Virginia.

What is the explanation of the
amendment.

Mr. EXON. This amendment allows
pregnant women to stay on food
stamps. if they otherwise are eligible
for food stamps, even after 6 months if
they cannot find a job. This treats
pregnant women with their first child
in the same manner as women who care
for dependent children. The amend-
ment is paid for by cuts in the standard
deductions. The amendment saves
money.

Without this change, pregnant
women will be taken off food stamps in
their third trimester of pregnancy if
they cannot find ajob.

That is a brief explanation of the
amendment that has been agreed to.

The PRESIDING OFFICER. Is there
objection to the amendment?

Without objection. the amendment is
agreed to.

So the amendment (No. 3024) was
agreed to.
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Mr. EXON. Mr. President, I move to

reconsider the vote by which the
amendment was agreed to.

Mr. LEAHY. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. Who
seeks recognition?

Mr. CHAFEE addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Rhode Island.
POINT OF ORDER

Mr. CHAFEE. Mr. President, the rec-
onciliation bill contains a provision
which would put the Hyde language
permanently into law. This is the first
time that this has been done. The Hyde
language has always appeared in an-
nual appropriations bills which are
open to modification.

This provision, subsection 2123(g) of
the Social Security Act, as added by
section 7191(a) in the reconciliation
measure, does not produce a change in
outlays or revenues and is not nec-
essary to implement a provision that
does change outlays or revenues.

I. therefore, raise a point of order
under section 313(b)(1)(a) of the Budget
Act against that provision.

Mrs. MURRAY. Mr. President, I rise
in strong support for the amendment
offered by the Senator from Rhode Is-
land. Senator CHAFEE. to strike certain
restrictive language from the Medicaid
block grant portion of this bill, and I
am proud to be a co-sponsor of this im-
portant amendment. I consider the in-
clusion of this language to be yet an-
other attack on poor women waged by
this Congress. and I urge my colleagues
to support this motion to strike.

The Medicaid block grant proposal
approved by the Senate Finance Com-
mittee includes a provision which bars
States from using Federal funds to pay
for most abortions for poor women.
The bill allows States to use Federal
dollars to fund abortions only in cases
of rape, incest or where the mother's
life is in danger. This is not a new
idea—we have seen restrictions like
this one, known as the Hyde amend-
ment, added to appropriations bills
year after year. The key difference is
that, now, this discriminatory ban
could be made permanent—and I urge
my colleagues to join us in ensuring
this does not happen.

Including this ban as a component of
Medicaid law is an unprecedented and
alarming evolution in the attempt to
restrict women's access to abortion,
and will have devastating effects on
the women who rely on the Medicaid
program to provide health care cov-
erage. Even more offensive, the target
in this case is low-income women, who
deserve the same access to critical re-
productive health services available to
other women in this country. If we do
not strike this language from the bill,
we are allowing Congress to single out
poor women, and this sends a very
strong message to the women of this
country.

This ban is shortsighted. careless.
and insulting to women across our Na-
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tion. Voting to include the Hyde lan-
guage tells these women—we do not
care. Without providing coverage for
abortion services, we will be sending
low-income and poor women straight
to the back alley where they will be
forced to choose unsafe alternatives
and risky procedures—and make no
mistake, Mr. President—women will
die.

Women who receive an average of
$400 a month from public assistance
cannot raise the estimated $300 for a
first-trimester abortion. What do you
think a woman in this position will do?
Will she divert money she should be
spending on rent? Will she be forced to
use the money she sets aside to feed
herself or her child she already has? Or
will she choose the cheaper, albeit un-
sanitary and dangerous. alternative? I
do not want to place poor women in the
position of having to make this kind of
choice. It is wrong and it is cold-heart-
ed.

And lastly. Mr. President, how does
this federally-mandated restriction on
how States can spend block granted
funds fit into the mantra of the Repub-
lican reform agenda—State flexibility?
This ban does not foster State innova-
tion, and it certainly is not about get-
ting Washington. DC out of local policy
decision-making. In fact. this ban ties
the State's hands and is really nothing
short of the kind of Federal micro-
management the Republicans are usu-
ally so quick to attack.

I want to commend Senator CHAFEE
for his commitment and his leadership
on this issue. I know he tried to strike
this restrictive and discriminatory lan-
guage in Committee, but was unfortu-
nately defeated. I thank him for trying
again here on the floor, and I am proud
to join in his efforts. I urge my
colleageus to support this amendment.

Thank you.
The PRESIDING OFFICER. The time

for the debate is over.
Mr. NICKLES addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Oklahoma.
Mr. NICKLES. Mr. President. pursu-

ant to section 904(d) of the Budget Act,
I move to waive the Budget Act for this
provision if included in the conference
report on this measure.

Mr. CHAFEE. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Oklahoma. On this
question. the yeas and nays have been
ordered. and the clerk will call the roll.

The legislative clerk called the roll.
The yeas and nays resulted—yeas 55,

nays 44. as follows:
[Rollcall Vote No. 539 Leg.]

YEAS—55
Abraham Biden Brown
Ashcroft Bond Burns
Bennett Breaux coats
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Cochran Grassley McConnell
Conrad Gregg Murkowski
Coverdell Hatch Nicktes
Craig Hatfield Pressler
DAmato HetIin Reid
DeWinc Helms Roth
Dole
Domenici
Dorgan
Exon
Faircioth
Ford
Frist
Gorton
Gramm

Hutchison
Inhofe
Johnston
Kassebaum
Kempthornc
Kyl
Lott
Lugar
Mack

Santorum
Shelby
Simpson
Smith
Thomas
Thompson
Thurmond
Warner

Grams McCain

NAYS—44
Akaka Glenn Moseley.Braun
Baucus Graham Moynihan
Bingaman Harkin Murray
Boxer Hotlings Nunn
Bradley lnouye Pell
Bryan
Bumpers
Byrd
Campbell
Chafe
Cohen
Daschlc
Dodd
Feingold
Feinstein

Jeffords
Kennedy
Kerrey
Kerry
Kohl
Lautenbcrg
Leahy
Levin
Lieberman
Mikuiski

Pryor
Robb
Rockefeller
Sarbanes
Sf mon
Snowe
Specter
Stevens
Wellstone

The PRESIDING OFFICER. On this
vote, there are 55 yeas. 44 nays. Three-
fifths of .the Senators duly Chosen and
sworn not having voted in the affirma-
tive. the motion is not agreed to.

The point of order is well taken.
Mr. EXON. Mr. President. I move to

reconsider the vote.
Mr. CHAFEE. I move to lay that mo-

tion on the table.
The motion to lay on the table was

agreed to.
AMENDMENT NO. 3025

(Purpose: To strike the sale of 25 millions of
barrels of Strategic Petroleum Reserve oil
in order to protect our national energy se-
curity and to fully offset the revenue loss
by imposing a 2.5 percent net smelter re-
turn royalty on certain hardrock mines)
Mr. EXON. Mr. President. I believe

the next amendment to be brought up
per agreement is Senator BUMPERS
with a Strategic Petroleum Reserve
amendment, and I yield the 30 seconds
to Senator BUMPERS for the purpose of
proposing the amendment and appro-
priate remarks.

Mr. DOMENICI. Did not the Chair
have to rule on that?

The PRESIDING OFFICER. The
Chair did rule. The provision has been
stricken.

Mr. DOMENICI. I apologize to the
Chair.

The PRESIDING OFFICER. The
clerk will report the BUMPERS amend-
ment.

The assistant legislative clerk read
as follows.

The Senator from Arkansas EMr. BUMPERS]
proposes an amendment numbered 3025.

Mr. BUMPERS. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today's RECORD under 'Amend-
ments Submitted.")

Mr. BUMPERS. Mr. President, in the
last 133 years. the mining companies of
America have mined $254 billion worth
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of gold and silver off Federal lands and
have not paid 1 cent in royalty.

This amendment provides for a ro' -
alty of approximately 50 percent of
what they pay in the private sector,
and it offsets the sale of the Strategic
Petroleum Reserve, which loses $600
million.

I agree with the Senator from Texas.
It is time these corporate welfare peo-
ple in the back of the wagon get out
and help the rest of us pull it. I strong-
ly urge your support.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. Senator CiiG.
The PRESIDING OFFICER. The Sen-

ator from Idaho.
Mr. CRAIG. Mr. President, this Sen-

ate has asked for 4 years for major
mining law reform. In this legislation
for the first time is a complete rewrite
of the 1872 mining law, with new royal-
ties, new reversionary clauses, and all
that you have asked for and scored by
CBO to yield $150 million.

You asked for mining law reform,
and we have given it to you in a fair
and balanced way that allows the pub-
lic land to yield to the taxpayers what
you would want it to yield.

I hope you would stay with us on this
very important provision.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. I move to table the
Bumpers amendment and ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The vote

is on the motion by the Senator from
New Mexico to table the amendment.
The yeas and nays have been ordered.
The clerk will call the roll.

The assistant legislative clerk called
the roll.

The result was announced—yeas 56,
nays 43. as follows:

IRolIcall Vote No. 540 Leg.]
YEAS—56

Abraham Domenici Lugar
Ashcroft Faircloth Mack
Baucus Ford McCain
Bennett Frst McConnell
Bingaman
Bond

Gorton
Gramm

Murkowski
Nickles

Breaux
Brown
Bryan
Burns
Campbell
Chafee
Cochran
Coverdell

Grams
Grassley
Hatch
Hatfield
HCflin
Helms
Hutchison
Inhofe

Pressler
Reid
Roth
Santorum
Shelby
Simpson
Specter

craig
DAmato

Inouye
Kassebaum

Stevens
Thomas

Daschle Kempthorne Thompson
DeWine Kyl Thurmond
Dole Lott Warner

NAYS—43
Akaka Dodd Hollings
Bden Dorgan Jcffords
Boxer Exon Johnston
Bradley Feingold Kennedy
Bumpers Fdnstein Kcrrcy
Byrd Glenn Kerry
Coats Graham Kohl
Cohen Gregg Lautenbcrg
Conrad Harkin Leahy
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Lieberman Pc!! Smith
Mikuski Pryor Snowe
Moseley.Braun Robb Wellstone
Moynihan Rockefeller
Murray Sarbanes

So the motion to table the amend-
ment (No. 3025) was agreed to.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the mo-
tion was agreed to.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. Mr. President, how long

was that last vote?
The PRESIDING OFFICER. Approxi-

mately 8 minutes. The Chair stands
corrected: Ii minutes.

Mr. DOLE. That is what I thought.
We have been running over 4 or 5 min-
utes on each vote. With five or six
votes, that is a half hour. Again, let me
say to my colleagues. this next time,
we are going to shut it down. I hope we
do not make anybody upset over it.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
The clerk can call the roll and record

Senators better if Senators do not
block the clerks' view. I ask again Sen-
ators not come into the well during the
time the clerk is tallying the vote.

Mr. DOMENICI. Mr. President. I have
two unanimous consent requests that I
believe will be acceptable. Senator Mi-
KULSK1 asked us to approve a unani-
mous consent request in her behalf,
and Senator NICKLES has a similar one
in terms of what we would be agreeing
to.

So I want to pose these unanimous
consent requests. We agreed to Senator
MIKULSKIs? Correct my remarks. We
want to do the same for Senator NICK-
LES that we did for Senator MIKULSKI.

I ask unanimous consent that it be in
order for Senator NICKLES, imme-
diately after Senator MIKULSKI offers
her motion to instruct, to move to in-
struct the conferees with reference to
the Hyde amendment.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

Mr. EXON. Mr. President, I yield 30
seconds to the Senator from Maryland.

MJKULSKJ MOTION TO INSTRUCT CONFEREES

Ms. MIKULSKI. Mr. President. I send
a motion to the desk on behalf of my-
self, Senator KASSEBAUM. Senator
SNOWE. Senator BOXER, Senator FEIN-
STEIN. Senator MURRAY. and Senator
MOSELEY-BRAUN and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows;
The Senator from Maryland [Ms. MIKUL-

SKJ} moves to instruct the conferees on the
part of the Senate to insist upon guarantee-
ing to the American public that the quality
and effectiveness standards set forth by the
Clinical Laboratory Improvement Amend-
ments of 1988 will be maintained by striking
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certain provisions in the House amendment
relating to section 353 of the Public Health
Service Act (standards that ensure quality in
testing for risk factors such as a heart 3t-
tack or stroke, kidney disease, prostate and
colon cancer, gout and strep).

The PRESIDING OFFICER. The Sen-
ator is recognized for 30 seconds.

Ms. MIKULSKI. Mr. President, the
purpose is to instruct conferees to re-
ject the provisions in the House bill to
repeal the Clinical Lab Improvement
Amendments of 1988.

Before 1988. clinical labs lacked uni-
form standards. Dirty labs were tole-
ated. Tests were misread. Diseases
were misdiagnosed. Staff was inad-
equately trained and overworked. Peo-
ple died of sloppy work.

What does the House bill do? It re-
peals CLIA '88 for all physicians' labs
except when the labs conduct Pap
smears. I urge conferees to stick with
the Senate position and to reject th
House repeal of CLIA '88.

Let me tell my colleagues what CLIA
is. And why it is so important.

CLIA '88 set for the first time uni
form quality standards for all clinicall
labs. I am proud that this law, which 1
authored, was passed with broad bipar..
tisan support.

CLIA was passed in 1988 and imple.
mented in 1992 to address serious and
life-threatening conditions in clinical
labs.

To now even suggest we turn back
the clock to pre-1988 will have dev-
astating results. Do we really want to:

Turn back to a time when tests were
misread and diseases misdiagnosed.

Turn back to the bad old days of mis-
diagnosis of the HIVIAIDS virus, when
doctors were using inferior methods of
reading slides; when people with the
virus went undetected because the
virus was mutating and was unrecog-
nized by physicians.

Or turn back to a time when the lab
technicians were overworked and
undersupervised. when slides were
taken home, when dirty labs were tol-
erated, when lab technicians had little
or no formal training, resulting in
many diseases going undetected.

My colleagues. CLIA works. It works
because CLIA saves lives.

Prior to CLIA. women were dying
after having pap smears misread 2 or 3
years in a row.

Prior to CLIA. complex tests for
heart disease, conducted improperly.
put patients at risk of serious impair-
ment or death. As we know, medical
conditions like heart disease not de-
tected early, not only are more expen-
sive to treat but result in certain dis-
ability or death.

Today. the stakes are high for qual-
ity lab tests and diagnosis. The need
for quality testing for HIV and AIDS
and the impact this has on our commu-
nities is without question. We are talk-
ing here about a matter of life and
death.

CLIA ensures quality testing and
quality laboratories.

For the first time, all labs that per-
form similar tests must meet similar
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standards, whether located in a hos-
pital. a doctor's office or other site.

Americans must be assured that all
labs are of the highest quality and per-
formance standards.

CLIA saves tax dollars by curbing
fraud and abuse.

An unexpected benefit of the CLIA
law has been to weed Out the most un-
scrupulous of labs that run scams and
take advantage of the most vulnerable
members of our society.

Today. CLIA is threatened. Why?
The House Reconciliation bill repeals

CLIA for all physician labs except
when the lab conducts pap smears. No
hearings, no review of the Inspector
General's report on the impact of
CLIA, no opportunity for the public to
respond.

The House even recognized the im-
portance of CLIA by carving out one
exemption—for labs that conduct pap
smears.

My question is this: Does the Senate
really wart to tell somebody facing the
prospect of heart attack or diabetes.
that we do not care that your tests are
performed adequately?

That we only care if quality stand-
ards are met for one particular test and
not the entire battery of other life-sav-
ing tests being conducted? I do not
think so.

Quality standards in labs are critical
to saving lives. Uniformity is the key.
Safe and effective standards are the
goals of CLIA—no matter where the lab
is located—in a hospital, doctor's office
or other health setting.

My colleagues, the Senate position is
right. The Senate wisely left CLIA
alone.

Changes in CLIA should not be done
in the context of Reconciliation, but
should be done with careful and delib-
erate consideration in the Labor and
Human Resources Committee.

CLIA is so important. We should not
act hastily. To do otherwise. puts lives
in danger, puts families at risk. I am
not willing to take that chance. are
you?

My motion is simple. Stick with the
Senate position. Leave CLIA alone.

I urge support for the Mikulski mo-
tion.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. NICKLES. Mr. President, I urge
my colleagues to vote no on this mo-
tion, because the House had some pro-
visions to allow some flexibility for
physicians to conduct tests in their of-
fices.

Frankly. we are talking about some
simple tests; in some cases. strep tests
or blood tests. CLIA, the Clinical Lab-
oratory Improvement Act. drives up
the cost of doing a lot of these tests, in
some cases makes it prohibitive to do
it, so they have to send off the test to
the bigger cities. That wastes time. it
wastes money, it makes health care a
]lot more expensive and dangerous in
many areas of the country.

The PRESIDING OFFICER. Time has
expired.
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Ms. MIKULSKI. I ask for the yeas

and nays.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion.
The yeas and nays have been ordered.
The clerk will call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER (Mr.

SANTORUM). Are there any other Sen-
ators in the Chamber desiring to vote?

The result was announced—yeas 49,
nays 50, as follows:

[Rollcall Vote No. 54 1 Leg.]
YEAS—49

Akaka Ford Lieberman
Biden Glenn Mikulski
Bingaman
Boxer
Bradley
Breaux

Graham
Gregg
Harkin
Heflin

Moseley.Braun
Moynihan
Murray
Pell

Bumpers
Byrd
chafee
cohen
conrad
Daschle
Dodd
Dorgan
Exon
Feingold

Hollings
lnouye
Jeffords
Johnston
Kassebaum
Kennedy
Kerry
Kohl
Lautenberg
Leahy

Pryor
Reid
Robb
Rockefeller
sarbanes
5jmon

specter
Wellstone

Feinstein Levin

NAYS—SO

Abraham Faircioth McCain
Ashcroft Frist McConnell
Baucus Gorton Murkowski
Bennett Gramm Nickles
Bond Grams Nunn
Brown
Bryan
Burns
campbell
coats
cochran
coverdeli
craig
DAmato
DeWine

Grassley
Hatch
Hatfield
Helms
Hutchison
Inhofe
Kempthorne
Kerrey
Kyl
Lott

Pressler
Roth
santorum
shelby
5Lmpson
smith
stevens
Thomas
Thompson

Dole
Domenici

Lugar
Mack

Thurmond
Warner

So the motion was rejected.
Mr. DOLE. Mr. President, I move to

reconsider the vote. and I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

snm MOTION TO INSTRUCT cONFEREES
The PRESIDING OFFICER. Under

the previous order. the Senator from
Oklahoma is recognized to make a mo-
tion to instruct conferees.

Mr. SMITH. On behalf of the Senator
from Oklahoma, [Mr. NICKLES} and my-
self, I send a motion to instruct con-
ferees to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report the motion.

The legislative clerk read as follows:
The Senator from New Hampshire IMr.

SMITHI moves that the managers on the part
of the Senate at the conference on the dis-
agreeing votes of the two Houses on the
amendments to the bill 5. 1357 be instructed
to recede to the House amendment relating
to the prohibition on federal funding for
Medicaid Abortions except to save the life of
the mother or in cases of rape or incest.

Mr. SMITH. Mr. President, the
Chafee point of order, a few minutes
ago. removed the Hyde language. which
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is no Federal funding for abortions ex-
cept in the case of rape, incest, or life
to the mother, which has been on the
books a long, long time.

Basically, the Nickles and Smith mo-
tion would instruct the conferees to
preserve the status quo on Federal
funding of abortions.

I ask for the yeas and nays.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
Mrs. BOXER. Mr. President. the Sen-

ate just sustained a point of order, we
are only going to reverse this and bring
it up when the bill comes back. I hope
you will vote against the motion.

The PRESIDING OFFICER. Does the
Senator yield the balance of his time?

Mr. EXON. Yes.
The PRESIDING OFFICER. The yeas

and nays have been ordered.
The clerk will call the roll.
The assistant legislative clerk pro-

ceeded to call the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 56.
nays 43. as follows:

[Roilcall Vote No. 542 Leg.J
YEAS—56

Faircloth
Ford
Frist
Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hatfield
Heflin
Helms
Hutchison
Inhofe
Johnston
Kassebaum
Kempthorne
Kyt
Lott

NAYS—43
Glenn
Graham
Harkin
Hollings
Inouye
Jeffords
Kennely
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin
Lieberman
Mikulski

So the motion was agreed to.
Mr. EXON. I move to reconsider the

vote.
Mr. DOLE. I move to lay that motion

on the table.
The motion to lay on the table was

agreed to.
Mr. EXON. It is my understanding

and agreement with the chairman I

will recognize the Senator from North
Dakota and yield to him for 30 seconds.

CONRAD MO11ON TO COMMIT

Mr. CONRAD. I have a fair share bal-
anced budget plan at the desk.

The PRESIDING OFFICER. The
clerk will report.
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The legislative clerk read as follows:
The Senator from North Dakota (Mr..

CONRAD]. moves to Commit.
Mr. CONRAD. I ask unanimous con-

sent reading of the motion be dispensed
with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The text of the motion follows:
Mr. President. I move to Commit the bill S.

1357 to the Committee on Finance with in-
structions that the Committee report the
bill back to the Senate within 3 days (not to
include any day the Senate is not in session)
with the following changes to legislation in
the Committeesjurisdiction:

(1) Modify the medicare provision to
achieve $156.000.000.000 in savings instead of
the excessive 270.000.000.000 in the Repub-
lican plan.

(2) Modify the medicaid provisions to
achieve l25.000.000.000 in savings instead of
the excessive l82.000.000.000 in the Repub-
lican plan.

(3) Modify the welfare provisions to
achieve 26.000.000.000 in savings instead of
the excessive $65.000.000.000 in the Republican
plan.

(4) Modify the tax provisions by eliminat-
ing the tax cuts totalling $245.000.000.000 and
instead raise revenue beyond the corporate
welfare provisions in title XII be eliminating
228.000.000.000 in tax loopholes, breaks, and
preferences without affecting taxpayers with
incomes below l40.000.

The changes in the legislation shall be
made in a manner that achieves the same
deficit or surplus in fiscal year 2002 as the
current bill, balances the budget without
counting Social Security surpluses in 2004.
and accomplishes the following:

(I) A reduction in agriculture programs by
no more than $4,000,000,000 instead of the
l 3.000.000.000 reduction in the Republican
plan.

(2) A reduction in food and nutrition pro-
grams by no more than $19.000.000.0 instead
of the 35.000.000000 reduction in the Repub-
lican plan.

(3) No reductions in student loan programs
instead of the l0,000,000.000 reduction in the
Republican plan.

(4) A reduction in veterans programs by no
more than 5.000.000,000 instead of the
$6,000.000,000 reduction in the Republican
plan.

(5) No reductions in domestic discretionary
programs beyond a hard freeze instead of
slashing investments in our economic future
$191 .000,000000 below a hard freeze as in the
Republican plan.

Mr. CONRAD. Mr. President, we pre-
viously voted on my plan during con-
sideration of the budget resolution. I
received 39 votes. Today. if we held a
vote, I might add a few votes to that
total but I am under no illusion that I
would prevail.

In order to spare my colleagues an-
other rollcall vote and in the fleeting
hope that I might inspire some of my
other colleagues to withdraw amend-
ments that are not absolutely nec-
essai-y we vote on this evening, I with-
draw my motion.

The PRESIDING OFFICER. The mo-
tion is withdrawn.

So the motion was withdrawn.
Mr. EXON. Mr. President, I thank my

friend and colleague for his fine state-
ment.

I might suggest we move two other
matters I understand we have clear-
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ance on—the Lott amendment and the
Bingaman amendment.

CHANGE OF vOTE

Mr. DOMENICI. Mr. President. I ask
unanimous consent on behalf of Sen-
ator HELMS that on rolIcall vote 520
wherein he voted no be changed to aye.
He made a mistake, and the changing
of this vote will not affect the Out-
come.

The PRESIDING OFFICER. Without
objection. it is so ordered.

AMENEMENT NO. 3026

(Purpose: To eliminate reasonable cost reim-
bursement under the Medicare Program of
legal fees after an unsuccessful appeal of
denied claims)
Mr. DOMENICI. On behalf of Senator

BINGAMAN and myself. I offer an
amendment looked at by our Finance
Committee, and which is obviously sat-
isfactoi-y on that side.

We believe the Medicare law already
prohibits payments to providers for
legal fees when the providers lose an
appeal.

However, the GAO has reported some
loopholes in the Medicare law so that
this might not be the effect out in the
field—even losers may collect losers'
fees.

This will correct the situation. I send
the amendment to the desk and ask for
its immediate consideration,

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from New Mexico [Mr. DOMEN-

IcIJ, for himself and Mr. BINGAMAN proposes
an amendment numbered 3026.

Mr. EXON. Mr. President I ask unan-
imous consent reading of the amend-
ment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the appropriate place in subtitle A of

title VII, insert the following new section:
SEC. . ELIMINATION OF REASONABLE COST RE-

IMBURSEMENT FOR CERTAIN LEGAL
FEES.

Section 186l(v)(l)(R) (42 U.S.C. 139x(v)(l)(R)
is amended by striking ' section 1869(b)' and
inserting 'section 1869(a) or (b).

Mr. BINGAMAN. Mr. President, the
purpose of this amendment is to pro-
hibit the payment of legal expenses to
providers when they appeal the denial
of a claim or cost adjustment and lose
that appeal. Providers would still be
able to recover other legal expenses,
including the cost of an appeal if they
prevail on the appeal under the provi-
sions of this amendment.

The amendment would save money
for Medicare part A and prevent a po-
tentially large abuse of the current
system. The Federal Government
should not be paying for individuals or
corporations to sue the Federal Gov-
ernment especially when they sue and
lose their appeal.

Mr. EXON. Mr. President. I yield
back our 30 seconds. I agree with the
understanding that has been made.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

Abraham
Ashcroft
Bennett
Bidon
Bond
Breaux
Brown
Burns
Coats
Cochran
Conrad
Coverdell
Craig
DAmato
DeWine
Dole
Domenici
Dorgan
Exon

Akaka
Baucus
Bingaman
Boxer
Bradley
Bryan
Bumpers
Byrd
Campbell
Chafee
Cohen
Daschle
Dodd
Feingotd
Fe ins tein

Lugar
Mack
McCain
McConnell
Murkowski
Nickles
Nunn
Pressler
Reid
Roth
Santorum
Shelby
Simpson
Smith
Thomas
Thompson
Thurmond
Warner

Moseley'Braun
Moynihan
Murray
Pell
Pryor
Robb
Rockefeller
Sarbanes
Simon
Snowe
Specter
Stevens
Wellstone
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So the amendment (No. 3026) was

agreed to.
Mr. DOMENICI. I move to reconsider

the vote.
Mr. DOLE. I move to lay that motion

on the table.
The motion to lay on the table was

agreed to.
AMENDMENT NO. 3027

(Purpose: To amend the Civil War Battlefield
Commemorative Coin Act of 1992. and for
other purposes)
Mr. DOMENICI. On behalf of Senator

LOrr and Senator JEFFORDS, I send an-
other amendment to the desk.

This is to amend the Civil War Bat-
tlefield Commemorative Coin Act of
1992, which I send to the desk.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from New Mexico [Mr. DOMEN-

IcIl, for Mr. Lorr. for himself, and Mr. JEF-
FORDS proposes an amendment numbered
3027.

Mr. DOMENICI. Mr. President. I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
On page 205. between lines 13 and 14. insert

the following:
5E. 3005. AMENDMENTS TO THE CIVIL WAR BAT

TLEFIELD COMMEMORATIVE COIN
ACT OF 1992.

(a) DISTRIBUTION AND USE OF SuR.
ci-IARGE5.—

(1) IN GENERAL—Section 6 of the Civil War
Battlefield Commemorative Coin Act of 1992
(31 U.S.C. 5112 note) is amended to read as
follows:
5E. 6. DISTRIBUTION AND USE OF 5UR

cHARGES.
(a) DISTRiBUTION—An amount equal to

$5,300.000 of the surcharges received by the
Secretary from the sale of coins issued under
this Act shall be promptly paid by the Sec-
retary to the Association for the Preserva-
tion of Civil War Sites, Incorporated (here-
after in this Act referred to as the Associa-
tion), to be used for the acquisition of his-
torically significant and threatened Civil
War sites selected by the Association.

'(b) CIVIL WAR SrrEs INcLIJDED.—In using
amounts paid to the Association under sub-
section (a). the Association may spend—

(1) not more than $500000 to acquire sites
at Malvern Hill, Virginia;

(2) not more than $1,000,000 to acquire
sites at Cornith, Mississippi:

(3) not more than $300,000 to acquire sites
at Spring Hill, Tennessee:

"(4) not more than $1,000,000 to acquire
sites at Winchester. Virginia;

"(5) not more than $500,000 to acquire sites
at Resaca. Georgia:

(6) not more than $250,000 to acquire sites
at Brice's Cross Roads. Mississippi;

(7) not more than $250,000 to acquire sites
at Berryville, Kentucky:

(8) not more than $1,000,000 to acquire
sites at Brandy Station. Virginia:

(9) not more than $250000 to acquire sites
at Kernstown, Virginia: and:

"(10) not more than $250,000 to acquire sites
at Glendale. Virginia.'.

(2) TRANSFER OF 5IJRCHARGES.—
(A) To TREASURY—Not later than 10 days

after the date of enactment of this Act. Civil
War Trust, formerly called the Civil War
Battlefield Foundation (hereafter in this sec-
tion referred to as the "Foundation) shall
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transfer to the Secretary of the Treasury an
amount equal to $5,300,000.

(B) To m AssOcJA'IlON.—Not later than 10
days after the transfer under subparagraph
(A) is completed. the Secretary of the Treas-
ury shall transfer to the Association an
amount equal to the amount transferred
under subparagraph (A).

Mr. LOTT. Mr. President. the Con-
gress passed commemorative coin leg-
islation in 1992. These funds were to be
used for the preservation and acquisi-
tion of Civil War battlefields.

Proceeds from the sale of the coins
have been accumulating in the trust
fund, rather than being spent to pur-
chase land.

This amendment will not add to the
deficit; it merely will require that
these funds be used for their original
purposes.

Under this amendment, the funds
would be used to purchase land only in
places where there is already a com-
mitment of private matching funds.
The $4.8 million designated here will
purchase $24.1 million in battlefield
land: that is 20 percent coin revenues
leverages the remaining 80 percent
from other sources.

If these funds are not expended, op-
tions on the land will be lost and the
battlefields will be developed rather
than preserved.

Mr. EXON. I have to advise my col-
league. I thought this was cleared. I am
now advised we have one Senator that
has asked to be consulted on this yet.

I am wondering if we could hold this
up momentarily.

Mr. DOMENICI. Mr. President, I won-
der if we could accept the amendment
without reconsideration.

Mr. EXON. I apologize. I thought it
was cleared. I think we can clear it if
we can hold it over temporarily.

Mr. DOMENICI. I ask unanimous
consent that it be temporarily set
aside, Mr. President.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. EXON. Mr. President, I believe
the next amendment is another amend-
ment by the Senator from Arkansas
with regard to asset sales. For the pur-
pose of introducing that amendment
and explaining it, I yield our 30 seconds
to the Senator from Arkansas.

AMENDMENT NO. 3028

(Purpose: To restore fiscal sanity to the
budget process by prohibiting the scoring
of asset sales to ensure that taxpayers are
adequately protected)
Mr. BUMPERS. Mr. President. I send

an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The bill clerk read as follows:
The Senator from Arkansas IMr. BUMP-

ER5I. for himself. Mr. BRADLEY. Mrs. MUR-
and Mr. LEAHY. proposes an amendment

numbered 3028.
Mr. BUMPERS. Mr. President. I ask

unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of the bill add the following new

itle:
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"TITLE XIII—BUDGET PROCESS

'For purposes of the Congressional Budget
Act of 1974. the amounts realized from sales
of assets shall not be scored with respect to
the level of budget authority, outlays or rev-
enues."

Mr. BUMPERS. Mr. President, from
1987 until 1995 we had a specific prohi-
bition against scoring asset sales for a
veiy good reason. You cannot balance
the budget by selling off all our assets.
It is like Rudolph Penner who talked
about the lawyer coming home one
night and told his wife he had a great
day. She said. 'What happened?" He
said. 'I sold my desk."

The PRESIDING OFFICER. The Senator's
time has expired.

Mr. DOMENICI. Mr. President, did we miss
something?

Mr. EXON. Yes. But it is all right.
Mrs. MURRAY. Mr. President. I rise

in support of the asset sale scoring pro-
hibition amendment jointly offered by
Senators BuMPERS, BRADLEY. and me.

The budget resolution before us has
been termed an historic document. It
certainly is. For the last decade, the
Congress of the United States has rec-
ognized that our public lands and other
Federal assets were too precious to sell
or lease unless Congress or the Admin-
istration decided that so doing was in
the best interest of the public. That is
good policy and one that traditionally
has enjoyed strong bi-partisan support.

But it is a new day. Today, we may
well vote to sell our children's heritage
to pay our debts. I reject this approach
to debt reduction and I reject this ap-
proach to disposition of our Federal as-
sets.

While this bill only puts up for sale
the rights to develop oil and gas in the
Arctic National Wildlife Refuge, these
wilderness lands are only the begin-
ning. Other public lands, national
treasures and assets are being proposed
for sale in the House budget reconcili-
ation bill and more likely will be tar-
geted next year and the year after.
Henceforth, unless this amendment is
adopted, any public lands or Federal
assets can be sold for the quick cash
and political capital gained from bal-
ancing the budget in a given year. It is
a dangerous. bad precedent.

Mr. President. our assets should not
be sold simply to reduce the deficit. In-
stead. our Federal assets should be sold
only when, alter reasoned debate and a
full public airing, we decide their sale
is in the best interest not only of our
generation—but of every generation
that follows. We owe our children much
more than a balanced budget. We owe
them their heritage.

Mr. President, I urge my colleagues
to support our important amendment
and thwart efforts to sell our heritage
for quick cash.

Mr. BRADLEY. Mr. President, I rise
in support of the Bumpers/Bradley
amendment to restore the traditional
method of scoring asset sales that the
Congress changed last June in the
Budget Resolution. The .change allows
Congress to count the sale of public as-
sets—parks. powerplants. buildings.
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the Arctic National Wildlife Refuge.
even oil in national storage facilities
—as deficit reductions despite the fact
that such sales are actually money-los-
ers.

This budgetary innovation opened
the floodgates for proposals to unload
valuable Federal assets in return for
the fast buck, often at fire-sale prices.
Many of these proposals, in fact, will
lead to reduced revenues in the future,
and higher deficits. This approach re-
lies on political myopia—a simple-
minded scoring of sales revenue within
the limited budget window—and fails
to withstand the straight face test.
Only by railroading these proposals
through the Senate, under the very re-
strictive and controlled conditions of
budget reconciliation, would many of
these proposals ever have a chance of
becoming law.

The Energy Committee's title is
loaded down with asset sales that fol-
low the same pattern. While they
produce deficit reductions in their first
few years, as valuable assets are sold
off, after a few years the pattern re-
verses and deficit reductions are turned
into increases. In most cases the red
ink continues far Out into the future,
easily dwarfing the deficit reductions
of the early years. Thus asset sales are
both short term and short sighted.

Why we produce these budget resolu-
tions in the first place? The reason is
not to balance the budget. If it were, I
am sure we could create some appro-
priate fiction which showed budgetary
balance by definition.

But that is not what we were sup-
posed to be doing here. We are supposed
to be systematic. We are supposed to be
honest. We are supposed to be consist-
ent. We are supposed to address the
substantive, structural issues which
keep the Federal Government spend-
ing—year in, year out—more money
than it takes in.

So what do we have here, buried deep
in this bill? We have a trick, a gim-
mick. We cut spending, by redefining
what a cut is. Now, for the first time
since we gave this budget process
teeth—with the passage of Gramm-
Rudman—we can sell off national prop-
erty—national assets—and include the
proceeds as deficit reduction.

Mr. President. because of these cyni-
cally clever changes, we can now pro-
pose all sorts of asset sales, from
ANWR to the Strategic Petroleum Re-
serve, and chalk that up to deficit re-
duction.

This asset sale formula leads to all
sorts of questionable proposals. Be-
cause even outrageously low sales
prices would still score as deficit re-
ductions for the short period of the
budget window, asset giveaways could
receive a budget blessing.

In fact. I doubt that any business ac-
countant or economist would agree
with the underlying budgetary
premise—that liquidating public assets
adds to public wealth. If I sell my stock
portfolio and put the returns in my
checking account, do I become wealthi-
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er? Have I protected my children? It
may make sense to sell my stocks, but
the transaction itself produces ñó
wealth—except for my broker.

Consider the Arctic National Wildlife
Refuge. We can lease the Refuge to oil
developers and sell any oil that might
be underground to them. We will get
some money. The companies will get
the rights to oil. If they find oil. prob-
ably it will be shipped to the Pacific
rim and burned completely. Have we
done a lot for our kids? You must be
joking.

At best, we can claim for our chil-
dren a neutral financial transaction.
But what about the larger issues? If we
go ahead with the development of
ANWR, we damage probably irrev-
ocably a unique. world-class eco-
system. We consume utterly a non-re-
newable resource. We get some cash.

If we forego the drilling of ANWR, we
preserve intact this ecosystem. We pre-
serve intact any oil underground and
the possibility of future development.
We do not get the cash.

I, frankly, reject any claim that our
children will thank us for using up this
oil and running oil rigs and oil pipe-
lines across the Arctic Plain.

Mr. President, what the American
public expects, and what our children
expect, is for us to get our fiscal house
in order. Our children are not asking us
to sell off their collective inheritance.
Our children are not asking us to look
narrowly at some budget window and
forget that many of these assets
produce public value—and I do not just
mean financial value—beyond the win-
dow.

When one Member from the other
side of the aisle, Senator CRAIG, consid-
ered this issue as a House Member, he
said, "Asset sales are in fact blue
smoke and mirrors at best. If they are
to happen, they should be set off budg-
et." Exactly right.

Mr. DOMENICI. I do not think I will
even address the amendment.

Mr. President, the amendment does
not produce a change in outlays or rev-
enues and is not necessary to imple-
ment the provisions of this budget.
Therefore, I raise a point of order that
the amendment violates the Budget
Act.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
consideration of the pending amend-
ment, and I ask for the yeas and nays
on the motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second. to.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Nebraska. On this
question, the yeas and nays have been
ordered, and the clerk will call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber
who desire to vote?
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The yeas and nays resulted—yeas 49.

nays 50, as follows:
[Rolicall Vote No. 543 Leg.J

YEAS—49
Akaka
Baucus
Biden
Bingaman
Boxer
Bradley
Brcaux
Bryan
Bumpers
Byrd
Chafee
Cohen
Conrad
Daschle
Dodd
Dorgan
Exon

Feingold
Feinstcin
Ford
Glenn
Graham
Harkin
Heflin
Hollings
Inouye
Johnston
Kennedy
Kerrey
Kcrry
Kohl
Lautenberg
Leahy
Levin

Licbcrman
Mikuiski
Moscley.Braun
Moynihan
Murray
Nunn
PcII
P'or
Reid
Robb
Rockefeller
Sarbanes
Simon
Snowe
Welistonc

NAYS—SO
Abraham
Ashcroft
Bennett
Bond
Brown
Burns
Campbell
Coats
Cochran
coverdell
craig
D'Amato
DeWine
Dole
Domenici
Faircioth
Frist

Gorton
Gramm
Grams
Grassley
Gregg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Jeffords
Kassebau m
Kempthorne
Kyl
i.ott
Lugar
Mack

Mccain
Mcconnell
Murkowski
Nickles
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Specter
Stevens
Thomas
Thompson
Thurmond
Warner

The PRESIDING OFFICER. On the
motion, the yeas are 49, the nays are
50. Three-fifths of the Senators duly
chosen and sworn not having voted in
the affirmative, the motion is not
agreed to. The point of order is sus-
tained and the amendment falls.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NtO. 3027

Mr. DOMENICI. Mr. President, I be-
lieve we laid aside the Lott-Jeffords
amendment with reference to Federal
commemorative coins. I think we have
clearance from the Senator that they
have approved it: is that correct?

Mr. EXON. That is correct.
Mr. DOMENICI. So we ask we pro-

ceed with it.
I yield back my time on it.
Mr. EXON. I yield back my time and

call for the vote.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment No. 3027 offered by the Senator
from Mississippi.

The amendment (No. 3027) was agreed

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. FORD. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.



S 16026
AMENDMENT NO. 2942

(Purpose: To amend the Congressional Budg-
et Act of 1974 to extend the hours of debate
permitted on a reconciliation bill)
Mr. EXON. Mr. President, the next in

order, according to the list that we
have agreed to, is recognition of the
Senator from West Virginia for an
amendment.

I yield our 30 seconds to him for that
purpose.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for 30 seconds.

Mr. BYRD. I thank the Chair. I ask
that the amendment be called up at the
desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from West Virginia [Mr.
BYRD) proposes an amendment numbered
2974.

Mr. BYRD addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from West Virginia.
Mr. BYRD. I know of no legal or con-

stitutionally binding reason why the
Senate has to ever pass a reconcili
ation bill. It may have some budgetary
consequences if the Senate does not.
But as long as we are going to pass
such a bill—and I assume that we will
continue to do so for a while—we
should lengthen the time for debate.

This is not a partisan amendment. It
is not a political amendment. It is for
the good of the institution——

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. BYRD. The budget process, and
the good of the American people.

I hope Senators will vote for this
amendment.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator from New Mexico.
Mr. DOMENICI. Mr. President and

fellow Senators, it is with greatest re-
spect and some degree of sorrow that I
have to raise the Byrd rule against the
amendment.

But Senator BYRD has made sure
under the rules that you cannot change
the budget or the Budget Act without
sending the matter through the com-
mittee of jurisdiction. So this amend-
ment will increase from 20 to 50 hours
the time limitation on debate on future
reconciliation measures; increase the
time limitation from 10 to 20 hours on
Senate consideration of conference re-
ports; and, therefore, it violates the
Budget Act.

I make a point of order against it.
Mr. BYRD. Mr. President, I believe

the clerk read the wrong amendment.
The PRESIDING OFFICER. The Sen-

ator from West Virginia is correct. The
Chair will correct it. The amendment
is 2942, which the clerk will report.

The assistant legislative clerk read
as follows:

The Senator from West Virginia LMr.
BYRD]. for himself and Mr. DORGAN. proposes
an amendment numbered 2942.

The text of the amendment is as fol-
lows:
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At the appropriate place in the bill, insert

the following:
sEc. . DEBATE ON A REcONCILIATION BILL AND

CONFERENCE REPORT.
(a) CONsIDERATION OF A BILL—Section

310(e)(2) of the Congressional Budget Act of
1974 is amended by striking 20 hours" and
inserting 50 hours".

(b) CONsIDERATION OF A CONFERENcE RE-
PoRr.—Section 310(e) (2) of the Congressional
Budget Act of 1974 is amended by adding at
the end the following: "Debate in the Senate
on a conference report on any reconciliation
bill reported under subsection (b). and all
amendments thereto and debatable motions
and appeals in connection therewith, shall be
limited to not more than 20 hours.".

Mr. DOMENICI. Does the Senator
want to do this one?

Mr. BYRD. I want the amendment
that I wanted called up.

Mr. DOMENICI. We assumed that was
the amendment.

I ask for 30 seconds.
Mr. BYRD. This is the amendment

that extends the time for debate from
20 to 50 hours on reconciliation meas-
ures and from 10 to 20 hours on con-
ference reports.

Mr. DOMENICI. Mr. President, that
is what I addressed. That violates the
Byrd rule, and I, therefore, raise a
point of order against the amendment
under section 313(b)(l)(A) of the Budget
Act.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable section of that act for the
consideration of the pending amend-
ment.

I ask for the yeas and nays on the
motion.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion.
The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 47,
nays 52, as follows:

[Rollcall Vote No. 544 Leg.]
YEAS—47

Akaka Feinstdn Levin
Baucus Ford Lieberman
3iden Glenn Mikuiski
Bingaman
Boxer
Bradley
Breaux
Bryan
bumpers
Byrd
conrad
Daschle
Dodd
Dorgan
Exon
Feingo!d

Graham
Harkin
Heflin
Hollings
Lnouye
Jefiords
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy

Moseey.Braun
Moynihan
Murray
Nunn
Pd
Pryor
Reid
Robb
Rockefeller
sarbanes
Simon
Wellstone

NAYS—52
Abraham choice DeWine
Ashcroft coats Dole
Bennett Cochran Domenici
Bond Cohen Faircloth
Ekown Coverdell Frist
Eums crag Gorton
Campbell DAmato Gramm

Grams
Grassley
Gregg

Lott
Lugar
Mack

simpson
Smith
Snowe

Hatch
Hatfield

McCain
McConnell

Specter
Stevens

Helms
Hutchison
lnhôfe
Kassebaum
Kempthorne

Murkowski
Nickles
Pressler
Roth
Santorum

Thomas
Thompson
Thurmond
Warner

Kyl Shelby

The PRESIDING OFFICER. On this
motion, the ayes are 47, the nays are
52. Three-fifths of the Senators duly
chosen and sworn not having voted in
the affirmative, the motion fails.

Mr. DOMENICI. Mr. President, I
move to reconsider the vote by which
the motion was rejected.

Mr. STEVENS. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

cHANGE OF VOTE

Mr. STEVENS. Mr. President, on
rollcall vote No. 539, I voted "aye." It
was my intention to vote no." There-
fore, I ask unanimous consent to
change my vote. It will not affect the
outcome of the vote.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The foregoing tally has been
changed to reflect the above order.)

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. We have been waiting to
do the Biden amendment. I understand
that has been worked out. So I yield at
this time to Senator BIDEN for the of-
fering of his amendment, including the
30 seconds which is a part of my time.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

AMENDMENT NO. 3029

Mr. BIDEN. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:
The Senator from Delaware [Mr. BIDENJ

proposes an amendment numbered 3029.
Mr. BIDEN. Mr. President, I ask

unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
On page 1463, between lines 2 and 3, insert

the following:
SEC. 11042. AUTHORITY TO PAY PLOT OR INTER-

MENT ALLOWANCE FOR v€TERAN5
BURIED IN STATE CEMETERIES.

Section 2303 of title 38, United States Code,
is amended by adding at the end the follow-
ing:

• (c) Subject to the availability of funds ap-
propriated. in addition to the benefits pro-
vided for under section 2302 of this title. sec-
tion 2307 of this title, and subsection (a) of
this section. in the case of a veteran who—

• (I) is eligible for burial in a national cem-
etery under section 2402 of this title, and

(2) is buried (without charge for the cost
of a plot or interment) in a cemetery, or a
section of a cemetery. that (A) is used solely
for the interment of persons eligible for bur-
ial in a national cemetery, and (b) is owned
by a State or by an agency or political sub-
division of a State,
the Secretary may pay to such State. agen-
cy, or political subdivision the sum of $150 as
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a plot or interment allowance for such vet-
eran. provided that payment was not made
under clause (1) of subsection (b) of this sec-
tion.•.

Mr. BIDEN. Mr. President. following
the admonition of Senator Long years
ago, if the amendment is accepted. I
have nothing to say.

The PRESIDING OFFICER. If there
is no further debate on the amendment,
the question is on agreeing to the
amendment.

So the amendment (No. 3029) was
agreed to.

Mr. EXON. Mr. President. I move to
reconsider the vote by which the
amendment was agreed to.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

EXON POINT OF ORDER

Mr. EXON. Mr. President, the next
item on the agenda is the Exon point of
order with regard to the Byrd rule.

Because of the Budget Act of 1974. I
raise a point of order that several pro-
visions—

Mr. BYRD. Mr. President. may we
hear the Senator on this very impor-
tant matter?

The PRESIDING OFFICER. The Sen-
ator from West Virginia is correct. The
Senate will please come to order. The
Senator from Nebraska has 22 seconds
remaining.

Mr. EXON. Mr. President. pursuant
to section 313(d) of the Congressional
Budget Act of 1974. I raise a point of
order that several provisions in the list
I now send to the desk are extraneous
and violate the Byrd rule. section
313(b)(1) of that act.

My point of order objects to about 50
provisions that the Parliamentarian
has confirmed violate the Byrd rule
against extraneous matter in reconcili-
ation because they have nothing to do
with deficit reduction, worsen the defi-
cit, or otherwise violate the rule.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President. I
might request of the Senator from Ne-
braska. this is a very important sub-
ject matter and the Senator has been
selective. There are many. I wonder, if
the Senator would give us a little time
to review it.

Mr. EXON. Yes, I will be glad to do
that.

Mr. DOMENICI. We will not take a
long time. We would like to review it
and discuss it with the Senator.

Mr. EXON. That is perfectly reason-
able.

Mr. DOMENICI. I thank the Senator.
Mr. EXON. We will lay that tempo-

rarily aside.
The PRESIDING OFFICER. Without

objection, the point of order will be set
aside.

Mr. EXON. Mr. President. the next
amendment is an amendment that the
Senator from Arkansas is prepared to
offer—I do not see the Senator from
Arkansas on the floor—with regard to
mining payments and royalties. I have
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not been advised by the Senator he
does not wish to offer the amendment.

Mr. President. I advise my friend
from Arkansas that he is up next on
the mining patents and royalties
amendment. Does the Senator wish to
offer that amendment?

Mr. BUMPERS. I do.
Mr. EXON. I yield 30 seconds of my

time to the Senator from Arkansas for
that purpose.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is recognized.

AMENDMENT NO. 3030

(Purpose: To clarify the Senates intent that
hardrock mining companies pay fair mar-
ket value for the purchase of Federal lands
and minerals pursuant to the 1872 mining
law and to strike the sham hardrock min-
ing industry sponsored royalty provisions
from the bill which would continue the
giveaway of taxpayer owned minerals to
some of the richest companies in the
world)
Mr. BUMPERS. Mr. President. I send

an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The bill clerk read as follows:
The Senator from Arkansas [Mr. BUMP-

ERS], for himself, Mr. BRADLEY. Mr. LAUTEN-
BERC. and Mr. LEAHY. proposes an amend-
ment numbered 3030.

Mr. BUMPERS. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
Strike "for" on line 4 of page 369 through
thereby' on line 19 on page 395.
Mr. BUMPERS. Mr. President, there

is some confusion about what fair mar-
ket value is in this bill. This amend-
ment simply says that the mining in-
dustry, when they apply for patents
from the Interior Department for land.
will pay fair market value.

Fair market value means just what it
says: Land and minerals. Is that fair?
All you have to do is vote aye" and
the U.S. Government will receive fair
market value.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator from Alaska is recog-
nized.

Mr. MURKOWSKI. Mr. President.
this is the same item we have already
dealt with in budget reconciliation. In
fact, we already voted on this. It will
be a repeat of the same amendment my
friend from Arkansas proposed pre-
viously.

Given Senator BUMPERS' rhetoric and
the "we only print one-side of the
issue" perspective of the national
media, it is difficult to get a clear un-
derstanding of what's going on with
mining law reform in the 104th Con-
gress.

Senator BUMPERS. Secretary of the
Interior Bruce Babbitt, and the na-
tional media are long on mining law
rhetoric but short on substance.

Senator BUMPERS often argues the
goal of mining law reform should be
significantly revise patenting, to im-
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pose a royalty on the production of
hardrock minerals, and to establish a
mechanism to clean up abandoned
mines throughout the country.

I happen to agree, but would quickly
add one more essential point. Any re-
form bill passed by Congress should
also aim to preserve the economic
foundation of hardrock mining in this
country—a critical industry that pro-
vides high-paying jobs for tens of thou-
sands of American men and women.

It is on this point that legislation
sponsored by mining critics like Mr.
BUMPERS falls flat on its face. The pu-
nitive royalties and onerous environ-
mental provisions he favors would
make future mining on Federal lands
nearly impossible.

Economic analyses of Senator BUMP-
ERS' comprehensive mining law reform
legislation. including in-house studies
done by the Department of the Inte-
rior. conclude that the punitive roy-
alty supported by Senator BUMPERS
will cost thousands of U.S. jobs. His
legislation would shift exploration and
development capital over seas. export
U.S. jobs. decrease our tax base, and in-
crease our balance of trade deficit.

I take strong exception to criticisms
that members representing western
mining States oppose mining law re-
form legislation. What we oppose is pu-
nitive legislation that would cause un-
necessary economic harm to rural min-
ing communities across working Amer-
ica.

In our effort to impose a royalty on
the hardrock mining industry we
should not presume that more is bet-
ter.

One would hope that Congress would
learn from history. In 1990. when Con-
gress enacted the Omnibus Budget Rec-
onciliation Act, we imposed a signifi-
cant tax on luxury items, including
high-end luxury yachts. Unfortunately,
instead of taxing the rich, this reck-
lessness destroyed the yacht building
industry and eliminated thousands of
jobs in this country.

In addition. we should learn from our
foreign competitors. In 1974, British
Columbia enacted the Mineral Royal-
ties Act, which imposed royalties on
mines located on Crown Lands and the
Mineral Land tax Act which subjected
owners of private mineral rights to
royalties equivalent to those applied to
Crown Lands. The result was a disas-
ter.

During the period the royalty was in
effect, no new mines went into produc-
tion and several mines closed. Two
years later, after thousands of mine re-
lated jobs were lost. the royalty was
repealed.

Should the hardrock mining industry
pay a royalty to the Federal Govern-
ment? The answer is yes. But let's not
make it so punitive that we destroy
the industry or run it off-shore. We
need to remember. just like Arkansas
rice farmers. the domestic mining in-
dustry must compete in a worldwide
market,

At the outset of the 104th Congress. I
cosponsored the Mining Law Reform
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Act of 1995 (S. 506). a bipartisan bill
that recognizes the world of change in
which we now live. The bill balances
economic reality with the environ-
mental concerns facing today's
hardrock mining industry. I've actively
pursued enactment of this legislation
during the past several months.

It's worth noting that Secretary of
the Interior Bruce Babbitt continues to
issue press releases decrying the short-
comings of the existing mining law.
Yet he offers no reform proposal of his
own. Why? Very simply. it is much
easier to be critical than to be con-
structive.

It's no secret this is a divisive issue.
In an effort to strike an acceptable
compromise, the Senate Energy Com-
mittee included mining law reform pro-
visions in its budget reconciliation
package

Those provisions represent signifi-
cant compromise by both sides in thls
debate.

For the first time in history, the leg-
islation would require miners to pay
fair market value for the surface estate
of patented land.

For the first time in history. the leg-
islation requires patented land used for
nonmining purposes to revert back to
the Federal Government.

This would end the so-called Federal
land give-away.

For the first time in history, miner;
would be required to pay a royalty to
the Federal Government for the pro..
duction of minerals on Federal land.

The Congressional Budget Office esti
mates the royalty will generate over
$36 million dollars during the flrst 7
years. As new projects come into pro-
duction, revenues received from the
royalty are expected to increase to $25—
$50 million per year.

Finally, for the first time in history.
we would create an abandoned mine
land fund [AML fund], establishing a
mechanism to clean up old mines,
many of which were abandoned in the
1800's.

The program will be financed by one
half of the royalty receipts. As royalty
revenues increase, funds for the AML
fund will also grow.

The legislation contained in the com-
mittee's reconciliation package an-
swers the urgent call for increased Fed-
eral revenue without adding layers of
crippling new Federal regulations or
usurping the rights and responsibilities
of individual States to oversee mining
operations within their own jurisdic-
tions.

Simply put, it would significantly re-
vise the existing patenting system; im-
pose a royalty on the production of
minerals; and create a mechanism to
fund the cleanup of abandoned mines:
all while allowing Americans to enjoy
the benefits of a strong domestic min-
ing industry.

It's time for mining critics to stop
the rhetoric and begin working to
enact reform.

Senator BUMPERS amendment is not
a good faith effort at enacting respon-
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sible reform. His claims of a Federal
land give-away cannot hold water in
the face of the dual requirements in
budget reconciliation of fair market
value for the surface of patented lands
and a royalty on produced minerals
from the subsurface.

The time is right for reform. The lan-
guage in the budget reconciliation
package represents comprehensive re-
form that ends the so-called Federal
give-away, and according to CBO.
raises $148 million dollars.

I urge critics of the mining industry
to support the mining law provisions in
the budget reconciliation package and
oppose the amendment being offered by
Senator BUMPERS.

Mr. DOMENICI. Mr. President, I
move to table the amendment and ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to lay on the table amendment No.
3030. The yeas and nays have been or-
dered. The clerk will call the roll.

The bill clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 55.
nays 44, as follows:

[Rollcall Vote No. 545 Leg.]

YEAS—55
Abraham Dole Mack
Ashcroft Domenici McCain
Baucus Faircloth McConnell
Bennett Frist Murkowski
Bingaman Gorton Nickles
Bond
Breaux
Brown
Bryan
Burns
campbeil
chafee
coats

Gramm
Grams
Grassley
Hatch
Hatfield
Heflin
Helms
Hutchison

Pressler
Reid
Roth
5antorum
shelby
5mpson

cochran Inhofe stevens
coverdell Kassebaum Thomas
craig Kempthorne Thompson
DAmato Kyl Thurmond
Daschle Lott Warner
DeWine Lugar

NAYS—44
Akaka Graham Mikulski
Biden Gregg Moseley.Braun
Boxer
Bradley
Bumpers

Harkin
Hollings
Inouye

Moynihan
Murray
Nunn

Byrd
cohen
Conrad
Dodd
Dorgan
Exon
Feingold
Feinstein
Ford

Jeffords
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenbcrg
Leahy
Levin

Pen
Pryor
Robb
Rockefeller
sarbanes
simon
smith
snowe

Glenn Lieberman Welistone

So the motion to lay on the table the
amendment (No. 3030) was agreed to.

Mr. EXON. Mr. President. I move to
reconsider the vote, and I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

October 27, 1995
AENDMENT NO. 303!

(Purpose: To modify the estate tax reform
proposals by striking the provisions ex-
cluding up to $3.25 million in business as-
sets from the estate tax and by inserting a
package of reforms specifically designed to
ease the burden of estate taxes for true
small businesses and family farms)
Mr. BRADLEY. Mr. President, I send

an amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
The bill clerk read as follows:
The Senator from New Jersey EMr. BRAD.

LEY] proposes an amendment numbered 3031.
Mr. BRADLEY. Mr. President, I ask

unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
Objection, it is so ordered.

The amendment is as follows:
On page 1622. beginning on line 8. strike all

through page 1636. line 12. and insert the fol-
lowing:
SEE. 12301. MODIFICATIONs TO TIME EXTENSION

PROvISIONS FOR CLOSELY HELD
BUSINESSES.

(a) INCREASED CAP ON 4 PERCENT INTEREST
RATE—Subparagraph (A) of section 6601(j) (2)
(relating to 4-percent portion) is amended by
striking $345.80O and inserting $780800".

(b) PARTNERSHJP, ETC.. RESTRICTIONS Lnr-
ED—Subparagraph (A) of section 6166(b) (7)
(relating to partnership interests and stock
which is not readily tradable) is amended to
read as follows:

• (A) IN CENERAL.—If the executor elects
the benefits of this paragraph (at such time
and in such manner as the Secretary shall by
regulations prescribe), then for purposes of
paragraph (l)(B)(i) or (1)(C)(i) (whichever is
appropriate) and for purposes of subsection
(c). any capital interest in a partnership and
any non-readily-tradable stock which (after
the application of paragraph (2)) is treated as
owned by the decedent shall be treated as in-
cluded in determining the value of the dece-
dents gross estate.

(c) HOLDINC COMPANY RESTRICTIONS Lnr-
ED—Paragraph (8) of section 6166(b) (relating
to stock in holding company treated as busi-
ness company stock in certain cases) is
amended—

(1) by striking subparagraph (A) and in-
serting the following new subparagraph:

'(A) IN CENERAL.—If the executor elects
the benefits of this paragraph, then for pur-
poses of this section. the portion of the stock
of any holding company which represents di-
rect ownership (or indirect ownership
through I or more other holding companies)
by such company in a business company
shall be deemed to be stock in such business
company.',

(2) by striking subparagraph (B).
(3) by striking any corporation" in sub-

paragraph (D)(i) and inserting any entity".
and

(4) by redesignating subparagraphs (C) and
(D) as subparagraphs (B) and (C). respec-
tively.

(b) EFFECTIVE DATE—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1995.

On page 1639. beginning on line 10. strike
all through page 1649. line 9. and insert the
following:
SEC. 12304. OPPORTUNITY TO CORRECT CERTAIN

FAILURES UNDER SECTION 2032A.
(a) GENERAL RULE—Paragraph (3) of sec-

tion 2032A(d) (relating to modification of
election and agreement to be permitted) is
amended to read as follows:

(3) MODIFICATION OF ELECTION AND AGREE-
MENT TO BE PERMflTED.—The Secretary shall
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prescribe procedures which provide that in
any case in which the executor makes an
election under paragraph (1) (and submits
the agreement referred to in paragraph (2))
within the time prescribed therefor. but—

(A) the notice of election, as filed, does
not contain all required information, or

(B) signatures of 1 or more persons re-
quired to enter into the agreement described
in paragraph (2) are not included on the
agreement as filed, or the agreement does
not contain all required information,
the executor will have a reasonable period of
time (not exceeding 90 days) after notifica-
tion of such failures to provide such informa-
tion or signatures.'

(b) EFFECTIVE DATE—The amendment
made by subsection (a) shall apply to the es-
tates of decedents dying after the date of the
enactment of this Act.

Mr. EXON. I yield 30 seconds if the
Senator would like to have it.

Mr. BRADLEY. Mr. President. under
the pending bill, estates worth $5 mil-
lion or more would receive a tax break
of $1.7 million. This is because the bill
effectively shields the first $3.25 mil-
lion from tax.

This amendment would strike these
provisions and substitute a package of
reforms that are designed to ease the
burden of estate taxes on true small
businesses and family farms.

Mr. DOLE. The estate tax provision
of the bill has strong bipartisan sup-
port. I think 20 to 30 Senators—we had
this discussion in committee. We be-
lieve we are on the right track, trying
to save farms, ranches, small busi-
nesses held by one family, two families
or three families.

Mr. DOMENICI. Mr. President, I
move to table the amendment, arid I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 72,
nays 27. as follows:

IRollcall Vote No. 546 Leg.}
YEAS—72

Abraham Frist Mack
Ashcroft Glcnn McCain
Baucus Gorton McConnell
Bcnnett Gramm Murkowski
Biden Grams Murray
Bingaman Grasslcy Nickics
Bond Gregg Nunn
Brown Harkin PcU
Bryan Hatch Prcssler
Burns Hatflcld Pryor
Campbell Hcflin Rcid
Chatce Hclms Roth
Coats Hutchison Santorum
Cochran lnhofc Shelby
Cohen Inouyc Simon
Coverdcll Johnston Simpson
Craig Kasscbaum Smith
DAmato Kcmpthornc Snowe
DcWine Kcrrcy Spectcr
DoIc Kohl Stcvcns
Domcnici Kyl Thomas
Exon Licb.rman Thompson
Faircloth Lott Thurmond
Ford Lugar Warncr

Boxcr Fcingold Lcvin
Brad)cy Fcinstcin Mikulski
Brcaux Graham Moselcy-Braun
Bumpcrs HoUings Moynihan
Byrd Jcffords Robb
Conrad Kcnnedy Rockefeilcr
Daschlc Kcrry Sarbanes
Dodd Lautcnbcrg Welistone

So the motion to lay on the table the
amendment (No. 3031) was agreed to.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the mo-
tion was agreed to.

Mr. LEAHY. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON. Mr. President, I tell all
that we are moving along at a reason-
ably rapid pace.

The next amendment is the last
amendment that I have for Senator
BRADLEY of New Jersey.

I yield my 30 seconds to him.
AMENDMENT NO. 3032

(Purpose: To provide additional funds to the
medicaid program by using the revenues
resulting from the disallowance of deduc-
tions for advertising and promotional ex-
perises for tobacco products)
Mr. BRADLEY. Mr. President, I send

an amendment to the desk and ask for
its consideration.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:
The Senator from New Jersey (Mr. BIJ)-

LEY), for himself and Mr. HARKIN, proposes
an amendment numbered 3032.

Mr. BRADLEY. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 1772, after line 23, add the follow.

ing new section:
SEC. 12809. DISALLOWANCE OF DEDUCTIONS FOR

ADVERTISING AND PROMOTIONAL
EXPENSES RELATING TO TOBACCO
PRODUCT USE.

(a) IN GENERAL.—Part IX of subchapter B
of chapter 1 of subtitle A (relating to items
not deductible) is amended by adding at the
end the following new section:
SEC. 2801. DISALLOWANCE OF DEDUCTION FOR

TOBACCO ADvERTISING AND PRO.
MOTIONAL EXPENSES.

No deduction shall be allowed under this
chapter for expenses relating to advertising
or promoting cigars, cigarettes, smokeless
tobacco, pipe tobacco, or any similar tobacco
product. For purposes of this section. any
term used in this section which is also used
in section 5702 shall have the same meaning
given such term by section 5702."

(b) USE OF FUNDs FOR MEDICAID PRO-
GRAM—Section 212 1(b) of the Social Security
Act, as added by section 7901 of this Act is
amended by adding at the end the following
new paragraph:

(3) APPROPRIATION OF ADDITIONAL
AMOUNTS FOR POOL AMOUNTS—For purposes
of paragraph (1). the pool amount for each
fiscal year is increased by an amount that is
hereby authorized to be appropriated and is
appropriated equal to the increase in reve
nues for such year as estimated by the Sec-
retary of the Treasury resulting from the
amendment made by section 12809(a) of the
Balanced Budget Reconciliation Act of 1995.
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(c) CONFORMING AMENDMENT—The table of

sections for such part IX is amended by add-
ing after the item relating to section 280H
the following new item:
"Sec. 2801. Disallowance of deduction for to-

bacco advertising and pro.
motion expenses.'

(d) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
year beginning after December 31. 1995.

Mr. BRADLEY. Mr. President, the
amendment that I have offered denies a
tax deduction for the expense of adver-
tising tobacco products. Federal sav-
ings of $3.2 billion would be used to off-
set cuts in Medicaid. Currently tobacco
manufacturers deduct the cost of their
advertisements from their taxable in-
come. In other words, it favors the Joe
Camel ad. This amendment would
eliminate that deduction.

The amendment would not prohibit
tobacco manufacturers from advertis-
ing their products. It only removes the
Federal subsidy through the Tax Code
for their advertising.

Mr. FORD. Mr. President, this denies
a legitimate business from taking a de-
duction under legitimate costs. And it
will go to all companies in the future,
if we allow this one to prevail.

So, Mr. President. I raise a point of
order against the pending amendment.
It violates section 305(b) of the Con-
gressional Budget Act of 1994 because it
is not germane.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1994, I move to waive the
applicable sections of the act for the
consideration of the pending amend-
ment, and I ask for the yeas and nays
on the motion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from Nebraska. On this
question, the yeas and nays have been
ordered, and the clerk will call the roll.

The bill clerk called the roll.
The yeas and nays resulted—yeas 22.

nays 77, as follows:
IRollcall Vote No. 547 Leg.]

Bennett Glcnn Mosclcy-Braun
Bingaman Harkin Murray
Boxer Hatch PclI
Bradley Hatficid RocketcUer
Bumpcrs Hollings Snowe
Byrd Kcnncdy
Cohcn Kcrry

Wcllstonc

DcWinc Lautcnbcrg

NAYS—77
Abraham Craig Grams
Akaka DAmato Grasslcy
Ashcroft Daschlc Gregg
Baucus Dodd Hcflin
Bidcn DoIc Hclms
Bond Domcnici Hutchison
Breaux Dorgan Inhofe
Brown Exon [nouyc
Bryan Faircioth Jcffords
Burns Fcingold Johnston
Campbcl) Fcinstcin Kassebaum
Chafcc Ford Kcmpthornc
Coats Frist Kcrrcy
Cochran Gorton Kohl
Conrad Graham Kyl
Covcrddll Gramm
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NAYS—27
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Levin Nickles Simon
Lieberman Nunn Simpson
Lott Presslcr Smith
Lugar
Mack

Pryor
Rcid

Specter
Stevens

McCain Robb Thomas
McConnell
Mikuiski
Moyr-iihan
Murkowski

Roth
Santorum
Sarbancs
Shelby

Thompson
Thurmond
Warner

The PRESIDING OFFICER (Mr. SrE-
VENS). On this vote, there are 23 yeas.
76 nays. Three-fifths of the Senators
duly chosen and sworn not having
voted in the affirmative, the motion is
not agreed to. The point of order has
been sustained, and the provision fails.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. LEAHY. I move to lay that mo-
tion on the table.

The motion to lay on the table ws
agreed to.

AMENDMENT NO. 3033

(Purpose: To limit the capital gains deduc-
tion to gain on assets held for more than 10
years and to impose a $250,000 lifetime
limit)
Mr. EXON. Mr. President, I am

pleased to report that two Senators
have been successful in working to-
gether to offer two amendments in a
joint form. The two Senators are Sen-
ator DORGAN and Senator HARKIN. I
yield each of them 30 seconds as per the
previous arrangement.

Mr. DORGAN. Mr. President. I have
an amendment at the desk.

The PRESIDING OFFICER. The
clerk will report.

Mr. DORGAN. Mr. President, I ask
unanimous consent that reading of the
amend ment be dispensed with.

The PRESIDING OFFICER. The
clerk will still report.

The legislative clerk read as follows:
The Senator from North Dakota [Mr. DOR-

CAN] for himself. Mr. HP.RKIN, and Mr. KEN-
NEDY, proposes an amendment numbered
3033.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today 's RECORD under 'Amend-
ments Submitted.")

Mr. DORGAN. Mr. President. this
amendment is very simple. It changes
the capital gains portion of the legisla-
tion. It would provide that if you hold
an asset for 10 years. this would ex-
clude up to $250,000 of capital gains—an
exclusion, twice as much benefit for
the first quarter of a million dollars in
capital gains. But that is what the
limit would be. It actually saves $10
billion over the capital gains provi-
sions in the bill.

I yield to Senator HARKIN for the ex-
planation of the second provision in
the amendment.

The PRESIDING OFFICER. The Sen..
ator from Iowa.

Mr. HARKIN. Mr. President. this is
the so-called Benedict Arnold amend-
ment. Many of the very wealthy indi-
viduals who renounce their U.S. citi-
zenship then later reside in the United
States for up to 180 days. Under this
amendment, such individuals would re-
sume paying taxes in the United States
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as if they were resident aliens similar
to U.S. citizens if they would stay in
the United States for 30 days.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
The Senator has 30 seconds.
Mr. DOMENICI. As to Senator HAR-

KIN'S portion of the bill, let me remind
Senators, Senator MOYNIHAN had put
this provision together. And it strikes
an appropriate balance. This would es-
sentially do away with the Moynihan
balance in this bill.

The Dorgan part of this limits the
capital gains tax to a lifetime of
$250,000. This would be incredibly dif-
ficult to keep track of and almost im-
possible to enforce if it was fair.

I move to table both amendments.
They are both en bloc.

I ask for the yeas and nays.
The PRESIDING OFFICER. Is there a

sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question occurs on agreeing to the mo-
tion to table the amendment numbered
3033. This is on both amendments in
tandem.

The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 66,
nays 33. as follows:

tRollcall Vote No. 548 Leg.1
YEAS—66

Abraham Glcnn Lugar
Ashcroft Gorton Mack
Baucus Graham McCain
Bennett Gramm Mcconnell
Biden Grams Moseley-Braun
Bond Grassley Moynihan
Bradley Gregg Murkowski
Breaux Hatch Nickles
Brown Hatfleld Nunn
Bryan Hcf1n Pell
Burns Helms Reid
campbell Hutchison Roth
chafee tnhofe Santorum
Coats Jeffords Shelby
Cochran Johnston Simpson
Coverdell Kassebaum Smith
DAmato Kerrey Specter
DeWine Kohl Stevens
Dole Ky! Thomas
Domenici Levin Thompson
Faircioth Licbcrman Thurmond
Frist Lott Warner

NAYS—33
Akaka Exon Leahy
Bingaman Feingold Mikulski
Boxer Feinstein Murray
Bumpers Ford Pressler
Byrd Harkin Pryor
cohen Hollings Robb
Conrad lnouye Rockefeller
Craig Kempthome Sarbanes
Dasche Kennedy Simon
Dodd Kerry Snowe
Dorgan Lauenberg Wellstone

So, the motion to lay on the table
the amendment (No. 3033) was agreed
to.

Mr. EXON. Mr. President, I move to
reconsider the vote by which the mo-
tion was agreed to.

Mr. GRAMM. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.
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Mr. EXON. Mr. President, the next

amendment is an amendment by Sen-
ator FEINGOLD. from Wisconsin. with
regard to tax loopholes. I yield to him
at this time the 30 seconds we have for
each amendment.

The PRESIDING OFFICER. Senator
FEINGOLD.

AMENDMENT lO. 3034

(Purpose: To amend the Internal Revenue
Code of 1986 to eliminate the percentage
depletion allowance for mercury. uranium,
lead and asbestos)
Mr. FEINGOLD. Mr. President. on

behalf of myself, Senator WELLSTONE
and Senator BUMPERS, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Wisconsin (Mr.
FEINCOLD]. for himself. Mr. WELLSTONE. and
Mr. BurERS, proposes an amendment num-
bered 3034.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
At the end of chapter 8 of subtitle I of title

XII add the following new section:
SEc. . CERTAIN MINERALS NOT ELIGIBLE FOR

PERcENTAGEDEPLETION.
(a) General Rule.—
(1) Paragraph (1) of section 613(b) (relating

to percentage depletion rates) is amended—
(A) by striking 'and uranium" in subpara-

graph (A). and
(B) by striking "asbestos, , lead.', and

mercury,' in subparagraph (B).
(2) Subparagraph (A) of section 613(b) (3) is

amended by inserting other than lead, mer-
cury, or unranium' after 'metal mines'.

(3) Paragraph (4) of section 613(b) is amend-
ed by striking 'asbestocs (if paragraph (1) (B)
does not apply),'.

(4) Paragraph (7) of section 613(b) is amend-
ed by by striking 'or' at the end of subpara-
graph (B). by striking the period at the end
of subparagraph (C) and inserting ': or". and
by inserting after subparagraph (C) the fol-
lowing new subparagraph:

(D) mercury, uranium, lead, and asbestos.'
(b) CONFORMING AMENDMENTS.—Subpara-

graph (D) of section 6i3(c)(4) is amended by
striking 'lead," and 'uranium,'.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

The PRESIDING OFFICER. The Sen-
ator is recognized.

Mr. FEINGOLD. Mr. President. this
amendment eliminates the special 22
percent percentage depletion allowance
for certain mine substances—asbestos,
lead, mercury, and uranium.

It would allow mining companies to
deduct only the cost of their capital in-
vestments as other businesses have to
do. The amendment would save $83 mil-
lion over 5 years, and the bulk of this
tax break goes to lead mining. I do not
think that makes any sense to have
this kind of subsidy when State and
'ocal and Federal health officials and
environmental agencies are spending
precious resources for lead abatement
and testing.
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The PRESIDING OFFICER. The Sen-
ators time has expired. The Senator
from New Mexico.

Mr. DOMENICI. Mr. President, I am
not going to use my 30 seconds. I just
now make a point of order against the
amendment under section 305(b)(2) of
the Budget Act.

The PRESIDING OFFICER. The Sen-
ator from Nebraska.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
sections of that act for the consider-
ation of the pending amendment, and I
ask for the yeas and nays on the mo-
tion to waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to waive the Budget Act. The yeas and
nays have been ordered. The clerk will
call the roll.

The assistant legislative clerk called
the roll.

The yeas and nays resulted—yeas 43.
nays 56, as follows:

IRolicall Vote No. 549 Leg.]
YEAS—43

Akaka Graham Moseley.Braun
Bidon Gregg Moynihan
Boxcr Harkin Murray
Bradley Hollings Nunn
Bumpors lnouye Pelt
Byrd
Chaloo
cohcn
Conrad
Daschlo
Dodd
Dorgan
Exon

Joflords
Konnody
Korroy
Korry
Kohl
Lautonbcrg
Lcahy
Levin

Pryor
Robb
Rockelefler
Sarbanos
5imon
smith
Snowe

Feingold Lieberman Welistono
Foinstoin Miku1sk

NAYS—56
Abraham Fairdoth Lugar
Ashcrolt Ford Mack
Baucus Frist McCain
Bennett Glonn Mcconne1
Bingaman Gorton Murkowki
Bond
Breaux
Brown
Bryan
Burns
Campboll
Coats
cochran
Covordoll

Gramm
Grams
Grassley
Hatch
Hatfiold
Hotlin
Helms
Hutchison
Inhofo

Nickks
Presser
Reid
Roth
Santorum
shclby
Simpson
spccter

Craig
DAmato

Johnston
Kassobaum

stevons
Thomas

DoWine Kempthorne Thompson
Dole Kyl Thurmond
Domonici Lott Warnor

The PRESIDING OFFICER. On this
vote, the yeas are 43, the nays are 56.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.

The point of order is sustained, and
the amendment falls.

Mr. EXON. Mr. President, I move to
reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. MOYNIHAN addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New York is recognized.

CONGRESSIONAL RECORD — SENATE
cl-LANCE OF vOTE

Mr. MOYNIHAN. Mr. President, I ask
unanimous consent that my vote on
the Bradley amendment No. 3032 be
changed from yea" to 'nay.' This re-
quest will not change the outcome of
the vote.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The foregoing tally has been
changed to reflect the above order.)

Ms. MOSELEY-BRAUN addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Illinois is recognized.

CFiANCE OF vOTE

Ms. MOSELEY-BRAUN. On rolIcall
vote No. 548. I voted no.' It was my
intention to vote yea. Therefore, I
ask unanimous consent that I be per.
mitted to change my vote. This will in
no way change the outcome of the
vote.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The foregoing tally has been
changed to reflect the above order.)

Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader is recognized.
Mr. DOLE. Mr. President, I wonder if

we can take a short reading on what
may be happening tonight or tomor-
row.

I have had a discussion with the dis-
tinguished Democratic leader, Senator
DASCHLE, and I think he is prepared to
give us a fairly optimistic report on
amendments left on that side.

I will be happy to yield to the Demo-
cratic leader.

Mr. DASCHLE. Mr. President, I have
consulted with colleagues. and I think
we are down to five amendments. One
of those may fall. We are within reach
now. That is the total on our side.

Mr. DOLE. Mr. President. I think on
this side we have just the Finance
Committee amendment. As I have indi-
cated. there would be some additional
debate on that—probably not more
than 10 minutes will be allotted—be-
cause it is a 46-page amendment.

I know the Senator from Florida was
suggesting additional debate time.

I say to my colleagues. if we can
move as quickly as we can here and fin-
ish this bill at a reasonable time to-
night. we will not be in tomorrow and
we will be not be in on Monday. I think
it would depend on how quickly we can
complete action on the bill.

In addition, we are now looking at
the Byrd-Exon package on different
matters that have been subjected to
the Byrd rule. We have not had that
list very long, but we have people
working on it now to match it against
our list to see why some are left Out
and some are put in. It is a rather se-
lective list.

I suggest that may require some ad-
ditional votes. I am not certain.

Mr. DASCHLE. Would the majority
leader yield?

Mr. DOLE. I yield.
Mr. DASCHLE. Did I hear the major-

ity leader say if we can expedite this
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and come to final passage tonight on
the bill, we would not be in session on
Monday. Is that correct?

Mr. DOLE. That is correct. We have
some conference reports, but I think
they can be disposed of very quickly on
Tuesday morning.

I have also discussed this with the
distinguished Senator from West Vir-
ginia, who has a very important ap-
pointment on Monday. I want to try to
accommodate every Senator where I
can. I think I can.

Mr. DOMENICI. Might I discuss the
points of order that were submitted as
a package by Senator ExON?

Senator, as you might know. since it
is a very selective list. it has caused a
lot of concern on our side: some are
just working with me to see what they
want to do about it. The first step we
are taking so we will know is. we are
comparing your selected list with our
list to first find out whether there are
any that we do not think should be in
there.

We would like to handle those in a
way—by presenting those to you on the
basis that if they do not properly be-
long in that we might drop them out.
We are not sure there are a lot but
there are some and they are of concern.

I might also suggest a goodly number
of the motions of the Byrd rule prob-
lems come from the welfare bill—not
all, but many.

I might reflect for a moment how
that happened. The Senate cleared a
welfare bill with how many votes? Mr.
President. 87—12. That bill was put in
the reconciliation bill and it has its
own track going. It was never perfected
by the U.S. Senate or by any commit-
tees in a way that made it absent the
Byrd rule problems.

In other words. we handled that on
the floor. It turns out when you put it
in reconciliation. obviously it has a lot
of points of order.

We are concerned because most of the
Senators on the other side of the aisle
and this side voted for that bill. In
fact. 87 voted for it. We might want to
present to the Senate a package of
those Byrd rule violations and see if
you all want to waive them on the
basis that they got 87 votes, or if you
might want to reconsider since they
got 87 votes.

After all. we are the ones who vote
on the 60-vote number that is required
under the law. We can make that deci-
sion.

It is not simple. Frankly. it comes
late. which is no one's fault. Everybody
on our side knew or should have known
that, as they moved their committee
work law. the Byrd rule was impera-
tive. If we did not know it on the wel-
fare bill—because we were not prepar-
ing the welfare bill for reconciliation.

I think we may take a little time to-
night because I have a lot of concern
on my side for the Senators. and I want
to make sure they understand and get
a chance to evaluate it. I do not think
you would deny us that. We will give
you adequate time on our major
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amendment. This is major. major to
some people on our side.

With that explanation, let us pi'o-
ceed. and we will do the best we can.

Mr. DOLE. I indicated before. I know
we will do these things. but if we do
them as quickly as we can, then it will
make things easier for all of us and
make it possible to leave here tonight
by 10:30 or 11 o'clock and not be here on
Monday.

Mr. EXON. May I have 30 seconds? I
simply say that I will be glad to listen
and look at anything that is presented
to us. I simply point Out to my co1-
leagues that the points raised were the
most serious, in my view, of the viol
tions of the Byrd rule. We believe they
are all valid points of order and the
Parliamentarian has so told us.

We published a comprehensive list of
all budget rule violations in yester-
day's RECORD. This is no surprise deal.

I certainly say that I will look for-
ward to hearing from your side and. a;
usual, take a careful look at your prop.
osition.

LAUTENBERC MOTION TO COMMIT

Mr. EXON. The next motion would be
by the Senator from New Jersey. Sen-
ator LAUTENBERC.

I yield to him the 30 seconds I have
as part of my time for his disposition.

Mr. LAUTENBERG. This is to com-
mit the bill to the Finance Committee
with instructions to report back on an
amendment that would expand the de-
ductibility of expenses that occurred in
connection with business that one con-
ducts in one's moment.

In 1993. the Supreme Court decision
drastically reduced the deductibility of
items in connection with a home/office
kind of business.

If one was a plumber or electrician or
an accountant and operated out of
home, they would lose their deductibil-
ity because their clients would not
have visited the home.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Jersey [Mr. LAU-

TENBERCJ moves to Commit 5. 1357 to the
Committee on Finance with instructions to
report the bill back to the Senate within 3
days. not to include any day the Senate is
not in session, inserting provisions to expand
the deductibility of expenses incurred in con-
nection with the business use of one's home.
and to offset the resulting costs by adjusting
the corporate capital gains tax rate.

MOTION TO EXPAND THE HOME OFFICE
DEDUCTION

Mr. LAUTENBERG. Mr. President, I
rise today to offer a motion that would
benefit home-based small business
owners. My motion would send the
Senate reconciliation bill back to the
Committee on Finance and would in-
struct the committee to insert lan-
guage expanding the home office de-
duction. For a relatively small sum, to
be offset by a modification to the cor-
porate capital gains tax rate. Congress
can remedy a 2-year-old court holding
that interpreted a section of our Tax
Code too narrowly.

CONGRESSIONAL RECORD — SENATE
Under current law, a taxpayer may

only obtain a home office deduction in
one of the following ways: First. If the
office is the principal place of business
for a trade or business; second. if the
office is a place of business used to
meet with patients. clients, or cus-
tomers in the normal course of the tax-
payer's trade or business: or third, if
the office is physically separate from
the home. A 1993 Supreme Court hold-
ing interpreted the principal place of
business too narrowly. thus effectively
denying this deduction to taxpayers
unless their offices were physically
separate from their homes or unless
their clients physically visited their of-
fices.

This court decision, and the IRS's
subsequent application of it. have pre-
vented taxpayers from obtaining a de-
duction Congress intended them to
have. The Government should not be
providing a disincentive to those per-
sons who have made the decision to
work at home. a decision that was
most likely based upon economic con-
straints and family considerations.

Women-owned businesses are being
disproportionately hurt by this narrow
interpretation of section 280A of our
Tax Code. Women are more apt to work
out of their homes than men and they
should not be punished for choosing to
work near their families. By voting for
my motion, my colleagues will be send-
ing a profamily message to their con-
stituents.

Expanding this deduction would also
help workers who have been displaced
by corporate downsizing to remain in
the work force and avoid welfare by de-
fraying some of their startup costs
should they decide to go into business
for themselves. My motion would also
benefit the elderly and persons with
physical disabilities who want to work
but for whom commuting to tradi-
tional offices is simply too difficult.

Mr. President, expanding the home
office deduction was endorsed by the
recently held White House Conference
on Small Business, which had partici-
pants from every State. The Commit-
tee on Finance held a hearing on this
matter in June and it has strong sup-
port in the small business community.
Legislation was introduced earlier this
year that would accomplish the same
goal I am seeking today. I would ask
unanimous consent that a letter writ-
ten to the Majority Leader DOLE by
dozens of small business groups sup-
porting this goal be inserted into the
RECORD. I strongly urge my colleagues
on both sides of the aisle to support my
motion.

There being no objection. the letter
was ordered to be printed in the
RECORD, as follows:

APRIL 11, 1995.
Hon. ROBERT DOLE,
U.S. Senate, Washington. DC.

DEAR SENATOR DOLE: The undersigned as-
sociations strongly urge you to cosponsor S.
327, the Home Office Deduction Act. The
original sponsors of the bill are Senators
O1N G. HATCH, MAX BAUcU5. CHARLEs E.
GRASSLEY, JAMES J. ExON, ROBERT J.
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KERREY. JOSEPH I. LIEBERMA.N. BENNETF J.
JOHNSON. and JOHN H. CHAFEE.

5. 327 will promote economic growth and
help create prosperity for the nation's work
force. It is designed to ameliorate the eco-
nomic hardships caused by the 1993 U.S. Su-
preme Court decision in the Commissioner v.
Soliman case.

Tens of thousands of persons stand to lose
the home office deduction as a result of the
Soliman decision: particularly if (a) these
people visit customers outside the home and
(b) they generate revenues of the business
outside the home. The list of people poten-
daily losing the deduction includes inde-
pendent sales persons. plumbers, elec-
tricians. remodeling contractors, home
builders. veterinarians, travel agents and
others. The bill would put home-based busi-
nesses like these on a more equal footing
with other businesses.

5. 327 is an excellent response to the cur-
rent spate of corporate downsizings which
have resulted in the layoffs of tens of thou-
sands of workers. They, like many other peo-
ple, are now attempting to live the American
dream by starting businesses Out of their
homes.

The bill shows a clear appreciation for the
convenience offered American families by
home-based businesses. A home-based busi-
ness provides a spouse (including a single
parent) the emotional benefits of taking care
of his or her children at home while earning
money at the same time. 5. 327 also takes
into account modern telecommunications
equipment (such as personal computers. fac-
simile machines. and modems) which can
make home-based business technologically
competitive with any commercially leased
space.

Thank you for considering cosponsoring S.
327. If you would like to cosponsor the bill.
please call West Coulam (4—0134) of Senator
Hatchs office.

Sincerely.
Alliance for Affordable Health Care.
Alliance of Independent Store Owners and

Professionals.
American Animal Hospital Association.
American Association of Home-Based Busi-

nesses.
American Society of Media Photographers.
American Society of Travel Agents.
American Veterinary Medical Association.
Associated Builders and Contractors. Inc.
Bureau of Wholesale Sales Representa-

tives.
Communicating for Agriculture.
Communicating for Health Consumers.
Council of Fleet Specialists.
Direct Selling Association.
Family Research Council.
Home Office & Business Opportunities As-

sociation of California
Illinois Women's Economic Development

Summit.
National Association for the Cottage In-

dustry.
National Association for the Self-Em-

ployed.
National Association of Home Builders.
National Association of Private Enter-

prise.
National Association of the Remodeling In-

dustry.
National Association of Women Business

Owners.
National Electrical Manufacturers Rep-

resentative Association.
National Federation of Independent Busi-

ness.
National Small Business United.
National Society of Public Accountants.
Promotional Products Association Inter-

national.
Retail Bakers of America.
Small Business Legislative Council.
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SMC—' The Voice of Small Business.
Mr. DOMENICI. Mr. President. this

would increase corporate tax rates
from 28 to 32 percent in order to expand
the deduction of home business ex-
penses. and I believe it adds new lan-
guage to the bill by way of the home-
business expenses.

Therefore, it is subject to a point of
order on germaneness. I raise that
point under the Budget Act.

Mr. EXON. Pursuant to section 904 of
the Congressional Budget Act. I move
to waive the sections of that Act for
the consideration of the pending
amendment, and I ask for the yeas and
nays on the motion to waive the Budg-
et Act.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER (Mr.

SANTORUM). Are there any other Sen-
ators in the Chamber desiring to vote?
The yeas and nays resulted—yeas 39.
nays 60, as follows:

The result was announced—yeas 39.
nays 60. as follows:

(Rollcall Vote No. 550 Leg.]
YEAS—39

Akaka Ford
Baucus Glenn
Boxer Graham
Breaux Harkin
Bumpers Heflin
Byrd Hollings
conrad lnouye
Daschle Kennedy
Dodd Kerrey
Dorgan Kerry
Exon Koh'
Feingold Lautenberg
Feinstein Leahy

NAYS—60
Abraham Domenici
Ashcroft Faircioth
Bennett Frist
Biden Gorton
Bingaman Gramm
Bond Grams
Bradley Grassley
Brown Gregg
Bryan Hatch
Burns Hatfield
Campbel' Hehiis
chafee Hutchison
Coats Inhofe
Cochran .Jeffords
cohen Johnston
coverdell Kassebaum
craig Kempthorne
D'Amato Kyl
DeWine Lott
Dole Lugar

The PRESIDING (Mr.
SANTORUM). On this vote, the yeas are
39. the nays are 60. Three-fifths of the
Senators duly chosen and sworn not
having voted in the affirmative, the
motion is not agreed to. The point of
order is sustained and the motion falls.

Mr. EXON. Mr. President. I move to
reconsider the vote.

Mr. LAUTEN BERG. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.

CONGRESSIONAL RECORD — SENATE
AMENDMENT NO. 3035

(Purpose: To delay for 2 years the repeal of
the 50-percent interest exclusion for em-
ployee stock ownership plans)
Mr. EXON. The next amendment I

have is an ESOP amendment that will
be offered by the Senator from Illinois
IMr. SIMONJ. I yield him the 30 seconds
of our time for however he wishes to
use it.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. SIMON. Mr. President, I offer
this amendment in behalf of Senator
STEVENS. Senator BREAUX, and myself.
The employee stock option plan——

The PRESIDING OFFICER. The Sen-
ator will suspend.

The clerk will report the amendment.
The assistant legislative clerk read

as follows:
The Senator from Illinois [Mr. SIM0NJ, for

himself. Mr. STEVENS. and Mr. BREAUx. pro-
poses an amendment numbered 3035.

Mr. SIMON. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 177L line 25. strike 1995" and in-

sert '1997".
On page fl72. line 3. strike "1995" and in-

sert 1997".

The PRESIDING OFFICER. The Sen-
ator from Illinois is recognized for 30
seconds.

Mr. SIMON. Mr. President, I offer
this in behalf of Senator STEVENS, Sen-
ator BREAUX. and myself. Our former
colleague, Russell Long. helped to de-
velop the employee stock option plan.
Even the Chamber of Commerce says
when it is enacted in companies. it in-
creases productivity 3 to 17 percent.

What this bill does, without my
amendment, it starts to strangle the
ESOP's. CBO says it will cost $27 mil-
lion. Let me just add—

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. SIMON. Not a single hearing has
been had on this. This would just delay
the date 2 years.

Mr. BINGAMAN. Mr. President. I rise
today as a cosponsor and strong sup-
porter of Senator SIMON5 amendment
to strike a provision ending favorable
consideration for banks providing loans
to employee stock ownership plans.

This provision, known as section 133.
was originally put in place by Senator
Long, when he was the honorable
chairman of the Senate Finance Com•
mittee. It allows banks making loans
for the establishment of employee
stock ownership plans IESOP's] to de-
duct half of the interest received from
that loan from income. In practice.
this provision has lowered the costs of
establishing an ESOP. and thus ex-
panded employee ownership. It is esti-
mated that about 50 ESOP's are estab-
lished in this manner each year.

Mr. President. I support the current
provision because I support employee
ownership. In a time when corporations
are enjoying soaring profits and wages
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remain stagnant. employee ownership
gives workers a means to share in the
profits of their labor. In cases in which
employee ownership is significant and
in which voting rights are extended to
employee owners, as required by sec-
tion 133. it also can give workers an
important voice in corporate decisions.

Beyond helping individual workers,
there is significant evidence that em-
ployee ownership enhances the com-
petitiveness of corporations. Several
studies. including a 1995 study by Doug-
las Kruse of Rutgers University. have
established a positive link between em-
ployee ownership and corporate per-
formance. It is no surprise that work-
ers are more productive when they own
the fruits of that productivity. In a
global economy. shouldn't we be doing
everything we can to encourage cor-
porations to be more competitive?

Beyond these substantive policy rea-
sons for striking the anti-ESOP provi-
sion in this legislation. I believe that
there are budgetary reasons for strik-
ing this language. Most notably. it is
my understanding that the revenue es-
timates attached to this provision are
grossly overstated. No hearings have
been held on the provision or its reve-
nue effects, and the ESOP Association
has done an analysis showing the an-
ticipated revenue is extremely unreal-
istic. I ask that a copy of that analysis
be included at the conclusion of my re-
marks.

In summary. Mr. President, I believe
that the provision in the legislation be-
fore disallowing the preferential tax
treatment of ESOP loans is bad policy.
and I urge support of Senator SIMON's
amendment to strike it.

There being no objection, this mate-
rial was ordered to be printed in the
RECORD, as follows:

THE ESOP AsSOCIATION.
Washington. DC. October 17. 1995.

To: Tax Staff of the U.S. Senate.
From: The ESOP Association.
Re: Incredible Revenue Estimate on Repeal

of ESOP Provision.
The revenue estimate for the proposed re-

peal of the ESOP tax provision known as the
ESOP lenders interest exclusion (Code Sec-
tion 133) is unbelievable for each year esti-
mated.

Fact, the average ESOP leveraged trans-
action, where borrowed money is used to ac-
quire stock for employee owners, is at most.
$5 million per transaction.

Fact, at the highest. only 50 transactions a
year since January 1. 1990. have used the tax
incentive that is proposed to be repealed.

Fact. 50 times 5 equals 250. If the interest
rate on the $250 mUlion in ESOP loans is
10%. the interest paid on these loans is $25
million per year. The lender may exclude
$12.5 million of this interest from its income
tax. The revenue loss to the Treasury is $3.5
million per year.

The revenue estimates that in the year FY
'99. for example, that the revenue loss is $149
million is ridiculous. To reach this level of
revenue loss, the amount of 50% plus ESOP
transactions would be $8.6 billion per year!
Never, ever, has the value of ESOP trans'
actions where employees acquired 50% or
more. and use borrowed money, come close
to this level.

The ESOP community in its wildest
dreams would wish that there were that

Levin
Lieberman
Mikuiski
Murray
Nunn
Pell
Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Weflstone

Mack
Mccain
Mcconnell
Moseley-Braun
Moynihan
Murkowski
Nickles
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Snowe
Specter
Stevens
Thomas
Thompson
Thurniond
Warner
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many 50% plus ESOP transactions a yeaw to
justify such an estimate. Sadly for Amenca
there is not.

The ESOP Association knows how many
transactions a year there are. Obviously
those wishing to damage employee owner-
ship are not informed as to the facts.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. DOLE. Mr. President, this
amendment would lose $500 million
over 7 years. It would chip away at the
deficit reduction package of corporate
welfare reforms and loophole closures.
This is a big. big ESOP loophole.

The PRESIDING OFFICER. Is there
further debate on the amendment?

Mr. DOMENICI. Whatever time we
have we release.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. I move to table the
amendment and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to table the amendment. The yeas and
nays have been ordered. The clerk will
call the roll.

The assistant legislative clerk called
the roll.

Mr. LOTT. I announce that the Sen-
ator from Kansas [Mrs. KASSEBAUM] is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chambei
who desire to vote?

The result was announced—yeas 56.
nays 42. as follows:

IRollcall Vote No. 551 Leg.}
YEAS—56

Abraham Faircloth Mack
Ashcroft Feingold McCain
Bennett Frist McConncll
Bond
Bradley

Gorton
Gramm

Moynihan
Murkowsk

Brown
Bryan
Burns
Campbell
Chafee
Cochran
Cohen
Coverdell
Craig
DAmato

Grams
Grassley
Grcgg
Hatch
Hatfield
Helms
Hutchison
Inhofc
Jeffords
Johnston

Nicklcs
Pressler
Roth
5antorum
5helby
51mp50n
5mith
5nowc
spectcr

DeWine
Dole
Domcnki

Kempthornc
Kyl
Lott

Thomas
Thompson
Thurmond

Dorgan Lugar

NAYS—42

Warner

Akaka Ford Licbcrman
Baucus Glcnn Mikulski
Bidcn Graham Moscley.Braun
Bingaman Harkin Murray
Boxer Hcflin Nunn
Breaux Hollings Pell
Bumpers lnouyc Pryor
Byrd Kcnncdy Reid
Coats Kerrey Robb
Conrad Kcrry Rockefcllcr
Daschlc Kohl 5arbanes
Dodd Lautcnberg 5imon
Exon Leahy Stcvcns
Fcinstein Lcvin Wellstonc

NOT VOTING—I
Kassebau m

So the motion to lay on the table the
amendment (No. 3035) was agreed to.

Mr. EXON. I move to reconsider the
vote.
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Mr. DOLE. I move to lay that motion

on the table.
The motion to lay on the table was

agreed to.
Mr. DOLE. Mr. President. we have

now had 34 amendments considered
today. And I have an amendment. I am
going to ask I be permitted to yield to
the Senator from West Virginia. and
that he may proceed for 10 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered. The Senator
from West Virginia is recognized for 10
minutes.

Mr. BYRD. Mr. President, I thank
the distinguished majority leader.

May we have order in the Senate?
The PRESIDING OFFICER. The Sen-

ate will please come to order. Senators
will take their conversations to the
Cloakroom.

The Senator from West Virginia.
Mr. BYRD. Mr. President. 31 years

ago the Senate. on June 16. 1964. broke
the record for the number of rollcall
votes cast in one calendar day by cast-
ing 34 rollcall votes. I should say that
the record number of votes in any one
legislative day was made in 1977. when
the Senate debated the Natural Gas
Deregulation Act. There were 38 roll-
call votes cast on that legislative day.
26 before midnight. and 12 after mid-
night, so that there were parts of 2 cal-
endar days included in one legislative
day. That was 38 total votes on one leg-
islative day.

But for the record number of votes
cast on any single calendar day, that
occurred, as I say. on June 16. 1964. We
are about to cast the 35th rollcall vote
to occur in one calendar day—a new
record.

Let me reminisce, if I just might. for
a moment about that occasion.

June 16th was 3 days before the final
action occurred on the Civil Rights Act
of 1964. I filibustered against that bill.
I spoke for 14 hours and 13 minutes. I
was the only non-Southern Democrat
to vote against the bill. Alan Bible of
Nevada and Carl Hayden and I were the
only three Non-Southern Democrats to
vote against cloture on June 10.

Now, so that I might not impose on
the time of the Senate. let me just read
from Volume II of my history of the
Senate.

When the bill arrived from the
House on February 26, 1964, it went di-
rectly to the Senate calendar." On
March 9, Majority Leader Mike Mans-
field moved to take up the bill, "and
the motion was debated until March
26' '—therefore, the debate on the mo-
tion to proceed required 17 days—
• when the Senate voted. 67—17, for the
motion [to proceed) . . . From March 26
[then, when the bill was first brought
before the Senate. following the debate
on the motion to proceed.) until clo-
ture was invoked on June 10. the bill
was before the Senate for a total of 77
days—including Saturdays. Sundays.
and holidays—and was actually de-
bated for 57 days. 6 of which were Sat-
urdays. Still, the bill was not passed
until 9 days after cloture was voted.
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Hence. 103 days had passed between
March 9, the day that the motion was
first made to proceed to take up the
bill, and final passage on June 19."

That was a very historic occasion.
The vote on cloture occurred on June
10. which was the 100th anniversary of
Abraham Lincoln's nomination for a
second presidential term. The 34 roll-
call votes occurred on June 16, and the
bill passed on June 19 by a vote of 73 to
27.

Mr. President, this is another his-
toric occasion today. We are about to
cast 35 rollcall votes, which will, of
course, set a new record, the first such
new record in 31 years.

I wish we would pause just a moment
and think about the contrast between
the bill that was before the Senate
then and the bill that is before the Sen-
ate now—not the subject matter at this
point, but the procedural aspects.

On that occasion, we had one bill
which was before the Senate. There had
been hearings on that bill. There had
been 17 days of debate on a motion to
proceed to take the bill up. There had
been 57 days of actual debate, including
Saturdays. There had been scores of
amendments offered thereon and clo-
ture was finally invoked. And then
more amendments were called up and
additional votes occurred.

Think of the time that it took the
Senate to dispose of that bill: 103 days.
It was a historic bill. I voted against it,
to my regret today. I have said that
many times. But here we have a bill
that has been before the Senate now 2
days—3 days; only 3 days—and we are
limited to 20 hours on this bill—20
hours.

On that bill in 1964, we had 103 days;
on this bill the limit is 20 hours and
only 2 hours on an amendment, and the
motion to proceed to this bill was non-
debatable. But we are down to the
point now where we have only 30 sec-
onds to the side for debate on an
amend ment—30 seconds for debate. I
am not criticizing either party or any-
body in either party, in saying this. I
am just concerned and discouraged by
what we have seen taking place here in
the Senate on this bill.

It is a historic bill also, but we have
gone from 103 days on a massive bill—
one bill—to 20 hours on what consists
of a number of bills, not just one bill.
No hearings. No hearings on this bill.
There were hearings by committees on
parts of it, but no single committee
had hearings on the whole bill. 1,949
pages.

I am concerned with what we are
doing to the Senate. what we are doing
to the legislative process. We are inhib-
ited from calling up amendments. We
have had a very insufficient time for
debate on this massive, comprehensive
bill, a bill that may be even more far-
reaching in some respects than was the
civil rights bill of 1964.

I hope that we will, in the coming
days and weeks and next year. consider
revising the reconciliation process.
that part of the legislative process
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dealing with the Budget Act. I was here
when we adopted the Budget Act of
1974. I never comprehended, never coud
I have imagined that the reconciliation
process would have been used as it is
being used here, a reconciliation proc-
ess in which we bring several bills into
one massive bill, on which the time for
debate is severely restricted. Cloture is
nothing as compared with the time
limitation on the reconciliation bill.
Cloture is but a speck on the distant
horizon as compared with this bear
trap.

It is most unfortunate. I do not think
it is in the best interests of the institu-
tion. I do not think it is in the best in-
terests of the legislative process. I do
not think it is in the best interests of
the American people, because we Sen-
ators do not know—to a very consider-
able degree—what we are voting for.
There is not a Senator in this body—
not one—who knows everything that is
in this bill. Not one. And so that is the
situation we are in. It troubles me.

I thank the distinguished majority
leader for asking that I be recognized
for 10 minutes. It is a special honor for
me to be able to offer the amendment
on which the record will be broken. I
regret that we had to break the record
in a situation such as I have described,
but it is an honor to me. This is a his-
toric occasion. I lived on that occa-
sion—Senator THURMOND. Senator
PELL. Senator KENNEDY, Senator
INOUYE, and I are the only Senators
who were here when the 1964 record
vote was cast.

I say to the leader, may I proceed
with my amendment?

The PRESIDING OFFICER. The Sen-
ator is recognized.

Mr. BYRD. I hope Senators will now
provide the second historic occasion
that will take place today. [Laughter.]

AMENDMENT NO. 2974

(Purpose: To strike the provisions in title
XII reducing revenues)

Mr. BYRD. Mr. President, I call up
my amendment, which is at the desk.

The PRESIDING OFFICER. The
clerk will report the amendment.

The legislative clerk read as follows:
The Senator from West Virginia LMr.

BYRDI, for himself, Mr. FE.INGOLD. Mr. H0L-
UNG5, Mr. SIMoN, Mr. DORGAN. Mr. R0BB. and
Mr. BUMPERS, proposes an amendment num-
bered 2974.

On page 1469, strike beginning with line I

and all that follows through page 1650, line 9.
The PRESIDING OFFICER. The Sen-

ator from West Virginia is recognized.
Mr. BYRD. Mr. President, How can

we possibly tell the American people
that the budget will be balanced in
2002, even if we carry Out the provi-
sions of this reconciliation measure?
CBO's deficit estimates have been off
the mark by an average of $45 bullion
per year since 1980.

Yet, we are not only being asked to
accept CBO's projections for seven
years (as opposed to the usual five-year
projections)—we are being asked to
then take a so-called fiscal dividend"
that will occur if CBO's projections of
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a balanced budget turn out to be cor-
rect seven years down the road and to
use that as the basis for enacting a
huge $245 billion tax cut for the
wealthy right now. Not later, after the
budget is actually balanced, but now.
Let us give Americans a tax cut now
and promise them a balanced budget
seven years from now. Why? Because it
makes good politics. It fooled the
American people in 1981. Why not do it
to them again in 1995? If we are serious
about balancing the budget, let us use
the spending cuts that will occur this
year and in the coming 7 years to cut
the deficit and only to cut the deficit.
The current drag race that is going on
between the administration and the
Republican Congressional leadership to
see who can get to the tax cut finish
line first with the most is discouraging
and will, I fear ultimately result in a
repeat of the failures of Reaganomics—
a return to using the American peo-
ples credit card to pay for never end-
ing deficits.

There is no fiscal dividend with
which to cut taxes. It is a hoax.

I urge Senators to reject the hoax by
voting for the pending amendment
which eliminates the $245 billion tax
cut from this bill and applies the mon-
eys to the deficit.

Mr. President. the amendment
speaks for itself. It eliminates the tax
cut in the bill and applies the savings
that are projected—and we know how
the projections have been in error so
many times, and that is not to be criti-
cal of CBO—but it applies the savings
to the deficit.

I thank all Senators for listening.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President. I

think everybody understands this
amendment. It would strike all the tax
cuts that were provided for children,
those where we want to correct the
marriage penalty and the like.

Let me suggest rather than talk
about that, I say to Senator BYRD,
your speech was eloquent, and I thank
you for it. But I must suggest that you
were part of putting this together, and
we thank you for it, because if you had
not helped us put this kind of process
together, we could never change the
country.

I guarantee you that if we did not
have a reconciliation process. what we
wanted to change would take 30 years.
Any piece of this amendment could be
subject to the exact same 69. 79. 89 days
as that legislation, which the distin-
guished former majority leader
brought to our attention. That is just
too long to change things and turn
things around.

So once a year, we get an oppor-
tunity to proceed to change the coun-
try and vote on very large, significant.
substantial changes under the privilege
of a reconciliation bill.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. I ask unanimous
consent that I be permitted to proceed
for I additional minute.
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The PRESIDING OFFICER. Without

objection, it is so ordered.
Mr. DOMENICI. Mr. President. it is

true this is not the cleanest of proc-
esses. and I submit a clear reading of
the Budget Act, which, again, the Sen-
ator from West Virginia had a very big
hand in drawing, that clearly it was in-
tended that when you put a budget of
the United States together. that the
U.S. Congress would not avail itself of
delaying tactics to implement it. As a
matter of fact, the implementing of it
to make it reconcile with the budget is
from whence the word reconciliation'
comes.

So maybe it is being used for too
many things, and maybe it is too dif-
ficult, and perhaps we ought to fix that
process a bit. But I guarantee you, if
you do not find something to take its
place and abolish it. you will not
change America in important matters
for year after year after year.

I like the rules. But I think once a
year you ought to comply with the
budget of the United States and change
the laws to change the country. to
comply with the fiscal policy. That is
why we are here. It is difficult. I am
glad that I am chairman when we
broke the record—I am not sure of
that, although I am very pleased with
the record. We won almost every vote
and, for that, I thank the Republicans.
I think they knew what they were vot-
ing about and for. Essentially. the
truth of the matter is that we have no
other way to get it done, as imperfect
as it is. I yield the floor.

Mr. BYRD. Mr. President. I ask for
the yeas and nays.

Mr. DOMENICI. I move to table the
Byrd amendment and ask for the yeas
and nays.

The PRESIDING OFFICER. Is there a
sufficient second.

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
to table.

The clerk will call the roll.
The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 53,
nays 46, as follows:

YEAS—53
Abraham Faircioth Lugar
AshcrOfc Frist
Baucus Gorcon

Mack

Bennett Gramm
McCain

Biden Grams
McConnell

Bond Grassley
MurkowSki

Brown Gregg
Nickles

Burns
Campbell
Chafec
Coats
Cochran
Coverdeli
Craig
D'Amaco
DeWine
Dole

Hatch
Hatfield
Helms
Hucchison
Inhofe
Jcffords
Kas.sebaum
KempthOrne
Ky]

Pressler
Roth
Santorum
shclby
Simpson
5mith
5tevens
Thomas
Thompson
Thurmond
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Akaka Ford Moseley-Braun
Bingaman
Boxer
Bradley

Glenn
Graham
Harkin

Moynihan
Murray
Nunn

Breaux Heflin Fell
Bryan
Bumpers
Byrd
Cohen
Conrad
lasche
Dodd
l)organ
Exon
Feingold

Hollings
Inouye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levin

Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Snowe
Specter
Wellstone

Feinstein Mikulski

So the motion to lay on the table the
amendment (No. 2974) was agreed to.

Mr. SIMPSON. I move to reconsider
the vote.

Mr. LOTT. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, I ask unan-
imous consent that I may be recog-
nized for 15 seconds out of order.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BYRD. A little earlier I stated
that Senator THURMOND and I were the
only two Senators who voted on June
16, 1964, and I inadvertently overlooked
Mr. PELL who was here, Mr. KENNEDY.
and Mr. INOUYE. Those three Senators
also were here on that record date.

I thank the Chair.
Mr. EXON. Mr. President, when the

vote was announced on the last amend-
ment, was that reconsidered and ta-
bled?

The PRESIDING OFFICER (Mr.
STEVENS). It was.

Mr. EXON. As near as I can tell, and
I stand to be corrected if I am in error,
we have three amendments and pos-
sibly one that I do not think will be of-
fered.

The three amendments upcoming are
the Wellstone amendment, then the
Exon amendment with regard to the
violations of the Byrd rules, and then
the Finance package. So I think we
only have three with the possibility of
one more.

At this time, then, to move along, I
suggest that we recognize the Senator
from Minnesota, who has an amend-
ment to offer. I yield him the 30 sec-
onds off of our bill.

AMEN]DMEN9 NO. 3036

(Purpose: To strike the deep water regu-
latory relief provision for a number of rea-
sons, including: (1) although the provision
is estimated to save $130 million over seven
years, the Congressional Budget Office es-
timates that the provision will cost the
Treasury $550 million in lost receipts over
the next 25 years. leading to a net loss of
$420 million: (2) the provision provides yet
another unneeded subsidy for the oil and
gas industry, which was described by the
Wall Street Journal on October 24. 1995 as
experiencing a Gush of Profits", and by
Business Week in the October 30, 1995 issue
as benefiting from new technologies that
cut the cost of deep-water drilling; and (3)
a short-term savings of $130 million over
seven years does not justify the ultimate
giveaway of $420 million over 25 years)
Mr. WELLSTONE. Mr. President, I

send an amendment to the desk.

CONGRESSIONAL RECORD — SENATE
The PRESIDING OFFICER. The

clerk will report.
The assistant legislative clerk read

as follows:
The Senator from Minnesota lMr.

WELLSTONE], proposes an amendment num-
bered 3036.

Mr. WELLSTONE. I ask unanimous
consent that reading of the amendment
be dispensed with.

The PRESIDING OFFICER. Without
objection. it is so ordered.

The amendment is as follows:
Strike sections 5930, 5931, and 5932.

Mr. WELLSTONE. Mr. President,
this amendment knocks Out what is
euphemistically called the deep water
royalty relief. It in fact is probably the
most brazen subsidy that goes to oil
companies that are doing very well. So
well. Mr. President, that in the House
of Representatives, 261 Representatives
voted against this—lOU Republicans.

That is why it got put in reconcili-
ation. That is why somehow it wound
up in this reconciliation bill. It ought
to be knocked out.

This is not public interest. This is
special interest. It is brazen. It is real-
ly a scandalous subsidy when we are
asking all sorts of citizens to tighten
their belt. I hope we will vote to knock
this out.

Mr. DOMENICI. I yield Our time to
Senator JOHNSTON of Louisiana.

Mr. JOHNSTON. Mr. President, ac-
cording to the Mineral Management
Service this provision which Senator
WELLSTONE would seek to knock from
this bill would produce 320 million bar-
rels of oil in the central gulf which
would otherwise not be produced.

Need I remind my colleagues that the
Mineral Management Service is part of
the Department of the Interior. Bruce
Babbitt. a Secretary who has never
been known as being in the pocket of
the oil companies—this is backed by
Secretary Babbitt. It is backed by Sec-
retary O'Leary.

I ask unanimous consent that her
letter backing this be printed in the
RECORD

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:T SECRETARY OF ENERGY.

Washington, DC October 19, 1995.
Hon. J. BENNETr JOHNSTON,
Ranking Minority Member, Committee on En-

ergy and Natural Resources. U. S. Senate,
Washington, DC.

DEAR SENATOR JOHNSTON: The Administra-
tion reiterates its support for the title pro-
viding deepwater royalty relief to the
central and western Gulf of Mexico.

In the energy policy plan. 'Sustainable
Energy Strategy: Clean and Secure Energy
for a Competitive Economy" in July 1995.
the Administration outlined its overall en-
ergy policy stressing the goals of increased
energy productivity, pollution prevention.
and enhanced national security. To achieve
these goals, the Nation must make the
most efficient us of a diverse portfolio of do-
mestic energy resources that will allow us to
meet our energy needs today, tomorrow, and
well into the 21st century. The Administra-
tion continues to promote the economically
beneficial and environmentally sound expan-
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sion of domestic energy resources.' (page 33)
In furtherance of this objective. 'The Ad-
ministration's policy is to improve the eco-
nomics of domestic oil production by reduc-
ing costs, in order to lessen the impact on
this industry of low and volatile oil prices.'
(page 35) One of the ways indicated to lower
these costs is, 'providing appropriate tax
and other fiscal incentives to support our do-
mestic energy resource industries.' (page 34)
Finally, the Strategy" specifically targets
the opportunities in the Gulf of Mexico.

One of our best opportunities for adding
large new oil reserves can be found in the
central and western Gulf of Mexico, particu-
larly in deeper water. Royalty relief can be a
key to timely access to this important re-
source. The Administration supports tar-
geted royalty relief to encourage the produc-
tion of domestic oil and natural gas re-
sources in deep water in the Gulf of Mexico.
This step will help to unlock the estimated
15 billion barrels of oil-equivalent in the
deepwater Gulf of Mexico, providing new en-
ergy supplies for the future, spurring the de-
velopment of new technologies, and support-
ing thousands of jobs in the gas and oil in-
dustries. (emphasis in original, page 36)

The royalty relief provision in 5. 395 as
adopted by the conference committee is a
targeted, deepwater royalty relief provision
that the Administration supports. For exist-
ing leases, it targets relief for only those
leases that would not be economic to develop
without the relief. For new leases, the provi-
sion is targeted for a specific time period for
only a specific number of barrels of produc-
tion, and could be offset by increased bonus
bids.

The Minerals Management Service has es-
timated the revenue impacts of new leasing
under section 304 of 5. 395. For lease sales in
the central and western Gulf of Mexico be-
tween 1996 and 2000, the deepwater royalty
relief provisions would result in increased
bonuses of $485 million—$135 million in addi-
tional bonuses on tracts that would have
been leased without relief; and $350 million
in bonuses from tracts that would not have
been leased until after the year 2000. if at all.
without the relief. This translates to a
present value of $420 million, if the time
value of money is taken into account. How-
ever. the Treasury would forego an esti-
mated $553 million in royalties that would
otherwise have been collected through the
year 2018. But again taking into account the
time value of money, this offset in todays
dollars is only $220 million. Comparing this
loss with the gain from the bonus bids on a
net present value basis, the Federal govern-
ment would be ahead by $200 million.

It is important to note that affected OCS
projects would still pay a substantial upfront
bonus and then be required to pay a royalty
when and if production exceeds their roy-
alty-free period. A royalty-free period, such
as that proposed in 5. 395, would help enable
marginally viable OCS projects to be devel-
oped, thus providing additional energy. jobs.
and other important benefits to the nation.

In contrast, in the absence of thorough re-
form of the 1872 Mining Law, hard rock min-
ing projects on Federal lands can be initiated
without paying a substantial bonus and are
never required to pay a royalty on the re-
sources developed. The end result is that the
public is denied its fair share of the benefits
from the resources developed.

The ability to lower costs of domestic pro-
duction in the central and western Gulf of
Mexico by providing appropriate fiscal incen-
tives will lead to an expansion of domestic
energy resources, enhance national security.
and reduce the deficit. Therefore, the Admin-
istration supports the deepwater royalty re-
lief provision of 5. 395.

NAYS—46
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REVENUE IMPC1 OF DEEP WATER ROYALlY RELIEF
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Total .,, 485 (553) 418 (218) 599

Present Value: 8% discount rate.
The present value of a stream of revenues

is the amount of current dollars that would
have to be invested in a risk-free asset in
order to end up with the same stream of dol-
lars in future years. If the government were
to invest $218 million in T-bonds, it could
draw down the investment each year be-
tween 2001 and 2018 to offset the foregone
royalties in that year. The government
would still have $200 million left for deficit
reduction in the five-year budget. (This is
comparable to an individual planning for re-
duced income in retirement by investing in
an annuity to replace the lost income in the
future.)

To analyze fully the impact on the Treas-
ury over 25 years. the impact of reducing the
debt by $200 million has to be included. By
the year 2018. the taxpayers would be ahead
by an additional $599 million, the amount of
interest that would not have to be paid to fi-
nance $200 million of debt from 2000 to 2018.

If you have any question, contact Shirley
Neff.

Mr. JOHNSTON. It raised $200 mil-
lion for the Treasury. according to the
Mineral Management Service, which
that report shows. It is supported by
the administration.

It is necessary to meet our target,
and it came out of the Energy Commit-
tee by 17 to 2.

Mr. DOMENICI. Mr. President, the
pending amendment is not germane to
the provisions of the reconciliation. I
raise a point of order against it pursu-
ant to the Budget Act.

Mr. EXON. Mr. President, pursuant
to section 904 of the Congressional
Budget Act, I move to waive the sec-
tion of that Act for the consideration
of the pending amendment, and I ask
for the yeas and nays on the motion to
waive.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
Yeas and nays were ordered.
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The clerk will call the roll.
The assistant legislative clerk called

the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted— yeas 28.
nays 71. as follows:

[Rollcall Vote No. 553 Leg.I
YEAS—28

Boxer Harkin Moynihan
Bradley Hoflings Murray
Bryan Jeffords pi
Bumpers
Byrd

Kennedy
Kerry

Pryor
Sarbanes

Cohen Kohl Simon
Dodd
Feingold
Glenn

Lautenberg
Leahy
Levin

Snowe
Welistone

Graham Liebcrman

NAYS—71

Abraham Exon Mack
Akaka Faircloth McCain
Ashcroft Feinstein McConnell
Baucus Ford Mikuiski
Bennett
Biden

Frst
Gorton

Moseley.Braun
Murkowski

Bingaman Gramm Nickles
Bond
Breaux
Brown
Burns
Campbell
Chafee
Coats
cochran
conrad
Coverdell
Craig
DAmato

Grams
Grassley
Gregg
Hatch
Hatfleld
Heflin
Helms
Hutchison
Inhofe
Inouye
Johnston
Kassebaum

Nunn
Prcssler
Reid
Robb
Rockefeller
Roth
Santorum
Shelby
Simpson
Smith
Specter

Daschle
DeWine

Kempthorne
Kerrey

Stevens
Thomas

Dole Ky1 Thompson
Domenici Lott Thurmond
Dorgan Lugar Warner

The PRESIDING OFFICER. On this
vote the yeas are 28, the nays are 71.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is not agreed
to. The point of order is well taken and
the amendment fails.

Mr. EXON. Mr. President. I move to
reconsider the vote.

Mr. DOLE. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. DOLE. Mr. President, we are still
examining the different items of the
package. the so-called Byrd-Exon pack-
age on the Byrd rule.

I wonder if we might proceed on the
Finance Committee amendment. Sen-
ator ROTH I think is prepared to pro-
ceed on that amendment. We would be
prepared to enter into some lengthier
time agreement than the 10 minutes we
were allotted under yesterdays unani-
mous-consent agreement. We would
like to keep it as tight as possible, but
we understand the Senator from Flor-
ida in particular wanted some addi-
tional time.

Mr. DASCHLE addressed the Chair.
The PRESIDING OFFICER. The

Democratic leader.
Mr. DASCHLE. I have consulted with

a number of our colleagues, and I think
that a half-hour on either side might
accommodate the needs of Senators in-
terested in participating in debate on
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the Roth amendment if that would ac-
cord with the majority leader.

Mr. DOLE. Half-hour on each side.
Mr. DASCHLE. Half-hour on each

side.
Mr. DOLE. I ask unanimous consent

there be an hour equally divided.
The PRESIDING OFFICER. Is there

objection to an hour equally divided?
Without objection, it is so ordered.
Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
AMENDMENT NO. 3037

Mr. DOMENICI. Mr. President, I had
been trying to clear a correcting
amendment to the DAmato amend-
ment that had heretofore been adopted.
I understand it has been cleared on
both sides.

Mr. EXON. It has been cleared on
both sides.

Mr. DOMENICI. I send the amend-
ment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from New Mexico IMr. D0MEN-

icil. for Mr. D'AMATO, proposes an amend-
ment numbered 3037.

Mr. DOMENICI. Mr. President. I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 187. line 3, and on page 187. line 22.

strike and insert •J•
Mr. DOMENICI. Mr. President, I

yield back any time I have on the
amendment.

Mr. EXON. I yield back my time.
The PRESIDING OFFICER. All time

is yielded back.
Is there objection to the amendment?

Without objection, the amendment is
agreed to.

So the amendment (No. 3037) was
agreed to.

Mr. DOMENICI. Mr. President. I
move to reconsider the vote.

Mr. EXON. I move to lay that motion
on the table.

The motion to lay on the table was
agreed to.

Mr. BYRD. Mr. President, buried in
this gigantic reconciliation bill is a
provision, Section 12874, that would
amend a carefully wrought bipartisan
measure enacted in 1992 to protect the
health benefits promised to retired
coal miners and their dependents. This
provision would jeopardize these health
benefits and put the 92,000 retired min-
ers and their dependents at risk. I un-
derstand this provision was added at
the last minute and is a modification
of a bill, 5. 878, which has not been the
subject of hearings by the Finance
Committee. Hiding this provision, that
has not received careful review or con-
sideration, in a 1.949-page bill is an Out-
rage.

Section 12874 represents a major pol-
icy change that would overturn exist-
ing statute and case law in order to
provide a two-year tax break to a se-
lect group of coal companies at the ex-
pense of other coal companies. In so
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The Office of Management and Budget has

advised that it has no objection to the pres-
entation of these views from the standpoint
of the Administrations program.

Sincerely.
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doing, this provision would not only
change a major provision of the Coal
Act of 1992. it would also overturn doz-
ens of district and Federal court deci-
sions.

Under the 1992 Coal Act and case law,
companies are required to pay health
insurance premiums for their former
workers, with whom they contrac-
tually committed to pay lifetime
health benefits. Section 12874 would re-
lieve certain coal companies from this
commitment by allowing them to fore-
go these premiums for 2 years.

According to the Congressional Bud-
et Office (CBO). over the 7-year period,
1996-2002, this provision would produce
a net increase of only $8 million.

In light of the fact that Section 12874
represents a major policy change.
which would overturn existing statu-
tory and case law, while having a
minor budgetary impact of only $8 mil-
lion over 7 years. it is clearly a viola-
tion of section 313(b)(1)(D) of the Con-
gressional Budget Act of 1974, which
reads as follows:

A provision shall be considered extraneous
if it produces changes in outlays or revenue,
which are merely incidental to the non-budg-
etary components of the provision;.

Therefore, it is my view that Sectior
12874 should be stricken from the rec
onciliation bill as being in violation of
the Byrd Rule.

In addition to the blatant violation
of the Byrd rule. Mr. President, this
provision isjust bad policy.

The 1992 Coal Act was enacted to
save the health benefits of over 120.000
miners and their dependents. The situ-
ation which led to the need for enact-
ment of the Coal Act was the impend-
ing crisis resulting from the dwindling
number of coal companies left to pay
for the health benefits promised to coal
miners and their dependents. This situ-
ation put miners' health benefits in
jeopardy. The Coal Act averted this
crisis by requiring companies to pay
the health benefit premiums of their
former employees, and further solidi-
fied the promises made to the miners
that they would keep their lifetime
health benefits.

Miners' health benefits have a unique
history in that the federal government
has played a role since the coal strike
of 1946. Over the years, miners gave up
increases in wages and pensions and in
return were promised lifetime health
benefits by the coal companies. Health
benefits are important to coal miners.
The coal miner lives dangerously,
working in cramped, hazardous condi-
tions. The brutal nature of mine work
and the risks to miners' health that go
hand in hand with this labor make
good health benefits extremely impor-
tant to miners.

The provision included in the Rec-
onciliation legislation would, for two
years. provide relief to reachback com-
panies those companies that were not
signatories to the 1988 National Bitu-
minous Coal Wage Agreement, by re-
ducing the premiums they are required
to pay to the Combined Fund if it is
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calculated that the Fund has a surplus.
The calculation of a surplus would be
done on the cash method of accounting.
not the accrual method, and the sur-
plus would be reduced by 10 percent of
benefits and administrative costs. Re-
quiring the calculation of a surplus
using the cash method of accounting is
unwise, could lead to a misleading
statement of surplus, and is not the
standard practice with regard to health
plans. Further, the provision provides
that if a shortfall in the Fund occurs.
all companies premiums would be in-
creased. even though only a specific
group of companies would get relief.

The financial status of the Combined
Fund is precarious. Guy King, the
former chief actuary for the Health
Care Financing Administration, in an
analysis of the Combined Fund, sug-
gests that all of the net assets in the
Fund will be necessary to pay benefits
for the next ten years. The annual
growth in the premium rates will be in-
sufficient to cover the anticipated rate
of increase in expenses of the Fund;
therefore, the surplus in the Fund is
necessary for the Fund to remain sol-
vent in the years ahead. It is patently
absurd to absolve certain companies.
who can clearly afford to keep their
promises, of responsibility for their
former employees and, thus, jeopardize
the financial status of the Fund. Given
the uncertainty surrounding the Com-
bined Fund, I must adamantly oppose
this provision to relieve certain compa-
nies of their responsibility to their
former employees.

Section 12874 is a violation of the
Byrd rule because the savings attrib-
uted to the provision are solely inci-
dental to the goal of policy change. In
addition, this provision does not ade-
quately safeguard the financial status
of the Combined Fund, and would jeop-
ardize the health benefits of 92,000 re-
tired miners and widows, including ap-
proximately 27,000 who live in West
Virginia. I hope that the Senate will
vote to remove this ill-advised provi-
sion from the Reconciliation legisla-
tion.

The PRESIDING OFFICER. Who
yields time?

There will be 30 minutes on a side.
The Chair asks the Senate to be in
order.

Mr. ROTH addressed the Chair.
The PRESIDING OFFICER. Who

yields time?
Mr. DOMENICI. Mr. President. how

much time does the Senator desire on
the amendment? We have 30 minutes
on our side.

Mr. ROTH. Five minutes.
Mr. DOMENICI. I yield 5 minutes to

Senator RoTh.
The PRESIDING OFFICER. The Sen-

ator from Delaware is recognized for 5
minutes.

Will the Senate please be in order.
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AMENDMENT NO. 3038

(Purpose: To make various changes in the
spending control provisions in the matter
under the jurisdiction of the Committee on
Finance)
Mr. ROTH. Mr. President, I send an

amendment to the desk.
The PRESIDING OFFICER. The

clerk will report.
It is very difficult for the Chair to

hear even. If the staff does not stay
quiet. we will order that the staff be re-
moved.

Mr. BUMPERS addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Arkansas.
Mr. BUMPERS. Parliamentary in-

quiry. Are we about to debate the Fi-
nance Committee amendment?

The PRESIDING OFFICER. That is
correct.

Mr. BUMPERS. And how much time
is there on that?

The PRESIDING OFFICER. There is
1 hour equally divided.

Mr. BUMPERS. I wonder if we could
get the people who are speaking on it
to tell us whether they are going use
the entire hour or not.

The PRESIDING OFFICER. The
Chair does not think that is a par-
liamentary inquiry. I do not think that
is within the province of the Chair, to
demand in advance whether time will
be used.

Mr. BUMPERS. Would I be within my
rights to ask the distinguished chair-
man of the Finance Committee how
much time he intends to take?

The PRESIDING OFFICER. Will the
Senator yield for a question?

Will the Senator from Nebraska yield
for a question? The Senator from Ar-
kansas has a question.

Mr. BUMPERS. The question is, how
much time does the Senator from Ne-
braska intend to use. if he knows?

Mr. EXON. Is the Senator asking
about the half-hour time?

Mr. BUMPERS. Yes.
Mr. EXON. I will try to allocate the

time as best I can.
I just have had a brief meeting with

the Senator from Florida. who said he
would wish to begin debate. He asked
for more time. I said I will have to be
a tough traffic cop. We have a half an
hour. I have agreed to give 10 minutes
to the Senator from Florida. I will
allot the rest of the time as we can.
Anybody who wishes to speak on this,
I wish they would come over and visit
with me about it, and I will try to ac-
commodate as many Senators as pos-
sible.

Mr. BUMPERS. I am not asking for
time. I am curious whether or not we
are going to be here for another hour
before we vote.

Mr. EXON. There will be at least an-
other hour before we vote.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:
The Senator from Delaware IMr. ROTH)

proposes an amendment numbered 3038.
Mr. ROTH. Mr. President, I ask unan-

imous consent that reading of the
amendment be dispensed with.
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The PRESIDING OFFICER. Without

objection. it is so ordered.
(The text of the amendment is print-

ed in today's RECORD under Amend-
ments Submitted.")

The PRESIDING OFFICER. The Sen-
ator is recognized for 5 minutes.

Mr. ROTH. Mr. President. this
amendment includes modifications in
Medicare and Medicaid. The first
change in the Medicare provisions es-
tablishes a fully prospective payment
system for skilled nursing facilities
within 2 years.

Now, until this new skilled nursing
home prospective system is imple-
mented, the amendment changes how
Medicare will pay nursing homes for
nonroutine services. The change estab-
lishes payments based on each nursing
home's cost in 1994 with an inflation
adjustment.

The second change in the Medicare
provisions is a slower phase-in for
changes in Medicare's indirect medical
education payments to teaching hos-
pitals.

Mr. President, this amendment also
makes several modifications to the
Medicaid provisions in the bill.

The PRESIDING OFFICER. Would
the Senator suspend?

Would the Senators take their con-
versations off the floor, please?

Mr. ROTH. The—
The PRESIDING OFFICER. Will the

Senator suspend? The Chair will start
naming names. Please take the con-
versations off the floor.

Mr. THURMOND. That is right.
The PRESIDING OFFICER. The Sen-

ator from Delaware.
Mr. ROTH. The first modification

would modify the Federal quality
standards for nursing homes under
Medicaid. We have worked with Sen-
ator COHEN on this modification, and
he is supportive of these changes. The
modification would reduce the costly
and duplicate requirement that States
perform preadmission screening and
annual resident review. In addition, a
modification to the nurse aide training
requirements would make it easier to
train nurse aides in rural areas.

The amendment would allow States
with equal or stricter nursing home
standards to seek a waiver from the
Secretary of HHS to use the State
standards in lieu of the Federal stand-
ards. However, the Secretary of HHS
would continue to enforce State com-
pliance with the Federal standards.
States not in compliance with the Fed-
eral standards would be assessed a pen-
alty of up to 2 percent of their Federal
Medicaid funds.

Second, the amendment creates a
Medicare-Medicaid integration dem-
onstration project to permit Medicare
and Medicaid funding to be combined
to provide comprehensive services
through integrated systems of care to
elderly and disabled individuals who
are eligible for both programs.

Third. the amendment creates a sepa-
rate set-aside for low-income Medicare
beneficiaries. This set-aside would be
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in addition to the set-asides already in
the bill for pregnant women and chil-
dren. the disabled and the elderly.
Under this provision States would be
required to spend a minimum amount
on Medicare premiums for low-income
Medicare beneficiaries. The amount
States must spend must be at least 90
percent of the average percentage
spent on Medicare premiums under
Medicaid over fiscal years 1993 through
1995.

Fourth, the amendment requires
States to apply the same solvency
standards for health plans under Med-
icaid as the States set for health plans
in the private sector.

And, fifth, the amendment modifies
the distribution formula under the
Medicaid program.

Let me start by saying we have
worked very hard to improve the Med-
icaid formula——

The PRESIDING OFFICER. The Sen-
ators 5 minutes has expired.

Mr. DOMENICI. I yield 2 additional
minutes.

Mr. ROTH. To improve the Medicaid
formula which was adopted by the Fi-
nance Committee. Under the modifica-
tion. each State's base would be the
higher of. first, fiscal year 1995 spend-
ing. minus all payments to dispropor-
tionate share hospitals; second, fiscal
year 1994 spending, including all dis-
proportionate share hospital payments.
plus 3.4 percent: or. third. 95 percent of
fiscal year 1993 spending minus all dis-
proportionate share hospital payments.

Each State's funding would increase
by 9 percent for fiscal year 1996. And
beginning in fiscal year 1997. each
State's base would be increased by a
growth rate determined by a formula
subject to floors and ceilings. The ceil-
ings have been modified by this amend-
ment. We have tried to give more funds
to the high-growth States by raising
the growth ceilings In future years.
States would be able to carry over a
credit of unused Federal funds for 2
consecutive years on a rolling basis.
And after 2 years. unused funds from
the previous years would begin to go
into a redistribution pool. States can
apply for additional funds from this re-
distribution pool.

Finally, the amendment strikes sec-
tion 2116 of the bill limiting causes of
action under Federal law.

Finally, the provisions in this
amendment are paid for by adopting
the 2.6 percent cost-of-living adjust-
ment recently——

Thirty seconds?
Mr. DOMENICI. Fine.
Mr. ROTH. Recently announced by

the administration for 1996 for pro-
grams under the Finance Committee's
jurisdiction that are updated by the
CPI—W. The CBO baseline assumes the
CPI-W would be 3.1 percent.

Mr. President, I yield the floor.
The PRESIDING OFFICER. Who

yields time?
Mr. WARNER addressed the Chair.
Mr. President. could I seek 1 minute

from the manager?
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Mr. DOMENICI. Indeed. I yield 1

minute to the Senator from Virginia.
Mr. WARNER. I rise in support of

this landmark Medicare reform provi-
sion. 5. 1357. the Balanced Budget Rec-
onciliation Act of 1995. For the first
time in the 30-year history of the Medi-
care program. Congress is preparing to
give the Nations 38 million elderly and
disabled Medicare beneficiaries the op-
portunity to play a greater role in the
design of their health benefits. That
opportunity is the Medicare Choice
program.

Largely because of its status as a
government program. Medicare has
fallen behind the times. When it was
established in 1965. Medicare was based
on the prevailing private sector indem-
nity health insurance plan—what we
have come to know as fee-for-service.

For the first 15 years or so, there was
little change in the utilization of
American health care, but beginning in
the late 1970's. health care price infla-
tion began to skyrocket. Within a dec-
ade. American employers were stagger-
ing under the weight of rising health
care costs. It is important to remem-
ber, as well. that by far, health care
costs were fully carried by employers.

By the early 1980's we began to see
the advent of managed care. Basically.
the American business community de-
manded a more affordable health insur-
ance product, and the insurance indus-
try responded. The best company plans
were and remain those which were able
to offer a choice of coverage to their
employees, not unlike the manner in
which the Federal Government does
today in the Federal Employee Health
Benefit Plan (FEHBP).

Meanwhile, in 1983. the Medicare Pro-
gram also abandoned traditional cost-
based reimbursement and replaced it
with what we have come to know as
the prospective payment system. The
Health Care Financing Administration
at the Department of Health and
Human Services devised a special pay-
ment for every medical procedure in
advance and, in general. that was all
Medicare would pay. It was and is the
biggest and most expensive health care
regulatory system in America.

The problem we face today is that
Medicare is going broke. The pre-set
payments we put into place in 1983
were based on a measure of private
health care costs which have continued
to rise at a rate beyond any other sec-
tor of the economy. Furthermore,
Americans are getting older—more
beneficiaries with fewer and fewer
workers paying the FICA taxes that
maintain the Hospitalization Insurance
IHI} trust fund.

The combination of these conditions,
together with the never dreamed of
costs of medical high technology, have
worked to undermine the financial
strength of Medicare. The major hos-
pitalization fund goes into deficit in
just a very few years, and is projected
to use up whatever surplus we have ac-
cumulated by the year 2002.

So what should be our policy? The
first priority is to secure the future of
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the program for the beneficiaries. Med-
icare will have more demands upon it
than ever before when the baby boom
generation begins retiring around the
year 010. Our plan is to limit or cap
the built-in automatic growth of the
program which, as I mentioned, has
been based on medical price inflation
and is one of the principal contribunng
factors to approaching insolvency.
Rather than letting the program grow.
as it would, at a rate of 10 to 16 percent
per year. we will hold the line at an av-
erage of 6.2 percent. I repeat, the pro-
gram will grow by an average rate of
6.2 percent a year.

This translates into some important
numbers that Medicare beneficiaries
need to know. In 1995, Federal spending
on Medicare will reach $157.7 billion.
By the year a002. the program will have
grown by 52 percent to $239.6 billion.
This equals for every beneficiary an an-
nual increase in the value of their ben-
efit from $4,800 in 1995 to over $7,000 n
2002. This is growth. Mr. President, not
cuts, and we should make every effort
to make sure that our constituents
fully understand.

Our next priority has been to actu-
ally improve Medicare benefits, and
much, much work has gone in to deter-
mining our course. Should we pursue
another top-down big government
strategy as we did in 1983. or should we
return to the roots of the program and
follow the private sector.

As I said before, the best private em-
ployers are able to offer their employ-
ees a variety of health care choices—-
choices which best suit the needs of
their employees and their families. The
Congress is now striving to do the same
for Medicare. putting together an array
of health insurance options second to
none. Older and disabled Americans
have earned their Medicare entitle-
ment, and it is our responsibility to
maintain and improve it in the best
possible manner.

Older people being what they are—
and I am over 65 myself so I can say
it—many are naturally reluctant to
change. We therefore guarantee their
No. 1 option to stay in the present sys-
tem. Furthermore, we guarantee that
their share of the principal expense of
the program—the part B Premium—
will be maintained at 31 percent of pro-
gram costs. The U.S. Treasury pays for
69 percent of Medicare part B today.
and it will as well in the year 2002.

Medicare is not a bargain. Bene-
ficiaries today are asked to pay for 0
percent of doctor visits. The program
does not pay for prescription drugs.
Millions of beneficiaries have had to
purchase medigap insurance at further
costs to pay for what Medicare does
not.

We will offer a selection of managed
care options which can be far more af-
fordable for older Americans living on
fixed incomes. These will be options for
beneficiaries to study and discuss with
their families to see if they would in
fact present a better health care choice
than the standard plan. Beneficiaries

CONGRESSIONAL RECORD — SENATE
will be given an annual open season to
join if they feel that it is right for
them. All options will include, for a
reasonable copayment. the right to see
a favorite physician who might not be
in their local plan.

Perhaps the most innovative option
will be access to newly available medi-
cal savings accounts [MSA's].

In my State of Virginia. which has a
reputation for fiscal conservatism,
MSAs have prompted a great deal of
interest and support by doctors and pa-
tients alike.

Medicare would offer a catastrophic
health insurance policy which, for ex-
ample. would cover all costs over $3,000
per year. Remember that today, Medi-
care hospitalization begins to run Out
after 60 days in the hospital.

The beneficiary would then be given
an annual Medicare allotment, in this
scenario, of $1,500 a year which they
could use to directly pay for physician
visits, prescription drugs or even new
eyeglasses. There would be no redtape
between the doctor and the patient. no
burdensome insurance forms, no
lengthy waits for reimbursement.
Beneficiaries could even use a simple
debit card to pay for care directly from
their MSA.

Moneys not utilized by the end of the
year could be rolled over to the next,
without tax consequences, or with-
drawn as taxable income for personal
use. The only possible out-of-pocket
expense. as compared with the
copayments and Medigap insurance
used by current beneficiaries. would be
that measure of $1,500 between the
MSA and the catastrophic plan. If the
beneficiary chooses to save his or her
unused MSA funds, as many thrifty
Americans will no doubt do, the $1,500
amount could easily be accumulated in
the MSA in just a few years.

While an MSA will not be suitable for
everyone. I believe it can have a real
impact on the medical marketplace
and consumer choice. Beneficiaries can
shop around for the best price, and pro-
viders will want their business. With
the prospect of no Medicare redtape, I
imagine that doctors will jump at the
chance to care for MSA beneficiaries.

Mr. President. we are veritably on
the brink of a new day in Medicare. We
hope to restore long-term solvency to
the program by curtailing exorbitant
growth, and open the door for bene-
ficiaries to the modern health care
marketplace. Millions of Medicare
beneficiaries are already educated con-
sumers, and it is my great hope that
they will lead the way in demonstrat-
ing the value of Medicare choice.

The PRESIDING OFFICER. Who
yields time?

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, to start

out the debate, we will yield 5 minutes
to Senator ROCKEFELLER. Following
that. depending on the flow of business,
I intend to, at my discretion, allow 5
minutes to Senator PRYOR, 4 minutes
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to Senator KENNEDY. 3 minutes to Sen-
ator WELLSTONE. and then the closing
arguments will be made by Senator
GRAHAM from Florida.

So, at this time I yield 5 minutes to
the Senator from West Virginia.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for 5 minutes.

Mr. ROCKEFELLER. I thank the
Senator from Nebraska and the Presid-
ing Officer.

Mr. President. I find it noteworthy
that sometime very recently all of a
sudden we get 46 pages of actual legis-
lative language, the manager's amend-
ment. I guess we should be grateful for
small deeds. The amendment magically
comes up with about $10 billion. We be-
lieve there is a very good chance that
comes from Social Security, which is
most interesting, for more Medicare
aid. more Medicaid money. parcels it
out to various health care institutions.
HMO's, et cetera.

I think there are a number of reasons
to reject this bill, which will be my
recommendation. One. to protest what
is underneath this amendment, a bill
that will cut Medicare and Medicaid by
unprecedented amounts of money. No
last-minute amendments by the man-
agers are going to soften the blow of
this combination of Medicaid and Med-
icare cuts put together. It is a stun-
ning—a stunning—cut.

I think we have to question how all
of a sudden this new money appeared. I
suspect it came from Social Security.
But we will hear more about that.
HMO's, nursing homes. got money. Dif-
ferent people were accommodated. We
had that process a little bit in the
House, and it was not generally given
very high marks,

I find it, again, amazing that money
is falling from the sky to satisfy dif-
ferent folks, and yet these are the same
folks who said $270 billion in cuts for
Medicare, for example. was the only
possible way to save Medicare.

So before yielding to three other Sen-
ators, I will say. where did all this
money come from, and is it from Social
Security, for example? Or is it from
some other place?

There is a very bizarre formula for
Medicaid in which I think the Repub-
lican States somehow end up doing
much better than the Democratic
States. but I may be wrong on that.
Senator GRAHAM will speak on that.

Also, the amendment weakens the
nursing home standards, a subject
which is incredibly important to me.
The Senator from Arkansas will speak
on that subject.

At this point, with the permission of
the Senator from Nebraska. I suggest
that we go to the Senator from Arkan-
sas, if that is all right with the Senator
from Nebraska.

The PRESIDING OFFICER. The Sen-
ator does not wish to use his time.

Mr. EXON. Yes, I wish to use my
time.

I yield 5 minutes to the Senator from
Arkansas.



October 27, 1995
Mi-. PRYOR. Mi-. President. I thank

the distinguished manager for rec-
ognizing me and allowing me a few mo-
ments.

This morning, by a vote of 51 to 48.
the U.S. Senate voted in a bipartisan
way to restore the OBRA 1987 nursing
home regulations. They have worked
well. They have served residents well.
They have served the taxpayers well.
and I am strongly committed to
achieving that end once again.

Mr. President, with all due respect to
the distinguished manager's amend-
ment that we now have before the Sen-
ate. even though the distinguished
manager says we are fixing or even im-
proving upon current Federal nursing
home standards, over the course of
today I have been in contact with nu-
merous consumer groups and nursing
home reform advocates who are ex-
tremely critical of the language offered
in the so-called manager's amendment.

First, this so-called 'fix does not in-
dicate in any way the length of time
for which a State could operate under a
waiver and opt out of the Federal
standards. Would the waiver last for 1

month where there would be no Federal
standards applying to a nursing home
or to a State? Would the waiver be for
1 year or 2 years or 10 years? There is
nothing in the amendment to address
this issue. Basic question.

Also, in the manager's amendment.
there is absolutely no guidance whatso-
ever as to how the Director of HCFA or
HHS would determine that a states
standards were sufficient to opt out of
the Federal standards; there is no guid-
ance whatsoever as to what the rules
or the guidelines would be in granting
making that determination.

Also, Mr. President, there is a major
flaw in this amendment, I say with all
due respect. I am just wondering if the
distinguished manager knows that
under this particular proposal that un-
less the Federal Government revokes a
State's waiver, it could take—I repeat
this—the Federal Government could
take no action whatsoever against an
individual facility, no matter what was
going on in a particular nursing home.
No action whatsoever means that the
Federal Government's hands are tied.
notwithstanding the fact that we are
appropriating billions and billions and
billions of dollars for the safety and
well-keeping of the some 2 million
nursing home residents out there in
our country.

The very worst facilities in America
could be getting away with just about
anything, and the Federal Government
would have absolutely no power, no re-
course, no opportunity to go in and
correct the wrongs in a particular
home, simply because the State would
have a waiver from Federal regulations
and all of the Federal involvement al-
lowing it.

Also—and finally. Mr. President—the
Roth amendment provides a 120-day pe-
riod during which the Secretary must
review a State's waiver proposal to
make sure that it contains all the es-
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sential elements, which would be insuf-
ficient time to go out and investigate
that State's nursing homes or a par-
ticular nursing home.

This timeframe. 120 days. to decide
whether or not a State could get a
waiver, opt out of the programs, free of
Federal regulations is going to be an
impossible time to meet.

Let me say once again that the regu-
lations that we adopted on a bipartisan
basis in 1987 have worked and they
have worked well. I do not know of one
Member on either side of the aisle who
can argue against that. I am very hope-
ful that we will make certain that
when this process is over, that we will
have the very strongest standards, and
I truly believe that those strongest
standards were supported this morning
by the vote of 51 to 48 for the so-called
Pryor-Cohen amendment adopted by
the U.S. Senate.

I hope that will ultimately be the
language that will be retained and that
we will follow in the decades to come.

Mr. President. I yield the floor.
CHANCE OF vOTE

Mr. REID. Mr. President. I have a
unanimous consent request.

On rollcall vote No. 553. I voted "no."
It was my intention to vote "aye."
Therefore. I ask unanimous consent
that I be permitted to change my vote.
This will in no way change the Out-
come of the vote.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Who yields time?
Mr. KENNEDY addressed the Chair.
The PRESIDING OFFICER. Who

yields time?
Mr. EXON. I yield 4 minutes to the

Senator from Massachusetts.
Mr. KENNEDY. Mr. President. this

amendment purports to improve a very
bad bill. but it does nothing, absolutely
nothing, to address the fundamental
problem. This Republican program
slashes Medicare and Medicaid to pay
for tax cuts for the wealthy. It sac-
rifices working families, children and
senior citizens on the altar of sweet-
heart deals and tax breaks for the pow-
erful special interests.

This amendment symbolizes what is
worst about the 2,000 pages of the bill
as a whole. Every time you turn one of
those pages, something ugly scuttles
out. Look at what is in the so-called
perfecting amendment.

It weakens the nursing home stand-
ards we adopted just this morning.
This morning we restored the strong
standards that are in current law and
that the Republican bill would have re-
pealed. This evening, our Republican
colleagues are trying to water those
standards down.

The Medicaid formula changes are
the last piece needed to put together a
majority. Vote against seniors, vote
against children, vote against families
and, in return, we will rig the Medicaid
formula so the disaster in your State is
not quite as bad as in some other
State. Like the underlying bill, this
amendment was put together in the
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dark of night, and no wonder there is
nothing to be proud of here.

The issue is clear: Who stands for
senior citizens: who stands for working
families; who stands for children: and
who stands for the special interests
against the interests of the Americans
who work so hard to support their fam-
ilies, educate their children and build
this country?

This amendment is a disgrace. and it
does not deserve to be adopted. The un-
derlying bill is an outrage. It deserves
to be rejected by the Senate, vetoed by
the President and condemned by the
American people. Greed is not a family
value.

I yield back the remainder of my
time.

The PRESIDING OFFICER. Who
yields time?

Mr. DOMENICI. What is the status of
the time, Mr. President?

The PRESIDING OFFICER. The ma-
jority has 21 minutes, 45 seconds: the
minority has 19 minutes, 46 seconds.

Mr. DOMENICI. I yield 2 minutes to
Senator D'AMATO. How much would
Senator COHEN like? And 5 minutes to
Senator COHEN. in that sequence.

The PRESIDING OFFICER. Senator
D'AMATO is recognized for 2 minutes.

Mr. DAMATO. Mr. President, I want
to commend the manager and all those
who have helped us come so far on this
historic occasion.

Senator DOMENICI and Senator ROTH
have done an incredible job. I believe
some of us have done a rather poor job
of letting the American people know
exactly what is in this package. If you
listen to some of the demagoguery that
we hear about "greed" and 'special in-
terests." and "tax breaks for the
wealthy," you would not really know
what is in this package.

When I hear this business that 'they
are weakening nursing home stand-
ards.' that is nonsense. Bull. I want to
know how we can weaken nursing
home standards when you must meet
the Federal levels that you have today.
You must have at least that or better.
If that is not demagoguery, I do not
know what is.

It is out and out fear and deception
that is being practiced. When 90 per-
cent of the tax cuts go to families earn-
ing under $100,000, I defy you to tell me
that that is going to the wealthy. Let
me be a little more particular: $141 bil-
lion in tax cuts goes to families that
have children. Those families have to
earn under $110,000. The bulk of that
goes to families in the $50,000 to $60,000
range. Now, let us stop the nonsense
about greed and wealthy people. That
is working middle-class families.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

Mr. DOMENICI. I yield another
minute to the Senator from New York.

Mr. D'AMATO. We are attempting to
keep the promise that was broken by
the President of the United States
when he said. "We are going to give tax
cuts to the middle class." Then he
went and raised those taxes. And now
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he says. Well, maybe I made a mis-
take.

Well, he did make a mistake. We are
returning IRAs to working middle-
class families. And we are doing some-
thing about the marriage penalty. We
always complained about that. There
has not been anybody here on the floor
who has run and did not say we need to
do something about the marriage pen-
alty. That is $12 billion in relief—a
move in the right direction. And in stu-
dent loans, a billion dollars to help pay
for the interest.

Mr. President. this is a good bill, and
it deserves our support.

The PRESIDING OFFICER. Who
yields time?

Mr. COHEN. Mr. President, I want to
take this opportunity to address some
of the Medicare and Medicaid provi-
sions of this budget reconciliation leg-
islation.

For the past few months, the debate
on Medicare has been rife with partisan
fingerpointing. Democrats accuse Re.
publicans of ravaging Medicare. while
Republicans counter with charges that
the Democrats are failing to restore
solvency to the program.

But the simple fact is that the Medi-
care hospital trust fund is going broke.
and spending for Medicare part B—the
optional program that covers seniors
doctor bills—is increasing at an
unsustainable rate. Reasonable minds
may disagree on how to resolve the
looming crisis. But we cannot take the
easy route and pretend to senior citi-
zens—or Medicare providers—that the
crisis will go away if we simply look
the other way.

Changes in Medicare are crucial if it
is to survive at all for current and fu-
ture senior citizens. The Republican
budget plan takes the tough steps nec-
essary not only to restore solvency to
the trust fund but also to prepare Med-
icare for the 21st century,

The President and congressional
Democrats claim that $90 or $100 bil-
lion in savings will be sufficient to
•fi Medicare. and that the $270 bil-

lion in savings proposed in this bill cut
too far and too deep.

What the Democrats have proposed
would certainly be more politically
palatable. But their proposal falls far
short of the reforms that will be nec-
essary to prepare Medicare for the fu-
ture.

Guy King, the former chief actuary
for the Health Care Financing Admin-
istration agrees with the Democrats
that $90 billion will keep the trust fund
solvent until 2006. But, by 2010. the
year the baby boomers begin to retire,
it will leave Medicare $309 billion in
the red. It will be difficult enough to
cope with this tidal wave of retirees
when Medicare is solvent. It will be im-
possible if the program is over $300 bil-
lion short.

Under Republican budget. Medicare
spending will continue to grow at an
average annual rate of 6.2 percent over
the next 7 years—less than the current
10 percent rate of growth, but still
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twice the rate of inflation. In fact, per
beneficiary spending in Maine will in-
crease by almost $2,000 over the next 7
years.

Equally important to controlling
growth, the proposal will give bene-
ficiaries more choice. The Medicare
Choice" plan contained in the bill
closely resembles the Federal Em-
ployee Health Benefit program. Each
year, Medicare beneficiaries will be
given information on a number of plans
available in their areas. They will then
be able to elect to remain in the tradi-
tional fee-for-service plan or they can
choose from a variety of other insur-
ance options, such as health mainte-
nance organizations physician and
hospital sponsored networks, or medi-
cal savings accounts.

The proposal does include, for the
first time, an affluence test that
would require the wealthiest bene-
ficiaries to pay a fairer share of the
costs of the Medicare program.

Taxpayers currently subsidize about
70 percent of the costs of Medicare
beneficiaries' part B premium cost.
The Republican plan phases Out these
taxpayer subsidies for upper-income re-
tirees and eliminates them completely
for individuals with incomes over
$100,000 and couples over $175000.

I believe that this is fair. There is no
good reason why a working family with
an income of $40.000 should be subsidiz-
ing wealthy retirees earning more than
four times as much. Further, the vast
majority of Medicare beneficiaries will
be unaffected by the change—about 98
percent of all Maine Medicare bene-
ficiaries have an income below the 'af
fluence test" threshold.

I am very pleased that this budget
bill includes tough anti-fraud legisla-
tion that I introduced earlier this year
to help rid Medicare of the fraud and
abuse that robs the program of as
much as $15 billion a year.

Specifically, the proposal creates
tough new criminal statutes to help
prosecutors pursue health care fraud
more swiftly and efficiently. increases
fines and penaties for billing Medicare
and Medicaid for unnecessary services,
over billing, and for other frauds
against these and all federal health
care programs, and makes it easier to
kick fraudulent providers out of the
Medicare and Medicaid program, so
they do not continue to rip off the sys-
tem.

More importantly, the bill estab-
lishes an anti-fraud and abuse program
to coordinate Federal and State efforts
against health care fraud, and substan-
tially increases funding for investiga-
ive efforts, auditors, and prosecutors
by flowing back a portion of fines and
penalties collected from health care
fraud efforts to law enforcement.

According to the Congressional Budg-
et Office, these provisions will yield
over $4 billion in scorable savings to
Medicare—without costing a penny to
senior citizens. I am convinced that the
long-term savings are much greater.
and that billions more will be saved
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once dishonest providers realize that
we are cracking down on fraud, and
that they can no longer get away with
illegally padding their bills to pad
their own pockets.

The proposal also makes significant
reforms in the Medicaid program. Like
Medicare. Medicaid is one of our fast-
est growing entitlement programs.
Over the past few years, Medicare
spending has increased at an alarming
rate. Between 1988 and 1993. program
costs have more than doubled. From
1990 to 1992, Medicaid grew at an aver-
age annual rate of 28 percent, while pri-
vate health care and Medicare costs
grew at less than one half that rate.

The current growth in Medicaid
spending clearly cannot be sustained
by either Federal or State budgets. In
Maine. 22 cents out of every dollar
spent by the State goes to pay for Med-
icaid. and next year, it may be even
more. We simply cannot sit back and
watch the program consumer get big-
ger and bigger bites out of the taxpayer
dollar each year.

Under this budget plan, the growth in
Federal Medicaid spending—which is
now just over 10 percent a year—would
be limited to a 7.2 percent growth rate
in 1996, 6.8 percent in 1997, and 4 per-
cent for the remaining 5 years. The
plan achieves the necessary savings by
converting Medicaid into a block grant
which would guarantee only a lump
sum payment to the States with very
little in the way of strings.

While I strongly support increased
State flexibility with regard to Medic-
aid. I believe that some Federal stand-
ards should remain in place to help en-
sure quality and to maintain some pro-
tections for vulnerable populations.
This is especially important given the
fact that the Federal Government will
be committing nearly $800 billion in
Federal dollars over the next 7 years
toward the Medicaid program.

Therefore, I worked to ensure that
guarantees of coverage for low-income
children, pregnant women and the dis-
abled—including the disabled elderly—
were included in the final package. I
am pleased that the bill as amended by
the Senate includes provisions to pro-
vide these minimum guarantees to our
vulnerable citziens.

I am also pleased that the final bill
includes provisions that I and other
moderate Republican Members au-
thored, namely, a requirement that
States continue to pay Medicare pre-
miums for low-income Medicaid bene-
ficiaries and requirements that States
apply the same solvency requirements
on Medicaid providers as on private
sector plans.

I am also pleased that this package
provides has incorporated several of
the provisions included in my legisla-
tion. The Private Long-Term Care
Family Protection Act of 1995 to im-
prove access to long-term care serv-
ices. The legislation takes a big step
forward in creating incentives for older
Americans and their families to plan
for future long-term care expenses and
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removes tax barriers that stifle the pri-
vate long-term care insurance market.

As Chairman of the Senate Special
Committee on Aging, I know the obsta-
cles many disabled older Americans
and their families face paying for nec-
essary long-term care. Despite heroic
caregiving efforts by spouses. children
and friends, many disabled Americans
do not receive the appropriate medical
and social services they desperately
need. Families are literally torn apart
or pushed to the brink of financial dis-
aster due to the overwhelming costs of
long-term care.

While approximately 38 million peo-
ple lack basic health insurance, almost
every American family is exposed to
the catastrophic costs of long-term
care. In fact, less than 3 percent of all
Americans have insurance to cover
long term care.

Sadly, many families are under the
erroneous impression that their cur-
rent insurance or Medicare will cover
necessary long-term care expenses. It
is only when a loved-one becomes dis-
abled that they discover coverage is
limited to acute medical care and that
long nursing home stays and extended
home care services must be paid for
out-of-pocket.

This bill encourages personal respon-
sibility and makes it easier for individ-
uals to plan for their future long-term
care needs. It provides important tax
incentives for the purchase of long-
term care insurance and places
consumer protections on long-term
care insurance policies so quality prod-
ucts will be affordable and accessible
to more Americans.

A strong private long-term care mar-
ket will not only give individuals
greater financial security for their fu-
ture, but will ease the financial burden
on the Federal Government for years
to come, as our population ages and
more elderly persons need long-term
care services.

In addition to providing better access
to long-term care services, this bill in-
corporates a demonstration project I
introduced last year to explore ways to
better integrate long-term care with
the rest of the health care system.
Today, many of the most expensive,
chronically-ill elderly and disabled
Americans are eligible for both Medi-
care and Medicaid services. While these
programs may cover most of their nec-
essary care, patients are often faced
with a bias toward institutional care
and a maze of complex and often in-
compatible policies and rules.

The demonstration project included
in this bill will allow up to 10 States to
pool Medicare and Medicaid dollars for
the purpose of creating a more bal-
anced and cost-effective acute and
long-term care delivery system. These
projects will help States develop ways
to better manage the care of high cost
beneficiaries and offer elderly and dis-
abled Americans full integration of
services, including case management,
preventive care and interventions to
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avoid institutionalization whenever
possible.

I am also very pleased that this bill
now maintains the tough Federal
standards that are currently in place
to protect elderly and disabled individ-
uals living in nursing homes. Placing a
parent. spouse, disabled child, or other
loved one in a nursing home is one of
the most agonizing decisions a family
ever faces. Even once at peace with
that decision, the nagging fear that a
loved one may not receive adequate
care. or may be abused or neglected in
a nursing home, continues to haunt
families nationwide. The continuation
of OBRA '87 nursing home regulations
is a major victory for todays two mil-
lion nursing home residents, and to-
morrow's growing elderly and disabled
population.

This week I chaired a hearing of the
Senate Special Committee on Aging
hearing to examine the need for strong
Federal quality of care standards in
nursing homes. The testimony from
family members and expert witnesses
convinced me more than ever that the
Federal Government must continue a
central role in monitoring and enforc-
ing nursing home standards. Witnesses
shared with me heart-wrenching sto-
ries of how their family members were
overdrugged. placed in physical re-
straints, and left to sit in their own
waste while in nursing homes. I was
also handed a picture by a daughter of
one nursing home patient that showed
a bloody, oozing bed sore that I will
not soon forget.

The basis for this Federal nursing
home standards law is simple, strong.
and clear: that residents in nursing
homes which receive Federal Medicare
or Medicaid dollars should be treated
with care and dignity. The law provides
a framework through which facilities
can help each resident reach his or her
highest practicable physical. mental,
and general well-being. It also provides
critical oversight and enforcement of
nursing home standards. following
years of evidence that the states sim-
ply did not make enforcement of nurs-
ing home standards a high priority.

While the Finance Committee bill re-
quired that states include certain qual-
ity of care provisions in their
Medigrant State plans, I had strong
concerns that many of the important
OBRA '87 provisions were eliminated
that the bill lacked adequate Federal
oversight and enforcement of nursing
home standards.

Over the past few days I have worked
with the Republican leadership and
many of my colleagues on both sides of
the aisle to ensure that this bill keeps
intact the standards, enforcement and
Federal oversight now contained in
current law. No family member should
have to lie awake at night worrying if
their loved-ones are being abused or ne-
glected in a nursing home. This bill
gives nursing home residents and fami-
lies peace of mind that their rights are
protected and that the Federal Govern-
ment will be ensuring States continue
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to enforce quality standards for nurs-
ing home care.

The bill provides for states to receive
waivers from the Federal nursing home
reform law only in tightly crafted cir-
cumstances. Specifically, a State may
apply for a waiver of standards only if
its standards are equal to or more
stringent than the Federal require-
ments. The amendment clearly indi-
cates that no such waiver is allowed
unless the Secretary approves the
waiver, and only if each standard is
equal to or more stringent than the
Federal standard. Further, the provi-
sion specifies that waivers allowed
under this section in no way waives or
limits the Federal Government's en-
forcement of tough nursing home
standards, patient protections. and
other provisions of OBRA 87.

Mr. President, while I believe that
this package includes many important
steps toward reforming Medicare and
Medicaid, there are some elements of
the proposals that I do not support.

During the course of the debate on
the bill, I have supported amendments
and worked to incorporate provisions
aimed at striking a more appropriate
balance between Federal responsibility
and State flexibility, and ensuring pro-
tections for our most vulnerable popu-
lations. This effort is far from com-
plete and I will continue to work to-
ward achieving the goals of deficit re-
duction and Medicare and Medicaid re-
form.

Mr. President. let me address the is-
sues raised by my colleague from Ar-
kansas, since he and I have worked for
many years in dealing with the nursing
home reform. It was called OBRA 87,
but it is basically the nursing home re-
form that we worked 15 to 17 years to
get passed. We held a hearing this week
in the Aging Committee in which we,
once again. reaffirmed the need and
saw the need to maintain strong Fed-
eral standards over nursing homes in
our country—not only standards, but
enforcement, oversight and enforce-
ment procedures.

This is not. as some might think. a
last-minute attempt to weaken and di-
lute what was done this morning. I
should tell my colleagues that I have
been working for the past 3 or 4 days
with the majority leader and his staff,
anticipating that we would have a de-
bate, understanding the House of Rep-
resentatives wants no standards im-
posed. They want to turn it over to the
States entirely.

In anticipating that, I went to the
majority leader saying, this is impor-
tant to me. it is important to us, it is
important to the country. We need to
develop these standards and do it in a
way that we can have broad, bipartisan
support. So that has been something
we have worked on for the past 3 days.
In fact, we worked until last night mid-
night trying to work Out the language.

So I just want to assure my col-
leagues on the other side, this is not
something that has been concocted in
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the dark of the night in order to weak-
en what was done this morning. I sup-
ported strongly what was done this
morning.

This particular measure reaffirms
the need to have OBRA 87 standards.
We want the nursing home reform
standards we passed in 1987. We finally
started to get the civil monetary pen-
alties imposed as of July of this year.
We finally have some bite into those
standards. I do not want to see those
thrown overboard.

I said to my colleagues on this side of
the aisle that we need these standards.
Let us reaffirm our support for them.
Let us reinsert OBRA 87, as such, and
we can make some changes in some of
the paperwork and the burdens that
the nursing home industry has coin-
plained to us about.

I think my colleague from Arkansas
will agree that we have had these corn-
plaints. No law is perfect. We have
tried to modify laws over the years to
make sure that, if we overreach, if
something is too burdensome, too cost-
ly. or duplicative, we make changes. So
we made some minor changes which I
think are positive as far as I am con-
cerned.

The one apprehension I had is in the
point raised by my friend from Arkan-
sas: that is, "If States show that they
have standards equal to or greater
than —I saw that as a red flag and
said, wait a minute. I do not want t
create that much of an exemption. I
am not sure where the enforcement is
going to lie.

I worked very hard late last night
with my staff and with the majority
staff to make sure that any State—and
I do not know of any State that has the
same or better ones than the Federai
ones. But assuming States come for
ward, as they have not in the past, and
raise their standards to those at the
Federal level, if they can establish
that, and if they can satisfy the Sec-
retary of Health and Human Services
that they have done that, that does not
mean they are free and clear to go for-
ward and then abuse their patients. I
insisted that the Federal Government
still retain oversight and still retain
enforcement responsibilities.

I believe that is in the law itself, in
the language—that the Federal Gov-
ernment would still have the ability to
go in to find Out if there are violations
and to enforce penalties. I know my
colleague from Arkansas disagrees
with that interpretation. But that is
specifically what we worked out last
evening. I believe that is in the lan-
guage itself. I will yield to my friend if
he has a question.

Mr. PRYOR. If my good friend from
Maine, who has worked very hard on
this bill, would point out where in this
language it says that after a State re-
ceives a waiver—where in the world the
Senator might even infer that the Fed-
eral Government would have an oppor-
tunity to impose fines, penalties, or to
have any jurisdiction on individual fa-
cilities? In fact, if I might, on page 37.
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it says. ' . . State oversight and en-
forcement authority over nursing fa-
cilities." not Federal.

Mr. KENNEDY. I ask unanimous con-
sent for 2 more minutes, equally di-
vided between the two Senators to re-
spond.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. KENNEDY. I ask unanimous con-
sent for 2 more minutes so that the
Senators can respond.

Mr. DOMENICI. Mr. President. I
yield an additional minute to Senator
COHEN.

Mr. COHEN. If you look on page 38
under section (D):

No Waiver of Enforcement. A State grant-
ed a waiver under subparagraph (A) shall be
subject to (i) the penalty described in sub-
section (b) (ii) suspension or termination, as
determined by the Secretary, of the waiver
granted under subparagraph (A): and any
other authority available to the Secretary to
enforce the requirements of section 1919. as
so in effect.

What we have done in this section is
to say that just because you get a
waiver, you are not free from the en-
forcement provisions here. The Federal
Government retains the authority to
go in and impose those penalties. Were
that not in there. I would not be sup-
porting this.

Let me say one other thing to my
colleagues. As I indicated before. the
House has no such protection. We
passed the measure we supported this
morning by. I think, three votes. It is
my belief—and I support what we did
this morning, and I reaffirm that ac-
tion—that we are going to be in a much
stronger position with a majority en-
dorsing what we are doing here and
going to the conferees and saying we
want this provision. and it will remain
in the bill, and we will have it when it
goes to the President.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. EXON. I yield 1 minute to the
Senator from Arkansas.

Mr. PRYOR. Mr. President. I thank
the manager. Mr. President, on page 38
in section (C)—let me say to my good
colleague and friend from Maine that,
according to this section and the sec-
tions preceding it, if a State has opted
out, if they have been granted a waiver
for an indeterminate amount of time—
and it could be 30 days or 30 years: who
knows?—but if that State is under a
waiver of the requirement, the Federal
Government cannot fine any nursing
home in that particular State. the Fed-
eral Government cannot penalize, can-
not say you cannot take in any more
Medicaid patients. Only the State has
this jurisdiction,

I am trying to impress upon my
friend that, he not knowingly, not will-
ingly, is helping to weaken drastically
the nursing home standards that have
worked so well since 1987.

The PRESIDING OFFICER. All time
has expired.

Mr. EXON. I yield 1 minute to the
Senator from Minnesota.
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Mr. WELLSTONE. Mr. President, I

do not think we should be voting on
this amendment.

In the last several hours, my State of
Minnesota just discovered that it will
be faced with $500 million more in re-
ductions on top of the $2.4 billion.
What happened. Senators, in the last
several hours? What kind of decision-
making process is this?

It does seem to me that people in
Minnesota and across this country
have a right to know what in the world
is going on here. These are the lives of
our children—they are covered. These
are the lives of elderly people, nursing
homes—they are covered. These are the
lives of people with disabilities—they
are covered.

We should not even be voting to-
night. This is back-room deals. This is
not a democratic—with a small "d'
process.

The PRESIDING OFFICER. All time
has expired.

Mr. EXON. I yield 1 minute to the
Senator from California.

Mrs. FEINSTEIN. I thank the Sen-
ator from Nebraska.

I have listened carefully to the de-
bate this evening, but I think the sim-
ple fact is that no State in the Union is
impacted by this amendment and this
bill to the extent that California is.

Senator ROCKEFELLER asked earlier
where the money comes from to pay for
this amendment. Mr. President, I'll tell
you where the money comes from.

$4.2 billion of it comes from Medicaid
that in the earlier version went to Cali-
fornia. California is the biggest loser in
this amendment. This will affect more
than 8.6 million people in the State of
California.

This bill, I believe. is immoral. egre-
gious, and in my 2½ years I never
thought I would stand here on the floor
of the Senate and see the largest State
in the Union treated the way it is in
this bill.

The PRESIDING OFFICER. The ma-
jority has 12 minutes and 32 seconds re-
maining. and the Democrats have 16
minutes and 32 seconds.

Mr. EXON. Mr. President. in the time
that I have remaining. I wish to allo-
cate 2 additional minutes whenever he
wishes to use it to the Senator from
West Virginia. and I yield 12 minutes
to the Senator from Florida for use
whenever he thinks appropriate.

Mr. GRAHAM. Mr. President. when
Harry Truman was running for Presi-
dent in 1948. at one of his whistle stops
the people cried out. Give 'em hell,
Harry." He said. Friend, I don't have
to give them hell. I just tell them the
truth and the truth gives them hell.'

That is what we are talking about to-
night. The truth gives them hell.

We have heard from Senator PRYOR
what this does to rape the standards
that have made life tolerable for hun-
dreds of thousands of persons—our
most vulnerable people—in nursing
homes.

Let me talk about two other features
of this bill. Let me talk about how we
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are going to allocate over $770 billion
of your American taxpayers' money
over the next 7 years and the standards
by which those allocation decisions
were made.

There is no rationale to the alloca-
tion formula which is in this bill. I
have been asking for better than 36
hours to get the legislative language.
Finally, at 6:25 p.m., we got the first
version of the legislation but not the
last version. The last version came at
9:45.

Let me direct your attention, if you
have the 6:25 version, to page 36. I ask
someone on the Republican side to ex-
plain the theory and philosophy behind
this allocation.

On page 36, line 11, it says. Addi-
tional Amounts Described. The addi-
tional amounts described in this para-
graph are as follows," these are addi-
tional amounts that go to States just
because they are the States.

Arizona gets $63 million: Florida gets
$250 million, thank you: Georgia gets
$34 million: Kentucky, $76.5 million:
South Carolina, $181 million; the State
of Washington, $250 million.

That was the list as of 6:25. But by
9:45, Vermont has come on for $50 niil-
lion.

Friends, we have talked a lot about
balanced budget, about fiscal prudence
and responsible use of taxpayers'
money. That is how your money is
being used.

Let me tell you another little fact in
terms of the rationale of distribution.
Of the States which have two Demo-
cratic Senators, the difference between
what those States would have received
Out of a pool of dollars that was $10 bil-
lion less—SlO billion less—total money
to be distributed. Those States which
have two Democratic Senators lost
$3.605 billion. Of the States that have
two Republican Senators, they gained
$11222 billion.

That is the rationale way in which
we are distributing $770 billion of the
taxpayers' money.

Now, how did we arrive at these ab-
surd allocations? We did it largely be-
cause, unlike the Finance Committee
which very thoughtfully made the deci-
sion to restrict the amount of money
that a State could continue to take
into its base for allocation, those funds
which were derived from what is called
disproportionate share, disproportion-
ate share.

What is disproportionate share? It
was the amount of money that was dis-
tributed to States over the periods of
the 1970's and 1980's theoretically to
make up for the hospitals that had a
high incidence of poor and underserved
populations. That became the fastest
growing element of the Medicare pro-
gram. In fact, in 1990. disproportionate
share was only $1 billion: by 1992. it had
gone to $17.4 billion.

Why had we seen this enormous in-
crease? We had seen the enormous in-
crease according to a GAO report. Gen-
eral Accounting Office report. dated
April of this year, because there were
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States which were scheming this
money. The swapping and redirecting
of revenues among providers, the State
and the Federal Government resulted
in increased Federal spending. in-
creased funds for providers, and in
some cases additional revenue for
State treasuries.

So States were manipulating this dis-
proportionate share to their benefit.
Under the original Finance Committee,
we would have retained and limited the
benefit that could have been gained by
that previous predatory action. We
have now taken all of the constraints
off. We have now said that a State can
go back to 1994 and count every dollar
that they had gotten under that dis-
proportionate share.

Let me tell you something, Mr.
President. that may be surprising. The
GAO did a report, a special report, on
three States. I will be blunt and say
who they were: Michigan, Tennessee
and Texas. Michigan. Tennessee, and
Texas.

Of all of the new money that came
into this plan in the last 24 hours, the
$10 billion, how much do you think
Michigan, Texas and Tennessee got?
Mr. President. $6.5 billion. They got al-
most 2 out of every 3 new dollars that
went to those States which have been
identified as the principal perverters of
the system.

What kind of policy is that? We are
going to reward and benefit those
States which have been ripping off the
Federal taxpayers? What kind of a plan
is this? I would be very interested to
get a response from our Republican col-
leagues on that issue.

Friends, the fact that we are about to
rape the elderly nursing home, the fact
we are raping the Federal Treasury and
rewarding inappropriate. I would say
criminal past behavior is not the end of
it.

Where are we getting the $10 billion
from? We are getting the $10 billion by
raiding Social Security.

The last position of this legislation
states that how we are going to fund
this $10 billion, where it will come
from, is because we are going to say
that we will break our previous prac-
tice of using the Congressional Budget
Office as the means of calculating what
our deficit position is, and we will for
this year take the lower cost-of-living
number. which has just recently been
reported. leave everything else in our
revenue estimates the same. but plug
in that new number. which is a 2.6 cost-
of-living factor rather than a 3.1.

Now. we are not going to do this as it
relates to revenue. You know there are
some rich people that benefit by this
cost of living because their taxes are
indexed. They get held down by virtue
of a higher cost of living. We are only
going to use this against the old
folks—primarily Social Security and
other Federal retirement programs—
who are going to have their money
used as the basis of funding this raid in
order to benefit a handful of politically
powerful—and I would say probably po-
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litically greedy—States in order to
pass this atrocious proposition.

What has the Congressional Budget
Office had to say about this particular
raid on the Federal Treasury? The Con-
gressional Budget Office has stated—
this is Paul Van de Water. who is the
Assistant Director for Budget of the
Congressional Budget Office. He states
that the Congressional Budget Office
and the Office of Management and
Budget 'do not score savings for legis-
lating a COLA that would happen any-
way under current law. This rule was
applied to veterans compensation in
1991 and to food stamps in 1992.

In other words, we are changing our
previous Congressional Budget Office
policy.

But, friends, it gets worse. Mr. Van
de Water goes on to say that:

At the request of the Budget Committees.
the CBO has from time to time updated the
baseline to reflect recent economic and tech-
nical developments. In such circumstances.
however, we insist on incorporating all rel-
evant new information, not just selected
items, such as COLAs. In this instance.

Friends, listen to this sentence.
if we were to include all of the infor-

mation in our August baseline, plus the ac-
tual 1996 COLA, our estimate of the 2002 defi-
cit . . . would be higher.

It would be higher. not lower.
So we are using a fraudulent method

in order to calculate what is presented
to be savings in order to fund this atro-
cious raid on the public Treasury when
the Congressional Budget Office said, if
they were asked the right question
they would not only not have scored
this as creating any additional money,
but they would have said that we would
have a greater deficit than we started
with.

So, friends, that is what we are about
with this amendment in the Finance
Committee that we have waited 36
hours to get. If you want to know why
this stealth bomber was out there all
those hours when we kept asking, Can
we see what is in this proposal, can we
see the legislative language, can we see
the State-by-State numbers—we could
not get any answer. Sorry, it is too
complicated. It is being worked. The
technicians are pouring over it.

I am certain the technicians came up
with a formula that gave $11 billion of
additional funds to States that just
happened to be represented by Repub-
licans and cut the funds from the
States that happened to be represented
by Democrats. That was just a tech-
nical oversight.

And then to have the gall to raid our
Social Security fund as a means of fi-
nancing this, is there no limit to what
we ask our older people to do? We are
cutting their Medicare. We are elimi-
nating other important programs for
the elderly. And now we are using their
Social Security in this back-door
means as the basis to fund an add i-
tional $10 billion which does not exist,
which is going to add further to the
deficit, to give money to a few favorite
States so that they can corral the
votes to pass this steamy mess.
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My friends. I wish this thing would

stay the stealth bomber. It is better if
we did not see it than if it finally ap-
peared on the radar scope and we are
able to look and appreciate the details.

Mr. President. fellow colleagues. the
answer tonight is a simple answer: that
is. to defeat this amendment. As bad as
the proposal passed by the Finance
Committee was, it looked so much bet-
ter than what we are about to vote
upon. We have converted a frog into a
beauty with this amendment.

So I urge my colleagues to vote this
amendment down, and let us at least
send the conference something that we
in the Senate can have some degree of
satisfaction as it is taken up in con-
ference.

The PRESIDING OFFICER. The Sen
ators time has expired.

Who yields time?
The Senator from New Mexico has 12

minutes and 32 seconds, and the Sen-
ator from Nebraska has 4 minutes, 24
seconds.

Mr. DOMENICI. I yield myself 6 min-
utes.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

Mr. DOMENICI. Mr. President. with
reference to the formula, let me just
state for the record that 46 States are
better off under this formula than the
House formula. Many of those have
Democratic Governors and many of
those have Democratic Senators. Many
of those have Republican Governors
and Republican Senators.

Let me repeat. Under this formula. 46
States are better off than in the House
formula.

Mr. President. Senator COHEN has
adequately answered the remarks with
reference to nursing homes. I do not
know how anybody could stand on the
floor of the U.S. Senate and say that
we are raping the nursing homes when
we have just heard Senator COHEN. one
of the strongest and best advocates.
say that has been fixed in this bill. He
just said it. He repeated it. He read the
language. And so we hear it from that
side over and over again.

Let me tell you with reference to the
money in this budget that is used for
some of the reallocation, that there is
nothing wrong with it. It is not phony.
It is plain and simple, the fact: We
have already established in the United
States of America that the Consumer
Price Index is not 3.1 percent. but.
rather, 2.6 percent. We are not talking
about 3 years from now. We are talking
about right now. It is not 3.1. as esti-
mated in this budget. It is 2.6. The re-
ality is that is not going to change. It
is 2.6 for the rest of the year. It just
happens. if you do the numbers, that
saves $13.1 billion. That means $13.1 bil-
lion less is being spent because of the
real Consumer Price Index—not specu-
lation and not changing anything.
That is where you get $13.1 billion.

The reason we only use $13.1 billion is
because we did not want to use the tax
revenues and spend them. We left them
there. So we only used the revenues
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that I have just described. It does not
mean we changed anything on the Tax
Code. The taxes are going to come out
at the 2.6 level in terms of the bracket
creep that will be adjusted. So that ar-
gument just misunderstands what we
have done and what the reality is.

Having said that. Mr. President, I am
led to believe that, in spite of this
interoffice memorandum, there is
nothing from the Director of the Con-
gressional Budget Office. This is some-
body that works there named Paul Van
de Water, writing to somebody named
Sue Nelson, who is on the staff of the
Budget Committee, and gives a little
history of what has and has not been
done.

The truth of the matter is that
Chairman Sasser last year came to the
floor—in 1993, excuse me—and he said,
"I want to adjust the numbers for re-
ality, for the real thing.' And, in fact.
he adjusted two items in the budget for
what he perceived to be the real num-
bers. In doing that, revenues and mon-
eys were found to make their budget
come out as planned.

Frankly. ours is absolutely real be-
cause the Consumer Price Index is not
3.1 percent. The checks are going out
at 2.6. We are not taking money away
from anyone.

I am led to believe this is not subject
to a point of order, and we decided that
we were going to reallocate some
money because a number of States felt
that they had not been treated fairly
here. Some said they had been treated
fairly in the House. Others said they
had not, and we still have to go to con-
ference in order to come out with the
final formula and final distribution.

So as far as that part is concerned,
how the allocations came about, I was
not part of that committee. I trust
them. I think they did a good job. And
the chairman is here. They all worked
together on it. Perhaps he wants to ex-
plain in more detail.

But let me suggest that we in no
way—in no way—are attempting to de-
fraud anyone. As a matter of fact, this
budget will be balanced in the year
2002, and if you need a letter on that
from June O'Neill. we will get it for
you.

This does not unbalance the budget.
because we have a $13 billion surplus in
O02, and we do not use up that surplus.
You do not even come close to using it.
so we will still be in balance.

If I have not used my time, I wish to
yield it back. And I want to ask Sen-
tor ROTH if he wants to talk for a cou-
ple minutes, or Senator DOLE.

The PRESIDING OFFICER. The Sen-
ator has 7 minutes 35 seconds.

Mr. DOMENICI. How much time do
we have?

The PRESIDING OFFICER. Seven
minutes 35 seconds.

Mr. DOMENICI. We will reserve our
time.

The PRESIDING OFFICER. Who
yelds time?

Mr. EXON. How much time do we
have remaining?
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The PRESIDING OFFICER. The Sen-

ator has 4 minutes 24 seconds and pre-
viously yielded time. I believe 2 min-
utes.

Does the Senator wish to reallocate
his time?

Mr. EXON. The Senator from West
Virginia is not interested in additional
time,

I wish to yield 2 minutes to the Sen-
ator from Arkansas.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is recognized for 2
minutes.

Mr. PRYOR. Mr. President, I will not
use all my 2 minutes.

Mr. President, I rise to ask a par-
liamentary inquiry.

Mr. President, this morning by a vote
of 51 to 48. the Senate voted for an
amendment offered by myself and Sen-
ator COHEN of Maine. The amendment
was adopted and agreed to. Presently
pending is another amendment with
different language proposed by the dis-
tinguished chairman of the Finance
Committee, Senator ROTH. in the man-
ager's amendment. Should the man-
ager's amendment pass, does the man-
ager's amendment encompassing or in-
cluding the nursing home provisions of
Senator ROTH, does it prevail over the
amendment passed this morning by a
vote of the Senate?

The PRESIDING OFFICER. The
Chair is informed that by virtue of the
fact that this amendment covers a
broader spectrum of the bill, if the Sen-
ate adopts this amendment. it would
prevail over the previous text that was
included in the smaller reaching
amendment that was voted upon this
morning.

Mr. PRYOR. Mr. President, then if I
have any time remaining, I would sim-
ply ask my colleagues on the other side
of the aisle. why? Why are we obliter-
ating these nursing home standards
that have worked so well for these
years. that my colleague from Maine
was saying just now are having their
bite? Why are we taking that bite out?

I think, Mr. President. we are going
to be committing a terrible mistake if
we do. I hope we will not adopt the
chairman's amendment.

Mr. EXON. How much time do I have
remaining?

The PRESIDING OFFICER. The Sen-
ator has 2 minutes 50 seconds.

Mr. EXON. I yield 2 minutes 50 sec-
onds to the Senator from Florida.

The PRESIDING OFFICER. The Sen-
ator from Florida is recognized for 2
minutes 50 seconds.

Mr. GRAHAM. Mr. President, I would
like to make a parliamentary inquiry.

The PRESIDING OFFICER. The Sen-
ator will state the inquiry.

Mr. GRAHAM. Are outlay reductions
to Social Security used to offset the
spending of this amendment?

The PRESIDING OFFICER. The
Chair is not in a position to answer
that question.

Mr. GRAHAM. Would the Chair like
to be informed on that matter so that
he might be in a position to answer
that question?



October 27, 1995
The PRESIDING OFFICER. The

Chair would be happy to listen to the
Senator from Florida.

The Senator has 2 minutes 30 sec-
onds. The parliamentary inquiry does
not come Out of the time.

Mr. GRAHAM. Mr. President, I send
to the desk for the review of the Chair
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The PRESIDING OFFICER. The Sen-
ators time is running.

Mr. GRAHAM. Mr. President, it was
my understanding that time for points
of order and parliamentary inquiry is
not charged against the time. Is that
correct?

The PRESIDING OFFICER. Respect-
fully, the Senator has been answered as
far as the parliamentary inquiry is
concerned. The Chair is not capable of
making the comparisons the Senator
wishes.

Mr. GRAHAM. I wonder if the Sen-
ator from New Mexico or the Senator
from Delaware as chairs of the respec-
tive committees would like to com-
ment whether they believe there are
outlay reductions to Social Security
used to offset the spending in this
amendment.

Mr. DOMENICI. I am satisfied with
the ruling of the Chair. I have no com-
ment on that.

Mr. GRAHAM. Mr. President, I raise
a point of order under section 310(d) of
the Congressional Budget Act of 1974
against the pending amendment.

The PRESIDING OFFICER. The
Chair might inform the Senator from
Florida, and will not use the time but
give back his time, until the time is all
used, it is not yet in order to make a
point of order.

Mr. GRAHAM. Mr. President, t will
withhold, but reserving the time to
make a point of order at the appro-
priate time.

The PRESIDING OFFICER. The Sen-
ator will have that time. He has 45 sec-
onds remaining.

Mr. GRAHAM. Mr. President, just to
prepare for the consideration of the
point of order that will be made. I
would draw the attention of the Chair
to subtitle (c) of the Social Security
Act, section 13301 which states:

Off budget status of Social Security Trust
Funds. Exclusion of Social Security from all
budgets. Notwithstanding any other provi-
sions of law, the receipts and disbursements

of the Federal Old Age and Survivors Insur-
ance Trust Fund and the Federal Disability
Insurance Trust Fund shall not be counted as
new budget authority. outlays. receipts, for
deficit or surplus, for the purposes of the
budget of the U.S. Government submitted by
the President. the Congressional Budget or
the Balanced Budget and Emergency Deficit
Control Act of 1985.

The PRESIDING OFFICER. Who
yields time?

Mr. DOMENICI. Mr. President, I won-
der who wants time on this side.

I yield 2 minutes to the chairman of
the Finance Committee.

The PRESIDING OFFICER. Two
minutes to the Senator from Delaware.

Mr. ROTH. First of all, Mr. Presi-
dent, I think it is important to under-
stand that 45—45—of the 50 States are
better off under the Senate amendment
than they are under the House. And I
would just like to make passing ref-
erence to the three States that are said
to have Democratic Senators.

Just let me point Out that in the case
of California. it is up $700 million from
the House; Florida is up $1.3 billion
from the House, and Minnesota is up
$500 million from the House.

Now, one of my distinguished col-
leagues on the other side mentioned
the treatment for seven States on page
36. And I just want to point Out that
six of these seven States that get addi-
tional amounts have one Republican
Senator and one Democratic Senator.
That was not based on partisanship. It
was based upon need. And that is the
point I wish to make.

In concluding, the statement was
made that we are using the savings
from Medicare and Medicaid for a tax
cut. That is pure demagoguery. There
is no truth to that.

As a matter of fact. the President's
board of trustees, long before we talked
about tax cuts, said we had to do some-
thing about the trust funds for Medi-
care. And that is what we are doing
with this legislation.

The PRESIDING OFFICER. The Sen-
ators time has expired.

Mr. DOMENICI. How much time is
left on our side?

The PRESIDING OFFICER. Five
minutes twelve seconds.

Mr. DOMENICI. The other side has
used all their time?

The PRESIDING OFFICER. Yes.
Mr. DOMENICI. I yield 3 minutes to

Senator COHEN.
The PRESIDING OFFICER. The Sen-

ator from Maine is recognized for 3
minutes.

Mr. COHEN. I thank the Senator for
yielding.

If I could point out what is also in
this measure that has not been talked
about in the last few moments.

No. 1, there are set-asides for the
QMB program. I think everyone is fa-
miliar with what I am talking about.
That is in the manager's amendment.
There is a requirement that States im-
pose strong solvency standards on Med-
icaid providers. That is in this amend-
ment. There is an increase in Medicaid
funding. That is in this amendment.
There is more money for Medicare in
direct education payments, and allows
for more causes of action to enforce
Medicaid provisions.

What was not talked about in terms
of this measure is the following: We.
under this measure, are imposing the
nursing home reforms on the States.
OBRA 1987 will remain in effect. That
is what this amendment contains.

No. 2, not only do we have the same
standards in effect, we also have en-
forcement in effect. Those two key
points have to be made. The States are
required to comply with the national
standards, and those enforcement
standards remain in effect.

There is a waiver provision contained
on page 38. And I call all of the atten-
tion of my colleagues to it. What it
says is, if a State does in fact have
equal to or greater standards, they
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as well as for inclusion in the RECORD purposes of supporting the funding con-
the 1996 COLA versus conference reso- tamed in this amendment.
lution baseline assumptions data, Octo- There being no objection. the mate-
ber 16, 1995. rial was ordered to be printed in the

I would like to ask that these be RECORD, as follows:
compared with the projections which All Cash Benefit Programs Indexed to theare utilized to produce the revenue for
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may qualify or try to apply for a waiv-
er. They can do that. If they have pen-
alties that are equal to or greater than
what is in the Federal law, they can
apply for the waiver.

The Secretary of HHS has 120 days. in
which time he either grants it or de-
nies it. And assuming he or she grants
it, he or she still retains the authority
to go in there and impose penalties
upon the State if there is any deviation
from the standards. They can suspend
and terminate the institution. They
can terminate the waiver.

No. 3. at the bottom of the page.
please look at it. Any other authority
available to the Secretary to enforce
requirements of section 1919.' That is
OBRA. That says the Secretary of HHS
still has all of the authority to enforce
every single provision in OBRA '87, all
the way up to the change we made as of
this date.

So. I want to assure my colleagues I
would not be supporting this if I did
not believe that we for the first time
have the majority saying we want to
maintain OBRA '87. We want the sam
standards. We want the same enforce-
ment levels. We will provide some op-
portunities for a waiver, but only if
they measure up to what we expect.
and then the Secretary retains the au
thority to impose every single penalty.
So in many ways we give more author.
ity to the Secretary under these cir
cumstances.

So, please, I hope everyone will not
mischaracterize what is being done
here.

The PRESIDING OFFICER. The Sen-
ator's time has expired.

The Senator from New Mexico has 2
minutes 13 seconds.

Mr. DOMENICI. I yield 2 minutes to
Senator DOLE.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. DOLE. Ijust want to say I think
we had a fair discussion of this amend-
ment, and we indicated to the Senator
from Florida this morning we would
have that discussion. He did have ac-
cess. as he indicated, to the informa-
tion at about 6:27. So, I believe we had
adequate time to take a look at it.

We made a lot of changes. Changes
are always made in a big. big package
like this by either party, both parties.
whatever. I believe the Senator from
Maine and the Senator from Delaware
and others pointed Out these have been
very constructive changes.

We always have these formula fights.
And there is always someone running
around with a sheet of paper saying
how much one State got over the other
State, I can name a State with two Re-
publican Senators where they are get-
ting $500 million less than they had in
the middle of the week. They were not
very happy about it, but that is the
way the formula worked. Florida gets
$1 billion more. California $700 million
more than we had in the committee.
Minnesota gets $508 million more than
we had on the House side.

So we believe we are making
progress. We are going to go to con-
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ference. We discussed this with the
Senator from Minnesota. I might add.
He is aware of it. He was concerned we
were going to adopt a House formula
which was $508 million less.

So. I say to my colleagues. it is time.
I think, we wrap it up around here. And
I hope that we will have every—all the
votes. Everybody ought to vote for this
amendment. This is a very construc-
tive amendment, whether it is nursing
homes, whatever it is. I know there is
a lot of politics about nursing homes. I
know the liberal media bought into the
spin put on by the Democrats.

But the Senator from Maine would
not be standing up here making these
statements if they were not accurate.
If anybody wants to question the integ-
rity or the credibility of the Senator
from Maine. they ought to stand up
and do it. They are not going to do it
because he has total integrity and
total credibility on this issue.

I believe that we have made con-
structive changes. I hope we will have.
if not any support from that side, solid
support on this side of the aisle for this
amendment.

The PRESIDING OFFICER. All time
has expired.

Mr. GRAHAM addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Florida.
Mr. GRAHAM. Mr. President. I am

directing my attention to section 7482
of the legislation, which begins on page
45 and states:

Cost-of-Living Adjustments During Fiscal
Year 1996.

Notwithstanding any other provision of
law, in the case of any program within the
jurisdiction of the Committee on Finance of
the United States Senate which is adjusted
for any increase in the consumer price index
for all urban wage earners and clerical work-
ers (CPI-W) for the United States city aver-
age of all items, any such adjustment which
takes effect during fiscal year 1996 shall be
equal to 2.6 percent.

It is to that section. Mr. President,
that I direct the point of order. I raise
the point of order under section 310(d)
of the Congressional Budget Act of 1974
against the pending amendment be-
cause it counts $12 billion in cuts to
Social Security which is off budget to
offset spending in the amendment.

The PRESIDING OFFICER. Does the
Senator from New Mexico wish to be
heard on this point of order?

Mr. DOMENICI. I want to say the
dollar numbers being referred to are
actual. That is all I want to say.

Mr. GRAHAM. Mr. President, could I
respond to the—do you wish further de-
bate on the point of order?

The PRESIDING OFFICER. It is not
debatable. I note the Senator from New
Mexico wishes not to make a state-
ment.

The scoring of this bill under the
Budget Act is under the control of the
chairman of the Budget Committee,
and the precedents of the Senate do not
go beyond that. The point of order is
not well taken.

Mr. HARKIN addressed the Chair.
Mr. DOMENICI. I ask for the yeas

and nays.
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Mr. HARKIN. I raise a point of order

under section 310(g) of the Budget Act
because the pending amendment
achieves its savings by changing the
cost-of-living provisions of section 215
ofthe Social Security Act, and chang-
ing title II of that act violates section
310(g) of the Congressional Budget Act.

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. CPI was not changed

as referred in that act.
The PRESIDING OFFICER. The

Chair is informed that the provisions
in the act cited are not applicable to
this instance and that the point of
order is not well taken.

Mr. HARKIN. Mr. President. par-
liamentary inquiiy.

The PRESIDING OFFICER. State the
inquiry.

Mr. HARKIN. Section 7482 on page 45
of the pending amendment. line 22,
states: 'Notwithstanding any other
provision of law Parliamentary
inquiry. Is this not referencing title II
of Social Security?

The PRESIDING OFFICER. The
Chair is informed that that would not
be interpreted as referencing anything.
That is to indicate that without regard
to any other provision of law. this pro-
vision of this bill would become law.

Mr. HARKIN. Further parliamentary
inquiry.

Is the Chair then ruling that by that
very sentence. "Notwithstanding any
other provision of law," that that
would, in fact. cover title II of Social
Security since it is law? And that.
'Notwithstanding any other provision

of law," therefore. that overcomes title
II of Social Security?

The PRESIDING OFFICER. The
Chair would state that that interpreta-
tion—I must yield to the Senator's in-
quiry. The Senator is asking this Chair
to act as a court and make a deter-
mination of law and the conflicts of
law, and that is not within the proper
prerogative of this Chair.

Mr. HARKIN. Further parliamentary
inquiry. Mr. President.

The PRESIDING OFFICER. Yes.
Mr. HARKIN. Is the Chair ruling. as

pertains to the ruling on Senator GRA-
HAM's point of order, is the Chair ruling
that the Social Security Act, title II.
may be changed within the reconcili-
ation process by drafting a provision to
read. notwithstanding any other pro-
vision of law"?

The PRESIDING OFFICER. The
Chair's ruling with regard to the point
of order of the Senator from Florida
was on the basis of the issues he stated.
The Chair is not ruling—the Chair is
not ruling—as the Senator indicated,
that there is any indication here before
the Chair of a provision to change the
Social Security Act.

Mr. HARKIN. One last——
Mr. GREGG. What is the regular

order?
Mr. HARKIN. One last parliamentary

inquiry.
Mr. GREGG. I am asking for the reg-

ular order.
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Mr. HARKIN. One last parliamentary

inquiry.
The PRESIDING OFFICER. The reg-

ular order is for the Chair to determine
if there is a bona fide parliamentary in-
quiry being presented to the Chair. One
further inquiry.

Mr. HARKIN. If that is the ruling of
the Chair, the Social Security law
must be naked to attack under rec-
onciliation.

Would not section 310(g) of the Budg-
et Act be now rendered meaningless by
the precedent the Chair is now setting?

The PRESIDING OFFICER. The
Chair has no intention of rendering
meaningless any provision of the Budg-
et Act. We are attempting to comply
with the Budget Act. The Chair is in-
forming that the chairman of the
Budget Committee has the authority.
as did the previous chairman, to make
the determination that has been made
with regard to this aspect of this bill.

Mr. DOMENICI. I ask for the yeas
and nays on the amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered. The clerk will call the roll.

The legislative clerk called the roll.
The PRESIDING OFFICER. Are there

any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 57.
nays 42. as follows:

[Rol1call Vote No. 554 Leg.}
YEAS—57

Abraham cochran Gramm
Ashcroft cohen Grams
Bennett coverdcl) Grassley
Biden craig Gregg
Bond DAmato Hatch
Bradley DeWine Hatfield
Brown Dole Helms
Burns Domenici Hutchson
campbell Fairdoth Inhoic
chalee Frist Jeffords
coats Gorton Kassebaum

Kempthorne Mcconnell Smith
Kyl Murkowski Snowe
Lautenberg
Levin

Nickles
Pressler

Specter
Stevens

Lott Roth Thomas
Lugar Santorum Thompson
Mack Shelby Thurmond
Mccain Simpson

NAYS---42

Warner

Akaka Feinstein Lieberman
Baucus Ford Mikulski
Bingaman Glenn Moseley.Braun
Boxer Graham Moynihan
Breaux Harkin Murray
Bryan Heflin Nunn
Bumpers
Byrd

Hollings
lnouye

Pell
Pryor

conrad Johnston Reid
Daschle Kennedy Robb
Dodd Kerrey Rockefeller
Dorgan Kerry Sarbanes
Exon Kohl Simon
Feingold Leahy Wellstone

So the amendment (No. 3038)
agreed to.

Mr. DOLE. Mr. President. I move to
reconsider the vote.

Mr. GRAMM. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. Are there
any other amendments to this bill?

Mr. EXON. Mr. President. I think we
may be down to the last vote. Our bi-
partisan staffs have visited with the of-
fice of the Parliamentarian. That office
has confirmed—

The PRESIDING OFFICER. If the
Senator will withhold. The Senate is
not in order.

Mr. EXON. Mr. President. our bipar-
tisan staffs have visited with the office
of the Parliamentarian. That office has
confirmed that each and every provi-
sion in our point of order is indeed a
violation of the Byrd rule. So I renew
my point of order under the Byrd rule.

The PRESIDING OFFICER. The
chair is informed that the Par-
liamentarians office has indicated it
has reviewed the presentation made
concerning extraneous provisions.
some 49 provisions. On the basis and
advice of the Parliamentarian, the
Chair sustains 46 of those.
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Mr. DOMENICI. Mr. President, I

move to waive some or all of these.
The PRESIDING OFFICER. The Sen-

ator has that right.
Mr. EXON. Mr. President. could we

have a ruling of the Chair?
Mr. DOMENICI. If you do the ruling.

we cannot appeal it.
The PRESIDING OFFICER. The

Chair is informed the motion to waive
would take precedence over the ruling.

The Chair is prepared to rule.
Mr. DOMENICI. Parliamentary in-

quiry.
The PRESIDING OFFICER. State the

inquiry.
Mr. DOMENICI. If I move to waive

and send that to the desk with an at-
was tached list of the points of order but

not all of them, what governs the de-
bate on that proposal?

Is there any debate?
The PRESIDING OFFICER. There is

no time left for debate without agree-
ment. The point of order has been
raised. The motion to waive is in order.
The motion to waive is not debatable.
It is subject to a vote by the Senate.

Mr. DOLE. I wonder if the Demo-
cratic leader would have. say. 10 min-
utes equally divided.

Mr. DASCHLE. We have no objection.
The PRESIDING OFFICER. Is there

objection to the request of 10 minutes
equally divided on this issue?

Does the Chair interpret the leader
to mean on the motion to waive the
point of order? Is there objection?

Five minutes on a side. then. on this
issue.

DOMENIcI MOTION TO WAiVE THE BUDGET ACT

Mr. DOMENICI. Mr. President, I send
a list of the points of order that I am
moving to waive—a partial list of the
Exon points of order.

Mr. President. pursuant to section 904(c) of
the Budget Act, I move to waive the Budget
Act for the consideration of the following
provisions and for the language of the provi-
sions if inc1uded in the conference report:

TITLE VII—FINANCE, MEDICAID AND WELFARE EXTRANEOUS PROVISIONS, RECONCILIATION 1995

Subtitle and SecUon Subject Budget Act Violation Epanation

2174 Individual Enttetient 313(b)(1)(A) . ... Ext anejs rm budgetary impact. This title shall not be constnied as providing br
an enttlemenL

Extranes: costs Prodes additional grants to states ith ügh population growth
and avage spending less than the uiaticnal average.

Extraneous; no bud9etry impact. A State may apply to a bamily some or all 01 the
rules. cluding beneflt amounts, the program operated by the bamiIs bmez
state ii the bamily has resed in the cTent state less than 12 months.

Extraneov does not score. States may not povide assistance br m thaji 5 years
on a ajmulatve basis: can opt to povide it b less than 5 rears.

Extrane does riot score. States may deny assistance f a child thrn wt-of -wed-
oct to an individual who has not attained 18 years ob ag bar the individual.

Extraneuus; does not score. States may deny ass4stance l a minor child who 5

born to a recJpnt of assstanc
Extraneous; costs. Provides additional funds to states that reduce out-ob-wedlock

births b at least 1 percent below 1995 levels, and wse rates ob abotion do not
increase Seetry can deny the bunds ib the State changes methods ob reputing
data

Eianes; costs. 5 States th hghest pcentge performance improvent receive
a bonus, Note this is paid bor with previous year's pafties s wne might claim
it is deficit rutral. However, it is a separate and discrete section.

Extraneous; no cost impact AUDWS states to provide sices Itough conactS wflh
charitable, religious. Or private organiiations.

Extranej rio cost impact

313(b)(1)(A) neous rio cost impact Savings acaues to the 5tte.

Chapter 6:

7295 Eligiblity for SSI Beneflts Based on Soc Sec. Retirement 313)(1)(A) Extraneis; no cost impact withi the 7.yar budget winw.
Age
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Subtitle C—Welbare:

403(a)(3)

403(b)(2)

SuppIementl Grant for PopuIatiri lnaeases m Certain 313(b)(1)(B)
States.

Treat lnter5tte limnigrantS UIr Rules 01 Foim 313(b)(1)(A)
States.

406(6)

406(c)

406(t)

405(b)(1) No Assistance bor M'e Than Five Years 313(b)(1)(A)

State Option to Deny Assistrtce Fo' Out-o-Wedlxk 313(b)(1)(A)
Births to Minors,

State Option to Deny Assistrice For Children Born to 313(b)(1)(A)
Families Receiving Assistnct

Grant lncreasd to Reward States That Reduce Out-ob- 313(b)(1)(B)
Wedck Bths.

418 Performance Bonus and High Picformance Bonus 313(b)(1XB)

7202 Seivices Provided by Charitable, Religcus, Private Or- 313(b)(1)(A)
gnizatioi.

7207 Oisc!osure ob Receipt 01 Fed Funds ..

Subtitle D—SSL

Chapter 5:
7291 Repeal of Maintan of Effort Requirements Applicable

to Optwnal State Pro9rams bor Supplemention ob SSI.

313(b)(1)(A)
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Subtitle and Section Subject Budget Act Violation Explanation

Subtitle G—Other welfare:
Chapter 1:

7412

7445 ..
Sijbtitle .1—COLAs:

7481

Reductions in Federal BurEauctacy

Abstinence Education in Welfare Reform Legislation

SoS Regarding CorTections of Cost of Living Adjustmeits

Extraneous: no direct spending impact Reducticn is on tht disaeionar side of th
budget

Extraneous; r direct spending impact Authortion of apopiiations.

Exraneoiis; no direct spending impact Finds that tire CPI ov&states the cost ol liv-
mg in the US. and that the overstaten,ent undermines the equitable adminisua.
tiwi of Fedal beneFits. Expresses the Sense of the Senate that FedaI law
souId be crected to accurately refIec future changes in the cost of living.

313(b)(1)(A)

313(b)(1)(A)

313(b)(1)(A)

Mr. DOMENICI. Let me explain what
is in it: only provisions included in the
welfare bill.

The reason I did that is because the
Senate approved the welfare bill—87
votes on the welfare side.

The PRESIDING OFFICER. There is
no time for debate.

Mr. DOMENICI. I send it to the desk.
The PRESIDING OFFICER. Th

Chair will have to look and see whether
there are any of these provisions not
covered by the ruling that the Chair
was prepared to make.

Mr. KERRY. Mr. President. par.
liamentary inquiry.

The PRESIDING OFFICER. Hold up
for a minute. please.

What is the parliamentary inquiry?
Mr. KERRY. The parliamentary in-

quiry was whether or not the Chair was
in the process of giving a ruling which
would assist us to know what the rel-
evancy of the waiver is. The Senator
would certainly appreciate hearing the
nil ing.

The PRESIDING OFFICER. The
Chair will inform the Senate that the
Parliamentarian has indicated the
proper procedure would be to act on
the motion of the Senator from New
Mexico to waive the point of order.

It is a partial waiver, he sees. During
the vote on that matter, we will assert
whether the items that the Par-
liamentarian informed the Chair were
not acceptable were covered by this
motion.

If they are not, we will then proceed
to rule. There were three items that
the Parliamentarian indicated should
be dropped from the statement of ex-
trarleous provisions provided by the
Senator from Nebraska.

There is now 10 minutes equally di-
vided, 5 minutes on a side.

Mrs. BOXER. Parliamentary inquiry,
Mr. President.

The PRESIDING OFFICER. Who
yields time?

We have a time agreement now.
There can be no further parliamentary
inquiry without using the time.

Mr. EXON. I yield I minute.
Mrs. BOXER. I want to know which

three the Chair has ruled on.
The PRESIDING OFFICER. The

Chair has not ruled and will not rule
under the Parliamentarian's advice
until the Chair acts on the motion to
waive the point of order on a series of
these items.

Mr. DOMENICI. I yield 3 minutes to
the Senator from Pennsylvania.

Mr. KERRY. Parliamentary inquiry.
The PRESIDING OFFICER. There is

no time until we use this 10 minutes.
except for that purpose.

Mr. KERRY. Parliamentary inquiry
takes precedence over request for time.

The PRESIDING OFFICER. Not un-
less——

Mr. DOMENICI. I yield 3 minutes to
the Senator from Pennsylvania.

Mr. SANTORUM. I want to let people
know what is in this motion. What this
motion would do, what the motion of
the Senator from Nebraska would do is
strike the 5-year limit. There will no
longer be a time limit on welfare.

Some people would like that, but we
voted 87 to 12. You want to end welfare
as we know it. in what the President
said he campaigned on, put a time
limit on welfare. If this motion is not
waived, we will not have a time limit
on welfare.

The growth formula—we worked very
long and hard on trying to find money
to be able to give to the States as they
grow under the welfare system. All the
growth formulas are struck—no more
money. Whatever you get in the origi-
nal formula, you do not get any addi-
tional money. We do not take into ac-
count any growth in welfare popu-
lation. They strike it all.

Want to provide for assisted suicide
payments? You can do that. Under the
original bill, you cannot actually reim-
burse people who actually tried to go
Out and help people kill somebody else.
Now you can. You can do it because we
will strike it under this provision.

There is a laundry list of things here
that are just punitive. We had a vote.
an overwhelming vote, on doing some-
thing about illegitimacy. We talked
long and hard about how we wanted to
do something on illegitimacy. The
bonus for States who reduce their out-
of-wedlock birth rate is struck from
the welfare. Everyone will come back
home and say we care about it and
strike it.

So, no time limit on welfare. No
growth formula for States —and many
of you profit very well on both sides of
the aisle from the growth formula put
in place—for more money. It is gone.

Ijust want people to think long and
hard. You have basically gutted the
welfare bill. There is no way this thing
will be able to survive and States will
be able to survive under the rules that
you will put into effect here.

I hope that we would stand by the 87—
2 vote on this welfare and stand by the
Senate vote before and vote with the
:hairman of the Budget Committee on
his motion.

The PRESIDING OFFICER. The Sen-
ator has 3 minutes and 12 seconds left.
The Senator from Nebraska has 4 min-
utes and 47 seconds left.

Mr. EXON. Mr. President, I yield my-
self 2 minutes.

I rise to oppose a motion to waive,
including a major welfare bill in this
massive. multi-page bill under a fast-
track procedure. It is a gross violation
of the process. It is extremism.

Yes, most of us voted for the welfare
bill, as did this Senator. But putting
this major policy change in a bill
whose sole purpose is to reduce the def-
icit is abuse. This is just the sort of
thing that the Byrd rule was designed
to prevent.

I urge my colleagues to reject this
motion to waive.

I yield 30 seconds to the Senator from
New York.

Mr. MOYNIHAN. Mr. President,
about 2 weeks ago we made a profound
mistake in voting the welfare measure
we did. A report now surfaces from the
White House that says it will instantly
plunge 1.1 million children into pov-
erty.

If that is the desire of this body, vote
not to waive. You have a chance of re-
demption.

The PRESIDING OFFICER. The Sen-
ator has 31/2 minutes remaining.

Mr. EXON. I yield 2 minutes to the
Senator from South Dakota.

Mr. DASCHLE. Mr. President, I voted
for the welfare bill, as well.

Let me say I do not hold the same
view as the distinguished Senator from
New York about the consequences of
the bill that we passed here in the Sen-
ate.

Obviously. I would like to see a lot
more done in welfare reform, and ulti-
mately I think we will do a lot more. If
we feel strongly about welfare, it is im-
portant enough to separate Out from
reconciliation. It ought to stand on its
own. It ought to be considered policy
for policy sake, not a source of reve-
nue, referred out of current welfare
programs into other things.

That is what we are doing in the rec-
onciliation package. That is why I sup-
port the point of order raised by the
ranking member, the Senator from Ne-
braska.

Mr. DOMENICI. I yield back the bal-
ance of our time. I ask for the yeas and
nays on the motion to waive.

The PRESIDING OFFICER. The Sen-
ator from Nebraska has 2 minutes re-
maining.

Mr. EXON. I yield 2 minutes to the
Senator from West Virginia.

Mr. BYRD. Mr. President. I voted for
the welfare bill, but I did not vote on
each of the items, which may be in vio-
lation of the Byrd rule on this bill.
That is what we are narrowing it down
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to at this point. Is it extraneous to the
reconciliation bill?

A point of order has been made
against certain areas, against certain
amendments, as being in violation of
the Byrd rule. That is the question to
be decided.

The Senator from New Mexico. the
distinguished manager, has moved to
waive this Byrd rule point of order.

The Senate will vote one way or the
other. If the Senate votes to waive the
point of order, then there is no point of
order. It falls. But if the Senate votes
not to waive the point of order, then
the Chair will rule on each of the
amendments. either en bloc, or. if there
are one or two that the Chair disagrees
with, he can so state, as he sees it.

I hope the Senate will uphold the
Byrd rule, the intention of which was
to rule Out extraneous matter in rec-
onciliation bills. No matter what your
thinking is on the welfare bill—and the
point of order has now been made—is
that bill extraneous in the context of
the interpretations that have been
made, the precedents. the definitions,
and the rule itself?

I hope the Senate will vote against
the motion to waive so that the Chair
may rule on the point of order.

Mr. DOMENICI. Mr. President, I won-
der if I could reclaim 45 seconds of my
time.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.
Mr. DOMENICI. Mr. President, every

rule, including the Byrd rule, is made
for waiver. It is not a rule that Sen-
ators cannot apply any judgment to.
And the reason we think this is appro-
priate is because 87 Senators have al-
ready voted for these provisions. I
mean, I do not bring a waiver of the
Byrd rule here willy-nilly just to defy
the very admirable efforts of the Byrd
rule to keep a bill rather clean. I3ut I
do not think leaving in a welfare bill,
which is in this reconciliation bill, pro-
visions that you already voted for with
87 votes, I do not believe that is a triv-
ial matter for those who voted for it, if
they are going to vote the opposite way
tonight as they choose to strip the wel-
fare bill of provisions they voted for be-
fore.

If I have any time remaining, I yield
it back.

Mr. CONRAD. Will the Senator yield
for a question?

Mr. President, I ask unanimous con-
sent for just a moment for a question
of the Senator from New Mexico?

The PRESIDING OFFICER. State the
request.

Mr. CONRAD. The question that I
would have—

The PRESIDING OFFICER. How
much time?

Mr. CONRAD. Thirty seconds.
The PRESIDING OFFICER. Is their

objection?
Mr. CONRAD. Does the waiver of the

Senator from New Mexico only apply
to welfare provisions?

Mr. DOMENICI. That is correct. I
have taken Out of the large package
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purposefully only those that apply to
welfare and ask that we waive them.
Then we will go on to vote and see
what we want to do about it.

Mr. CONRAD. Do we have a list of
what those provisions are?

Mr. DOMENICI. Yes, we do.
Mr. CONRAD. Could Senators have a

copy of that before they vote?
Mr. DOMENICI. Sure. I had 10 or 12

made. I will be happy to give them to
you.

The PRESIDING OFFICER. Did the
Senator say he wished time to deliver a
copy to every Senator before the Sen-
ate votes?

Mr. DOMENICI. No. I said if any Sen-
ators want to see it. we have it avail-
able.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The

question is on agreeing to the motion
of the Senator from New Mexico. On
this question. the yeas and nays have
been ordered, and the clerk will call
the roll.

The assistant legislative clerk called
the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 53.
nays 46, as follows:

IRolicall Vote No. 555 Leg.)
YEAS-.-53

Abraham
Ashcroft
Bennett
Bond
Brown
Burns
campbell
chafec
coats
cochran
cohen
coverdell
craig
DAmato
DeWine
Dole
Domenici
Faircloth

Frist
Corton
Cramm
Crams
Crassley
Crcgg
Hatch
Hatfield
Helms
Hutchison
Inhofe
Jeffords
Kassebaum
Kempthorne
Kyl
Lott
Lugar
Mack

Mccain
Mcconnell
Murkowski
Nickics
Pressler
Roth
Santorum
Shelby
Simpson
Smith
Snowe
Specter
Stevens
Thomas
Thompson
Thurmond
Warner

NAYS—46
Akaka
Baucus
Biden
Bingaman
Boxer
Bradley
Breaux
Bryan
Bumpers
Byrd
conrad
Daschle
Dodd
Dorgan
Exon
Feingold

Feinstein
Ford
Clenn
Craham
Harkin
Heflin
Hollings
lnouye
Johnston
Kennedy
Kerrey
Kerry
Kohl
Lautenberg
Leahy
Levn

Lieberman
Mikuiski
Moseley.Braun
Moynihan
Murray
Nunn
pell
Pryor
Reid
Robb
Rockefeller
Sarbanes
Simon
Wellstonc

The PRESIDING OFFICER. On this
vote, there are 53 yeas, 46 nays. Three-
fifths of the Senators duly chosen and
sworn not having voted in the affirma-
tive, the motion is not agreed to.

Now, if the Senate will be in order.
Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. I suggest the absence of a

quorum.
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The PRESIDING OFFICER. Will the

Senator withhold for the Chair to state
one problem?

Mr. DOLE. The Chair is not going to
rule.

The PRESIDING OFFICER. No. but I
wish to state that the Chair has been
informed that each of these extraneous
provisions is subject to a motion to
waive. It would be incumbent on the
Chair somehow to get an agreement
with the Senate how to handle this. We
have never handled such a massive list
of extraneous provisions before.

The majority leader has suggested a
quorum. The clerk will call the roll.
There is this problem.

The legislative clerk proceeded to
call the roll.

Mr. DOLE. I ask unanimous consent
that further proceedings under the
quorum call be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senate will be in order. Will Sen-
ators please take their seats?

Mr. DOLE. I ask to proceed for 2 min-
utes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DOLE. Mr. President, I think
rather than take further time of the
Senate tonight. we can knock all the
other provisions Out in conference with
the Byrd rule, the very selective list
sent up by the Democrats. We can take
care of the other provisions in a con-
ference. They are also subject to the
Byrd rule. So. I think rather than do
that here this evening, we will take
care of those in conference.

Let the Chair rule, en bloc.
The PRESIDING OFFICER. The

Chair is prepared to rule pursuant to
the general order provisions that were
added to the Byrd rule in 1990. And the
Chair, on the advice of the Par-
liamentarian. does rule that of the 49
items listed on extraneous provisions,
46 are well taken, 3 are not.

One is the provision regarding ex-
emption of agriculture and horti-
cultural organizations from unrelated
business income tax on associate dues.

The second is the tree assistance pro-
gram under the Committee on Agri-
culture.

And the third is the provision of the
Commerce Committee dealing with the
Spectrum language on page 207.

Those are the three items.
The Chair must advise that after

such a ruling any Senator may appeal
the ruling of the Chair.

Mr. DASCHLE. Mr. President, just a
point of inquiry.

If this material would be incor-
porated in the conference report, when
it comes back would it be subject to
the same point of order?

The PRESIDING OFFICER. The
Chair is advised it would be.

Mr. DASCHLE. I thank the Chair.
Mr. DOMENICI. Did you rule?
The PRESIDING OFFICER. The

Chair ruled that 46 items listed on the
extraneous provisions are subject to
the Byrd rule. Those items are individ-
ually appealable.
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The clerk will enter in the RECORD those that were ruled upon pursuant to The extraneous provisions are as fol-

those items presented to the Chair and the advice of the Parliamentarian, lows:

EXTRANEOUS PROVISIONS, RECONCILIATION, 1995

Subtitle and Section Subject Budget Act Violaticn Explanation

1113(e)(2)

1115

Sec 2001

3002

TIRE 1.—AGRICULTURE

Makes available additicnal peanuts if maitet price ex 313(b)(1)(A) No btxlgetary impact
ceeds 120% loan rate.

Savings adjustments to prorate paymenfl to farmers ii 313(b)(1)(A) Nc btxlgetary impact
deficit targets aren't met

TIRE IL—ARMED SERVICES

Sale of Naval Petrotim Reserves 313(b((1)(E) The sale of Naval Petrcletsm Resave Nwrbeced 1 (Elk Hills). as provided in 7421a., and the sale of naval petro-
leum reseives cthu than Naval Petroleum Reserve Numbered 1 (Elk HiIls(, as provided in 7421b.. produce a
less of cffsetting receipts in tt cutyears that us not offset within the tiUe. Specifically. C8O estimates that
selling the NPR will result in a loss ci cffsetting receipts in years 2003—OS of $1.02 brllisn. Thus, the provi'
sion produces reverue losses in years riot covered by the budget resolutin

TIRE llI.—BANKNG AND URBAN PFFAIRS

Deposit Insurance Study, Requires Secretary cf the 313(b)(1)(A( Instituting a study does net have an impact on the deficit ot in cost estimate(.
Treasury to conduct a study on conveiting the FOIC
into a self-funded deposit insuran syscm.

liRE W.—COMMERCE, SCIENCE, AND TRANSPORTATION

4002 Annual Regulatoq Fees - 313(b)(1)(A( Authorizing regtilalory fees has nc impact ai the deficit until after appropriations. (not in cost estimate).

liThE V—ENERGY AND NATURAl. RESOURCES

Subtitle B, DOt
5100 .. California land Directed Sale

Pait It
592D

Subtitle F, Oil and Gas:
5509

5510

5512 ...._

&ibtitle B. IMdicaid:
2106 — Medicaid Task Fcr ...... 313(bX1XA(

No assistance br More Than Five Years

State opti to Ceny Assistance For Out of Wedlock
Births to Mbcrs.

State option to Deny Assistance For Children Ban to
Families Rec&ving Assistance.

Grant lnaeased to Reward States That Reduce Out-of.
Wedloa bhlM.

Performance Bonus and High Pestormance Bonus

Seices Provided by Qiaritable. Religious, or PTivate Cr- 313(b)(1XA)
ganizatiort

Disclosure or Receipt ob Fed Funds 313(b)(1RA)

Repeal of Maintenance of Effort Requirements Applicable 313(bHlflA)
to Optional State Programs f SuppIemitaticm ef SSI.

Eligibility f SSI Benefits Based on Soc. Sec. Retirement 313(bXl)(A)
Age.

Reductions in Federal Bweaucncy 313(b)(1((A)

Abstinence Education in Welfare Reform Legislaticn 313(bXl((A)

SoS Regarding Corrections of Cost of Living Adjustments 313(bXlflA)

Extraneous; r budgetary impact The Secretary is to establish and provide admintrative supporl f a Medicaid
Task Force: membership is specified. An advisel) group is to be established f the Tag For; tie member-
ship ol tie advory group is specifiet

Extraneous no budgetary impact Supewaiv. Allows State to use up to 30 percud of the want during a fiscal
year to carry out a State ogram pursint to a waiver granted und Section 1115 invoking the new Temp.
Assistan black grant MCII block grants, SSI, Medicare, Title LX (SSBG( and th Food Stamp program States
required to approve or disapprove wafvtr within 90 days and State are tc €ncurage waivers.

Exuaneous t budgetary impact No payments made to pay for or assist in the purchase in whole cr in part of
health benefit coverage that includes payment for any drug. bicbgical product x service which was tunnished
for the puqse of causing or assisdng in using. the death, suicide. ernhanasa, w mercy killing of a pu-
san.

Extraneous t budgetary impact This title shall not be cwrstnied as providing fo' an entitlement

Extraneous: costs. Provides additional grants to States with hiter populalion growth and average spetidit less
than the national average.

Extraneous: no budgetary impact. A State may apply to a family some or all cf the rules, including benefit
amounts, or the program operated by the family's fwmff State if the family has resided in the current State
less than 12 months.

Extraneous; does net scott States may tt provide assistance for more than 5 years on a cumulative basis; n
opt to provide it for less than S years

Extraneous; does ut score. States may deny assistance for a child born out-of-wedlock to an individial who has
not attained 18 years of age. cr bci the individual.

Extraneouz does not sce. States may ny assistance Icq a minor thud who is born to a recipient of assist-
an.

Eitraneous costs. Provides additiwial funds to States that redice out-of-wedlxk biiths by at least 1 rcent
below 1995 levels. art whose rate of abortion do not increase. Secretary can deny the funds if the State
thanges methods cf rertit data.

Exflneous costs. S States with highest percentage perfounarte improvement receive a bonus. Note: this is paid
for with previais year's petrallies so sane might claim it is deficit neutral. Hvwev, it is a separate and ths-
crete sectiort

Extraneout no cost impact Nluas States to provide services (trough contracts vñth ch&itab, religious, or r-
vale organizations.

Extraneous no cost impact

Estraneou no cost impact Savings acuws to the Statt

Extraneous: no ccst impact within the 1-year budget window.

Radio and TV Site Communication Fees .. ..

Royalty in Kind

Royalty Simplification

Delegaticn to States

Section 6002Cc) Rescission of highway demonstration projects

189sA(b)(1)(s)gii)

7116 ..

7175

Medical savings amounts of the Social Seewity Act as
added by sec. 1001 cf the bill.

Ai4kicthact raffles ........

Budget Expeiditure Limitation Tool (BET) ..

Byrd 313(bfll)(D( Savings are merely incidental tc the trarf of Federal land QHard Valley) to the state of California br the pur-
pose of creating a lowlevel radioactive waste site.

Byrd 313(b((lflA( Extraneous, no bud9etary impact Enactment cf this section would have no impact on receipts because the base-
line a!ready assumes that the BLM and the Forest Sevice would raise fees by the level beginning in 1996.

Byrd 313(b((1((A( Nonbudgetary. Clarifies the Secretary's option to take royalty of cit and gas in kind.
Byrd 313(bRl((A) Non budgetary. Requires the Secretary to streamline royalty manageniait requirements. and submit a repcit to

Congress.

Byrd 313(b((1((A) Delegates varicus auditi responsibilities to the States.

TITLE VI.—ENVIRONMENT AND PUBLIC WORKS

313(b((1)(C( This section is not within EPV5 irisdiction.

TIRE VD.—FtNRNCE. SPENDING

313(b)(1)(B) Creates Medical Savings Accwnts. Increases the deficit by $3.5 billion over 1 yean.

313(b)C1)(A) Dfrects Seattary to study benefits at volume and combinatiwt benefits under Medicare. Produces no change in
outlays or revemses.

313(b)(1((A) Produces no change in outlays or revewes.

liRE Vll.—F!NRNCE, MEDICAID AND WELFARE

2122(g) .. Aiithcñty to Use Pmticn of Payment for Other Psposes .. 313(b((1XA(

2123Qi) ... ...... Treatment of Assisted Suicide — 313(b((1)(A(

Individual Entitlenient

Supplemital Grant for Populathn Increases n Certain
States.

Treat Interstate Immigrants Und Rules of Foni2r State

313(bXl)(A)

313(b)(1XB)

313(b)(1((A)

313(b)(1RA)

313(b)(1((A)

313(bXl((A)

313(b)(1)(B)

313(b)(1XB)

2174

Subtitle C. Welfare

403(4(3)

403(bX2) ..

405(b)(1(

406(b) ..

406(c) ... ..

406(fl .......

418

7202 ...

7207 ...
Subtitle I), SSl:

Chapter 5: 7291

Chapter 6: 7295

Subtitle G, Othe welfare
Chapter 1:

7412

7445

Subtitle i, ColAs:
1481

§ 10002(c) (1( "(a)(2flCy'

§10003(d)
§10003(e)

Eitraneeus; no dirat spending impact Reduction is on the discretionary side of the budget.
Extraneous: no direct spending impact Arnhaization of apoiations.

Eitraneeus; no direct spendinq impact F&ids that the CPI overstates the cast of living in the US. and that the
overstatemt undermines the equitable administration cf Fedal benefits. (resses th2 Sense of the Sajate
that Federal law should be corrected to accurately reflect future changes in the cost of living.

fiRE 0.—LABOR AND HUMJN RESOURCES

Participation of Institutions and Administration of Loan 313(b)(1XA( Total administrative funds are fixed à 1002(cXl)(aXl((A)". therefore the limitation on indirect eipenses and the
Programs, Limitation on Certain fadministrativa] Ei- use of funds for notion does rmt sare.
penses.

Loan Terms & Conditions. Use of EIVCITOI* Forms 313(b)(1)(A) Permitting development of forms does net score. INat in cost estimate.J
Loan Terms & Condilions. Application for Part B Loans 313(b)(1)(A) Clarifying use of ectronic fms does not scoi-e. INot in cost estimate.J

Using Free Fedal Application.
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Subtitle and Section Subject Budget Act Violation Eaplanatii

§ 10005(g) amendments Affecting Guarantee Agencies. National Stu- 3131b)I1)IA) Ponoifling autinarity to use clearinghouse is not a teen and condition. [Not in cost estimate.J
dent Loan Clearinghouse.

§ 10005(h) Omendments Affecting Guarantee Agencies, Prohibition 313(b))1)IA) Only recovery of reserves scores. (Not in cost estimate.I Not term or condition of § 10005(b), Ic), (, or ).
Rngarding Manheting, Advertising, and Promotion.

lIRE OIL—FIN ANCE

Distribution to collectibles ... 313(h))1)(A) No budgetary impact.
Requires Secretary of laber to implement a program to 313(bRl))A( No budgetary impact.

encourage small businesses to find qualified employ-
ees.

Exempts Alaska from diesel ein9 requnentents 313(b)(1)(D) Merely incidental budgetary impact, loins Tax Committee scores as a Si million loss aver seven years.
Provides exceptions to the notification requirements to 313(b)(1)(A) No budgetary impact. Joint Tax Committee scores as negligible.

beneficiaries of charitable remainder ttusts.
Reduces insonance premiums to reachback companies ... 313(b))1)(D) Merely incidental.
Exempts Simple retirement from ERISA 313(b))1))A(. 313(b)(1)(C( ... No budgetary impact. lurisdiction of labor Committee.
Medicare Consumer Protection Act—fequlation of healtin 313)bRl))A). 313(b)(1((D( ... No budgetary impact. Merely incidentaL

care insurance duplication.

Mrs. MURRAY. President, we have
been debating this budget reconcili-
ation for several days now, and I must
say it looks no better now than it did
when we were debating the budget res-
olution 5 months ago. In fact, its de-
tails are more troubling than I could
have imagined, and, not surprisingly,
the concern in my home State is much
greater than I ever predicted.

What concerns me most is this budg-
et seems to have no core values or prin-
ciples that mean anything to American
families. Its principles seem to be pro-
gram cuts for the sake of program cuts,
and tax cuts for the sake of tax cuts,
with little regard for the consequences,
I cannot understand the philosophy
that prevails here that we have to
somehow scorch the Earth in order to
balance the budget.

Mr. President. I. too, want to balance
this Nation's budget. In fact, I am
proud to say I supported the 1993 budg-
et package. That plan has this Nation
on the right track; since its passage,
our annual deficits have declined in
each consecutive year. Earlier in this
debate, I supported a balanced budget
proposal put forth by my colleague
from North Dakota, Senator CONRAD.
His plan would have balanced our Na-
tion's deficit in a fair and equitable
manner. It would have maintained a
commitment to education, health care
and retirees. It would have brought our
spending in line with our national pri-
orities. and it would have postponed
the tax breaks until we can afford
them. It was a responsible and realistic
alternative; most importantly, it had
core values and principles that are im-
portant to every citizen in this coun-
try.

And, I, too, want to reduce taxes. Be-
lieve me, I know what it takes to raise
a family. balance the family books and
pay taxes. I know how badly my friends
and neighbors want tax relief, and I un-
derstand how difficult it can be for
families to cope with their tax burdens.
I also know how expensive it is for
small, family-owned businesses to keep
their businesses in the family, and I be-
lieve targeted estate tax relief is one
example of good tax reform; as is al-
lowing first-time homebuyers to make
tax-free IRA withdrawals for the pur-
chase of a new home.

But, there is a right way and there is
a wrong way to balance the budget, and
the plan before us balances our budget

the wrong way. We cannot afford to
balance this Nation's budget on the
backs of our children and the elderly.
so that those who are already better off
can put more cash in their checking ac-
counts. We cannot afford to give tax
breaks to people who don't need them,
and then increase taxes on the working
poor and health insurance on the elder-

'It is interesting to note that many of
my colleagues argue on behalf of this
budget package by claiming it will ben-
efit our children and grandchildren in
the long run. They claim we will give
our children a better economy and
lower interest rates tomorrow by bal-
ancing the budget today. They fail to
note that this plan cuts our invest-
ments in the future to do so: programs
like head Start and WIC and college
loans and AmeriCorps.

I ask, what good will lower interest
rates do for my children and grand-
children if we reduce their access to
higher education and vocational train-
ing, ultimately limiting their ability
to acquire the skills they will need to
find a family wagejob?

Moreover, the proponents argue these
tax breaks will enable families to save
more for the future. However, current
estimates reveal that these tax breaks
will increase our Nation's debt by
roughly $93 billion. That's $93 billion
our children and grandchildren will be
paying back through higher taxes
later. This sounds like the 1980's all
over again.

It is imperative that we understand
how this budget plan really impacts
our children and families. How does it
impact average Americans? Does this
budget provide hope, or does it tell
hardworking Americans they're on
their own? Does it provide security and
safety for our children and elderly, or
does it lead to uncertainty and anx-
iousness? These are just a few of the
important questions I considered when
looking at this budget reconciliation.
We should be providing hope for the
families that are struggling to pay
their rent, feed their children and care
for their elderly parents. Instead, we
are showing these families and their
children that the only way to address
these difficult issues is to cut the heart
Out of what they need to survive—edu-
cation, health care and goodjobs.

Last month. I held a forum back in
Washington State to talk about the

varied issues surrounding Medicare. I
expected one or two dozen to attend.
Instead, over 500 people showed up to
express their views, people are con-
cerned, They are anxious, and not quite
certain what a $270 billion Medicare
cut means to them. How much more
money will be taken Out of their Social
Security check each month? And what
are seniors on a fixed income going to
get for their sacrifice? I hope it is more
than a tax break for somebody else.
This budget is not providing certainty
or hope. My constituents see difficult
times ahead. They are wondering how
they will pay for health care.

And then there's Medicaid. This pro-
gram serves the elderly in nursing
homes, the adult disabled, pregnant
women, and children—the most vulner-
able in our society, and the working
families that support them and care for
them every day. This budget will take
$187 billion Out of Medicaid, do away
with the standards of care, block grant
the program, and let States decide who
won't have their medical costs covered.

The fears that working families have
about the Medicaid cuts can best be
summed up by a letter I recently re-
ceived from a worried mother:

What will happen to our family when my
mother, who has Alzheimer's disease and
lives with us. has no more funds and we can
no longer care for her at home? My chil-
dren's education depends on both my hus-
band and me working. If one of us becomes
unemployed or must take on full-time care
taking responsibilities, we risk grave finan-
cial consequences for all of us.

The lack of social priorities isn't the
only problem in this budget. It fun-
damentally stalls the best economic
development initiatives this country
has in order to compete in the global
marketplace.

There are over 30,000 Boeing employ-
ees in my home State on strike as we
speak. There No. 1 issue isjob security.
The global economy and increased
competition has made these employees,
and many others like them, uncertain
about the future. They increasingly
look to us for support. They want to
know what the Federal Government
will do to help them compete in the
global marketplace.

This budget provides no security or
hope. Instead, it proposes deep cuts in
trade promotion programs and trade
adjustment assistance. It demolishes
the Commerce Department at a time
when Secretary Brown has maximized

12104
12401

12431
12105

12814
12131b
12202d
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its effectiveness on behalf of American
businesses. This budget sends the ms-
sage that the Federal Government will
provide no leadership in international
competition. and has no role in cul-
tivating good. high-paying jobs that
will lead our families into the 21st cen-
tury.

And what about the tax increases in
this budget? This budget says working
families do not count in the scope of
principles governing this budget.

Many families will see tax increases
because of the proposed cuts to the
earned income tax credit. We all know
how important the EITC is, and were
all aware of the bipartisan support it
has received over the years. As Presi-
dent Reagan once said, this credit is
one of the most successful profamily.
prowork initiatives ever to come Out cf
Congress.' The budget before us will
reduce the EITC by $43.5 billion over 7
years. In my home State. low-income
working families with two children
will see a $452 tax increase in 2002 arid
a $522 tax increase in 2005.

The worst aspect of this tax proposal
is that it increases taxes on approxi
mately 17 million hard-working Amen.
cans while the top 13 percent of income
earners will reap 40 percent of the tax
breaks. Does this provide security arid
hope for our low- and middle-income
taxpayers? It does not. Reducing the
EITC simply will drop many working
families into poverty, and make it
more difficult for families to take care
of their children and parents.

The environment doesn't escape this
budget. either.

I am concerned about the impacts
this bill will have on public lands and
other national assets. For decades, the
Congress of the United States has rec-
ognized that our public lands and as-
sets are too precious to sell unless
their sale is in the best interest of the
public. But it appears to be a new day.
Today, this committee may vote to
sell—or lease—our children's heritage
to pay our debts. The leasing of the
Arctic National Wildlife Refuge in par-
ticular is not an issue of revenues. It's
a question of values. It's a question of
whether we are willing to trade off
open space, parks. wilderness, and wild-
life values—the natural legacy for our
children—for a short-term payment to-
ward the bills we have accumulated—or
worse for a tax cut for ourselves.

There truly is a right way to balance
the budget: a way that provides secu-
rity and hope and a way that assures
average Americans that we are looking
out for them. I tried to instill some of
this common sense into the budget res-
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olution, and I am pleased the Senate
responded to my amendment calling
for an appropriate level of Impact Aid
funding. I only wish we could have had
more cooperation across the board on
other education needs like Head Start,
School-to-Work, and Safe and Drug
Free Schools, and AmeriCorps.

Mr. President, given the fundamental
disrespect for families in this budget. I
am forced to oppose this reconciliation
package. It does not have important
core principles, arid I'm afraid it is
leading toward an America far dif-
ferent from the one I grew up in. I am
alarmed at its shortsightedness. I fear
it was motivated by a desire to balance
the budget by a given date, regardless
of the consequences.

This budget leads us down a new
road: a road none of us have traveled.
It says the Federal Government is no
longer responsible for the welfare of its
people. But, yet, who will be? Who will
rise to the occasion? Who will pick up
the slack? None of us know, but each of
us should be prepared. Prepared. be-
cause this budget is calling each of us
to be more vigilant, more aware of the
needs of our families and neighbors,
more willing to pay for the health care
needs of our parents, children, and
friends. Those of us in this room may
be able to pick up the slack, but many
in our home States will be hard pressed
to meet this challenge.

This budget is not good public policy.
It is not why I was elected, and its cer-
tainly not what the families in Wash-
ington State want.

Mr. HOLLINGS. Mr. President, once
again, we are lying to the American
people. Instead of a serious attempt to
get our fiscal house in order, the rec-
onciliation bill that we are now consid-
ering is little more than a political
document. It is more about getting a
Republican in the White House than
getting rid of red ink. The American
people will not be fooled. The Repub-
lican reconciliation bill does not bal-
ance the budget—it merely front loads
goodies such as the tax cuts and back
loads all the tough decisions. Mr.
President. I ask unanimous consent
that two tables that I have prepared
exposing the realities of the GOP budg-
et be included in the RECORD at this
time.

There being no objection, the tables
were ordered to be printed in the
RECORD, as follows:

'Here We Go Again•': Senator Ernest F.
Hoilings

fin billions of dollars)

1995 CBO outlays 1.530

October 27, 1995
1996 CBO outlays 1,583

Increased spending +53

GOP "SOLID," "NO SMOKE AND MIRRORS" BUDGET PLAN

Fin billions of dollars]

C9O CBOear
outJas revenues

CtmuIative
deficits

1996 .. 1,583 1,355 —228
1991 1.624 1,419 -205
1998 1.663 1,478 —185
1999 .. 1.718 1,549 -169
2000 1.719 1,622 '—157

2001 1.819 1,701 —118
2002 1.874 1,884 .10

Total 12,060 11,008 —1,052

DEBT ('OFF CBO'S APRIL BASELINE)

(In billions of dollars)

National biterest
debt c5ts

1995 4,927.0
1996 5,261.7
1991 ......... 5,551.4
1998 ... 5.821.6

336.0
369.9

31.6
390.9

1999 ......... 6,081.1 404.0
2000 . 6,331.3
2001 6,575.9
2002 .. 6,728.0

Increase 1995—2002 1,801.0

416.1
426.8
436.0

100.0

1996 2002

'Debt includes (off CBOs August.baseline):
1. Owed to the Irust funds ......., 1,361.8 2,355.1

2. Owed to Covnment accts .... 81.9 (2)

3. Owed to additional baTowing .._...._........ 3,794.3 4,372.7

(Nott No "unified' debt just total
debti ........ 5.23&0 6.728.4

PapV' Balancing:
1. By borrowing and iitreasing debt

(199S—2002)—liIudes $636 billion
'embenlemeiit of the Social Sectrit
Tnist Fund ...... . 1801.0

2. Smoke and rrors ........._ ....

ichjded above.

ln billions of doIIrS)

Outlays Revue5

2002 CBO BASELINE 8UDCET ._ - 1874 1.84

This assumes:
1. Disaetionar Ireze plus disationag

cuts (in 2002) . ...._ —121

2. EntitIemett cuts and interest savings (in
2002) .. .. .. -226

[1996 cut. $45 spending redx.
lions (in 2002) .._ ......... ...._..........._. —347

Using SS Trust Fund .._ . ........ —115

lotai reductiS (in 2002) _...._ —462

+ ncreased B&rowing from tax cut —93

Crarxltotat .... ... —555

Promised balanced budgets

un billions of dollarsi

1981 budget

1985 GRH budget
1990 budget

By fisca' year 1984.
By fisca' year 1991.

3By fiscal year 1995.

BUDGET TABLES: SENATOR ERNEST F. IIOLLINGS

'0
20

320.5

Govfl1n1i1t
Trust funds Unified delict Real deficit Gross FedaI debt Gross intefest

(outIas in biflions)

1969
1970

183.6
195.6
210.2
230.7
245.7
269.4
332.3
371.8

—0.3
12.3
4.3
4.3

15.5
11.5

4.8
13.4

+3.2
—2.8

—23.0
—23.4
—14.9

—6.1

—532
—73.1

+2.9
—15.1

—27.3
—27.7
—30.4
-17.6
—58.0
—87.1

365.8
3O.9
408.2
435.9
465.3
483,9

541.9
629.0

16.6
19.3

21.0
21.8
242
29.3
32.7
37.1

. ,.,.

1971 ... . .,

.

1973
1974
1975
1976
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Year Trust runds Unified deficit Real deficit Gross Federal debt Gross interest

1971
1978

409.2
45t1
504.0
590.9
618.2
145.8
808.4
851.8
946.4
990.3

1,003.9
1.0641
1,143.2
1,252.1
1323.8
1380.9
1,408.2
1,460.6
1,530.0
1,583.0

23.1

11.0
12.2

5.8

6.1

14.5
26.6
1.6

40.6
81.8
15.1

100.0
114.2
111.2
122.1
113.2
94.2
89.1

121.9
121 8

—53.1
—59.2
—40.1
— 13.8

— 19.0

— 128.0
—201.8
—185.4
—212.3
—221.2
—149.8
-155.2
—152.5
—221.4
—269.2
—290.4
—255.1
—203.2
—161.4
— 189.3

—114
—10.2
— 52.9

— 19.6

— 85.1

—142.5
—2344
—193.0
—252.9
—303.0
—225.5
-255.2
—266.1
—338.6
—391.9
—403.6
—349.3
— 292.3

—283.3
—331.1

106.4
716.6
829.5
909.1
994.8

1131.3
1,311.1
1,564.1

1,811.6
2,120.6
2,346.1

2,601.3
2,858.0

3206.6
3,598.5
4,002.1
4,351.4
4,643.1
4,921.0
5,238.0

41.9
48.1
59.9
14.8
95.5

111.2
128.1
153.9
118.9
190.3
195.3
214.1
240.9
264.1
285.5
292.3
292.5
296.3
336.0
348.0

1979 ..

1980
1981
1982
1983
1984
1985
1986
1981
1988
1989
1990
1991
1992
1993
1994
1995
1996 estimate

Source: CBO's January. April, and August 1995 Reports

Out'ays Revenues

CBO baseline assuming budget resIuion 1,814 1,884

This assume
1. Disaetionary freeze plus discretionary

ails fin 2002) —121
2. Entitlement cuts arid interest savings (in

2002) —226
3. Using SS Trust Fund (in 2002) —115

Total reductions (in 2002) —462

ENERGY PROVISIONS

Mr. CRAIG. Mr. President. as a mem-
ber of the Energy and Natural Re-
sources Committee. I am pleased the
distinguished chairman. Mr. MuRKow-
SKI. has agreed to participate in a col-
loquy with me and my colleague from
Idaho. Senator KEMPTHORNE, concern-
ing the energy provisions of 5. 1357.
Has the chairman reviewed our pro-
posed amendment concerning aircraft
services for the Department of the In-
terior?

Mr. MURKOWSKI. Mr. President, I
have reviewed the amendment submit-
ted by the Senators from Idaho, and it
reads as follows:

On page 395. line 24. after shall insert
unless it would be more cost-effective for the
Department to use government-owned and
operated aircraft.'.

On page 396. lines 8 and 9. after suppres-
sion' insert and those that it would be
more cost effective to retain under sub-
section (a).'.

Mr. KEMPThORNE. As the chairman
knows, the Energy provisions of S. 1357
would change Department of the Inte-
rior practices relating to aircraft serv-
ices by requiring the Secretary to sell
all DOl aircraft and related equipment
and facilities—except those whose pri-
mary purpose is fire suppression—and
instead contract necessary aircraft

has a state in this debate. We are talk-
ing about millions and millions of
American families.

Unlike most other industrialized na-
tions. we stifle savings and investment
by overtaxing that savings and invest-
ment.

This capital gains bill rewards those
who are willing to invest their money
and not spend it. It rewards people who
put their money in places where it will
add to our national pool of savings.
Businesses can draw on this pool of
savings to meet their capital needs, ex-
pand their businesses, and hire more
workers.

Of course, people who are wealthy
can benefit from this proposal capital
gains cut but only because they are
willing to put their money in places
where that money will create wealth.

I would like to close with a quote
from this years Nobel Prize winner in
economics. Robert Lucas. He said, and
I quote. When I left graduate school
in 1963. I believed that the single most
desirable change in the U.S. tax struc-
ture would be the taxation of gains as
ordinary income. I now believe that
neither capital gains nor any of the in-
come from capital should be taxed at
all. Professor Lucas goes on to say
that his analysis shows that even under
conservative assumptions, eliminating
capital gains taxes would increase
available capital in this country by
about 35 percent.

I could not agree more on the need to
increase available capital and I would
invite anyone who does not think we
have a problem with available capital
to visit any of the thousands of eco-
nomically distressed urban and rural
countries across this country. While
the capital gains provision before us re-
duces, but does not eliminate the tax
on capital gains as Professor Lucas
would prefer. I hope that you will join
in supporting this provision.

AMENDMENT NO. 2985
Mr. BAUCUS. Mr. President, I voted

for the resolution offered by the senior
Senator from Pennsylvania which ex-
presses the sense of the Senate that
this body should enact a flat tax.

Our current Tax Code is complicated
and almost incomprehensible to many
of our citizens who must comply with
its provisions.

fIn billions of dollars]

1996 budget:
Kasich Conf. Report, p. 3 [Defi-
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services from private entities. Am I
correct that this provision is targeted

Ycar 2002 at saving tax dollars and stopping Gov-
ernment waste?

Mr. MURKOWSKI. The Senator is
-- 108 correct.

Mr. CRAIG. Mr. President. an inde-
pendent study of the Bureau of Rec-
lamation's Government-owned, Gov-
ernment-operated aircraft service in
Boise. ID, found that it saved more tax
dollars than other options, including
contracting Out. Would the chairman
agree that the committee did not in-
tend to eliminate truly cost-effective
programs that happened to be Govern-
ment-owned and operated, such as that
of the Bureau of Reclamation in Idaho?

Mr. MURKOWSKI. The Senator is
correct. Let me assure the Senators
from Idaho that we are committed to
achieving the best and fairest deal for
American taxpayers. We will work in
conference to further clarify the
changes in 5. 1357 to address the con-
cerns of my colleagues from Idaho.

Mr. KEMPTHORNE. Mr. President. I
thank the chairman for making a clari-
fication that I believe will serve the
best interests of taxpayers and the effi-
cient delivery of Government services.

Mr. CRAIG. Mr. President, I also
thank my chairman for accommodat-
ing our concerns while preserving the
fairness and cost savings of the Energy
Committee's provisions.

Mr. LIEBERMAN. Mr. President, I
am pleased that this bill contains the
essential elements of 5. 959. the Capital
Formation Act of 1995.

That bill, which I cosponsored with
Senator HATCH. had over 40 cosponsors.

I am pleased that the bill before us
contains a broad-based capital gains
tax cut as well as a targeted provision
which provides a sweetened incentive
to invest in small businesses. I would
have liked it if the real estate loss pro-
vision had been included by the Senate
Finance Committee and I intend to
work to see that that provision is in-
cluded in conference.

I think it is important to understand
that the benefits of a capital gains cut
are not limited to the wealthy. Anyone
who has stock, who has money invested
in a mutual fund, who has investment
property. who has a stock option plan
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It is high time that we simplify the

Tax Code. Simplification should and
must be on the front burner.

We need to consider a flat tax in our
search for simplification. But, what-
ever we do, we must not abandon fun-
damental fairness and progressivity.

A number of questions remain to be
answered with respect to the flat tax.
What will be the impact of disallowing
the mortgage interest deduction or the
charitable deduction? If companies can
no longer deduct their contributions to
employee pension plans or health care
plans—will they continue to make
those contributions?

There are a lot of questions that need
to be answered about a flat tax. But it
does have one thing going for it. It has
to be simpler than our current code.

As we develop an alternative to the
current tax structure, we want to keep
an eye on simplicity and fairness.

We need an alternative to our cur-
rent Tax Code. This sense-of-the-Sen
ate resolution starts us on our way to
structuring a simplified tax system.

ENHANCED EWrERPRI5E ZONE

Mr. LIEBERMAN. Mr. President. I
had intended to offer an amendment
with Senator ABRAHAM to supercharge
the enterprise communities and
empowerment zones we created in 1993

This amendment builds on 5. 1252,
the Enhanced Enterprise Zone Act of
1995, which I have introduced with Sen-
ator ABRAHAM. Our effort has been very
bipartisan—to date Senators
SANTORUM, MOSELEY-BRAUN. DEWINE,
BREAUX, and FRIST have all agreed to
sign on as cosponsors of 1252.

Across this country, there are differ-
ing views on the state of race relations,
affirmative action, and minority set-
aside programs like the 8(a) program.
Racial divisions in this country have
been highlighted by the O.J. Simpson
trial and to some extent. I believe.
healed by the message that came Out of
the Million Man March.

The differences across America on is-
sues like affirmative action and 8(a)
also exist among Members of the U.S.
Senate. That being said, I believe that
each and every Member of the Senate
believes the following: that regardless
of what we each believe we should do
about the racial divisions in this coun-
try. what to do about affirmative ac-
tion. and what to do about minority
set-aside programs, we all believe that
not enough is being done to help those
people who live and work in and want
to start business in the economically
distressed urban and rural areas of this
country. Any response to the economic
distress in urban and rural areas which
does not include a mechanism to at-
tract businesses and jobs back to these
areas is a response that is destined for
failure.

Last week the Senate Small Business
Committee held a hearing on 5. 1252
and former Housing Secretary Jack
Kemp had this to say:

The train wreck is not so much the inabil-
ity to reconcile the differences between the
House and the Senate over the budget
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The real train wreck is what those 400.000
men were saying on the Mall a few days ago:
that there are not enough jobs in America.
We are not creating enough opportunities for
people to become entrepreneurs, to become
owners, to become homeowners, to become
business owners. To get jobs not only as
truck drivers, but someday to own the truck
and maybe start a little trucking company.

We took a step toward identifying
and helping these areas of economic
distress by passing the Empowerment
Zone and Enterprise Communities Act
in 1993 with much-needed help from
this President. With the passage of
that legislation. Congress recognized
something that our States have ac-
knowledged for many years: Govern-
ment loses the war on poverty when it
fights alone. What we really need to do
is figure out a way to pull the people
and the places with little or no stake
in our economic system. into our sys-
tem.

The 1993 legislation was a fundamen-
tal change in urban policy. It was a
recognition that American business
can and must play a role in revitalizing
poor neighborhoods.

The 1993 legislation was a critical
step in the right direction. But we need
to go further, particularly in helping
the existing 94 enterprise communities.
This amendment is designed to super-
charge these zones. We propose to add
tax incentives and other Federal assist-
ance to these zones with an eye toward
the creation of economic opportunities
for the urban and rural poor.

Very briefly, this amendment pro-
vides a zero capital gains tax on the
sale of any qualified zone stock, busi-
ness property, or partnership interest
that has been held for at least 5 years
within an EZ or EC; it allows individ-
uals to deduct the purchase of qualified
enterprise zone stock from their in-
comes—up to $100,000 in 1 year and
$500,000 in their lifetime and it allows
businesses to double the maximum al-
lowable expensing for purchases of
plant and equipment in enterprise
zones.

This amendment also includes a
modified version of a proposal which
Senator HUTCHISON has been working
on to provide a limited tax credit to
businesses to help defray the cost of
construction, expansion, and renova-
tion. While revenue constraints have
forced us to scale back that proposal
we hope it will work so well that we
will want to expand it in the future.

A third initiative embraced by this
package is low-income home ownership
and residential management of public
housing. Jack Kemp has been instru-
mental in pressing us to make this
happen.

Setting down a stake in the system
as been out of reach for the poorest
among us for far too long. We believe
this amendment will create oppor-
tunity for those who work hard, owner-
ship opportunities for those who want
to own property and support for those
families who need it.

Last week, the New York Times car-
ried a story about Mr. Lavale Thomas.
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a former Green Bay Packer running
back and current black entrepreneur,
speaking to a group of high school stu-
dents in Washington, DC. And here are
the questions the students asked
Thomas: "How did you get a loan? Was
it harder for a black man to get banks
to lend money than a white man?
Would blacks buy from other blacks?
What did he give back to the commu-
nity?"

These are great questions for kids to
be asking. They all get at the issue of.
How do I become part of the system?'

This amendment is designed to make it
easier for these students to become
part of the system and to build a better
future for themselves.

While we will not be offering this
amendment today. I hope my col-
leagues will join me in supporting
much-needed help for our economically
distressed areas by supporting 5. 1252.

NURSING HOME STANDARDS

Mr. BAUCUS. Mr. President, I voted
yes today on the Cohen-Pryor amend-
ment to reinstate Federal nursing
home standards. I did so in part be-
cause the so-called Finance Committee
manager's amendment, which included
a provision on nursing home standards,
was not completed and available at the
time of the vote on Cohen-Pryor. The
language in the manager's amendment
may be preferable over Cohen-Pryor.
But, because the amendment was not
available for review. I was not able to
compare the language of Cohen-Pryor
with the manager's amendment to see
which is the better version for seniors
and nursing homes in Montana.

My vote on Cohen-Pryor in no way
means that I favor the Cohen-Pryor
amendment over the nursing home pro-
visions in the manager's amendment,
which the Senate hopefully will be able
to review later today.

Mr. LIEBERMAN. Mr. President. I
would like to take a moment to talk
about a proposal I have been working
on to make the child tax credit better.
This proposal. called Kid$ave. would do
much to address a number of the fun-
damental problems we face today as
well as the problems our children will
face in the future. I had hoped to offer
this proposals as an amendment to the
bill before us but I am not convinced
there is adequate time in this process
to give this proposal a thorough airing.
For this reason. I would like to outline
this proposal and ask that the con-
ferees on this bill review this proposal
in conference.

Kid$ave would transform the $500
middle-class tax credit being consid-
ered by the Finance Committee into a
long-term retirement savings account.
In addition to providing for the eco-
nomic security of the next generation.
the proposal would buttress savings
and investment for the economic secu-
rity of this generation.

KidSave allows parents to set aside
an annual $500 credit in an IRA in their
child's name. The tax-deferred account
would be governed by IRA rules, with
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one exception: children would be al-
lowed to take a 10-year loan against
this money for their higher education.
Thanks to the wonders of compound in-
terest. $500 a year set aside from birth
to age 18 would, at 10 percent interest
a year, grow to $1.3 million by the time
the child reached age 591/2, the age at
which IRA funds can start to be with-
drawn with no penalty.

One of our greatest challenges is how
to create economic opportunity and
wealth for the working families of this
country. I believe Kid$ave helps us
meet that challenge in an affordable,
responsible way. If there is going to be
a tax credit to help families with chil-
dren, I believe there is no better way to
provide that help than to offer parents
the opportunity to ensure a sound fi-
nancial future for their children.

That is good news for the future. But
Kid$ave is good news for the present, as
well. Kid$ave will help our economy
today by creating a pool of savings
available for investment. As you know,
savings and investment rates in the
United States are at historic lows: our
household savings rate is 4.6 percent of
disposable income, compared to Ja-
pan's 14.8 percent and Germany's 12.3
percent. When government deficits are
factored in. U.S. net national savings
falls to 2.07 percent. When our historic
trade deficits are added to our plum-
meting savings rates, the result is an
immense disinvestment in our eco-
nomic future.

While the Social Security trust fund
is locked into Federal securities,
Kid$ave would create a savings pool
that would soon be the largest in the
country, available for investment di-
rectly in our economy. It would deal
directly with our national savings
problem by assuring a long term cap-
ital source for economic growth and
job creation. In other words, Kid$ave
can help children when they retire, and
it can help them find work until they
retire.

The proposal speaks to the problems
we will face from changing national de-
mographics. Because the baby boom is
such a large population group, we will
be imposing a vast financial burden on
our children's generation to fund up-
coming social security, pension and
health care obligations, jeopardizing
the long term availability of those pro-
grams to the following generations of
Americans. This will create what Pro-
fessor Rudy Dornbusch of MIT calls a
true crunch in world capital markets,
since we share that demographics prob-
lem with our industrial competitors in
Europe and Asia. That capital short-
age—which means major government
and private sector borrowing to meet
social and pension obligations and re-
sulting sky high interest rates—will
have serious ramifications for future
economic growth unless we act now to
head it off. The best course to take is
to encourage a large buildup in private
savings rates. Kid$ave tackles that
problem head on.

One additional advantage of Kid$ave
should be noted, although it is harder
to quantify at this time. This is the ef-
fect of encouraging Americans to save.
The ethic of thriftiness seems to have
been lost in recent decades, replaced by
a credit car mentality. We would
compound our problems if we pass such
bad habits on to future generations.
Kid$ave can help us turn the tide of in-
debtedness into a groundswell of sav-
ings and can transform our whole atti-
tude toward money and how to use it
to best advantage. That will yield in-
calculable dividends for our nation
down the road.

I would like to offer KidSave to all
children in America. But I understand
that revenue targets may require lim-
its on who receives the credit, at least
at the outset. I also understand that
the Senate is divided between those
who would like to cut taxes for middle-
class families now and those who would
prefer to balance the budget first. I be-
lieve Kid$ave can bridge that divide be-
cause it is a better kind of tax cut, one
that helps us address the Nation's sav-
ings and investment crisis even as it
provides tax relief.

But best of all, unlike any other pro-
posal on the table, Kid$ave gives our
children a tangible. financial head
start on the rest of their lives.

In closing, let me say that whether
or not you believe a family tax cut is a
good idea at this time, this is an idea
that improves on that credit. Last
week's Baltimore Sun carried an arti-
cle coauthored by an unlikely pair:
John Rother of the AARP and Martha
Philips of the Concord Coalition As
they point out, they do not agree on
much, but they do agree that a
Kid$ave-like approach to a tax cut
makes sense. Mr. President, I ask
unanimous consent that the text of
their article be printed in the RECORD
and I would encourage my colleagues
to take a close look at this idea.

There being no objection. the article
was ordered to be printed in the
RECORD, as follows:

iFrom the Baltimore Sun, Oct. 17. 1995]
IF WE MUST HAVE A TAX CREDIT FOR

CHILDREN. Do IT THIS WAY
(By Martha Phillips and John Rother)

WASHINCTONL—YOU can probably count on
half the fingers of one hand the number of
times recently that the Concord Coalition.
which works for a balanced budget, and the
American Association of Retired Persons,
which advocates for the elderly, have been
on the same side of a public-policy battle.
The current debate over the child tax credit
is one of those rare instances of common
ground.

We are dismayed at the prospect of enact-
ing an unnecessary and large tax cut at this
time—even one benignly labeled a child tax
credit.' A large tax cut only makes the job
of reducing the deficit that much tougher
and leads to deeper program cuts than other-
wise would be necessary, including cuts in
programs that help children. The economy is
not faltering, so there is little justification
for stimulating it by pumping another $500 a
year per child into consumer spending. Over
the long term, the economy needs more sav-
ings. which is the chief rationale for bal-
ancing the budget in the first place.

Congress and the president nevertheless
have signed on to the child tax credit notion,
so some version seems likely to be enacted.
If there is to be a new children's tax credit.
we think an idea that Senators Bob Kerrey
and Joe Lieberman and several others have
been working on is much better than any-
thing else we have seen.

Although the specific details remain to be
worked out, their central idea is simple.
Allow a $500 tax-refundable credit for chil-
dren under age 18 only if the money is in-
vested in qualified retirement accounts for
that child's old-age security. Funds in the
accounts would not be taxed until they were
withdrawn by the child at retirement age.

If the child saves the $500 credit every year
from birth for 18 years, there would be a re-
tirement nest egg of $9,000. plus another
$4,000 to $16,000 in compounded earnings by
the time the child reached age 18. That's
nice, but it gets much better. Over every 40-
year period since the Great Depression, di-
versified equity funds have generated returns
of somewhere between 6 percent and 10 per-
cent. Even if another penny were never
added to the account after age 18, by the
time the child reached age 65. the account
would be worth a quarter of a million dollars
at a 6 percent real rate of return, and three
quarters of a million dollars at 8 percent.
Leaving the initial $9,000 untouched until
age 70 would result in $1.1 million at an aver-
age 8 percent return.

These savings would be available to fuel
long-term economic growth and could help
provide not only future jobs but an improv-
ing standard of living for todays children
when they are grown. The impressive results
of compound earnings over 65 or 70 years
would help assure old-age economic security
for a generation whose prospects today ap-
pear uncertain. Since private pensions today
cover fewer than half of all workers, and
since economic surveys show most house-
holds with inadequate levels of private re-
tirement savings, it is clear that we need a
new approach. The income from these indi-
vidually-owned retirement savings would
permit everyone in future generations to
supplement Social Security benefits, as
originally intended.

In order to minimize unnecessary risk and
overhead, these retirement accounts could be
administered in the same way as the federal-
employee retirement-savings program. There
could be a wide range of investment options
combined with the efficiencies and safety of
large pools of investment funds.

There will inevitably be pressure to permit
non-retirement withdrawals from such ac-
counts. Withdrawals for education or health-
care needs may very well be in the childs
best long-term interests. but any exceptions
permitting early withdrawals must be nar-
row. The full retirement-income benefit to
the individual will be at risk for early with-
drawal, and one exception leads to pressures
for another, undermining the long-term ben-
efit of this approach.

A PHASE-OUT FOR THE RIcH

There is no need. of course. to give a $500-
per-child contribution to children whose par-
ents can already provide for their futures. So
the tax credit should be phased out for high-
er-income families with the option for those
parents to contribute $500 yearly on an after-
tax basis,

The intangible benefits of this approach
may be hard to measure, but may ultimately
be more important. Children who today see
little prospect for their future will have a
tangible stake in thinking longer term. The
fact that these accounts exist in their names
and are growing over time will reinforce the
importance of other types of deferred-gratifi-
cation behavior. We shouldn't discount the
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impact that such accounts will have on our
children, even though they cannot use them
immediately.

Any legislative proposal must be evaluated
in context as part of a budget package. We
need to be especially sensitive to the impact
of proposed spending reductions and other
tax changes on programs for children. work.
ing families and vulnerable seniors. Again,
our organizations do not think we should be
considering major tax cuts at this point. But
if Congress is determined to enact a tax cut.
we think it should consider this proposal
first. lt's good for our children, for the econ-
omy and for the long-term needs of future ie-
tirement-age Americans.

The concept that Senators Kerrey,
Lieberman and others are working on hasn't
been introduced as legislation. and we may
well disagree with the particulars they fi-
nally devise. But at bottom, the general pro-
posal remains a very compelling option.
Properly structured, the children's savirg
credit offers a way to leave a legacy of sav-
ings. responsibility and security to Ameri-
cans of all ages and income levels.
STOP ThE BILLION DOLLAR GOLDEN GIVEAWAYS

Mr. BIDEN. Mr. President. the ret-
onciliation bill promises to cut cor-
porate welfare, save taxpayers' money
and balance the Federal budget. Yet,
tucked away, deep in the more than
2.000 pages of the bill, is a golden give-
away of billions of taxpayers' dollars to
a powerful special interest lobby.

Initially passed to encourage settle'
ment of the West. the anachronistic
1872 mining law enables gigantic min
ing interests—many of which are for
eign-owned—to purchase the right to
mine Federal land for as little as $5 per
acre. Literally. for the price of a
McDonalds value meal you can buy an
acre of Federal land, loaded with gold.
silver, platinum and palladium. If this
was not enough of a ripoff, the law does
not require mining concerns to pay any
royalties to American taxpayers for
these minerals, an annual loss of
roughly $100 million. The net effect of
this law is simple: Foreign mining
companies get the gold. and American
taxpayers get the shaft.

The sham reform contained in the
bill does little to change the current
situation. Though the bill requires that
fair market value be paid, it only ap-
plies this standard to the surface of,
what is often times, barren desert land.
No consideration is given to the min-
erals, to the gold. silver and platinum,
which are buried underneath the
ground. It sounds good on its face—
paying fair market value—but this al-
leged reform is nothing more than face-
saving.

Our conservative colleagues argue
endlessly that we need to run the Fed-
eral Government. more like a business.
But how could any business survive,
even for a day. by opening its ware-
house doors and giving away its prod-
ucts?

On top of these fraudulent prospec-
tive changes, the bill's grand fathering
provisions guarantee the status quo for
over 200 claims currently pending with
the Interior Department. These appli-
cations, involving over 130.000 acres of
public land, IS national parks. and
more than $15 billion in precious mm-
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erals, would be granted without the
rightful payment to the taxpayers who
own the land. Again, billions of tax-
payers' money is given away. just
handed over due to this antiquated law.

Just last month, Secretary of the In-
terior Babbitt was forced to sign away
over 100 acres of land, containing I bil-
lion dollars' worth of minerals to a
Danish mining conglomerate which
paid an embarrassing $275—Federal
couch change. This century-old prac-
tice has become eerily reminiscent of
the Teapot Dome scandal during the
1920's.

Unlike farmers and ranches who have
a vested interest in preserving their
land, miners have virtually no stake in
using the land in an environmentally
sound manner. After the gold is taken,
the shaft is plugged. and the company
abandons the land, often times we are
left with dangerous. toxic abandoned
mines, which require millions of tax-
payers' dollars to clean up. In fact, the
Superfund national priority list of haz-
ardous waste sites contains 59 prop-
erties associated with mining.

The cosmetic mining law reform in
this bill is exactly the type of nonsen-
sical policy that has angered many
Americans and caused them to lose
faith in Government's ability to im-
prove the lives of ordinary people. It
ought to be rejected: The pot of gold
should be found at the end of the rain-
bow, not at the end of a patent applica-
tion. Americans deserve better.

EITc
Mr. LIEBERMAN. Mr. President, I

rise with a few thoughts on this bill
overall. and on the cuts we are con-
templating in the earned income tax
credit [EITC] in particular.

This bill has a lot to recommend it.
It provides incentives in the tax code
for positive goals. The super IRA provi-
sions will encourage savings. That is a
constructive step forward. The capital
gains piece will encourage people to
put money where it will create
wealth—that is to say it will encourage
investment. While I've supported a
middle-class tax credit, I think we
could have made the credit even better
by giving it to parents who set up re-
tirement accounts for the kids. Those
accounts would be governed by IRA
rules with one exception—children
would be allowed to take a 10-year loan
against their account for higher edu-
cation. And I'm not enthusiastic about
what this bill does to Medicare—not
because this bill does too much. but be-
cause it does too little to change the
built-in flaws in this program.

Overall, I'm encouraged by what this
bill does to provide incentives for sav-
ings and investment and the creation
of jobs and capital. However, in terms
of incentives it falls woefully short in
one area. That is in the dramatic and
misguided cuts this bill makes in the
amed income tax credit LEITCI.

Let me tell you why I like the EITC
and why I think that the Republican
Party should embrace, not eviscerate
this program. Put simply. the EITC
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provides an incentive to work. It pro-
motes work over welfare and it does so
through the Tax Code. not through a
new social service program run by bu-
reaucrats in Washington. That is some-
thing both parties should be able to
support and indeed. in the past, both
supported the EITC.

President Reagan championed this
program as the best antipoverty, the
best pro-family, the best job-creation
measure to come out of Congress."
Last week in testimony before the Sen-
ate Small Business Committee, former
HUD Secretary Kemp cautioned
against cutting back too far on the
EITC because that is a tax increase on
low income workers and the poor which
is unconscionable at this time * *

I am particularly troubled that the
Senate has cut $43 billion out of this
program over 7 years—this figure is
nearly doublt what the House has cut
from the EITC in their reconciliation
package. And this cut of $43 billion is a
dramatic increase in the cuts this
Chamber agreed on during consider-
ation of the budget resolution Just 5
months ago. That resolution assumed
$21 billion in EITC cuts. I found that
proposed cut distressing. We are now
talking about nearly tripling that cut.
I find that downright alarming.

Here are the people we will hurt the
most with these proposals: Workers
without children who receive the EITC.
These are workers with incomes under
$10,000; EITC families with one child
and incomes above $12,000 and: EITC
families with two or more children re.
gardless of how low their income.

In practical terms. about 17 million
low- and moderate-income families—
including nearly 13 million low-income
families with children will feel the im-
pact of these changes. In my home
State of Connecticut alone. these
changes would amount to an average
increase of $311 for over 92,000 families.
This simply makes no sense. It takes
us further away from our goal of en-
couraging work and self-sufficiency.

Of course we ought to get rid of
waste and fraud in this program. I be-
lieve the administration has done a
commendable job in helping in that ef-
fort. But the increase in this program
in recent years has been by design not
by fraud and deviousness. Congress
voted to expand this program in 1986,
1990. and 1993. When the changes we
made to the program in 1993 are fully
phased in at the end of fiscal year 1996,
the EITC will actually grow by very
modest rate of 4.5 percent a year.

This program has had bipartisan sup-
port because both sides of this aisle
have been able to agree that we should
use both hands to applaud those who
are working to lift themselves out of
poverty and then use one of those
hands to give them the help and sup-
port they deserve.

The Democratic Leadership Council,
which I am pleased to chair, has a long
history of support for this program.
The research and writing arm of the
DLC, the Progressive Policy Institute
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[PPII has done a lot of excellent work
on the issue. At this point. I ask unani-
mous consent that an article by Mr.
Jeff Hammond on the EITC, which ap-
peared in the September 29 Washington
Times, be printed in the RECORD.

There being no objection. the article
was ordered to be printed in the
RECORD, as follows:
[From the Washington Times. Sept. 29. 1995]

RELIEF FOR ThE HARD-WORK]NC POOR
(By M. Jeff Hamond)

This year. both House and Senate have
proposed reforms to the Earned Income Tax
Credit (EITC) with the intent to save money
rather than make the program work better.
The EITC—which helps millions of low-in-
come working families escape poverty—is an
example of Congress targeting the good as
well as the bad in its quest to reduce social
welfare spending.

This is a program that should not go quiet-
ly into the night. Unlike traditional welfare
programs. the EITC is based on the principle
of reciprocal responsibility: It says that the
government is there to help. but only if you
give something back or help yourself in the
process. Republicans have supported the
credit in the past: in fact, its biggest one-
year boost occurred under President Reagan,
in 1986. Why change now?

Specifically, the EITC assists low-wage
workers by providing a wage supplement up
to a certain level of earnings, at which the
credit reaches a maximum and then begins
to phase Out. President Clinton's five-year.
$21 billion expansion of the EITC, approved
in 1993, was designed to guarantee that fami-
lies with full-time, year-round workers
would not live in poverty.

By promoting work over welfare with vir-
tually no overhead costs or added bureauc-
racy. the EITC provides the foundation for
any serious effort at welfare reform. The pro-
gram could use some fine-tuning, but most of
the charges leveled by critics are exagger-
ated or plainly incorrect.

Rising costs. Some critics of the EITC,
most notably Sen. Don Nickles. Oklahoma
Republican, depict it as another out-of'con-
trol entitlement program. since its costs
have grown quickly. 'The EITC is the fast-
est-growing government program, period."
Mr. Nickles has said. 'It's growing much
faster than Medicare or Medicaid,'

Detractors conveniently ignore. however.
that Congress voted to expand the program
in 1986. 1990, and 1993, in part as an alter-
native to increasing the minimum wage.
This is in stark contrast to the major enti-
tlement programs such as Medicare. which
automatically grow every year with no con-
gressional action. To depict the EITC as sim-
ply another exploding entitlement program
is simply wrong.

Waste, Fraud and Abuse. Critics of the
EITC claim the program has a fraud rate of
35 to 45 percent, costing taxpayers billions of
dollars in fraudulent refunds. This statistic
is based on a January 1994 IRS study, and is
inaccurate and misleading for several rea-
sons.

First, that statistic is an error rate, not a
fraud rate. If a worker claimed the credit but
was $1 off—or claimed too little—this was in-
cluded in the statistic. Many of these inad-
vertent mistakes are corrected by the IRS.
Nearly half of the supposed fraudulent'
claims were unintentional errors of this
type.

Second, some taxpayers who claimed the
credit in error (i.e., when they did not qual-
ify) may have done so unintentionally, due
to the complicated tax laws,

Third, the study was based on 1993 returns.
Since than. the IRS has implemented new
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procedures to cut down on fraud, such as
double-checking the Social Security num-
bers of all dependents claimed. Thus. the
fraud and error rate will be much lower for
1994 and future tax years.

Work Disincentive. Some critics assert
that the EITC is actually a net work dis-
incentive, because the phase-out of the cred-
it in effect applies an additional 16 to 21 per-
cent tax to earnings within the phase-out
range.

It is true that effective marginal tax rates
are high in this range, and that the maxi-
mum allowable income to be eligible for the
credit may be set too high. Nevertheless, re-
cent research shows that the EITC still pro-
vides a large net positive work incentive.
One recent estimate shows that if market
entrants work only 400 hours annually, the
expanded credit will increase the labor sup-
ply of low-income workers by 20 million
hours per year. Since the average EITC re-
cipient worked 1.300 hours in 1993, the final
net benefit is probably much larger.

Suggested Reforms, We can get people to
move from welfare to work only if work
pays, and the EITC ensures that it will, This
is why many Republican governors insist
that the EITC is an indispensable part of
welfare reform, Yet. the program is not per-
fect. Sensible reforms include:

Adjusting the phase-in and phase-out
ranges to maximize the number of families
in the former and minimize the number in
the latter. These changes will place more
families in the work incentive range of the
EITC without increasing its total cost.
(Shortening the phase-out will increase the
marginal tax rate within the range, but it
will affect fewer families. Texas Republican
Rep. Bill Archer's tax proposal—which
passed the Ways and Means Committee last
Tuesday—does shorten the phase-out range.)

Implementing further policies designed to
cut down on fraud, such as requiring valid
Social Security numbers for all applicants to
prevent undocumented workers from claim-
ing the credit,

Finally, requiring firms to notify their
low-wage workers that the credit can be ap-
plied to each paycheck. rather than collected
at year's end. Less than one percent of EITC
recipients utilize this option. Since firms
have an incentive to verify hours worked (or
else they will overpay payroll taxes). such a
requirement could further reduce fraud

At a time when phrases like 'shared sac-
rifice" and "welfare-to-work" are wielded on
both sides of the isle. the EITC stands as an
item that should unite both parties. The pro-
gram needs some changes, but it has been
one of our most successful social policies. If
conservatives are serious about promoting
work and ensuring that full-time workers es-
cape poverty, they will help improve and pre-
serve this program—not cut it simply to
reach a budget target.

Mr. CAMPBELL. Mr. President. this
bill includes a measure directing the
sale and transfer of the federally owned
Collbran Project. located near Grand
Junction, Colorado. The provision is
similar to 5. 1109, which I introduced
earlier this year with Senator BROWN.

Since the introduction of this legisla-
tion I have worked with the citizens of
the Plateau Valley. with Mesa county
officials, with various departments of
the State of Colorado. and with the
local and national staff of the Federal
Reclamation. Forest Service, and BLM.

In that process I have agreed to make
dozens of changes to the bill: however,
at the request of my colleagues on the
Energy and Natural Resources Com-
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mittee I will not take up the Senate's
time and will instead have the changes
made during conference on the budget
bill.

I do want to take a moment to de-
scribe the changes to the Collbran bill
that I intend to make in conference.

From the start I have wanted to
make sure the bill protects the long-
standing commitment to provide top
quality public recreation at Vega Res-
ervoir, I have worked with the State to
make sure that the Federal commit-
ment to make major improvements at
Vega is retained, and to provide for
State ownership of the recreation fa-
cilities and open space at the reservoir.

The Forest Service and BLM wanted
to make sure the bill would not affect
recreation or any other multiple use of
the national forest, and the agencies
also wanted to avoid the creation of
private inholdings within the Federal
lands. In response, the bill will provide
for easements to the water facilities.
and provide a specific role for the For-
est Service in preparing the annual op-
erating plan for the project.

The State asked, and I have agreed,
that money contributed by the dis-
tricts toward the recovery of endan-
gered fish be spent on recovery efforts
in Colorado.

Many folks in the Plateau Valley
have raised a concern with me that
there will be insufficient opportunity
for the public to be involved with the
operation of the project. I understand
this concern, it is legitimate. and I
have tried to address it in various
ways. The issue is "To what extent will
the Ute and Collbran Water Conser-
vancy Districts be publicly account-
able in their operation of this Federal
water project?"

First, the bill states that 'the power
component and facilities of the project
shall be operated in substantial con-
formity with the historic operations of
the power component and facilities"
That will be the law. The language is
plain.

Second, the bill requires annual re-
porting to the Secretaries of the Inte-
rior and Agriculture as to the operat-
ing plan for the project in the coming
year. The purpose of this provision is
for full public disclosure of annual op-
erations.

I will amend that provision to in-
crease accountability by requiring full
consultation with the Mesa County
Commissioners and with the Forest
Service in preparation of the annual
operating plan. This will allow the pub-
lic to raise issues through the Commis-
sioners and through the Forest Service
and get action on those issues through
the annual planning process.

Part of the concern that has been
raised involves the extent to which the
bill can affect the disposition of water
between the Plateau Valley and the
Grand Valley, arid this is an issue on
which I have broadly consulted with
state officials and water lawyers. There
are several reasons that federal legisla-
tion on this point would be unwork-
able.
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First, all changes in water use are

subject to state water law and are 'id-
judicated through the state water
court process. The water court is
charged with protecting the interests
of all associated water users when a
change in use is considered or ie-
quested.

Second, the holding of a water right
is a private property right and one in
which I frankly would oppose Federal
interference.

And third, the Ute and Collbran
Water Conservation Districts are pub-
licly accountable organizations created
in accordance with Colorado law. Colo-
rado Law includes a number of provi-
sions providing for public accountabil-
ity. including the ability to elect board
members. It would be inappropriate for
the Congress to interfere with that
structure.

I will, however, amend my bill to pro-
hibit any out of state transaction in-
volving water from this project.

I have appreciated the willingness of
citizens and agency staff to work with
me on the development of this legisla-
tion. I am open minded about making
further changes to the bill, in addition
to the many that have already been
made.

Thank you. Mr. President. I yield the
floor.

HORMONAL CANcER DRUGS

Mr. DAMATO. Mr. President, I rise
today to discuss Senator OLYMPIA
SNOWE's amendment that I and my col-
leagues sponsored and the Senate
passed last night as part of the Budget
Reconciliation bill.

With prtate cancer striking 1 Out
of every 11 American men and breast
cancer attacking 1 out of every 8 Amer-
ican women, we have an obligation to
do everything we can to ensure that
the best, most effective treatments are
available to as many patients as pos-
sible.

The amendment expresses the sense
of the Senate that Medicare should
cover oral hormonal cancer drugs. Oral
hormonal drug therapy is critical in
treating cancers that have spread be-
yond the prostate and in treating es-
trogen-receptor-positive breast cancer
tumors. These drugs can play a vital
role in the postsurgical treatment of
this type of breast and prostate cancer
because they help prevent the recur-
rence of these tumors and improve the
quality of life for thousands of cancer
patients each year.

In the Omnibus Reconciliation Act of
1993, we directed Medicare to cover
some oral cancer drugs. However, the
statute requires that those drugs be
chemotherapeutic in nature and have
been available in injectable or intra-
venous form. Oral hormonal cancer
drugs do not fall within this category.
I believe this is an unintended result of
a well-intentioned provision.

The result is that Medicare currently
discriminates against half of all women
afflicted with breast cancer by denying
coverage for postsurgical drug treat-
ments to those with estrogen receptor
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positive tumors. Because estrogen-sen-
sitive tumors are more likely to strike
post-menopausal women, this type of
cancer disproportionately afflicts Med-
icare beneficiaries. Denying Medicare
coverage for orally administered hor-
monal therapy is an obvious case of
being penny-wise and pound-foolish.
Hormonal therapy is a less expensive
treatment option when measured
against the risk of treating new tumors
which can result in the absence of such
therapy.

This relatively simple and straight-
forward amendment puts the Senate on
record in support of correcting this
oversight from the 1993 reconciliation
bill. I believe that the conference re-
port on the 1995 reconciliation bill
should include a provision to cover oral
cancer drugs used in hormonal therapy.
I am glad that the Senate passed this
amendment, and I am glad to have
been an original cosponsor.

Mr. CAMPBELL. Mr. President, I am
delighted to learn the Finance Com-
mittee adopted a provision that would
allow tax exempt organizations to be
eligible to maintain pensions under
section 401(k). It is my understanding
that tribal governments would be al-
lowed to sponsor 401(k) plans under the
budget reconciliation proposal reported
by the Finance Committee.

In order to ensure that I am clear
that tribal governments would, in fact,
be included under this provision I
would like to ask the distinguished
chairman of the Finance Committee a
question to clarify the Finance Com-
mittee's budget reconciliation pro-
posal.

Mr. ROTH. I thank Senator CAMP-
BELL. I would be happy to answer his
question.

Mr. CAMPBELL. Is my understand-
ing correct that tribal governments are
eligible to sponsor 401(k) plans under
the Finance Committee budget rec-
onciliation proposal?

Mr. ROTH. Yes: that is a correct
statement.

Mr. CAMPBELL. I note the presence
of the chairman of the Indian Affairs
Committee, Senator MCCAIN, and ask if
he would have any comments.

Mr. MCCAIN. Senator CAMPBELL, has
long been a great advocate for Indian
people. I would also like to extend my
thanks to Senator ROTH for his efforts
to clarify this portion of the pension
simplification proposal included in the
budget reconciliation measure.

I also wish to take this opportunity
to thank Chairman ROTH for including
language affecting section 403(b) plans
in the pension simplification section of
the bill that will remove a very dif-
ficult problem that arose from a mis-
understanding about earlier authority
provided to tribal education organiza-
tions. Several years ago some tribal
governments began to purchase plans
provided under section 403(b) of the
code and promoted by insurance com-
panies only later to find that such
plans were not expressly intended for
the use of government employees in-
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volved in activities other than edu-
cation. Those retirement funds, affect-
ing several tribes and the retirement
savings of thousands of tribal employ-
ees. are now in jeopardy. I introduced
5.. 1304 to fix this problem. Chairman
ROTH included a similar provision in
section 12941 of the bill, and I thank
him for that.

MEN STATUS FOR cAMBODIA

Mr. MCCAIN. For the past 2 years, I
have been involved in an effort to grant
most favored nations [MFN] trade sta-
tus to Cambodia. Today, I intended to
accomplish this by offering an amend-
ment identical to the language already
approved by the House. The chairman
of the Finance Committee. Senator
ROTH. has informed me. however, that
he would prefer that trade provisions
not be included in the reconciliation
bill. In deference to his opinion and his
responsibility for guiding this bill
through the process. I have decided to
withhold my amendment.

Mr. ROTH. I thank the Senator from
Arizona. I know that this is a very im-
portant issue for him. It is among a
number of trade issues which must be
dealt with by the committee in coming
months. The Senator from Arizona has
my assurance that the Fiance Commit-
tee will take up H.R. 1642—the House-
passed bill dealing with this issue—the
next time it meets to deal with trade
issues, and that I will make every ef-
fort to have it reported out favorably.

Mr. McCAIN. I thank the chairman
for his cooperation and for his interest
in the issue. Cambodia has come a long
way from the dire situation it faced
just a few years ago. We can help the
Cambodian people overcome the re-
maining challenges they face by em-
powering them to help themselves
through economic development. This is
what makes MFN such an important
issue. An economically developed, pros-
perous Cambodia will be better able to
create the foundations for democracy
and contribute to the stability of
Southeast Asia.

Mr. SMITH. Mr. President, this is a
historic moment in the history of our
country. Over the past several weeks,
we have heard vicious attacks on the
balanced budget bill that is before the
Senate today. The Republican balanced
budget has been called immoral and ir-
responsible. The American people have
been warned of devastating cuts in
spending. To the casual observer, it
might appear that the sky is about to
fall.

The truth is quite different. In fact,
the budget before the Senate today is
the only chance to save our country
from an immoral, irresponsible, and
devastating future. We are acting now
only because previous Congresses have
failed the American people.

At the end of this year, our national
debt will exceed $5 trillion. We are add-
ing to the debt at the rate of $9,600 per
second. Right now, every man, woman.
and child in America is more than
$18,000 in debt. The current trends are
not sustainable.
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Mr. President. our balanced budget

plan is not perfect. If there was an easy
solution to our fiscal problems, you
can rest assured that Congress would
have found it along ago. I do not agree
with every provision in the bill before
the Senate. If I could pick and choose.
there are many priorities that I would
change. On the balance, however, I
think the product is a good one. It gets
the job done. To my colleagues who
disagree, I would say the following: you
can't beat something with nothing. If
you do not like our balanced budget.
you have an obligation to produce an
alternative. President Clinton's plan
was recently rejected by the Senate. 96
to 0.

The benefits of a balanced budget far
outweigh any temporary pain. The
Congressional Budget Office estimates
that a balanced budget will result in a
reduction of long-term interest rates
between I and 2 percent. On a typical
student loan, that reduction would
save American students $8,885. On a
typical car loan, it would save the
consumer $676. On a 30-year. $80000
mortgage, lower interest rates would
save the homeowner $38,653 over the
life of the mortgage.

The bill before the Senate will bal-
ance the Federal budget in 7 years.
That fact has been certified by the
Congressional Budget Office. The budg-
et will save Medicare from bankruptcy,
and strengthen and protect the pro-
gram for future generations. The legis-
lation completely overhauls our broken
welfare system. It transfers power
away from Washington bureaucrats
and returns it to State and local offi-
cials.

Mr. President. the Senate bill also
provides significant tax relief. I know
that many of my colleagues have ex-
pressed disdain at the idea of cutting
taxes. They find it offensive to let
American taxpayers keep more of their
hard-earned money. I would ask. is it
offensive to provide a $500 per child tax
credit? Is it offensive to create a tax
credit for adoption expenses? Is it of-
fensive to provide a tax credit for in-
terest paid on a student loan?

I certainly do not think so.
The critics of tax cuts think Mem-

bers of Congress can spend money bet-
ter than a family of four in Berlin, NH.
or Cleveland. OH. or Atlanta. GA. I find
that position arrogant, and I am not
alone. As is now well known, the Presi-
dent now regrets his decision to raise
taxes. Presumably, the President real-
ized that the Government in Washing-
ton has enough tax dollars to spend.
Those who oppose the tax cuts con-
tained in the bill before the Senate
today should understand this fact: the
budget before the Senate today would
reduce taxes by $245 billion. It does not
even completely refund the Clinton tax
increase.

Mr. President. we are witnessing the
last gasp of air of big-government.
Washington-knows-best liberalism. It
may come as a shock to many, but
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Uncle Sam is not the solution to every
problem in America.

I have held a good many town meet-
ings in New Hampshire to talk about
the budget, taxes, welfare reform, and
Medicare. Often. when I say that Con-
gress intends to balance the budget in
7 years, my constituents ask why we
are waiting that long. The danger is
not going too far, too fast.' as many
would have us believe. The real risk to
all Americans is the risk that we will
not get thejob done.

I urge my colleagues to support this
budget. It is bold; it is real. and it
stands alone as the only solution to our
Nation's fiscal problems. The time for
talking is over. The time for acting is
now.

U5EC PRIVATIZATION

Mr. WARNER. In title V of the bill
before the Senate there are provisions
that will provide for the privatization
of the U.S. Enrichment Corporation. I
understand the Energy Committee is
also reporting this language Out as a
substitute to 5. 755, a bill originally in-
troduced by Senatdr DOMENICI to ac-
complish the same purpose.

Mr. President, I commend Senators
DOMENICI. MURKOWSKI, JOHNSTON,
FORD, and others for their efforts to
produce legislation that balances our
country's need for a private uranium
enrichment company with a non-
proliferation solution that assists Rus-
sia in its weapons dismantlement.
However, I seek a few clarifications, as
well as your assurance, that the lan-
guage in the reconciliation bill will
allow the Russian Federation an oppor-
tunity to be able to fulfill its obliga-
tions easily with options, perhaps
those offered by U.S. private industry
to assist where possible.

With regard to section 5007(c) of the
reconciliation bill, the exclusion of
U.S. Department of Energy facilities
from production of highly enriched
uranium, I want to urge the U.S. En-
richment Corporation to make use of
sector services and facilities prior to
making any contractual work agree-
ments with the U.S. Government.

Mr. MURKOWSKI. Mr. President. it
is true that our language allows USEC
to contract with existing DOE facili-
ties for activities and services other
than the production of highly enriched
uranium. To the extent that there is a
longstanding government policy that
the Federal Government not compete
for work that the private industry can
supply, I agree that the DOE should
defer opportunities to the private sec-
tor.

Mr. WARNER. I thank the Senator. I
wish now for clarification of section
5012(b), regarding Russian HEU. Does
this language provide for contingency
private industry provisions to assist
the Russians in meeting their obliga-
tions in the government-to-government
agreement of providing the United
States with low enriched uranium de-
rived from highly enriched uranium?

Mr. MURKOWSKI. The government-
to-government agreement for the 500
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metric tons of highly enriched uranium
contemplates the participation of the
United States private sector and Rus-
sian enterprises in implementation of
the agreement. Section 5012(b) facili-
tates this implementation by providing
mechanisms for private sector entities
to purchase the natural uranium com-
ponent of LEU derived from Russian
HEU, either directly from Russia or in
an auction process. in an open and
competitive manner. The United States
and Russia also have the ability to in-
crease the quantities delivered in any
given year and accelerate the delivery
schedule of this material to the United
States, provided that this material is
introduced into the U.S. commercial
fuel market in full accordance with
this legislation.

Furthermore. neither this legislation
nor the government-to-government
agreement limits the ability of Russia
to sell additional quantities of en-
riched uranium, in excess of 500 metric
tons called for by the government-to-
government agreement, to third par-
ties for delivery to the United States,
subject to the market restrictions as
stated in the bill before us and other
applicable law.

Overall. this legislation and its provi-
sions will: First, advance the world's
nonproliferation goals: second. provide
the Russian Federation immediate
hard currency and: third, assist the
Russians in meeting future continuing
obligations.

Mr. WARNER. My last question. Are
there provisions in this bill to allow ei-
ther the change of executive agent or
nominating more than one U.S. execu-
tive marketing agent to help facilitate
these uranium transactions?

Mr. MURKOWSKI. Our language rec-
ognizes and does not change the right
of the U.S. Government under the gov-
ernment-to-government agreement to
exercise its option of changing the U.S.
executive agent or allowing for more
than one after consultation with and
upon 30 days notice to the Russian Fed-
eration.

Mr. WARNER. Again, I commend you
on this legislation that will promote
the United States and Russia's non-
proliferation goals. offer each country
an opportunity to use private industry
to meet these goals, and present to the
world a concerted effort to de-
nuclearize.

Mr. LIEBERMAN. Mr. President, I
would like to set the record straight on
the need to reform the corporate alter-
native minimum tax.

What we have under current law is a
nightmare for investment for busi-
nesses of all sizes. The AMT is not
working as Congress intended when it
was adopted in 1986. We never intended
to so harshly penalize investment in
equipment needed to modernize our
factories: nor did we intend to force
companies that have no profit to bor-
row money to pay their AMT. Yet this
is precisely what current law does to
some companies.

There is bipartisan agreement on the
need to fix AMT. President Clinton in
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1993 recognized the need to fix the AMT
and proposed shortening AMT deprecia-
tion recovery periods. To date, we have
not adopted the President's proposal in
full. For this reason, earlier this year.
I joined with Democrats and Repub-
lican cosponsors of S. 1000, a reasonable
piece of legislation, to help correct this
antiinvestment tax system.

While I commend the Finance Com-
mittee for taking some action on ths
issue, that action falls short of whet
ultimately needs to be done. There are
two parts to AMT depreciation—meth
od and recovery period. This bill fixes
the method of depreciation, but does
not do enough for the recovery periocL
Yet it is the unreasonably long recov-
ery period for most investments under
the AMT that creates the severe pen-
alty on investment.

S. 1000 fixes both parts of the AMT
depreciation problem and I believe it is
the right policy on AMT. I hope in con
ference and in negotiations with the
White House that we can come up with
a bill that will truly fix the
antiinvestment nature of the AMT de-
preciation rules. This can be done in a
way that preserves the integrity of the
tax collection process by not letting
truly profitable firms totally escape
taxation while at the same time en-
couraging economic growth and job
creation which I believe is essential to
an improved standard of living for all
Americans.

Mr. CAMPBELL. I would like to con-
firm with my colleague from Alaska
the committee's intent with respect to
part E, subpart III of 5. 1357. which pro-
vides for the sale and transfer of the
Collbran project located in western
Colorado. This legislation directs the
Secretary of the Interior to transfer
the Collbran project to the Collbran
Conservancy District and Ute Water
Conservancy District in the last fiscal
quarter of the year 2000 in return for
the payment of $12.9 million by the dis-
tricts to the United States. The trans-
fer to the districts includes the listed
facilities and other assets that com-
prise the Collbran project. but excludes
the Vega recreation facilities owned by
the United States or the State of Colo-
rado. Several questions have been
raised regarding the legislation. First.
some have raised a concern that it may
include or affect the Plateau Creek
pipeline replacement project which has
been proposed independently by the
Ute Water Conservancy District.

Mr. MTJRKOWSKI. The Committee
carefully defined the scope of the
transfer so that this legislation will
have no affect on the proposed Plateau
Creek pipeline replacement project.
which will be subject to all require-
ments of Federal and State law which
would exist if the transfer did not
occur.

Mr. CAMPBELL. Another issue that
has arisen is regarding the relationship
between the legislation and the Endan-
gered Species Act. In particular. ques-
tions have been raised regarding the ef-
fect of the payment of $600000 by the
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districts for use as a part of the Colo-
rado River Endangered Species Fish
Recovery Program, and whether a sec-
tion 7 consultation will be required for
the transfer. My understanding of the
legislation is that it has no effect on
the Endangered Species Act, and that
no determination has been made re-
garding the existence of any obligation
or liability of the Collbran project or
other existing water supply projects in
the Colorado River Basin in Colorado
with respect to species listed and criti-
cal habitat designated under the En-
dangered Species Act. In addition, be-
cause the transfer is mandatory, and
will not involve any change in project
operations or additional review or ap-
proval by any Federal agency, there is
no need for a section 7 consultation on
the transfer.

Mr. MURKOWSKI. That is correct.
The legislation provides that, as a con-
dition of the mandatory transfer,
$600000 of the total payment of $12.9
million be provided to the U.S. Fish &
Wildlife Service for use in the Recov-
ery Implementation Program for the
endangered fish apecies in the Upper
Colorado River Basin, which is in-
tended to serve as a reasonable and
prudent alternative for water deple-
tions from all existing and future
water projects in the Colorado River
Basin in Colorado. In the event that
any such determination is made in the
future, and if the Recovery Implemen-
tation Program no longer serves its in-
tended purpose, the Collbran project
will be treated the same as any other
existing. similarly situated nonfederal
project in western Colorado, and the
districts will be able to claim credit for
this contribution to the same extent as
any other entities which have made
cash contributions to the Recovery Im-
plementation Program.

Mr. CAMPBELL. The transfer of the
Collbran project is based on the re-
quirement that the water and power re-
sources produced by the project will
continue to be used for the purposes for
which the project was authorized for a
period of 40 years from the date of en-
actment of the legislation. This re-
quirement ensures that the transfer
will not cause any significant change
in project operations or distribution of
benefits, and obviates any need for any
further study or review of the transfer.
However, some have sought assurance
that the legislation does not interfere
with the district's ability to negotiate
a contract with preference power cus-
tomers in the Salt Lake City Area In-
tegrated projects office of WAPA or
their designee for operation and main-
t:enance of the power features of the
Collbran project.

Mr. MURKOWSKI. The legislation
does not affect the ability of the dis-
tricts to obtain additional cost savings
by contracting with third parties in
order to achieve more efficient oper-
ation of the power features of the
project or for other purposes.

Mr. CAMPBELL. I would also like to
confirm my understanding that the
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transfer renders moot the pending liti-
gation by the Department of Justice
regarding water rights for Vega Res-
ervoir.

Mr. MURKOWSKI. That is correct.
The pending litigation initiated by the
Department of Justice for the purpose
of obtaining water rights in the name
of the United States for the Collbran
project should be dismissed in light of
the mandatory requirement for the
transfer of the Collbran project to the
districts.

Mr. CAMPBELL. Finally, the legisla-
tion provides that the Vega recreation
facilities be transferred to the State of
Colorado at a future date. which in-
cludes lands currently owned by the
United States in sections 31, 32. and 33
of township 9 south, range 93 west. 6th
principal meridian, and sections 4. 5, 6.
and 7 of township 10 south, range 93
west. 6th principal meridian. Does the
transfer of these facilities to the State
include any of Collbran project facili-
ties, and does the transfer of the
project provide the districts with any
land that could be sold in the future for
residential development?

Mr. MURKOWSKI. No, the Collbran
project facilities, and the lands upon
which they are located, are to be trans-
ferred to the districts. However, the
lands to be conveyed to the districts do
not include the undeveloped lands sur-
rounding Vega Reservoir. as these
lands are to be conveyed to the State
of Colorado.

Mr. CAMPBELL. I thank my col-
league.
TAX cREDIT FOR RESEARcH AND DEVELOPMENT

PROJECTS
Mr. HATCH. Mr. President, I rise

today to speak in support of a biparti-
san effort to extend the tax credit for
research and development projects en-
gaged in by American industry. I want
to commend the chairman of the Fi-
nance Committee for his excellent
leadership on this measure because I
wholeheartedly believe that this pro-
gram is critical to the future of our
economy. We are the world leader in
research and development, and I be-
lieve that technology is the engine for
economic growth. This measure helps
keep our competitive advantage on the
world R&D market. The bill before us
today extends the R&E tax credit for 20
months. retroactive to July 1. 1995.
Ideally, we wanted to extend the credit
permanently and thus remove the un-
certainty that has characterized the
credit in recent years. Unfortunately.
due to limited resources, we have had
to go with a temporary extension in-
stead. However. this is still a signifi-
cant step forward, and I am glad to be
a part of this effort.

I want to express my concern for the
companies engaged in significant re-
search and development activity in the
United States that are unable to qual-
ify for the current credit. Several of
my colleagues share this concern, and I
would now like to engage Senator BAU-
cus from Montana and Senator
LIEBERMAN from Connecticut on this
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point. We support extending the R&E
tax credit for another 20 months. We
also support providing those companies
that currently do not qualify for the
R&E credit, and that are engaged in
significant R&D activity, with an elec-
tive alternative incremental research
credit [AIRCI, as provided in the House
tax bill. I look forward to my col-
leagues remarks on this point.

Mr. BAUCUS. Mr. President. research
and development keeps us competitive
with our foreign trading partners. It
supports high wage and high skilled
jobs in the United States and enables
us to compete in developing products
that increase our quality of life. We
must support our American industry
here at home or face losing our edge in
research and development to our for-
eign trading partners. Other countries
offer much more generous R&E tax in-
centives: for example, Canada has a 20-
percent credit for all R&E expendi-
tures: Japan and our European com-
petitors all offer significant tax incen-
tives to encourage research and devel-
opment activity.

A strong R&E tax credit not only
maintains research and development
activity here in the United States but
it also contributes to the development
of high-skilled jobs. It is my under-
standing that a substantial portion of
the R&E credit is comprised of wages
and salaries paid to our research em-
ployees. We need to continue 1:his
trend. In this age of global markets we
need a research and development sticat-
egy that is competitive and strong.
R&D grows our economy. it raises our
living standards and develops a high
skilled work force.

Mr. LIEBERMAN. Mr. President, I
echo my colleagues' sentiments and
add that while our current R&E pro-
gram supports many fine research and
development activities, a number of
significant R&D investors are ineli-
gible to use this credit under our cur-
rent law. The alternative incremental
credit approved by the House enables
those companies to take advantage of
this resource, and while I am dis-
appointed that the alternative credit is
not part of the package before us
today, I hope that the conferees will
look kindly on this proposal.

I am concerned that many U.S. com-
panies engaged in high-technology re-
search are unable to stay competitive
in the global market due to declining
Federal research dollars. By extending
the tax credit for 20 months and offer-
ing the AIRC program, we can provide
our industries with some certainty in
helping them plan their research and
development strategy.

Mr. HATCH. Mr. president, I hope
that our colleague, the chairman of the
Senate Finance Committee. shares
many of the concerns that we have ex-
pressed. I would respectfully ask that
he take a careful look at the alter-
native incremental credit in the i-louse
package when the bill goes to con-
ference.
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BIPARTIsAN CAPITAL GAINS

Mr. LIEBERMAN. Mr. President. I
wanted to express my concerns about
one provision that the Finance Com-
mittee was unable to include in its
final tax package. It is a provision that
was contained in the bipartisan capital
gains legislation that Senator HATCH
and I introduced. 5. 959. The provision
would change current law in ways that
would be extremely helpful to families
in my region of the country.

Under current law, when an individ-
ual or family sells its principal resi-
dence for a gain, and for whatever rea-
son, does not reinvest all of the pro-
ceeds in another home. any gain from
that transaction is generally treated as
a capital gain, and is taxed at more fa-
vorable capital gains rates. Special
rules apply to individuals over age 55.
They are permitted to completely ex-
clude from tax up to $125,000 of their
gains from sales of their residences. By
contrast. if an individual or family
sells a personal residence at a loss.
that loss is treated as a personal loss,
and no part of the loss may be recov-
ered. No capital loss rules for losses on
residences are provided under current
law. No way presently exists for a fam-
ily to be made whole from a genuine
economic loss.

5. 959. a bipartisan bill that has 45
cosponsors, included a provision to pro-
vide some relief to individuals who
have experienced these true losses. S.
959 would permit capital loss treatment
for loss on the sale of a principal resi-
dence. This proposal is fair, because it
provides that both losses and gains on
sale will be treated as capital. not ordi-
nary.

Until the 1980s. the possibility of suf-
fering a loss on the sale of a principal
residence was all but unthinkable.
Then, starting with the oil price
shocks of the early 1980's. we have ex-
perienced a series of regional economic
slowdowns and recessions that have
caused the prices of housing to fall.
These occurred first in the Southwest.
and more recently in California and
New England.

Several things—all bad—can happen
when the value of a residence falls. In
southern California and in New Eng-
land in the early 1990's, homeowners
began to experience what came to be
known as the upside-down mortgage.
Homeowners found that the value of
their homes had fallen so much that
the home was worth less than the Out-
standing debt of the mortgage. Thus, if
the homeowners were forced to sell,
they would come out of the deal actu-
ally owing their lender more money
than they had from the sale. Then. if
the banker forgave some portion of the
debt, the homeowners actually owned
income tax on the transaction. In 1992,
it was estimated that 41 percent of the
sales in California were in this upside
down position. The problem of upside
down mortgages in resolving itself in
California, but it is a disaster for peo-
ple caught in that bind. In New Eng-
land, the downward trend in home val-
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ues continues; thus, the problem of up-
side down mortgages persists.

In my home State of Connecticut,
many areas have experienced steep
price declines since 1989. For example,
the median sales price for an existing
home in Hartford was $165,900 in 1989.
The median home price has since de-
clined to $133,400. The purchaser of a
median priced home in Hartford, in
1989, has lost. on average $32,500 or over
24 percent of their home value over a 5-
year period. This represent a loSs of
roughly $6,500 per year.

Similarly, the median purchase price
for an existing home in the New Haven-
Meriden Metropolitan Area was $163,400
in 1989. The median home price in New
Haven-Meriden metro areas has since
declined to $139,600. The purchaser of a
median priced home in New Haven-
Meriden, in 1989 would have lost $23,800
or slightly more than 17 percent of
their home value by 1994. This rep-
resents an average annual decline in
home equity of $4,760.

If people sell their homes at a loss,
they have suffered a true economic
loss. Moreover, it is a loss that may
represent the loss of their biggest
source of savings. People who experi-
ence a loss on the sale of their home
are often wiped out financially. The
provision that Senator HATCH and I in-
cluded in 5. 959 permits capital loss
treatment for these painful situations.
Because of the mechanical operation of
the capital loss rules, it may take
many years for a family to recoup the
true losses they have experienced.
Still, the relief in 5. 959 is only partial
relief for some individuals. Because of
the serious impact on families of these
losses, it is only fair that we provide at
least the capital loss relief as a form of
roughjustice so that these families can
have some relief from the true losses
they have incurred.

This important provision is con-
tained in the House bill. It is my hope
that the chairman and the conferees
will be able to accept this provision
during the conference. It would provide
critical relief to families that have sus-
tained genuine losses. and is in the best
interests of fairness and family.

Mr. HATCH. Mr. President, I under-
stand the concerns of my friend and
colleague from Connecticut and am
sympathetic to his position. This pro-
vision is an important one and is the
right thing to do. A home is often the
biggest and most significant invest-
ment that most families ever make. It
is only fair that an economic loss on
that investment be treated the same as
economic losses on other investments.
This is especially so since we tax the
gain from a sale of that home. Like
Senator LIEBERMAN, I urge the chair-
man and the conferees to adopt this
provision when it is considered in con-
ference.

AMENDMENT NO. 297

Mr. KYL. Mr. President, there are a
number of good things in this amend-
ment, which was offered by my col-
league from Arizona. JOHN MCCAIN. If
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the amendment were crafted dif-
ferently and was more limited in scope,
I would support it.

For example, I have consistently sup-
ported efforts to eliminate funding for
the Market Promotion Program EMPPI,
a program that provides subsidies to
companies that advertise American ag-
ricultural products abroad. Such pro-
motional activities are a reasonable
and fundamental cost of doing business
for any industry.

If the return on every dollar spent on
export promotion is as good as MPP
proponents suggest in terms ofjobs arid
exports, then it would seem to be in
the industry's own best interest to bear
that cost itself.

I understand that the industry's re-
sources are finite. One more dollir
could always be spent on promotional
activities, particularly if each dollar
produces significant gains in sales. But
at some point. the agricultural indu-
try. like any other industry, decides
that it cannot expend any more; that
the marginal gains do not justify th
additional cost. Once the industry de-
fines that point of diminishing returns,
it is not appropriate to ask taxpayer5
to subsidize additional promotional ef-
forts that the industry itself is unwill.
ing to finance.

The amendment also eliminates
funding for 266 highway demonstration
projects. I strongly support that. Ear
marking scarce dollars for politically
well-connected projects is one of the
most unfair, least efficient, ways of al-
locating scarce transportation dollars.

The earmarkings in the House ver-
sion of last year's National Highway
System bill totaled more than $2 bil-
lion—funds that would otherwise have
been allocated according to the more
equitable distribution formula estab-
lished by ISTEA. I am talking about
the House version because I served in
the House of Representatives when
that bill arose, and I was 1 of only 12
who voted against it at the time.

The regular formula for distributing
highway dollars is based on such objec-
tive factors as population, miles of
roads, and vehicle miles traveled. Ear-
marking. however, is based largely on
politics. For example. last year's House
bill.just 10 States got 55 percent of the
total funds available. Not coinciden-
tally. those States were represented by
36 of the 64 Public Works Committee
members. California, home State of the
chairman of the House Public Works
and Transportation Committee which
produced the bill, took 15 percent of
the total. about $290 million. for 51
projects. Arizona. by contrast, got just
three projects, for a total of $15 mil-
lion.

Had the earmarkings been eliminated
and the funding been distributed ac-
cording to the ISTEA formula instead,
Arizona would have gotten between
$800,000 and $7.6 million more than it
did under the bill. The three Arizona
projects would most certainly be fund-
ed under this alternative approach—
they all have merit, and are all of high
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priority—but the State would have had
more to devote to other worthy
projects as well. Twenty-seven other
States would also have done better
under the formula than they did under
earmarking.

The Senate refrained from such ear-
marking last year, and I am pleased
that both the House and Senate have
refrained this year. I support the provi-
sions of the McCain amendment that
would terminate 266 unstarted highway
demonstration projects that were au-
thorized or appropriated in prior years.

The amendment also eliminates
funding for the U.S. Travel and Tour-
ism Administration IUSTTAI Like the
Market Promotion Program that offers
subsidies to the agricultural industry,
the USTTA offers subsidies to the trav-
el industry for promotional activities
that I believe the industry ought to
bear on its own.

There are other programs, however.
that, in my opinion, should not be a
part of this package. They are not
pork. They are not corporate subsidies.

I am talking prinlarily about the B-
2 bomber. This is a program that is in
the national interest. This is not an
Arizona project. so I am not here to de-
fend it because my State has a major
economic interest in its production. I
do not differ with my colleague from
Arizona very often, but on this issue. I
must.

Mr. President. the Nation's long-
range bomber force consists primarily
of two aircraft: the B-52 and the B-i.
The 95 B-52's are all over 30 years old,
and their ability to penetrate modern
air defenses is doubtful. The 96 B—i's
were procured as an interim bomber
until B—2's were available.

For 40 years. the United States relied
on forward presence. or the deployment
of large forces in bases around the
world engaged in almost constant ma-
neuvers or exercises. With the decline
in defense spending and the withdrawal
of U.S. forces for overseas bases. the
United States will rely increasingly on
smaller military forces, operating prin-
cipally from North America. In the
past 6 years alone, the U.S. Air Force
has reduced its major overseas bases
from 38 to 15—a reduction of 61 percent.

Rather than forward presence. cur-
rent strategy calls for American power
to be projected abroad in response to
aggression in regional conflicts. The
combination of a bomber with stealthy
ow observable, long-range. and preci-
sion strike capabilities provides the
Nation with a competency never before
achieved. With its range and large pay-
load. B—2's can penetrate enemy air de-
fenses and disrupt enemy advances in
the critical early hours of conflict, be-
fore other forces arrive. Later in the
conflict, B—2's can strike deep to inter-
dict enemy follow-on forces or high-
value strategic targets without fight
escort.

I have two letters that I ask unani-
inous consent be printed in the
RECORD—one from seven former Sec-
retaries of Defense, and the other from
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the former air commander of the
Desert Shield/Desert Storm Air
Forces—that further expand on the
vital importance of the B-2 bomber to
the future Armed Forces of the United
States.

For these reasons, I believe that the
B—2 remains an integral component of
our future national security, and I
must, therefore. oppose the amend-
m ent.

There being no objection, the letters
were ordered to be printed in the
RECORD. as follows:
The PRESIDENT,
The White House.
Washington. DC.

DEAR MR. PREsrnm We are writing you
to express our concern about the impending
termination of the B-2 bomber production
line. After spending over $20 billion to de-
velop this revolutionary aircraft, current
plans call for closing Out the program with a
purchase of only twenty bombers. We believe
this plan does not adequately consider the
challenges to U.S. security that may arise in
the next century, and the central role that
the B-2 may play in meeting those chal-
lenges.

At present the nation's long-range bomber
force consists primarily of two aircraft the
B-52 and the B—I. The 95 B-52's are all over
thirty years old. and their ability to pene-
trate modern air defenses is very doubtful.
The 96 B-I's were procured as an interim
bomber until B-2s were available.

Even after all twenty B-2's are delivered,
the inventory of long-range bombers will
total barely 200 aircraft. This is not enough
to meet future requirements, particularly in
view of the attrition that would occur in a
conflict and the eventual need to retire the
B-52's. As the number of forward-deployed
aircraft carriers declines and the U.S. gradu-
ally withdraws from its overseas bases, it
will become increasingly difficult to use tac-
tical aircraft in bombing missions. It there-
fore is essential that steps be taken now to
preserve an adequate long-range bomber
force.

The B-2 was originally conceived to be the
nation's next generation bomber. and it re-
mains the most-effective means of rapidly
projecting force over great distances. Its
range will enable it to reach any point on
earth within hours after launch while being
deployed at only three secure bases around
the world. Its payload and array of muni-
tions will permit it to destroy numerous
time-sensitive targets in a single sortie. And
perhaps most importantly, its low-observ-
able characteristics will allow it to reach in-
tended targets without fear of interception.

The logic of continuing low-rate produc-
tion of the B-2 thus is both fiscal and oper-
ational. It is already apparent that the end
of the Cold War was neither the end of his-
tory nor the end of danger. We hope it also
will not be the end of the B-2. We urge you
to consider the purchase of more such air-
craft while the option still exists.

MELWN LAIRD.
DONALD RUMSFELD.
CASPAR WEINBERGER.
Dick CHENEY.
JAMES ScHLESINGER.
HAROLD BRO.
FRANK C?.RLuccI.

JUNE22. 1995.
Hon. STROM THURMOND,
US. Senate.
Washington, DC.

DEAR MR. CHAIRMAN: Earlier this month I
wrote to your colleagues in the House of
Representatives about the need to continue
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the B-2 program. The debate has now shifted
to the Senate and my concern with our fu-
ture security compels me to share the same
thoughts with you. This is a difficult letter
for me to write as in more than thirty years
of service in the Air Force. I have always
concentrated on military operations. and re-
frained from commenting on issues such as
whether or not to purchase a specific air-
craft. However, the Pentagon recently re-
leased a study based on assumptions. con-
straints. and methodology that can lead to
the conclusion that the United States can
safely terminate B-2 stealth bomber produc-
tion at 20 aircraft. As the former Air Com-
mander of the Desert Shield/Desert Storm
Air Forces. I feel a duty to put the B—2 de-
bate in perspective, and sound a warning on
any recommendation to stop production of
this aircraft. To put it bluntly, halting this
nations B-2 production capability is dan-
gerously short-sighted and would lead ulti-
mately to the extinction of the long-range
bomber force, at the very time when bombers
are emerging as Americas most critical 21st
Century military asset.

Since B-2 is the only bomber in production
or development, and the Pentagon has no
plans for a new bomber program in the fu-
ture. the B-2 program and America's bomber
production capability are one and the same.
If this sole remaining bomber capability is
lost, replacing our aging bombers will be-
come unaffordable. Inevitably, the nation
may lose its manned bomber force, and the
unique capabilities it provides. A new bomb-
er would take from 15-20 years to go from
the drawing board to the battlefield and cost
tens of billions of dollarsjust to design. With
the current administration balking at spend-
ing a fraction of this amount on a finished.
proven product, there is little likelihood of a
future government sinking many times that
amount into a new program. Even if a new
program was initiated in the near term.
most of our existing bombers would be obso-
lete before the first "B-3" entered service.
The next Desert Storm Air Commander
could be sending Americans into war aboard
a 70-year-old bomber, an act I find uncon-
scionable.

In my opinion, the B-2 is now more impor-
tant than ever. Heavy bombers have always
possessed two capabilities—long range and
large payload—not found in other elements
of our military forces. As we base more and
more of our forces in our homeland. the
bomber's intercontinental range enables us
to respond immediately to regional aggres-
sion with a rapid, conclusive military capa-
bility. Just as important. this capability
may deter aggressors even as the bombers sit
on the air base parking ramps in the United
States. In war, the large bomber payloads
provide a critical punch throughout the con-
flict—just ask General Schwarzkopf what he
wanted from the Air Force when he was
under attack in Vietnam, or whenever our
ground forces faced danger during 1)esert
Storm.

When the B-.2 adds to this equation are two
revolutionary capabilities not available in
any other long-range bomber—precision and
stealth. The Gulf War showed how precision
weapons delivery from stealthy platforms
provides a devastating military capability.
The F-117 stealth fighter proved its effective-
ness on the first day of the war when 36 air-
craft flew just 2.5 percent of the sorties. but
attacked almost 31 percent of the targets.

In the past, employing bombers for critical
missions against modern air defenses re-
quired large, costly packages of air escort
and defense suppression aircraft. The B—2s
unmatched survivability reduces the need for
escorts and defense suppression aircraft. As
we found in the Gulf War with the F-117,
stealth allows the U.S. to strike any target
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with both surprise and near impunity. Anal-
ysis of the Gulf War air campaign reveals
that each F-117 sortie was worth approxi-
mately eight non-stealth sorties. To put B-2
capabilities into perspective, consider that
the B-2 carries eight times the precision pay-
load of the F-117, has up to six times the
range. and will be able to accurately deliver
its weapons through clouds or smoke. What
does all of this mean? It means that a single
B-2 can accomplish missions that required
dozens of non-stealthy aircraft in the past.

Many may wonder why the Department of
Defense would advocate terminating the
most advanced weapon system ever devel-
oped. The B-2 program was cut by the Bush
Administration for budget-related political
reasons. and some concern that the program
would not meet expectations. Since then, de-
livered aircraft have demonstrated. without
qualification, that the B-2 is a superb weap-
on system—performing even better than ex-
pected.

Yet. defense spending has declined, bomber
expertise has been funneled out of the Air
Force. and people's careers have been vested
in other programs. Unfortunately, some in
the Army and Navy believe the B-2's revolu-
tionary capability is a threat to their own
services' continuing relevancy. Just the op-
posite is true, long-range, survivable bomb-
ers will contribute to the effectiveness of the
shorter range carrier air by striking those
targets which pose the greatest threat to our
ships. The troops on the ground have long
recognized the value of air support. espe-
cially the tremendous impact that large
bomb loads have on enemy soldiers. This was
again demonstrated by the B-52 strikes used
to demoralize the Iraqi Army. If anyone
needs B-2s, it's our soldiers and sailors.
Some people harp on the issue of the B-2's
cost. The Air Force. at times, seems at odds
about asking for this much needed aircraft
because they fear it could endanger their
number one priority program. the F-22. All
miss the point. True the B-2 has a high ini-
tial cost. but its capabilities allow it to ac-
complish mission objectives at a lower total
cost than other alternatives, And keep in
mind. the true cost of any weapons system is
how many or how few lives of our service
personnel are lost. The B-2 lowers the risk to
our men and women. The B-2 will allow us to
accept lower levels of overall military spend-
ing without compromising our security.

As we approach this year's critical defense
budget decisions, it is important that we un-
derstand the long-term national and inter-
national security ramifications of the quan-
tum leap in military capabilities offered by
the B-2. If we don't, it may disappear when
we need it most, and can buy it most cheap-
ly. Make no mistake about this: the B-2 is
designed to extend America's defense capa-
bilities into the next Century. Can we afford
to do less?

Sincerely,
Ci'iA1LEs A. HORNER,

General. USAF (Ret.).
LOW-INCOME HOUSING TAX CREDIT

Mr. D'AMATO, Mr. President, I
would like to express to my colleagues
my deep concern regarding the House
Ways and Means Committee's proposal
to sunset the low-income housing tax
credit in 1997, pending a GAO review of
the management of the program.

The low-income housing tax credit is
the Federal Government's principal
rental housing production program
that results in significant private cap-
ital for the development of affordable
rental housing. Since its inception, as
part of the 1986 Tax Reform Act, the
low-income housing tax credit has en-
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joyed broad bi-partisan support in both
the House and the Senate. In fact, that
support became very clear when 75 per-
cent of the House and nearly 90 percent
of the Senate went on record as re-
cently as 1992 in support of legislation
to make the credit permanent. It was
made permanent in 1993.

Since 1986 the credit has mobilized
private capital for public benefit, at-
tracting more than $12 billion in pri-
vate investment. Nearly 800,000 units of
rental housing for lower income work-
ing families and the elderly have been
constructed or rehabilitated with the
low-income housing tax credit. This
has lead to the creation of 90.000 jobs
each year and resulted in $2.8 billion in
wages and $1.3 billion in additional tax
revenues.

According to the New York State
Housing Finance Agency. in 1994, in our
home State, over 6,100 units of rental
housing were made possible because of
the credit. Over 77 percent of those
units, 4.700. were for low-income fami-
lies, and the production of those units
directly resulted in an estimated $520
million of housing investment in the
State of New York.

That being said, does the Senator
from New York find it as puzzling as I
do that the Way and Means Committee
would propose to terminate the low-in-
come housing tax credit without bene-
fit of hearings: without any authori-
tative evidence that the program is not
working in an effective manner, and,
especially before any review or study?

Mr. MOYNIHAN. Mr. President, I
agree with the comments of my friend
and colleague, Senator D'AMATO, and I
share his concern of the proposed sun-
set of the low-income housing tax cred-
it.

The credit is a principal incentive
which Congress makes available to in-
dividuals and corporations to invest in
apartment construction and rehabilita-
tion devoted to low-income renters. In
fact. when the credit became perma-
nent in 1993, it attracted many new,
high quality developers to the con-
struction of lower income rental hous-
ing. Today, the credit accounts for one
out of every four apartments con-
structed nationwide and virtually all of
the production of affordable rental
housing.

More importantly, State agencies,
acting under Federal guidelines, man-
age the low-income housing tax credit
program with a minimum of red tape.
Under current law. the credit is limited
to $1.25 per capita per State and is ad-
ministered by the States on behalf of
the Federal Government. Investors pro-
vide equity to projects in exchange for
the credits to facilitate the develop-
ment of affordable units. For 1995,
based upon our Nation's current popu-
lation, the States will allocate $325
million in credits, resulting in about
$1.85 billion of private equity being in-
vested in affordable housing. I could
not agree more that to sunset one of
the best examples of public-private
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partnership and Federal-State partner-
ship would be a grave error.

Mr. D'AMATO. Mr. President, I
would like to express to Chairman
ROTH and Senator MOYNIHAN my hope
that when we go into Conference on
this matter, that the Senate will be
firm in its resolve not to recede to the
House on any proposal that would sur-
set the low-income housing tax credit.

Mr. ROTH. Mr. President. I certainty
understand and sympathize with the
concerns raised by Senators D'AMATO
and MOYNIHAN. I have received a nurn-
ber of letters from Members on both
sides of the aisle that reflect the con-
cerns you have voiced today. In adth-
tion, I have received many letters from
Governors noting their strong opposi-
tion to terminating the low-income
housing tax credit.

ANWR

Mr. JOHNSTON. Mr. President, I

strongly support the provisions of this
legislation opening the coastal plain of
the Arctic National Wildlife Refuge in
Alaska for oil and gas leasing. explo.
ration and development.

Mr. President. the Arctic National
Wildlife Refuge LANWR] is seen by
many as a place of great beauty. It is
a place of vastness, a place where the
land stretches farther than the eye can
see. It provides important habitat for
muskoxen. brown bears, polar bears.
wolverines and a multitude of migrat-
ing and other birds. It is a place where,
in the summer months, the porcupine
caribou herd roams, and rainbows arch
over the Beaufort Sea.

But a different kind of national
treasure is thought to underlie the sur-
face of a small portion of ANWR. That
national treasure is oil—huge quan-
tities of oil. Simply put. the coastal
plain of ANWR represents the most
highly prospective onshore oil and gas
region remaining in the United States.

Mr. President, if developing the large
quantities of oil thought to underlie
the coastal plain would, as some sug-
gest. destroy the 19 million-acre Arctic
National Wildlife Refuge, then the
question of proceeding would be much
more difficult. But that is not the
issue. The coastal plain can and should
be developed in an environmentally
sound and sensitive way that does not
despoil the wildlife and other environ-
mental values of ANWR.

Mr. President, the case for authoriz-
ing oil and gas leasing in ANWR is as
compelling as it is straightforward.

First, oil and gas activity would be
limited to only a small portion of the
refuge—the 1.5 million-acre coastal
plain—also known as the 1002 area—'
an area some 30 miles wide by 100 miles
long. Absolutely no oil and gas activity
would take place on the remaining 17.5
million acres that comprise the refuge.
In fact, approximately eight million
acres of ANWR. have already been des-
ignated as wilderness, including 450,000
acres of the coastal plain region be-
tween the Aichilik River and the Cana-
dian border.
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In addition, the technology and the

environmental sensitivity of oil field
development in the Arctic have evolved
steadily in the 25 years since the oil
and gas facilities at Prudhoe Bay,
which are located directly west of
ANWR, were designed and constructed.
Given these advances, and with the en-
vironmental safeguards that are cur-
rently applicable to all oil and gas ac-
tivities in the Arctic, development can
take place on the coastal plain in an
environmentally sound manner with-
out lasting effects.

It is a serious misconception that oil
and gas development would destroy the
habitat functions of the coastal plain.
In reality, full leasing, development
and production from three oil fields.
for example, would affect less than 1

percent of the area's land surface by
both direct habitat alteration and by
indirect effects such as road dust or
local impoundments of water along a
road. Ninety-nine percent of the area
would remain untouched: and the
area's habitat will not be altered suffi-
ciently to affect the size, growth rate.
or regional distribution of fish and
wildlife populations. The area will con-
tinue to be used by caribou for calving
and will continue to provide habitat for
polar bears, brown bears, wolves,
muskoxen, and millions of birds.

The only significant change on the
coastal plain would be aesthetic. If oil
is discovered, widely spaced roads.
pipelines, drilling structures, and sup-
port facilities would be visible on the
coastal plain. Of course, even these fa-
cilities would be removed and graveled
areas rehabilitated when production
ceased. During the years of exploration
and production, the coastal plain re-
gion will still support wildlife, provide
recreational opportunities, and be
home to the Inupiat Eskimo.

Mr. President. the vegetation and
wildlife inhabiting the coastal plain
are well adapted to the extreme Arctic
environment. Biological evidence does
not support the popular notion that
wildlife and plants in the region are
fragile things, living on the edge of sur-
vival. After a decade of study, there is
no evidence that oil development at
IPrudhoe Bay had an adverse effect on
significant numbers of wildlife. The
central arctic caribou herd uses
Prudhoe Bay and the surrounding area
for calving. This herd has grown from
3.000 to 18,000 animals since oil develop-
ment activities began at Prudhoe Bay
in the early 1970's. The caribou live
alongside the structures related to oil
and gas activity. such as roads. pipe-
lines, and drilling pads. with no ill ef-
fects.

While it is true that the porcupine
caribou herd uses a portion of the
coastal plain for 6 to 8 weeks each
year. it is not true that this area con-
tains core calving areas critical to the
survival of the 150,000 animals which
currently comprise the herd. In the
first place. the herd calves throughout
a huge expanse of territory in Canada
and Alaska, including portions of
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ANWR. In some years. probably as a re-
sult of snow conditions or the presence
of predators, only a very few caribou
calve in the coastal plain at all. In
other years, there is a higher con-
centration of calving in certain areas
of the coastal plain. The widespread
and annually variable distribution of
calving strongly suggests that no one
small portion of this huge calving area
is critical to maintaining the viability
of the porcupine caribou herd.

Finally, the human activity resulting
from oil production would not be new
to the coastal plain. Although human
presence in the coastal plain region has
been relatively light, there has been.
and continues to be, evidence of man in
the area. There have been three DEW.
line stations—one of which is still ac-
tive—there is a Native village,
Kaktovik, which has been relocated in
the area three times in recent history.
and there have been, and continue to
be considerable subsistence activities
in the area.

Mr. President. let me now turn to the
crucial importance to our Nation of the
oil thought to underlie the coastal
plain. For the foreseeable future, oil
will remain a critical fuel for the Unit-
ed States and other industrialized na-
tions. Currently, the United States
consumes approximately 17 million
barrels of oil per day. The Department
of Energy projects that under current
policies, this may well increase to al-
most 23 million barrels per day by the
year 2010. At the same time. domestic
production will decline, resulting in a
significant increase in foreign oil im-
ports. DOE projects that domestic pro-
duction of crude oil will fall from to-
day's level of 6.8 million barrels per
day to 54 million barrels per day in
2010. a decrease of 21 percent.

Imports of foreign oil are projected
to increase substantially by the year
2010. making our Nation dependent on
foreign oil for more than 60 percent of
our oil needs. This level of import de-
pendence is extremely dangerous for
our country.

More significantly, as the Persian
Gulf war tragically demonstrated, oil
is an important strategic resource. and
the struggle to control that region's
vast oil reserves can disrupt the deli-
cate balance of peace in the Middle
East.

United States oil imports are so mas-
sive, and the use of oil is so ingrained
in our economy, that a substantial de-.
mand for oil will exist for the foresee-
able future—certainly well into the
early decades of the 21st century. This
conclusion remains firm in the face of
even the most optimistic assumptions
about increases in energy efficiency
and the substitution of alternative
fuels. These policies alone will not suf-
fice. Unless domestic oil production is
encouraged and pursued. oil imports
will continue to rise, and rise signifi-
cantly.

By any measure, the coastal plain of
ANWR represents the primary prospect
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for domestic onshore oil and gas explo-
ration in the United States. The oppo-
nents of opening the coastal plain
argue that the amount of oil at stake
is not significant, that it is only a 200-
day supply. However, a single field
large enough to supply this country
with all of the oil it consumes for 200
days represents a huge reservoir of oil.
Eighty percent of all onshore oil fields
discovered in the lower 48 States over
the last 100 years have contained less
than I day's supply.

According to the BLM, the mean es-
timate of oil thought to be economi-
cally recoverable from the coastal
plain of the ANWR is 3.2 billion barrels.
The range of estimated economically
recoverable reserves runs from 400 mil-
lion barrels to over 9 billion barrels.
The probability of discovering eco-
nomically recoverable oil has been es-
timated by that agency at 46 percent.
The oil industry routinely considers
probabilities of discovery in the range
of 10 percent worth the payment of sub-
stantial bonuses for the right to ex-
plore for oil.

As many of my colleagues know, the
USGS has recently completed its 1995
assessment of onshore oil and gas re-
sources for the United States. In gen-
eral, the assessment shows an increase
in the amount of natural gas thought
to be present in northern Alaska and a
decrease in the amount of oil thought
to be present in that area. The USGS
has prepared a preliminary analysis of
the oil potential of the coastal plain
and has concluded in a draft memoran-
dum that the mean estimate for oil in
the 1002 area is slightly less than a bil-
lion barrels, with a I in 20 chance that
some 4 billion barrels are present. The
agency is currently in the process of
gathering more information from the
1002 area to refine its very preliminary
estimate. The BLM, it should be noted,
continues to have confidence in its ear-
lier mean estimate of 3.2 billion barrels
for the 1002 area.

Since 1980. when we began to debate
the issue of opening the coastal plain
of ANWR. there have been numerous
studies and estimates of the amount of
oil likely to be found if the area is
opened to leasing. These estimates
have been made by the BLM, USGS,
the Energy Information Administra-
tion, the GAO. the State of Alaska, the
American Association of Petroleum
Geologists, and others. These estimates
vary considerably due to different
methodologies employed, different in-
terpretations of geologic data, and dif-
fering geologic engineering and eco-
nomic assumptions that are made rel-
ative to the methodology.

As a result, it is very difficult to di-
rectly compare these estimates. How-
ever. two important conclusions can be
drawn from these estimates.

First, they all reflect a wide range of
uncertainty, which is expected for an
area that has not been drilled. Until we
have reliable well data from the 1002
area, we simply have no way of know-
ing how great the potential of the area
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is. Second. all these estimates show a
very large potential for oil and gas,
with even the lowest estimates that
have been made having an upside po-
tential of at least 4 billion barrels.

In addition to the benefits to the
country provided by the oil itself, the
Federal Treasury will also benefit.
Under the ANWR provisions contained
in the bill currently before the Senate,
the CBO estimates that two lease sales
in the coastal plain will occur between
now and the year 2000 which will result
in bonus bids totalling $2.6 billion. The
legislation requires a 50—50 revenue
split with the State of Alaska—the
same as other western States—which
will mean that the Federal Treasury
will receive $1.3 billion in new revenue
during the next 7 years if the coastal
plain is leased. Should oil be discovered
and produced from ANWR in signifi-
cant amounts, a steady stream of roy-
alty incpme will also accrue to the
Federal Treasury for many years to
come.

In addition to the direct budget plus
for the Treasury, this measure provides
that the Federal share—50%—of bonus
bid revenues in excess of $2.6 billion
will be made directly available for
maintenance, repair and rehabilitation
projects at our Nation's national parks
and refuges. This provision will provide
a significant funding source for our
parks that so desperately need more
money.

Mr. President, oil and gas develop-
ment on the coastal plain is a step that
must not be postponed any longer.
Most experts agree that it will take up
to 10 or 15 years before commercial pro-
duction could begin if the area is leased
this year. Sometime between 2008 and
2014, the DOE estimates that produc-
tion from Prudhoe Bay and adjacent
fields, which currently account for
nearly 25 percent of our domestic oil
production. is projected to decline to
approximately 300,000 barrels per day.
the minimum level needed to operate
the Trans-Alaska Pipeline System
[TAPS]. If we continue to delay explor-
ing for oil on the coastal plain and de-
veloping what we find there, the TAPS
could be forced to shut down, and we
will have lost our ability to transport
billions of barrels of Alaskan oil to
waiting consumers.

When Congress enacted the Alaska
National Interest Lands Conservation
Act in 1980, we declined to designate
this portion of ANWR as wilderness
and specifically reserved for ourselves
the decision on whether that area
should be made available for oil and
gas leasing. We directed the Secretary
of the Interior to study the area and to
make recommendations on whether to
allow oil and gas development. In 1987,
the Secretary recommended that oil
and gas development be allowed to
take place. Since that report was is-
sued, the Senate Energy and Natural
Resources Committee alone has con-
ducted 11 hearings and built a solid and
thorough record on this issue. Our
committee has voted on three separate
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occasions, on a bipartisan basis, to pro-
ceed with oil and gas leasing.

It is now time for the Senate to exer-
cise its responsibility and make a deci-
sion with respect to oil and gas devel-
opment on the coastal plain. Our Na-
tion can have the benefit of the oil
from ANWR. the revenues leasing will
generate, and still preserve the beauty
and the vastness of the Refuge.

ThE BUDGET REcONcILIATION BILL—A MIssED
OPPOR'WNITY TO MAKE sMART cHoIcEs

Mr. DORGAN. Mr. President. during
the past few days. we have had exten-
sive debate on the Senate floor about
what this budget reconciliation pack-
age will mean for the Medicare and
Medicaid programs. Now, as we reach
the conclusion of this debate, I want to
explain some of the reasons why I must
oppose it.

I want to say right off that I am
deeply committed to ensuring that the
Medicare and Medicaid programs will
be here for the millions of older Ameri-
cans, children, and individuals with
disabilities who have come to rely on
the services they provide. Thanks to
Medicare, 99 percent of senior citizens,
who have paid into the program during
their working years, now have afford-
able, guaranteed health care coverage.
Likewise, Medicaid provides a much-
needed safety net for 36 million low-in-
come elderly nursing home patients,
the disabled, and pregnant women and
children.

{AT IS THIS DEBATE ABOUT
The debate on Medicare and Medicaid

has centered not so much around
whether projected spending for these
programs should be reduced, because
Members of both parties agree that
this should be done. Instead the focus
has been on how much spending should
be cut. I believe we should limit the
rate of growth of both of these pro-
grams to a more sustainable level so
that they will continue to be here for
the beneficiaries who depend on them.

However, I am convinced that the bill
before us—which will cut projected
Medicare spending by $270 billion and
Medicaid spending by $182 billion—goes
far beyond what should be done to
achieve this goal. and instead will jeop-
ardize the very programs the reduc-
tions are intended to protect. This
drastic level of cuts would require that
Medicare spending per beneficiary be
held to a growth rate of 4.9 percent,
while private health insurance will
continue to grow at a rate of 7.6 per-
cent per person. It is just not reason-
able to expect Medicare to grow by
such a small amount, especially when
you consider that 200,000 Americans be-
come eligible for the program each
month. Just within the 7 years covered
by this budget reconciliation bill, Med-
icare will insure 3.7 million more peo-
ple than it does today.

We have been told repeatedly by the
majority that these $450 billion in cuts
are necessary, particularly to save the
Medicare program from insolvency.



S 16068
But according to Medicare actuaries.
only $89 billion is needed to extend the
Medicare trust fund for 10 years.

So why does this bill cut Medicare by
$181 billion more than the experts sy
is necessary—and cut Medicaid by $182
billion? Because this budget reconcili-
ation bill also contains $245 billion in
new tax breaks, which will largely ben-
efit the wealthiest in our country.

It is wrong to be making an unprece-
dented level of cuts to Medicare, Med-
icaid. and other critical programs
while granting tax relief to people
making over $100,000 per year and t.o
large corporations taking advantage of
tax loopholes.

THE IMPACT OF THI5 BILL ON 5EMORS
Under this bill, older Americans will

be asked to pay more for their health
care but can expect to get less for their
money. The premiums that seniors pay
Out of their Social Security checks for
their physician services will double and
could exceed $100 per month in the year
2002. On top of that, their deductible
would also increase from $100 to $220.

I fear that these premium and de-
ductible increases could make Medi'
care coverage out of reach for some
seniors. Most older Americans have
very modest incomes. Seventy-five per
cent of seniors on Medicare live on less
than $25,000 a year. And in North Da-
kota. older Americans get by on even
less: 70 percent of our state's seniors
have incomes of under $15,000.

Already, seniors spend 21 percent of
their income for health care. In 1994,
the average older American spent $2,500
for medical care, prescription drugs.
and other health care expenses not cov-
ered by Medicare—and this figure does
not even include the cost of long-term
nursing home care, which averages
nearly $40,000 a year.

In addition to costing more, the qual-
ity of health care older Americans re-
ceive could very well decline. That is
because the portion of the cuts that do
not fall directly on beneficiaries will be
borne by doctors, hospitals, and other
health care providers, who even now
are reimbursed at only 68 percent of
the amount they get from private
payors. As a result, these cuts could
create a second-class health care sys-
tem for the elderly.

This budget bill, with its $182 billion
cut in projected Medicaid spending,
could force hundreds of thousands of
middle-income seniors and their fami-
lies to shoulder the substantial burden
of nursing home costs also. It turns the
Medicaid program over to the states in
the form of a block grant and repeals
the Federal guarantee for nursing
home care for the 60 percent of nursing
home patients who qualify for Medic-
aid—many of whom have already used
up their life savings in paying for their
care.

cONsEQUENcES OF MEDIcAID' BLOCK GRANT"
FOR THE NEEDY

Our Nations seniors are not the only
ones who are being asked to pay the
bill for tax breaks for wealthy individ-
uals and corporations. Children will
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also lose under this plan to turn Medic-
aid over to the States as a block grant.
One in five children currently receive
their health care through Medicaid.
Their care is not expensive—they rep-
resent 50 percent of all Medicaid bene-
ficiaries but receive only 15 percent of
the benefits—but it is important. The
immunizations and preventive care
that these kids receive help them to
grow up to be healthy. productive
adults. I think it is also worthwhile to
note that fully half of the kids now
covered by Medicaid are members of
working families.

Under the block-grant plan. North
Dakota will receive 22 percent less
Medicaid funding over the next 7 years
than our State is projected to need.
Cutting provider reimbursement rates
and enrolling more beneficiaries in
managed care simply will not generate
enough savings to offset the loss in
Federal funding, so States will have no
choice but to terminate coverage for
some current recipients or to reduce
the benefits offered.

IMPACT ON THE HEALTH cARE 5YSTEM

I believe cuts of the magnitude called
for under this bill will also devastate
the health care system. particularly in
rural areas. The majority of the sav-
ings achieved in Medicare will come
through reducing payments to hos-
pitals. home health care providers, and
other health care professionals.

One-quarter of all rural hospitals are
already operating at a loss and are in
danger of being shut down if their pay-
ments are reduced further. Rural hos-
pitals are dependent largely on Medi-
care and Medicaid patients for their
livelihood. Between 1983 and 1993, the
number of rural hospitals dropped by 17
percent, compared to a 2 percent drop
in urban hospitals. Rural residents al-
ready suffer from a lack of access to
medical care, and additional hospital
closings in rural areas will further ex-
acerbate this problem.

Cuts of this magnitude cannot be ab-
sorbed within the Medicare system
alone, so health care providers may
have no choice but to shift the burden
for their uncompensated costs onto
their other patients in the form of
higher fees. I do not think it makes
much sense to force higher costs for
medical bills and health insurance onto
the rest of the population. thereby
pricing health care Out of reach for
even more Americans.

A RESPONSIBLE MEDIcARE ALTERNATIVE

I believe it is possible to balance the
budget and protect Medicare at the
same time, and I supported Senator
ROCKEFELLER's amendment that would
have accomplished this goal. Under
Senator ROCKEFELLER'S amendment,
Medicare's projected spending would
have been reduced by $89 billion, ensur-
ing the solvency of the Medicare trust
fund through 2006. This $89 billion is a
far more reasonable reduction and
c:ould have been achieved without new
increases in costs for people who sim-
ply cannot afford to pay more for
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health care and without damaging our
world-class health care system.

Senator ROCKEFELLER'S amendment
would have been paid for by scaling
back the tax breaks provided in this
bill for wealthy Americans. I thought
that was the responsible course of ac-
tion, but unfortunately, a majority of
my colleagues did not agree, and the
Rockefeller amendment was rejected
by a 53-46 vote,

A BETTER cE-I0ICE FOR MEDIcAID

As with Medicare. I agree that we
must control Medicaid's rate of
growth. but I caru-lot support the block
grant approach provided for in this bill.
As an alternative. I voted for Senator
BOB GRAHAM of Florida's amendment
to reduce Medicaid's projected spend-
ing by a more reasonable $62 billion
over seven years. This amendment
would have maintained the guaranteed
safety net that Medicaid provides for
more than 36 million needy older
Americans, the disabled. and pregnant
women and children. At the same time.
the Graham amendment would have re-
strained the rate of growth of the Med-
icaid program by placing a cap on fed-
eral funding based on per person spend-
ing. rather than by a flat block grant.
But, as with the Rockefeller amend-
ment for Medicare. Senator GRAHAM'S
amendment was defeated by a narrow
51—48 margin.

I am very disappointed that a major-
ity of my colleagues have let these op-
portunities for responsibly controlling
Medicare and Medicaid spending pass
them by. and I simply cannot support
the more drastic, and unnecessary,
cuts to spending still called for in this
bill.

President Clinton has indicated that
he will veto this bill unless these se-
vere cuts are moderated before it
reaches his desk. It is my sincere hope
that, after this bill is vetoed, Congress
and the President will be able to work
together to achieve a reasonable com-
promise that will provide the fiscal dis-
cipline the American people want from
the Federal Government without sac-
rificing the health security they de-
serve.

Mr. ROCKEFELLER. Mr. President.
in my view, every United States Sen-
ator will be making a statement about
their fundamental priorities as they
cast their vote on this reconciliation
package. While each and every vote
cast on this floor is key. today's vote
on the reconciliation bill is a pivotal
one about the future of our country.
and the role that our Federal Govern-
ment can and should play in the lives
and well-being of American families.

While most of our debates have fo-
cused on budget numbers. I have tried
to talk about the families and the real
people who depend on Medicare. Medic-
aid. student loans and all the other
major programs affected by this legis-
lation in many serious ways. The pro-
visions of this bill will have enormous
impact on children, families. and sen-
iors in West Virginia and every State
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in this Nation. We should be mindful of
them as we cast our votes.

I want to be clear. I believe we can
and should balance the Federal budget
and eliminate the Federal deficit. This
is a vital goal. but it is equally impor-
tant to ensure that the burdens of
achieving a balanced budget are re-
sponsibly and fairly shared among all
Americans. I strongly feel that we
should not balance the budget on the
backs of seniors, poor children, and
working families.

The programs that would be dras-
tically cut and changed by this rec-
onciliation bill often are the difference
between security and insecurity,
health and illness, and sometimes life
or death for seniors and American fam-
ilies who depend on Federal programs
for their health care security.

I was proud to take the lead in offer-
ing the first major amendment to this
budget, designed to save Medicare, a
historic program that has provided sen-
iors with health care security since
1965, giving them peace of mind and a
higher quality of life. While some may
cast aspersions on Medicare, I believe
it is one of America's proudest achieve-
ments.

Our amendment was not to retain the
status quo. We know we must make
changes in the system to restore the
solvency of the Medicare trust fund.
But the solvency of the trust fund does
not require cutting Medicare by $270
billion. Such extreme cuts will threat-
en health care for 30 million seniors—
330,000 of them living in West Vir-
ginia—and further erode our health
care system.

For seniors, the reconciliation pack-
age means that their Medicare
deductibles will double and their pre-
miums will skyrocket. When the aver-
age income of seniors citizens is $17,750,
and they pay 21 percent of their income
on health care, they are incredulOus
and petrified to hear that their Medi-
care is being used to pay for tax breaks
and tax give-aways to far, far wealthier
Americans and every imaginable kind
of corporation.

I cannot go back to West Virginia
and hold town meetings in senior cen-
ters as I often do, and justify a vote to
slash Medicare by $270 billion in order
to finance tax breaks for the wealthy.
West Virginians believe in fairness and
common sense, and this attack on Med-
icare flunks that test.

Seniors will not be the only ones
hurt by the budget's Medicare cuts.
West Virginia hospitals are threatened
with the possibility of losing $25 mil-
lion in 1996 and more than $681 million
over the next 7 years, and I fear that
some of our hospitals may not survive
such cuts.

For real people in West Virginia who
depend on Medicare for their health
care coverage, the Republican rhetoric
about Medicare reform rings hollow.

And Medicare is not the only health
care program slated for harsh cuts
under this Republican plan. This rec-
onciliation package also seeks to cut
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Medicaid funding by a whopping $187
billion over 7 years.

People need to understand what such
harsh cuts mean. Medicaid covers poor
children, pregnant women, the dis-
abled, and low-income seniors who need
nursing home care. What happens to
these people and their families when
we slash Medicaid funding?

Coming from West Virginia, when I
think of a family, I think about chil-
dren, parents and grandparents. What
happens to parents struggling to bal-
ance raising children and caring for
aging parents?

If a working family gets a new child
tax credit but loses Medicaid nursing
home coverage for an aging parent.
what is the overall effect on that fam-
ily? The child tax credit is $500 a year
for "some" families lucky enough to
qualify, but the loss of Medicaid nurs-
ing home coverage will cost those same
families $16,000 to $30,000 a year.

For example. Julie Sayres of Charles-
ton, WV cared for her mother who suf-
fers with Alzheimer's Disease as long
as she could at home. But as her moth-
er's illness got worse, she had to move
to a local nursing home where Julie
can visit her daily. Julie may get a
partial child tax credit of $500 under
this package, but if she cannot get
Medicaid coverage for her mother in
the nursing home when her mother's
meager savings are exhausted, Julie
and her family with be much, much
worse off. That child tax credit will not
cover even a month of nursing home
care for her mother.

This is real story about a family
hurt, not helped by drastic health care
cuts in this package. In my State of
West Virginia, over 21 percent of our
residents rely on Medicaid so their are
countless more stories and fears about
what will happen to aging parents.

And it will not just be individual
families hurt by the Medicaid cuts. The
health care system in my State is frag-
ile, rural hospitals are already closing.
and West Virginia cannot absorb more
than $4 billion in cuts without cutting
necessary health care services, includ-
ing basic issues like infant mortality.
A recent newspaper article made this
point, clearly with a headline: "[Medic-
aid] Cuts may affect infant mortality."
The article reports that my State.
thanks to Medicaid-funded programs,
has reduced its infant mortality death
rate from 18.4 deaths per 1.000 in 1975 to
6.2 deaths per 1,000 in 1994 which is even
better than the national rate of 8.0
deaths per 1,000 births. As Governor, I
helped start the effort to reduce infant
mortality, and I must protest any ac-
tion that turns back the clock.

We should not tolerate backwards
steps on basic health care objectives
like reducing infant mortality.

I understand that Medicaid needs re-
form and Democrats offered an amend-
ment that suggested reducing the
growth in Medicaid spending in a re-
sponsible way with a per capita cap. I
truly want meaningful reform of health
care, but I do not believe that creating
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a Medicaid block grant is serious re-
form. it is merely passing the buck—or
actually passes far fewer dollars and
far greater problems onto States. This
is not fair to states or to the Ameri-
cans who desperately need health care
from Federal programs.

The assault on families in this budg-
et package is not limited to the at-
tacks on federal health care programs.
Republican rhetoric claims that this
legislation will help families, because
of its $500 child tax credit.

As chairman of the National Com-
mission on Children, I am clearly on
record in support of a child tax credit,
but it must be a refundable credit so
that children in all families can bene-
fit. Unfortunately, the child tax credit
in this legislation is not refundable,
and every amendment offered to make
it even partially refundable was re-

jected. Consequently, over 20 million
children are excluded from this child
tax credit, and I do not think this is
fair. These children are in families
earning less that $30,000 a year and
their parents clearly need and deserve
a tax break.

To add insult to injury, not only do
Republicans deny the credit to such
hard working, low-wage families, Re-
publicans are paying for the credit by
imposing a tax increase on working
families by cutting $43 billion from the
earned income tax credit (EITC).

There has been much debate about
the EITC, and I want to clearly state
that EITC is tax relief only available
to working families, and it is designed
to offset payroll taxes, which often are
a greater tax burden for low wage fami-
lies than personal income taxes.

The Republican leadership dismisses
these arguments, saying that their tax
package helps middle class American
families. And this sounds good, but I
want to know how they define the mid-
dle class?

In my State of West Virginia, we be-
lieve that parents who go to work
every day and struggle to raise their
children are middle class, admirable
and deserving of support and encour-
agement. More than 65 percent of our
taxpayers are working hard but earn
less—less than $30,000. For many of
these families, they will worse off, not
better, under this bill.

Just 2 years ago, these working fami-
lies were promised tax relief. Now Re-
publicans are reneging on that deal and
raising taxes on families earning less
than $30,000. For families with two or
more children, their taxes will go up an
average of $483. For families with one
child, taxes will keep an average of
$410. This will hit more than 77.000 fam-
ilies with children in my state of West
Virginia alone.

But such numbers can be numbing.
We need to get beyond the rhetoric and
look at real families.

A real family, like the Helmick fam-
ily of New Milton. WV, will be worse
off, not better. The Helmick family has
6 children, ranging in age from 15 to
four. Mr. Helmick works full-time as a
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truck driver for a local construction
company, and Mrs. Helmick is a fu1-
time homemaker. In the past. they
have used their EITC for baby fur-
niture and to buy a used truck so Mr.
Helmick has reliable transportation to
get to work. Mr. Helmick will not get
to claim the full tax credit for his chil-
dren, and he will lose EITC benefits
under the Republican plan.

This is a real working family that
will be hurt, not helped.

Families like the Helmicks cannot
claim all of the child tax credit, and
they will be hurt by the cuts in EITC:
and I doubt that they will be claiming
capital gains tax breaks either. For
them, this package does little more
than renew their cynicism since it re-
neges on promises made just two years
ago when we told families to play by
the rules, go to work instead of on wel-
fare, and we will offset your payroll
taxes so that you do not have to raise
your children in poverty.

Mr. President, I am not against the
idea of tax cuts. In fact, I would sup-
port a limited tax cut for the most
needy families and some relief from
burdensome taxes for companies that
need it. But when you look at this bill.
while it was artfully crafted to appear
to have something for everyone, it is
really a farce. It is full of tax pork for
the wealthy and goodies for those who
do not really need it.

On the surface, how can anyone op-
pose tax relief for families? The Repub-
lican rhetoric is. as always, good—tax
relief for families, and help for compa-
nies to create jobs. It sounds so tempt-
ing to give hundreds of billions of dol-
lars away, but when you look at what
Republicans are reality doing. and how
they are doing it. you say ' wait a
minute.' Their rhetoric is one thing.
but reality is another.

They say they are balancing the
budget. but they will add nearly a tril-
lion dollars to our national debt in the
next seven years. They say the tax cut
is ' paid-for" by an economic dividend
of balancing the budget; but the truth
is. they are adding $224 billion to our
accumulated debt over the next 7

years. In fact, if you add interest, the
total is more like $268 billion. Repub-
licans are borrowing money from the
middle class they claim to be cham-
pioning in order to give money away to
their fat-cat friends.

Think of it as a new credit card with
a credit line of $1,000. Every month you
take home $1,500 after taxes and spend
$1,600. You can do that because you
have the credit card. You are charging
$100 every month to your credit line.
Well, after 5 months, you owe the $500
you borrowed on your credit card, plus
interest. Then you decide, you don't
like spending more than you are mak-
ing, so you force yourself to spend less.
For the next 7 months, you bring your
spending down from $1,600 a month to
$1,585 a month, then $1,570 a month,
then $1,570 a month, and so on until at
the end of the year. you are spending
$1,500 a month. You have a Balanced
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Budget. You are making $1,500 a month
and spending $1,500 a month. Then you
look at your balance you owe on your
credit card, and guess what—you owe
$800. plus interest. How did that hap-
pen? You went on a path to balance in
June when you owed $500 plus interest.
but in December you owe more than
$800. It is because every month on the
way to balance, you borrowed more to
cover your over spending. You bor-
rowed $85 dollars one month, $70 the
next, $55 the month after that, and so
on.

That is what this bill does. Sure, it
gets us to balance by 2002, but along
the way, we are going to overspend
what we take in by nearly $1 trillion.
Every year between now and 2002 we
spend more than we take in. We borrow
more to pay for this tax cut. That is $1
trillion added to our accumulated debt.
And of that $1 trillion added to the
debt, $224 billion is this tax cut ($268
billion, if you add the interest). If we
got rid of this tax cut, or reduced the
tax cut down to size of the real eco-
nomic dividend, our deficit every year
would be less. and the accumulated
debt. the amount the American people
owe, would be less.

This debate is about priorities. Do we
want to run up the bill on all of us in
order to give money to the wealthy to
buy goodies? We are running up our na-
tional credit card so the richest Ameri-
cans—those who earn more than
$350,000 a year—get a tax cut of $5,600.
Do we want to spend $40 billion on cap-
ital gains tax cuts for the richest
Americans and recklessly slash health
care for the most needy and the elder-
ly? Do we want to cut taxes by more
than $1.7 million on estates worth over
$5 million by raising taxes on the
working poor?

Again. West Virginians have a basic
sense of fairness. How can I tell them
that families are helped. when the re-
sult of this whole bill will mean that
poorest fifth of Americans would shoul-
der fully half of the program cuts with
an average loss of nearly $2,500 per
family in 2002.

At the same time, the Treasury esti-
mates that almost two thirds of the
proposed tax breaks would go to the
wealthiest fifth of the population. who
would gain almost $1,400 per family.

In fact, the top one percent of fami-
lies—those with incomes greater than
$350,000 per year, would get an average
tax break of $5,600. The capital gains
tax break will benefit taxpayers with
incomes between $20,000 and $30000 by
about $5 on average. Those making
more than $200,000 will receive an aver-
age cut of nearly $1,500. How is that
fair?

How can the authors of this bill look
at themselves in the mirror, let alone
look into the faces of the most needy
in America, and say they are doing the
right thing? I cannot go to town meet-
ings in my state and tell West Vir-
gñnians that I supported such an unbal-
anced, unfair deal.
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I could support tax cuts that were

honestly paid for. I could support tax
cuts that are fair. But I am not going
to support tax cuts paid for by raising
the money from those least able to
pay. I even think we should consider
giving some limited tax relief to Amer-
ican companies that need it. In fact, I
am proud to be the author of a bill that
helps capital intensive industries such
as steel, chemicals and wood-paper
compete in the international market
place. That bill fixes something called
the Alternative Minimum Tax (AMT)
by changing the way companies cal-
culate the value of their property. Un-
fortunately. even in this bill of tax
goodies. and big corporate give-aways,
the Republicans could not do it right,
they only did a half measure.

The problem these companies have is
that under the AMT. the tax code does
not recognize in any real-world way,
how to depreciate their assets. Steel.
chemicals. wood-paper, any capital in-
tensive industry, where the costs are
high and the margins are low, these
companies need to change the length of
time they have to depreciate their as-
sets. This is known as lives. Under the
current tax law. after 5 years. a US
steel maker under AMT recovers only
37 percent on its investment in new
plant and equipment, versus 58 percent
in Japan. 81 percent in Germany. 90
percent in Korea. and 100 percent in
Brazil. This is largely a result of the
AMT. It is my strong hope that con-
ferees will look at this with an under-
standing eye. I am hopeful that they
will. When you look at how the AMT
puts our companies in such a competi-
tive disadvantage. I think the need for
corrective action is clear.

Another disturbing provision tucked
into this package is the proposal to
eliminate the 50 percent interest exclu-
sion on loans to purchase employees
stock ownership plans (ESOP5). As
Governor of West Virginia. I worked
closely with the workers of Weirton
Steel to establish an ESOP that kept
the mill open, and the community
alive. Weirton officials question if they
could have secured the financing nec-
essary in the early 1980's to create this
ESOP without this tax incentive.
Weirton Steel is the largest private
employer in West Virginia in my State.
Despite the rocky roads that the Amer-
ican steel industry has faced, Weirton
Steel has not only survived, it has in-
vested almost half a billion dollars in
modernization so that it will be inter-
nationally competitive into the next
century—and it remains an ESOP with
involved employee owners. There are
other successful E5OPs in West Vir-
ginia. and I hope there will be more in
future. We should not slam the door
shut on such future ESOPs by elimi-
nating the incentives for start-up
loans, in my view.

Mr. President, this legislation is
nearly 2000 pages long—I shudder to
think about other provisions tucked
quietly into this bill. It was presented
to the Senate on October 23, 1995. and
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we are expected to vote on the legisla-
tion with only four days of review.
There has not been time to carefully
analyze this massive legislation or to
learn what is on each and every page—
much less understand the complicated
interactions of the policies and pro-
grams.

I do know that on page 1851 there is
a proposal that I cannot support. It is
a secret deal in the Republican budget
that fundamentally breaks the promise
of lifetime health benefits to retired
coal miners and their widows—nearly
30,000 of whom live in the State of West
Virginia. More than 60.000 more older
miners and their widows are living in
almost every other State in this union.

I am obligated to expose the secret
and to call it what it is—a pay-off for
a set of greedy corporate interests that
will not stop until they have bled the
miners' health trust fund of every last
dollar needed to protect miners bene-
fits. Republicans say they will restore
the miners' trust fund—the miners
only real guarantee that their health
care will be there for them when they
need it. I am not willing to gamble
with the health security of 92.000 min-
ers and their widows.

I cannot abide such a tawdry provi-
sion in this or any reconciliation pack-
age. I appeal to whatever sense of jus-
tice my Republican colleagues have. I
ask them to give up this corporate pay-
off before any more damage is done.

This cruel little provision might have
escaped the notfce of many. In a pack-
age that gives away billions, this provi-
sion only deals with tens of million of
dollars. But these millions mean secu-
rity to the older miners and their wid-
ows. This small trust fund is all they
have, and it stands between their
health security and a peace of mind,
and financial ruin and destitution
when illness strikes these aging min-
ers.

This is a complicated issue with a
long history. and I could go into excru-
ciating detail. But the bottom line is
that Republicans want to hand over
the money that is keeping the retired
miners' health trust fund solvent to a
group of special interests represented
by high priced lobbyists.

As I have said earlier, I want my col-
leagues to think about the real fami-
lies that could be truly hurt by this
package.

The day after the Finance Committee
reported out their handiwork that de-
molishes the health security of more
than 92,000 miners and their widows for
the sake of a few of the biggest: and
most profitable companies in this
country, I went back home to West
Virginia. I went back to tell miners
and their wives what happened.

The miners I met with were reserved,
as many miners are, especially older
ones who have seen it all, strikes and
cave-ins, shut-downs and lay-offs. They
have learned to accept a lot in life.
They have seen their coworkers killed.
or mangled. or dismembered. They
have suffered the loss of their own

CONGRESSIONAL RECORD — SENATE
lungs and limbs. They do not have a lot
to pass onto their families in temporal
terms, but they have good hearts and
an incomparable work ethic. They have
the values they hold dear—their em-
phasis is on community and family and
caring. And until the Senate Finance
Committee action, they had their IJMW
health card to get their health benefits
and knew that it would protect their
wives when they died too hard and too
soon.

One miner who worked for decades in
the mines told me starkly, "We're wor-
ried to death.' He said, "Now it seems
like the company is the one running
the whole show. They want to do away
with us when we were the ones that
worked and built everything else."

His question was this, 'What's going
to happen to me if I lose my benefits?"
And he answered his own question
with, "They'll probably put me in my
grave before my time."

Another miner, characteristically,
worried about his wife who is a dia-
betic. "Gosh, if I had to buy her medi-
cine. I do not know what would hap-
pen." Today retired miners' health
benefits pay for prescription drug
medication after they meet a modest
deductible.

Under this reconciliation package, on
page 1851. we are taking away the
health care security of these miners,
and we are reneging on a promise made
more than 40 years ago by President
Truman and reaffirmed just 2 years ago
and signed into law by an act of Con-
gress.

If this Senate and this society renege
on this promise to a group of old frail
miners, their wives and their widows,
what are we worth?

Does a promise have no meaning?
Does a contract not matter? Can a law
be repealed when it becomes inconven-
ient for a profitable, influential busi-
nesses?

Promises do have meaning for me.
When I was elected by the people of

West Virginia, I made promises to West
Virginians. I vowed to fight for their
priorities and do my best to serve them
and respond to their concerns.

This reconciliation bill simply does
not respond to the real needs of West
Virginia families, or even West Vir-
ginia businesses.

The Republican rhetoric is good, but
the reality is that this bill will under-
mine health care for seniors, raise
taxes on working families, and jeopard-
izes the health care for retired coal
miners and their families.

This is a harsh package that hurts
real people, and I strongly oppose it.
With this legislation, we are walking
away from basic commitments to some
of the most needy individuals in our so-
ciety. and the debate over this package
has saddened me greatly. We can. and
we should, do better as public servants.
I will vote no. and continue to fight
against such unfair legislation.

Mr. FRIST. Mr. President, before we
vote on final passage of 5. 1327, a his-
toric piece of legislation, I wanted to
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submit for the RECORD materials pre-
sented to me by the United States
Chamber of Commerce. The Chamber of
Commerce is an ardent supporter of S.
1327 and believes that the time is now
to- balance the Federal budget. stream-
line Government programs and, impor-
tantly. save the Medicare Program. In-
cluded in these materials is a study
prepared by the Chamber of Commerce
regarding the economic impacts of
Medicare. I commend this study to my
colleagues and thank the chair.

I ask unanimous consent that the
material be printed in the RECORD.

There being no objection. the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the U.S. Chamber of Commerce.
Economic Policy Divisionj

T MEDIcARE CRIsIS: THE TAX S0LUTI0r'J 15
No SoLunor'J

The only solution detailed by the Medicare
Board of Trustees for achieving financial
balance in Medicare Part A is to raise taxes.
Unfortunately, this is no solution at all.
Higher taxes will rob working individuals of
their hard-won dollars. significantly increase
costs on small and large businesses alike and
bring the economy to the brink of recession.

The Trustees calculate that balancing the
Medicare trust fund for the next 75 years re-
quires us to immediately hike the Medicare
payroll tax from 2.90% to 6.42%. While the
tax increase may seem to amount to only a
few percentage points, it amounts to hun-
dreds of dollars to the typical worker, thou-
sands of dollars to the small business, and
billions of dollars for the economy. Analysis
by the Economic Policy Division of the U.S.
Chamber of Commerce suggests the follow-
ing impacts on individuals, businesses and
the economy:

For a worker making $30,000 a year. total
Medicare payroll taxes paid would jump to
$1926 from the current $870.

A small business employing 25 such work-
ers would be liable for an additional $13,200
tax payment per year.

When aggregated across the entire econ-
omy, the effect would be to lower real CDP
by $1794 billion within two years and hold
CDP about $95 billion lower 10 years later.
This amount to a 3.1% decline in CDP in the
short run. With economic growth projected
to average less than 3% over the next five
years, this decline could easily result in a re-
cession,

These results are even more startling when
you consider that they represent an optimis-
tic evaluation. not a worst-case scenario.

OVERVIEW OF MEDIcARE: WHY REFORM 15
NEcESSARY

Medicare is a nationwide health insurance
program for older Americans and certain dis-
abled persons. It is composed of two parts:
Part A, the hospital insurance (HI) program.
and Part B. the supplementary medical in-
surance (SM!) program.

Part A covers expenses for the first sixty
days of inpatient care less a deductible ($716
in 1995) for those age 65 and older and for the
long-term disabled. It also covers skilled
nursing care, home health care and hospice
care. The HI program is financed primarily
by payroll taxes. Employees and employers
each pay 1.45% of taxable earnings, while
self-employed persons pay 2.90%. In 1994, the
Hr earnings caps were eliminated. meaning
that the HI tax applies to all payroll earn-
ings.

Part B is a voluntary program which pays
for physicians' services, outpatient hospital
services, and other medical expenses for per-
sons aged 65 and over and for the long-term
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disabled. It generally pays 80% of the ap-
proved amount for covered services in exc(ss
of an annual deductible ($100). About a quar-
ter of the funding comes from monthly pa-e-
miums ($46.10 in 1995); the remainder comes
from general tax revenues and interest.

Medicare is not a means-tested program.
That is, income is not a factor in determin-
ing an individuals eligibility or. for Part B,
premium levels. Age is the primary elii-
bility criteria, with the program also extend-
ing to qualified disabled individuals younger
than 65.

Over the years. tax revenues for Medicare
Part A have exceeded disbursements, and so
the remaining revenues have been credited
to the Medicare HI Trust Fund. At the end of
1994. the trust fund held $132.8 billion.

CONCLUSION OF THE TRUSTEES
Each year, trustees of Medicares Hospital

Insurance Trust Fund analyze the current
status and the long-term outlook for the
trust fund, and their findings are published
in an annual report. The 1995 edition, issued
in April, demonstrated that the Medicare
system is in serious financial trouble. Th
program's six trustees—four of whom are
Clinton appointees (cabinet secretaries Rob-
ert Rubin, Robert Reich and Donna Shalala,
and commissioner of Social Security. Shir.
ley Chater)—reported the following conclu
sions:

Based on the financial projections devel.
oped for this report. the Trustees apply an
explicit test of short-range financial ade
quacy. The HI trust fund fails this test by a
wide margin. In particular, the trust fund is
projected to become insolvent within the
next 6 to 11 years. . (HI Annual Report. pg.
2)

Under the Trustees intermediate assump-
tions, the present financing schedule for the
HI program is sufficient to ensure the pay-
ment of benefits only over the next 7 years.
(pg. 3)

The program is severely Out of financial
balance and substantial measures will be re-
quired to increase revenues andIor reduce ex-
penditures. (pg. 18)

the HI program is severely Out of fi-
nancial balance and the Trustees believe
that the Congress must take timely action
to establish long-term financial stability for
the program. (pg. 28)

The Trustees believe that prompt. effective
and decisive action is necessary. (pg. 28)

The same set of Trustees also oversees the
Medicare Part B program. In their 1995 An-
nual Report, they wrote: Although the SMI
program (Medicare Part B) is currently actu-
arially sound, the Trustees note with great
concern the past and projected rapid growth
in the cost of the program. . . Growth rates
have been so rapid that outlays of the pro-
gram have increased 53% in the aggregate
and 40% per enrollee in the last 5 years.'
(SMI Annual Report, pg. 3).

The Trustees believe that prompt, effec-
tive and decisive action is necessary.' (pg. 3)
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Obviously, the Trustees believe that the

Medicare program deserves our careful, im-
mediate attention. The following pages
present the figures that led the Trustees to
their conclusions.

WKERE MEDICARE STANDS TODAY
Medicare is a huge federal program. In

1994: Medicare expenditures reached $160 bil-
lion. just over half the size of Social Secu-
rity: Expenditures grew 11.4% from 1993:
Eleven cents of every dollar spent by the fed-
eral government went to Medicare; Medicare
represented one-fifth of total entitlement
spending.

Between 1990 and 1994. Medicare grew at a
10.4% average annual rate, almost three
times the 3.6% average inflation rate over
the same period and twice the 5.1% average
annual growth of the economy as a whole.

MEDICARE AND THE FEDERAL BUDCET
Medicare spending must be addressed as

part of the solution to balancing the federal
budget. That's because spending on federal
entitlements—such as Medicare, Medicaid
and Social Security—soared 8.4% annually
on average between 1990 and 1994. Spending
on discretionary, annually appropriated pro-
grams—such as defense, education and irifra-
structure—increased 2.2%. which is less than
the rate of inflation. Coming decades will see
even more pressure for entitlement growth.
as the leading edge of the Baby Boom gen-
eration reaches 65 in 2011.

Entitlements are not only the fastest
growing portion of the federal budget.
they're already its largest component. as
shown in the accompanying chart. Just over
half of all federal expenditures is spent on
entitlements: only a third go to discre-
tionary programs. If we are going to balance
the federal budget—and keep it in balance
over the long term—entitlement reform
must be part of the solution.
WHERE MEDICARE IS HEADED IF WE DO NOThINC

Under current law. Medicare is projected
by the Congressional Budget Office to grow
at a 10.4% average annual rate over the next
seven years. In 2002. the CBO projects Medi-
care spending will reach $344 billion, claim-
ing almost 16 cents of every dollar spent by
the federal government.

Moreover. beginning next year. Medicare
HI expenditures will exceed the program's
revenues. The HI Trust fund, which at year-
end 1994 held $132.8 billion, will have to be
tapped to cover the projected $867 million
difference.

However, according to the Trustees' An-
nual Report, this shortfall isn't temporary.
Instead, it will balloon to be about seven
times larger in 1997. which is just the follow-
ing year. and more than twenty times larger
by 1999. Under assumptions reflecting the
most likely demographic and economic
trends. 1996 will be the first year of hemor-
rhage that will deplete the entire trust fund
by 2002—just seven years away. The optimis-
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tic set of assumptions buys us only a little
time, with trust fund depletion projected in
2006. Under the pessimistic scenario, the fund
is exhausted as early as 2001. In other words,
within the next 6 to 11 years. it's virtually
certain that Medicare will be insolvent—un-
less we take action.

The danger of inaction was made clear last
winter when the President's Bipartisan Com.
mission on Entitlement and Tax Reform,
chaired by Sen. Bob Kerrey and then-Sen.
John Danforth, issued its final report. The
focus of the report was to look not years
ahead, but decades ahead to assess the im-
pact of federal budget trends. The report is
sobering: Under current trends, virtually all
federal government revenues are absorbed by
entitlement spending and net interest by
2010. as shown in Chart 2. Deflcit-financing
will be required to cover almost all of the
discretionary programs. including defense.
health research, the FBI. support for edu-
cation, and the federal judicial system.

Ten years later. the situation is worse.
Growth in entitlements is so explosive that
not only would the government have to bor-
row to pay for discretionary expenses. it
would have to borrow funds to pay the lions
share of interest payments on the national
debt.

MEDICARE'S IMPACT ON THE PAY S11JB

In addition to detailing the projected dis-
sipation of Trust Fund under current law,
the Trustees' Report also describes the meas-
ures that would be necessary to shore up the
trust fund over the next 25. 50 and 75 years.
If the expenditure formulas are not altered,
then preserving the trust fund can only be
done through increases in the payroll tax or
additional subsidies from general revenues.
Table I illustrates the payroll tax increases
that would be necessary to balance the trust
fund,

CURRENT LAW

Currently. the combined (employee and
employer) Medicare tax rate is 2.90%. applied
to all payroll earnings. A worker earning
$30,000 a year in salary or wages. for in-
stance, is directly taxed 1.45%. or $435 annu-
ally. for Medicare Part A. the hospital insur-
ance program. Employers then match that
payment with another $435. resulting in $870
of tax revenue earmarked for the Medicare
HI trust fund generated by having that work-
er on the payroll.

The Medicare contributions from both the
worker and firm don't stop there. however,
Because two-thirds of Medicare Part B (SMI)
is financed through general revenues (the
other third coming from Medicare premiums
and interest), a portion of the worker's and
the firms general income taxes are also fi-
nancing Medicare. The Trustees reported
that $36.2 billion of general funds were used
to pay Medicare Part B claims in 1994.
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To Balance the Medicare HI Trust Fund for

the Next 25 Years (through 2019): According
to the Trustees analysis, the hospital insur-
ance payroll tax would have to rise from
2.90% to 4.23% (a 46% increase) to keep the
HI trust fund in balance for the next 25
years. Further, the increase would have to be
made immediately and maintained through
the entire 25-year period.

For our $30000/year worker for whom $870
is currently provided to Medicare HI. this in-
crease means an additional tax of $399. bring-
ing total annual hospital insurance payroll
taxes to $1,269. And that's before any other
federal and state payroll taxes (such as un-
employment insurance and Social Security)
or federal and state income taxes.

However, even this increase in payroll
taxes still leaves the trust fund exhausted in
2019. with the oldest of the baby boomers just
shy of reaching their life expectancy. Be-
cause of this demographic bulge, balancing
the HI trust fund over a longer period would
require even higher payroll taxes.

To Balance the Medicare Trust Fund for
the Next 50 Years (through 2044): Balancing
the trust fund over the next fifty years—a
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span long enough to see most of the Baby
Boomers through their lifetimes—would re-
quire virtually doubling the hospital insur-
ance payroll tax from 2.90% to 5.58%. The in-
crease would have to be made immediately
and remain permanent through the entire 50-
year period. Again, for the worker earning
$30,000 a year. the total HI payroll tax rises
from $870 to $1,674. an increase of 92.4%.

To Balance the Medicare Trust Fund for
the Next 75 Years (through 2069): Balancing
the trust fund over the next seventy-five
years—roughly through the life expectancy
of an individual born this year. and the usual
period for long-term fiscal solvency—would
require an immediate boost in the Medicare
tax rate of 121.4%. from 2.90% to 6.42%. Total
HI payroll taxes for a worker earning $30000
a year would rise from $870 to $1 .926.

DICARE'S IMPACT ON BUSINESS

Because it's levied on employment levels.
not income, the payroll tax due remains the
same through both good and bad economic
times. This feature accentuates the pain of a
downturn on employers, who need to pay the
tax regardless of profitability. Consequently,
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relative to the income tax, a payroll tax can
be particularly punishing to start-up firms
or companies trying to weather a drop in
business.

Table 2 shows the liability for Medicare HI
payroll taxes that would be faced by firms of
various sizes. Total liability is shown under
current law and under the three tax rates
computed by the Trustees to bring the HI
trust fund in balance over periods of 25. 50
and 75 years.

For instance, a 25-person firm where the
average worker earns $20,000 per year is cur-
rently liable for a $7,250 tax payment for the
Medicare HI program (for their contribution.
the workers themselves would be taxed an
identical amount). To balance the trust fund
over the next 25 years, the combined em-
ployee and employer tax rate would have to
rise from the current 2.90% to 4.23%. Assum-
ing that the liability continues to be evenly
split between the employee and employer,
the firm will face an HI payroll tax of about
2.11% per worker. For our 25-person firm, the
total HI payroll tax would rise from $7,250 to
$10,575 per year.

TABLE 2.—-MEDICARE HOSPITAL INSURANCE PAYROLL TAX ANNUAL EMPLOYER TAX LIABILITY

(n dollarsj

Ntsnb of employees—

5 10 25 50 100 500 1,000

Average salarT S2O.OOO
Cirrent law 1,450 2,900 7.250 14,500 29,000 145.000 290.000

To balaxe Methcare HI o the nezt
25 yrs .. ..... 2,115 4,230 10.575 21.150 42.300 211,500 423,000
50 yrs - ... 2.790 5,580 13.950 27.900 55,800 279.000 558.000
75 yrs ........ 3,210 6.420 16,050 32,100 64,200 321,000 642,000

Average salarT $30,000:
Ccxrnt law S,... 2,175 4,350 10,875 21,750 43,500 217.500 435.000

To balaxe Medicare HI ov the next
25 yrs ........ 3,173 6.345 15862 31,725 63.450 317250 634.500
50 yrs 4,185 8,370 20,925 41,850 83,700 418,500 837,000
75 yrs - .......... ,... 4,815 9,630 24.075 48,150 96.300 481,500 963.000

MEDICARE'S IMPACT ON THE ECONOMY The results are striking: The economy Trustees' Annual Report to LHM&A's June
would suffer through sharply slower eco- 1995 baseline forecast. To demonstrate the

Raising payroll taxes to keep the Medicare nomic growth and higher unemployment in policy change working its way through the
Hospital Insurance trust fund afloat imposes the near term. Over a longer period, the economy, we display the results for three of
substantial burdens on both workers and economy is saddled with a permanent loss of the ten years of our simulation: 1997. 2000
firms. To measure what that means for the production and employment. As shown in and 2004. This gives us snapshots of the
economy as a whole, we conducted several Tables 3 and 4. the degree of severity for short-term. intermediate-term and long-
policy simulations using the highly re- GDP and employment depends upon the in- term impacts on economic output and em-
spected Washington University Macro Model crease in Medicare taxes enacted. ployment. In each case, the imposition of the
from Laurence H. Meyer & Associates of St. The tables compare each of three alter- Medicare payroll tax increase takes place in
Louis. MO. native tax simulations specified in the the fourth quarter of 1995.

TABLE 3.—IMPACT ON GROSS DOMESTIC PRODUCT

Isalancing the HI Tnjsl Fund Through RaisingParolI Tax Rates]

Requed Diffence from baseline üi given Percent difference from baseline

Years to balance HI mist rund
billis of 1987 dollars m gwen year

(pct) 1997 2000 2004 1997 2000 2004

25 Years ,. ., — 4.23 —68.4 —30.1 —36.1 —1.2 —0.5 —0.5
50 Years 5.58 —137.1 —60.5 —72.1 —2.4 —1.0 —1.1
75 Years — ......—... — 6.42 —179.4 —79.4 —95.6 —3.1 —1.3 —1.4

As shown in Table 3, if the government im- The short-term loss in output translates 75-year period. the Medicare payroll tax rate
posed the most modest payroll tax increase— into 1.2 million fewer jobs relative to what would have to jump from 2.90% to 6.42%.
enough to keep the Medicare trust fund in we would have had otherwise. as shown in triggering even stronger economic impacts
balance for the next 25 years—production in Table 4. While this decline. amounting to than those described above. Production in
the economy would be 1.2%, or almost $70 about 1% of the economy's jobs. moderates the economy would be about 3% lower in 1997
billion, lower in 1997 than it would have been over time. the economy appears to have lost than it would have been otherwise, with the
otherwise. By 2000. the percentage-point gap over 0.5% of itsjobs permanently. long-term loss in output projected at 1.5%.
between the alternative closes to within 0.5% Of course. all of this economic turbulence Over 3 million jobs would be eliminated in
of the baseline level of production. but that puts the Medicare HI trust fund in actuarial 1997 relative to the baseline, with a projected
distance is maintained even ten years after balance for only the next 25 years. To gen- permanent loss of about 1.5% of total em-
the tax increase took effect. erate long-term actuarial balance for the full ployment over the long term.

TABLE 4—IMPACT ON EMPLOYMENT

(Balancing the HI Trust Fund Through Raising Payroll Tax Rates]

Requed Diffence from baseline w given Percent difference from baseline

Years to balance HI trust f Medicare year. miflions of jobs in given year (pct)

(pct) 1997 2000 2004 1997 2000 2004

25 Yrs . 4.23 —1.2 —0.6 —0.8 —0.9 —0.4 —0.6
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As dramatic as these figures are, there's
good reason to believe that they are optimis-
tic estimates. Because the macro model used
in these simulations treats the Medicare
payroll tax like the Social Security payroll
tax, the increases in the tax rates apply oxily
to the first $61200 earned (in 1995. and rising
afterwards). That is. the model is not pick-
ing up the economic impact of applying the
higher tax rates to incomes over the taxable
base. Thus, these results should be consid-
ered a minimum measure of the economic
impact of raising Medicare payroll ta,es. At-
tempts to account for this problem yield sig-
nificantly greater job loss and lower GDP.
These results are available from the Eco-
nomic Policy Division of the U.S. Chamber
of Commerce.

It is important to note that, even with the
set of numbers presented here with its inher-
ent bias toward underestimating the eco-
nomic impact. we can see that using payroll
taxes to balance the Medicare trust fund im-
poses severe costs on the U.S. economy.
These results clearly indicate that the Medi-
care problem must be solved by fundamental
program reform, not tax increases.

U.S. CHAMBER OF COMMERCE—MEDICARE FAX
POLL RESULTS

On October 11. 1995. the U.S. Chamber sur-
veyed 9.700 business, chamber and associ-
tion members on their attitudes concerning
Medicare reform and specific reform ele-
ments. Responses to the Chamber survey
(nearly 10 percent responded. 68.9% of which
employ fewer than 50 workers) indicated
strong support for market-oriented Medicare
reform comparable to the House and Senate
Majority plans for Medicare reform. The
complete survey and results are provided
below.

Medicare is "severely out of financial bay-
ance and the Trustees believe that
prompt. effective and decisive action is nec-
essary.'

Medicare reform has become a focal point
of the budget debate. Medicare—the national
health insurance program for seniors—will
run out of money in seven years. according
to the system's trustees. Spending on Medi.
care and other entitlements threatens to
crowd out all other budget priorities and in
crease the budget deficit.

Previous approaches to Medicare reform
have failed to slow Medicare's growth.
Worse, these approaches have increased the
burden on businesses and their employees
through higher payroll taxes and higher in-
surance premiums.

Since 1970. Congress has raised payroll
taxes over 20 times and the Trustees Report
pointed out that payroll taxes would have to
be raised by another 1.3 to 3.5 percentage
points to bring the system into balance.
When you consider that many small and me-
dium size businesses already pay more in
payroll taxes than income taxes and that
payroll taxes must be paid regardless of eco-
nomic conditions, it becomes clear why Med-
icare requires solutions other than tax in-
creases.

We need your help. Please review the fol-
lowing questions on Medicare reform and
FAX back your answers by close of business
October 16.

1. Medicare should be modernized by adopt-
ing the market-based strategies private em-

ployers and health plans are using success-
fully to improve health care quality and con-
trol costs. These strategies include improv.
ing the quality of care provided to enrollees.
increasing enrollee choice by expanding
health plan options. and reducing the rate of
growth of Medicare spending.

Agree. 98.9 percent: Disagree, 0.6 percent.
2. Two competing approaches- to Medicare

reform have emerged in Congress. One more
limited approach addresses the Medicare
Part A trust fund. delaying insolvency for an
additional two years through $89 billion in
Medicare savings, primarily from reducing
the rate of growth in Medicare payments to
providers. A second approach is more com-
prehensive in nature, addressing both Medi-
care part A (hospital bills) and Part B (doc.
tors bills). Medicare Part A would be pro-
tected at least an additional 10 years
through $270 billion in Medicare savings
achieved through increased competition and
reducing the rate of growth in Medicare pay-
ments to providers. Which approach would
you favor?

Limited, 4.3 percent: Comprehensive. 94.6
percent.

3. Do you favor or oppose the following ele-
ments of Medicare reform?

a. Provide seniors choices between compet-
ing health plans including existing fee-for-
service benefits.

Favor, 97.4 percent; Oppose. 1.6 percent.
b. Contain Medicare spending by increasing

competition and reducing the rate of growth
in Medicare payments.

Favor. 97.4 percent; Oppose 2.0 percent.
c, Increase managed care options for sen-

iors.
Favor. 93.8 percent: Oppose. 4.3 percent.
d. Provide seniors a medical savings ac-

count option.
Favor. 88.2 percent; Oppose. 7.3 percent.
e. Allow provider groups (i.e.. doctors and

hospitals) to offer health coverage (similar
to managed care networks) directly to sen-
iors—a new proposal known as provider spon-
sored networks or PSNs.

Favor, 91.9 percent: Oppose. 5.7 percent.
f. Require managed care plans to provide

out-of-network benefits at a higher cost to
the beneficiary. -

Favor. 72.4 percent: Oppose. 18.2 percent.
4. For purposes of tabulation: Type of Or-

ganization: Business. 93.2 percent: Chamber,
4.3 percent: Other, 2.0 percent. Approximate
Number of Employees: under 10. 29.4 percent:
10-49. 39.5 percent: 50—99. 12.5 percent: 100—249,
8.6 percent: 250—499. 3.7 percent: 500—4,999, 3.7
percent: 5.000 +, 1.4 percent.

U.S. CHAMBER OF COMMERCE
MEDICARE REFORM—THE RJCI-IT SOLUTION

Medicare reform is at the crux of the bal-
anced budget battle. Medicare—the national
health insurance program for seniors—will
run Out of money in seven years. according
to The Board of Trustees. Spending on Medi-
care and other entitlements threatens to
crowd out all other budget priorities and in-
crease the budget deficit.

Previous approaches to Medicare reform
have failed to slow Medicare's growth.
Worse, these approaches have increased the
burden on businesses and their employees
through higher payroll taxes and higher in-
surance premiums.

Since 1970. Congress has raised payroll
taxes over 20 times and the Medicare Trust-

ees 1995 Report pointed out that payroll
taxes would have to be raised by another 1.3
to 3.5 percentage points to bring the system
into balance. When you consider that many
small and medium-sized businesses already
pay more in payroll taxes than income taxes
and that payroll taxes must be paid regard-
less of economic conditions, it becomes clear
why Medicare requires solutions other than
tax increases.

The House and Senate Majority has pro-
posed market-oriented alternatives to tradi-
tional Medicare reform, an approach that
modernizes the 30-year old Medicare program
by increasing competition while restraining
the growth in spending. Key elements in-
clude:

New choices for Medicare beneficiaries.—
Beneficiaries will have the right to choose
traditional Medicare, as well as the right to
choose from a range of private health plan
options including managed care and medical
savings accounts. These options will provide
beneficiaries access to expanded benefits—
such as prescription drugs, preventative
care, vision and hearing care,

Restrained growth in Medicare spending.—
Increases in Medicare spending are inevi-
table, given the growing Medicare popu-
lation and the advance of medical tech-
nology. However, controlling the rate at
which Medicare spending increases is as im-
portant to our nation's future financial
health as Medicare itself is to seniors health
care, Introducing competition to Medicare
through beneficiary choice of health plans
will help control costs and allocate resources
more fairly and efficiently than Washington
bureaucrats,

Accountability—The Republican plan al-
lows seniors to take responsibility for mak-
ing their own health care decisions. Instead
of relying on a bureaucratic, one-size-fits-all
approach. seniors will decide which health
plans are best for them, Doctors and hos-
pitals are also held accountable, The bill re-
wards beneficiaries who report incidences of
waste, fraud and abuse. and strengthens pen-
alties for anyone who defrauds Medicare,

By passing this legislation Congress will
have taken timely. critical action that will
avert the program's bankruptcy and preserve
and protect it for current recipients and fu-
ture generations.

MEDICARE REFORM
MYFHS VS. FACTS

Myth. The House and Senate Republican
Medicare reform plans will cut $270 billion
from Medicare in order to finance a tax cut
for the wealthy.

Fact, The Medicare Trustees' 1995 Annual
Report urged Congress to take "prompt and
decisive action" to address the solvency of
the Medicare Part A (hospital insurance)
Trust Fund and the continued growth of
Medicare Part B (supplemental medical in-
surance).

The House and Senate Majority has pro-
posed market-oriented alternatives to tradi-
tional Medicare reform. an approach that
modernizes the 30-year-old Medicare pro-
gram by increasing competition while re-
straining the growth in spending. Under the
Republican plan. spending per beneficiary
will still increase 40% by 2002 ($4,800 to
$6,700).

Tax cuts provided for in the budget resolu-
tion were considered and passed independent
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TABLE 4.—IMPACT ON EMPLOYMENT—Continued

IBalancing the HI Trust Fund ThroughRaising Payrofl Iai Rates

October 27, 1995

Years to bae HI mist
Required

(pct.)

Difference froui baseline n given
year, millions of jobs

1997 2000 2004

Percent difference from
in givi year (pct)

1997 2000

baseline

2004

50 YrS
.,.15 Yrs 5.58

6.42
—2.4 —1.2 —1.6
—3.2 —1.5 —2.2

—1.9 —0.9
—2,5 —1.2

—1.2
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of Medicare. Whether or not taxes are Cut,
Medicare will still go broke in 2002.

Myth. It's not fair for Congress to take
away benefits from seniors who have faith-
fully paid into the system.

Fact. The average Medicare beneficiaries
receive far more than they put in. The aver-
age two-earner couple receives $117200 more
in benefits than it contributes to the pro-
gram. The average single-earner couple re-
ceives $126,700 more.

By encouraging competition among pri-
vate health plans based on quality and inno-
vation, the Republican plan may lead to in-
crease benefits.

Myth. The business community is a late-
comer to the Medicare debate.

Fact. Medicare's influence is felt through-
out the business community—from payroll
taxes paid to finance the system to insur-
ance premiums inflated by consistent short-
falls in Medicare reimbursements to provid-
ers who in turn shift the cost to private
health plans.

Myth. Medicare is in trouble because doc-
tors and hospitals charge too much. The Re-
publican plan fails to address this problem.

Fact. Solving the Medicare crisis will re-
quire the participation of all—doctors, hos-
pitals, seniors and other taxpayers—particu-
larly the business community. Just as no one
factor led to the Medicare crisis, a single-
minded focus on providers wont get us out.
Further, cost controls have failed miserably
whenever they have been tried—particularly
in the context of health care.

ECONOUC ACTIVITY AM) JOB CREATION IN
PUERTO RICO

Mr. DOLE. Mr. President. as the Con-
gress moves toward final action non
budget reconciliation legislation for
this year. I want to call special atten-
tion to an initiative by Gov. Pedro
Rossello of Puerto Rico which seeks to
establish a wage credit-based economic
program as an alternative to the cur-
rent law section 936 tax credit.

Neither the House nor Senate was
able to give the Governor's proposal an
extensive examination before either
body adopted revisions to the section
936 credit. Together with my colleague
from New York, Senator D'AMATO, I
was pleased to ensure that the Senate
version more appropriately recognizes
the positive impact that many U.S.
companies have on the Puerto Rican
economy and the jobs they provide.

I commend Governor Rossello's ef-
forts to enhance economic opportunity
in Puerto Rico through the creation of
new jobs, and I would hope that the
Congress will continue to give serious
consideration to the Rossello program
as an alternative to programs such as
under section 936. It is important to en-
sure that any program focused on
Puerto Rico will create new jobs and
encourage self-reliance and economic
growth.

ANWR

Mr. LIEBERMAN. Mr. President. the
Arctic National Wildlife Refuge has
been managed as one of the great wil-
derness systems on this continent since
the Eisenhower administration. It is on
par with other great places in our nat-
ural history. including the Grand Can-
yon. Yellowstone. Jackson Hole, the
Badlands. Glacier Bay, Denali. arid oth-
ers. Opening the Arctic Refuge to oil
and gas development violates our stew-
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ardship commitment to future genera-
tions, fails to use common sense about
balancing the budget, and destroys a
highly threatened piece of our Amer-
ican heritage. This is a unique and
treasured land that must serve our en-
tire Nation for the next century. not
just a few for the next few years.

Unnecessary development of signifi-
cant Federal lands like the Arctic Ref-
uge is not the way to balance the budg-
et. The amount of oil that can poten-
tially be recovered from the Arctic
Refuge is simply too small to affect our
energy security, and too destructive to
the environment, to be worth it. The
U.S. Geological Service estimates a 95-
percent chance of only 148 million bar-
rels of oil in the refuge. The Congres-
sional Budget Office assumed 3.2 billion
barrels in its budget scoring of oil and
gas leases, more than 20 times this re-
cent USGS estimate. Worse yet. CBO
assumed oil prices of $38.60 in 2000,
compared to Energy information ad-
ministration estimates of only $19.13—
less than half.

And, it is possible that 90 percent of
the lease revenues could go to Alaska
instead of balancing the Federal budg-
et. Under the most favorable scenario,
only 50 percent of the revenues go to
balancing the budget.

Clearly. the $1.3 billion we have been
promised by CBO in return for develop-
ing this pristine area is a massive fic-
tion, like so many other bogus asset
sales in this budget. The 0MB has esti-
mated oil and gas revenues more real-
istically to be between $750 million and
$850 million, assuming Alaska does not
sue for a 90-percent split. If the State
does. these revenues fall another 40
percent.

We all hope for another strike like
Prudhoe Bay. But the simple reality.
based on the very best geological
science and economics available today,
is that the next Prudhoe Bay is expan-
sion of Prudhoe Bay itself. and the con-
tinued implementation of national en-
ergy conservation programs. The next
major source of energy is not a long-
shot wildcat strike in an undeveloped
Alaskan wilderness area. and it is in-
correct to suggest otherwise. And it is
ironic that we would consider opening
this refuge to oil drilling now that the
oil export ban will be lifted. as the
House and Senate have voted to do. If
the ban is lifted, a substantial percent-
age of the oil that is recovered, if any.
would be exported to Asia, according to
the Cato Institute, the Congressional
Research Service, and others. The Arc-
tic Refuge oil supplies would do almost
nothing to help our energy security.

Make no mistake, environmental im-
pacts to the refuge would be severe and
irreversible. The Arctic National Wild-
life Refuge includes the calving
grounds for one of the largest caribou
herds in North America. the porcupine
herd of 152,000. It supports several
thousand native Americans whose hun-
ter-gatherer culture depends directly
on it today as it has for 20.000 years.
Over 200 species of plants and animals
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thrive in the refuge. including
Muskoxen, Snow Geese. Arctic Foxes,
Arctic Grayling and Arctic Char. It is
the only natural area in the United
States with all three species of North
American bears—the black bear. the
grizzly bear. and the polar bear. It is
one of the most pristine areas in our
Nation. untouched by development.
and the last of its kind. Environmental
studies repeatedly show that oil devel-
opment is not compatible with the pro-
tection of these resources. Biologists
from Federal and State agencies and
universities conclude that oil develop-
ment will harm the calving success of
the caribou herd, and reduce its long
term numbers very significantly.

The remaining 90 percent of the Alas-
kan North Slope is already open to oil
and gas leasing. Is it too much to pro-
tect what little we have left? Let us
honor our history of conservation, and
the future of generations to come, by
protecting this last Arctic Refuge.

I ask unanimous consent that a let-
ter from the President on this subject
be printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD. as follows:

THE WI-aTE HOUsE,
Washington, October 26, 1995.

The Hon. JOSEPH I. LIEBERMAN.
U.S. Senate. Washington, DC.

DEAR JOE: Thank you for your letter today
seeking my views on striking the provision
in the reconciliation bill that would open the
coastal plain of the Arctic National Wildlife
Refuge IANWR] to oil and gas drilling.

Because you stated that the Senate is ex-
pected to vote on that motion in the near fu-
ture. let me be clear: I will veto any rec-
onciliation bill that opens ANWR to drilling.
Consequently. I strongly support your and
your colleagues' efforts to remove this provi-
sion from the bill. In my view, this is one of
the most significant environmental votes
facing Congress. posing a clear choice be-
tween protecting a unique. biologically-rich
wilderness and pursuing a misquided energy
policy.

I appreciate and support your efforts to
preserve ANWR.

Sincerely,
BILL.

Mr. LEVIN. Mr. President. I voted
against the combined Harkin and Dor-
gan amendments. The constraints im-
posed by the rules under which the
budget reconciliation bill is being con-
sidered create an absurd situation in
which important. complex. and dif-
ficult amendments are decided without
debate. In addition, because a long
stack of votes are occurring at 7½
minute intervals, there is little time to
properly consider each provision. This
is exacerbated when amendments are
quickly patched together with little
warning on the floor.

In this case, I oppose the capital
gains portion of the Dorgan-Harkin
combined amendment. While I do favor
capital gains reform, focused on long-
term capital gains investment, in my
view, the provision goes too far by im-
posing a lifetime limit of $250,000 on
capital gains deductions. The Tax Code
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is complex enough without adding a re-
strictive difficult to administer, life-
time provision such as this.

I do support the Harkin portion of
the amendment which attempts to fur-
ther restrict the so-called Benedict Ar-
nold loophole.

Because the two amendments were
joined together on the Senate floor. I
could not vote on one and against the
other. Therefore, I voted no on the
amendment.

Mr. FRIST. Mr. President. I would
like to speak briefly in support of the
antitrust reform provisions of section
15021 of the House Medicare bill. While
these provisions are not in the Senate
Medicare bill, they are important, be-
cause they permit doctors to form Pro-
vider Service Networks without having
to go through an institutional
intermediary such as another HMO or
an insurance company. I urge my col-
leagues to support the provisions when
this bill goes into conference, as they
are modest antitrust law reforms that
will improve the quality and lower the
cost of our health care system.

I would first like to discuss how the
House Medicare bill defines a Provider
Service Network (or. as it is more com-
monly known, a "PSN"). In the House
Medicare bill, a PSN is one of the new
organizations that provides Medicare
beneficiaries with an option called
MedicarePlus. That option allows a
beneficiary to select a health plan
called a MedicarePlus Product that
would be offered by a MedicarePlus Or
ganization. A MedicarePlus Organiza-
tion is a private sector organization.
such as an HMO. that offers a health
plan that meets Federal Medicare
standards. A Provider Sponsored Orga-
nization is a type of MedicarePlus Or-
ganization which is owned and oper-
ated by affiliated providers, such as
hospitals and physicians. A PSN is an
organization owned and operated by
providers that contract with a Provider
Sponsored Organization to provide
services to Medicare beneficiaries.

Current antitrust law effectively
makes it automatically illegal for a
group of physicians to set up a PSN or
Provider Sponsored Organization, yet
permits insurance companies. HMOs
and other nonphysicians to do so. This
does not make sense.

Why do we want to reform the anti-
trust restriction so that physicians can
form PSN's and directly compete with
insurers and HMO's for Medicare bene-
ficiaries? Because permitting physi-
cians to do so will bring physicians to
the table and will encourage increased
competition that will provide Ameri-
cans with better quality health care at
a lower price. By permitting physi-
cians—rather than just accountants—
to oversee the treatment systems, Med-
icare beneficiaries will receive better
quality care. By removing an insurance
company's significant administrative
costs from the picture, Medicare bene-
ficiaries will likely see more of their
health care premium dollars go to pa-
tient care and less to overhead.
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It should be made clear that section

15021 of the House bill does not exempt
physician networks from antitrust law.
I. for one, would oppose it if it did. I
too believe that physicians must be
held accountable under the antitrust
laws if they in any way engage in ant i-
competitive price fixing.

Under the House Medicare bill, physi-
cian networks would remain subject to
all of the antitrust statutes that cur-
rently exist. The only limitation on
antitrust enforcement is that physi-
cian created networks which meet the
standards for PSN's (as set forth in sec-
tion 15021(b) (6) of the House bill) would
not be considered automatically un-
lawful. If the formation or operation of
these networks can be shown to harm
competition, then the DO.J. FTC. or a
private party could challenge them.
This is precisely the same rule which
applies to the formation and operation
ofjoint ventures in other industries in
America. This provision does not ex-
empt physician networks from the law.
It holds them accountable for their ac-
tions, while giving them the oppor-
tunity to compete.

I again urge all of my colleagues to
support the antitrust provisions of sec-
tion 15021 of the House Medicare bill.

Mr. HATCH. Mr. President. while we
are considering the manager's amend-
ment to 5. 1357. the Balanced Budget
Reconciliation Act. I want to take this
opportunity to comment on the health
provisions contained within the bill
and on some of the changes made
therein.

First of all. I know there is a great
deal of consternation about the impact
of the reductions in spending growth
for Medicare and Medicaid contained
within this bill.

Medicare and Medicaid have been tre-
mendously successful programs by any-
one's measure, providing life-saving
and life-sustaining services to literally
millions of persons over the last three
decades. These programs need to be
continued.

What we cannot continue, though, is
the high rate of growth in these enti-
tlement programs. This growth, quite
simply, is contributing significantly to
the deflcit sitpation which is bankrupt-
ing our country.

Mr. President, there is no disagree-
ment on either of these points.

As I see it. the question before us
today is not whether to act but, rather,
how to act.

The question is not 'Why?," as some
assert, but rather the more critical
• Who, what where. when, and how?" we
bring these programs under fiscal con-
trol while preserving vital services for
the people who need them.

It is clear that we are poised to act
on a bill with very far-reaching rami-
fications. This is not a responsibility I
take lightly.

Indeed, the prospect of reforming
programs which have become such an
integral part of America's health care
delivery infrastructure over the past 30
years is a daunting one. The implica-
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tions are enormous—enormous for all
participants in the health care system.
be it patients or those who provide
services to patients.

Consider how intertwined the Medi-
care and Medicaid programs have be-
come with our health care delivery sys-
tem.

A whole generation of facilities has
been built based on funding from the
Federal Government. A whole genera-
tion of health care professionals has
been trained with funding from the
Federal Government. with many aca-
demic health institutions continuing
to rely heavily upon Medicare graduate
medical education funds for their via-
bility. Facilities providing care to the
underserved in both rural and urban
areas count on Medicare revenues to
keep from closing their doors. And,
coverage policy in many private health
care plans and our military health care
system have been designed around
Medicare policy.

Viewed from another perspective,
more than a generation of Americans
has come to rely on the vital services
provided under Medicare and Medicaid.
This is true for our seniors and dis-
abled who are eligible for Medicare,
and for the pregnant women and chil-
dren. the aged, the blind, and the dis-
abled who receive services under Med-
icaid.

The prospect of the reforming this
system can be threatening to all I have
mentioned, because it represents a
change. a change from the norm we
have all come to accept.

But I ask you to consider how dif-
ferent the America of 1995 is from the
America of 1965. The health care of
today is very different from that of 30
years ago. We have come a long way.
Life expectancy has improved dramati-
cally thanks to the fruits of medical
research and technology. Fee-for-serv-
ice medicine is no longer the only op-
tion for delivery of services.

But we have paid a heavy price for
those improvements. Continued in-
creases in health care costs run ramp-
ant have fueled the deficit. and have
priced health care Out of the reach of
many. with a concomitant impact on
the Medicaid roles and the States' abil-
ity to provide services.

I implore my colleagues to see the
changes in this bill today as an oppor-
tunity to make the system better and
more responsive to our national needs.
needs which extend beyond health care
services to, indeed, the health of our
country as a whole.

The deficit situation cannot be ig-
nored any longer. It is unfair to our
children. and to their parents and
grandparents.

The alternative to change is fore-
boding. The costs of these entitlement
programs is running Out of sight. en-
dangering the future viability of the
programs as well as the Federal and
State budgets. By all recognition,
Medicare's hospitalization trust fund
could go bankrupt, starting as early as
next year. The work of the Medicare
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Trustees, reinforced by testimony the
Finance Committee heard from the
former Chief Actuary of Medicare, Guy
King, indicates that we will need at
least $165 billion for the hospitalization
fund alone to stave off bankruptcy by
2002. Payment for physician services
under Medicare, funded 68.5 percent
from tax revenues, is rising in double
digits.

Medicaid spending also remains troli-
blesome.

The Congressional Budget Office has
estimated that the Federal share of
Medicare will grow over 10 percent a
year between now and 2002. about three
times the projected rate of inflation.

The changes made in S. 1357 are a
good start to resolve these problems.

For Medicare, the bill provides great-
er opportunity for seniors and the dis-
abled to participate in innovative co-
ordinated care programs, many offer-
ing the possibility of benefits beyond
the traditional Medicare package such
as preventive services, eyeglasses. and
prescription drugs.

It is clear that the health care mar-
ketplace has been undergoing dramatic
changes over the last several years arid
that further changes will occur.

As new types of provider organiza-
tions and reimbursement practices
have evolved over recent years, many
observers note that the traditional doc-
tor-patient relationship is being rede-
fined.

There are complex and novel issues
presented by the introduction of many
new nonphysician decisionmakers in
the care of patients.

Tensions often are apparent between
the twin goals of providing high qual-
ity care and providing this care at rea-
sonable costs. That became evident in
our consideration of 5. 1357. as we
struggled to make certain that the bill
afforded Medicare beneficiaries the op-
portunity to participate more in the
medical marketplace. while still main-
taining a marketplace which allows
doctors, nurses and other health care
professionals to continue to practice
traditional medicine.

There is no doubt that coordinated
care offers abundant opportunities for
our citizens, including those who par-
ticipate in the Medicare and Medicaid
programs, to receive quality health
care services in the most cost-effective
setting.

On the other hand, as we enter this
new era in which managed care be-
comes the norm, it is imperative that
the overriding goal be to save lives, not
dollars.

What I am saying is that managed
care is an important option in the
health care delivery continuum, but so
is traditional medicine.

Fee-for-service medicine must be
maintained as an option for patients
who are more comfortable with that
kind of care, as well as for providers
who do not wish to join the managed
care environment.

One of the major innovations in this
reconciliation bill is that it will en-
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courage the further participation of
Medicare enrollees in managed care
plans. A key feature of the legislation
is that it allows individuals to choose
the type of health care delivery system
which best meets their needs. This bill
allows American citizens, not the Fed-
eral Government. the freedom to make
this choice.

I think it critical that Medicare
beneficiaries be allowed to choose the
provider of their choice, if this is im-
portant to them. In fact, the bill con-
tains a provision I authored which will
make certain that beneficiaries are
provided with the information they
need to gauge whether the Choice plan
they contemplate joining allows them
this freedom.

At the same time, I do not think it is
fair for the Congress to require that all
plans mandate this option, since par-
ticipants in Medicare do have flexibil-
ity under the current bill.

I also want to note, in turn, that
health care providers will face individ-
ual choices with respect to which type
of health care delivery system best
meets their career plans. Some will
prefer a managed care environment.
while others will not. They. too, must
have the freedom to make that choice.

And that freedom must not be in
name only.

For some time. I have been concerned
that we are destroying the incentives
providers have to practice good medi-
cine in America. Liability concerns,
cost constraints. regulations which im-
pede technology development, change
in medical education reimbursement—
all these can have a stifling effect on
the ability of health care professionals
to be satisfied with the work environ-
ment.

That is one reason I was so pleased
about the House inclusion of a medical
liability reform proposal. Medical li-
ability reform is something I have been
fighting for for some time. and I am
pleased at the House action.

We had a good deal of debate about
this ' creative tension" in the health
care delivery system during develop-
ment of the physician service network
(PSN) provision contained in this bill,
Doctors and hospitals were rightly con-
cerned that because of time-consuming
state certification requirements. they
would not have the ability to form net-
works to compete as providers under
the new choice plans.

On the other hand, insurers were
equally concerned that we not create a
system which put them on an uneven
footing, by allowing certain organiza-
tions to escape the solvency require-
ments and antitrust requirements in
current law.

The challenge we face is to find the
right balance between two competing
interests—our intention to provide sen-
iors with real health care choices, espe-
cially in rural areas, and our interest
in making sure that those who provide
that care have the incentives to do so.
but to do so with accountability. I am
satisfied that the bill before us meets
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these goals, but I will be monitoring its
implementation carefully to see that it
continues to measure up.

The bill before us today also provides
beneficiaries with the option of estab-
lishing medical savings accounts,
something I have long favored.

Under the proposed legislation. Medi-
care recipients would have new op-
tions, including the choice to remain in
the traditional Medicare program. en-
roll in a health maintenance organiza-
tion or select a high-deductible health
insurance plan with a Medical Savings
Account EM SAl.

I support the MSA provisions in the
pending bill and hope they will remain
in the final measure as signed into law.

MSA's are personal, individual ac-
counts used to pay for routine and pre-
ventive health care and are combined
with high-deductible, catastrophic
health insurance that pays for major
expenses. Beneficiaries pay all medical
bills up to the deductible with the MSA
and out-of-pocket funds. Catastrophic
insurance pays all expenses above the
deductible.

Among the benefits of MSA's for sen-
iors will be that they will have first-
dollar coverage for such services as pri-
mary and preventive care, in contrast
to Medicare. which has deductibles and
copayments. Seniors could use their
MSA's for items not covered by Medi-
care. such as eyeglasses and prescrip-
tion drugs. In addition, patients would
have incentives to make prudent
choices because they would have a
larger voice in deciding how their
health care dollars were spent.

Medical Savings Accounts incor-
porate sound economics while encour-
aging individual responsibility and
choice.

Mr. President, I want to point out
that. contrary to many reports, the
Balanced Budget Reconciliation Act
does not cut Medicare spending. It does
not reduce benefits. It does not breech
our contract on Medicare.

And contrary to the assertions of
many. Medicare spending will increase
each year under this budget. It will rise
from $181 billion this year, to $277 bil-
lion on fiscal year 2002. a $96 billion or
53 percent increase. Expressed dif-
ferently, Medicare benefits will in-
crease from an average of $4,800 per
person this year. to $6,700 in fiscal year
2002, hardly a cut,

For Medicaid. 5. 1357 allows a 5 per-
cent rate of growth over the next 7
years, with the program rising from
$157 billion this year to about $220 bil-
lion in 2002. I don't believe this in-
crease of 40 percent can be termed a
'cut", either.
Many of my constituents have visited

with me, offering both praise and criti-
cism about the provisions in this bill,

On a positive note, I have received
much positive feedback about the pro-
visions in this bill which inject a great-
er measure of private market competi-
tion in Medicare. I have received warm
endorsement of the provisions in the
bill which allow the States to tailor
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their Medicaid programs to their own
individual needs. In particular, many
in my home state are pleased about the
opportunity to work cooperatively to-
gether with our Governor to craft a
Medicaid program which meets the
needs of Utahns. not the needs of those
in states across the Nation.

I have been troubled for some time
about the inflexibility of the Medicaid
program, and the innumerable, burden-
some requirements placed on the pro-
grams at the Federal level. This has
served to drive up costs, as well as to
hamstring innovators such as our Gv-
ernor. Mike Leavitt, who have some
wonderfully creative ideas on how to
deliver services in a cost-efficient man-
ner.

I recall the story Governor Leavitt
related to me about the Medicaid waiv-
er he was trying to submit to the
Health Care Financing Administration.
Utah had determined that it could pro-
vide services to more citizens if it e-
stricted the dental benefit to children
and adult emergencies. HCFA turned
him down cold.

Later, at a briefing with my staff,
HCFA said they had not turned any
states down on coverage requests such
as this. When queried, they admitted
that they had told the state not even
to submit the request, because it would
be turned down.

This bureaucratic gamesmanship is a
prime example of why Utah should not
have to seek approval from Washington
of its State Medicaid plan. The changes
made in this bill, which will allow Utah
to design its own coverage program
without a federal waiver—with conti-
ued coverage for the aged, disabled, arid
pregnant women and children—are fin
important step and a needed step.

That being said. I want to acknowl-
edge openly and frankly my under-
standing of the tremendous unease the
prospects of major change cast upon
our citizenry.

This is a natural reaction to change.
I make the pledge that if we receive

evidence that these reforms are not
working, I will do everything I can to
seek an immediate legislative solution
in this Chamber.

I want to make that perfectly clear.
I. too, am not completely satisfied

with each and every provision. as I wifl
discuss in a moment. I am hopeful that
in the conference we can improve these
provisions.

But first of all. I want to discuss how
the changes in this bill affect Native
Americans. This is a subject in which I
have a great interest.

NATIvE AMERIcANs
Mr. President, I am especially

pleased that the pending legislation
contains needed provisions, which it

sponsored in the Finance Committee,
relating to the impact of Medicare and
Medicaid reform on Native Americans.

As we debate this important legisla.
tion, I want to be sure that we do not,
lose sight of how these reforms will af-
fect Indian Country.

And, I would point Out to my col-
leagues that Congress has recognized
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the severely depressed halth condi-
tions existing among Native Ameri-
cans. But there is a need to do more.

The current health status of Native
Americans and Alaska Natives remains
disproportionately low compared to the
rest of the population. The Native
American (IHS Service Area) age-ad-
justed mortality rates remain consider-
ably higher than for the rest of the
U.S. population.

Between 1989 and 1991 the mortality
rates for Native Americans were 440
percent greater for tuberculosis: 430
percent greater for alcoholism: 165 per-
cent greater for accidents: 154 percent
greater for diabetes mellitus: and 46
percent greater for pneumonia and in-
fluenza.

These rates are simply unacceptable.
The bottom line is this: per capita
spending for Indian health care is ap-
proximately one-half that of the na-
tional average. In 1992, the U.S. Na-
tional Health Expenditures per capita
was $3,155 compared with an IHS
Health Expenditures per capita of
$1,489.

The Native American provisions con-
tained in this bill serve to reaffirm our
Nation's commitment with respect to
Medicare and Medicaid reimbursement
for Indian Health Service programs.

In effect, these provisions will help
ensure that Indian health care contin-
ues to improve even as the Medicare
and Medicaid programs undergo re-
form. Given the limited budget within
which the Indian Health Service (IHS)
and tribes must operate their health
care programs, third-party income
such as Medicare and Medicaid collec-
tions allow the IHS to supplement
their already limited Federal appro-
priation.

The IHS estimates that it will collect
$54,250,000 in Medicare and $120,750,000
in Medicaid reimbursements in fiscal
year 1995. These collections allow the
IHS and tribal programs to improve
the conditions of their facilities and
free-up financial resources to provide
critical health care services which they
could not otherwise provide.

In fiscal year 1995, Medicaid funds
were used to pay the salaries and bene-
fits for 1,379 FTEs. These staff posi-
tions include physicians, nurses, phar-
macists, lab technicians, and support
staff. The loss of Medicaid funds would
mean that these health care providers
would have to be laid off due to a lack
of money to pay salaries and benefits.

The impact of the loss of this money
would be tremendous because these
funds supplement direct clinical care
to Native Americans and Alaska Na-
tives. It would result in the closure of
critical inpatient services in some of
the most remote parts of the country.
The outcome would be truly devastat-
ing to the already poor health status of
Native Americans.

Under existing law, IHS facilities
like other health care providers are eli-
gible to receive Medicaid and Medicare
payments for services provided to eligi-
ble Indians. The provisions I sponsored
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will ensure that these arrangements re-
main in place in the new world of re-
formed Medicaid.

In addition, my language expands
coverage to tribally owned and oper-
ated health care facilities as well as
urban Indian organizations that serve
Medicaid eligible Indian patients.

Approximately 1.4 million Native
Americans receive health care services
from the IHS and from Indian owned
and operated health care facilities.

In an effort to address the poor
health conditions of Native Americans
and because of the fact that Indian
health programs are almost entirely
dependent upon Federal appropria-
tions, Congress made two exceptions to
allow the IHS and tribal health facili-
ties to participate in the Medicare pro-
gram and use their reimbursements to
improve facility conditions.

First, Congress made an exception to
the general ban against payments to
Federal providers of services for IHS
and tribal health providers pursuant to
Section 401 of the Indian Health Care
Improvement Act and Section 1880 of
the Social Security Act.

Second, Congress made an exception
to the requirement that the IHS and
tribal health facilities meet all of the
conditions and requirements for par-
ticipation in the Medicare program, as
long as those facilities provided the
Secretary with a plan for achieving
compliance.

Pursuant to Section 1880 of the So-
cial Security Act, hospitals and skilled
nursing facilities owned by the IHS
may receive reimbursement from Medi-
care for services provided to eligible
Indians.

Pursuant to Section 1861(aa)(4)(D) of
the Social Security Act outpatient fa-
cilities that are owned by the IHS are
eligible to be Federally Qualified
Health Centers and participate in the
Medicare program but only if those fa-
cilities are operated by tribes or tribal
organizations under the Indian Self-De-
termination and Education Assistance
Act, or by urban Indian organizations.

Tribally-owned health care facilities
are able to participate in the Medicare
program subject to the same conditions
and requirements as any other provider
in the State in which those facilities
are located.

As this bill moves through the legis-
lative process. I hope these provisions
can be maintained, because I believe
we should do all we can to enhance the
level of health care provided to Native
Americans through the Medicare and
Medicaid programs. I thank my col-
leagues on the Finance Committee and
the Committee on Indian Affairs for
their support and assistance in devel-
oping these important provisions.

Another issue in which I have a great
interest is the Federal effort to prevent
health care fraud.

FRoUD AND ABUSE
The problem of health care fraud and

abuse is certainly one of the most trou-
bling aspects in our Nations health
care delivery system. By most esti-
mates, the costs of health care in the
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United States approach $1 trillion an-
nually. By the turn of the century. the
figure will exceed $1.5 trillion annu-
ally, consuming up to 16 percent of the
Nation's gross domestic product.

Even by most conservative esti-
mates. billions of dollars are lost to
waste, fraud and abuse. Health insur-
ance experts. the FBI and other agen-
cies agree that fraud and abuse account
for as mush as 5 to 10 percent of total
health care expenditures. As much as
$27 billion taxpayer dollars are lost to
fraud and abuse in the Medicare and
Medicaid programs. These losses are
clearly not insignificant.

Clearly, the Federal Government
must take steps to put a halt to the de-
liberate and unscrupulous act of de-
frauding individuals, health care pro-
viders. and State and Federal Govern-
ments in the provision of health care.

The anti-fraud and abuse provisions
contained in this legislation essen-
tially represent the provisions con-
tained in 5. 1088. which was developed
by our colleague from Maine. Senator
COHEN.

I am extremely pleased that the final
compromise addressed my concerns
about provisions in 5. 1088 which would
have authorized the use of health care
fraud related fines and penalties to fi-
nance investigative and enforcement
efforts of the HHS IG's Office and ef-
forts at the Justice Department.

I have long opposed this so-called
bounty hunter provision, as I strongly
feel it would create an incentive for
Federal investigators to forgo prosecu-
tion or exclusion where warranted in
favor of large civil penalties that
would provide additional funding for
investigators.

Under the new language as contained
in the bill, all penalties, fines and dam-
ages collected will be deposited into
the Medicare trust fund. Under this ar-
rangement. the original purpose to
strengthen the financial solvency of
the Medicare program is further
achieved. I strongly believe this ap-
proach serves to address my concerns
as well as ensuring the integrity of the
anti-fraud and abuse provisions.

I do have remaining concerns, which
I will work to address in conference.

First. I would note that the bill does
not uniformly punish those who would
attempt to defraud a health care plan
or provider or those who would con-
spire with others to do so. Nor does it
appear to criminalize attempts or con-
spiracies to embezzle.

I think it is vitally important that
those who conspire with others to
cheat our health care plans should be
punished to the full extent of the law.
Otherwise, a conspiracy to defraud or
embezzle will be uncovered before the
crime is actually completed. Those sit-
uations should be addressed by this
statute.

Second, while we provide for the for-
feiture of property, real or personal of
persons convicted of health care fraud,
it is unclear whether the bill would
also permit the forfeiture of the fraud-
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ulently obtained proceeds. While it is
certainly important to obtain fraudu-
lently obtained property, it is even
more vital to divest criminals of their
unlawfully obtained proceeds. We must
be careful to craft legislation that will
destroy the financial incentive for
criminals to abuse our health care sys-
tem.

In the same vein, the bill only per-
mits forfeiture of property from per-
sons actually convicted of a crime.
Thus, if someone perpetuates a fraud
against a health care plan or provider,
and then flees outside the jurisdiction
of the United States, it may be dif-
ficult to obtain their ill-gotten gains
remaining in this country unless we
permit the government to bring a civil
forfeiture action.

Civil forfeiture must be available
even if a conviction cannot be ob-
tained. This is an important. complex
issue. Indeed. I am currently working
on legislation that would affect forfeit-
ure law, and want to be able to craft
responsible language.

I also have several technical concerns
with the fraud and abuse provisions.
For example, section 7141 punishes
those who commit health care fraud
with a maximum 10-year penalty. If se-
rious bodily injury results, the crimi-
nal can be punished for any term of
years.

Unfortunately. the statute does not
appear to address a crime leading to
someone's death. Serious bodily injury
is not defined to include death, so the
possibility of a death occurring as a re-
sult of the crime must be taken into
account.

Finally, we need to ensure that this
bill does not improperly extend Federal
criminal jurisdiction and that it con-
forms to accepted investigative de-
mand procedures. In light of the Lopez
decision issued by the Supreme Court
last term, we must be careful to draft
legislation that contains the proper
legislative nexus to the Constitution's
commerce clause. We must put an end
to the days of federalizing crime with-
out giving any thought to the legiti-
mate prosecutorial interests of the
States.

We must also guarantee that appro-
priate. established, investigative de-
mand procedures are followed. The ad-
ministrative subpoena is a powerful
tool that should not be used unless ac-
cepted procedures are followed.

In addition. I have continuing con-
cerns about the provisions relating to
the anti-kickback statute. I have been
concerned about the discount exception
to the statute as currently interpreted,
and the discount safe harbor regulation
which is, in effect, impeding the imple-
mentation of commercially reasonable
and non-abusive marketing practices.

One such practice is the combining
for discount purposes of various prod-
ucts and/or services supplied by a com-
pany to a provider. Another example
involves the provision of discounts
based upon the volume purchased dur-
ing a fixed time period.
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Hospitals and health plans purchase
medical devices, pharmaceutical prod-
ucts and other health care products
and services from one manufacturer,
and thereby receive a percentage price
discount on the total products pur-
chased. The discount is allocated on a
flat across-the-board basis for all prod-
ucts. Similarly. hospitals and health
plans routinely purchase all products
used for treatment of a particular dis-
ease from a supplier, at a fixed rate for
all products.

In addition, manufacturers want to
be certain that they can lawfully bun-
dle products into a single procedure kit
which contains all items needed to per-
form a specific procedure or treatment,
and to offer the kit for purchase at a
discount. Without the discount excep-
tions, such arrangements can be con-
strued as a sale of one product tied to
another and, therefore, a kickback
under Medicare law, even when prac-
ticed lawfully in the treatment of pa-
tients.

These arrangements are appropriate
and create no potential for abuse so
long as there is adequate disclosure of
the financial parameters of these ar-
rangements so that the Medicare and
State health care programs are able to
ascertain cost data for purposes of re-
vising payment rates and are able to
evaluate the impact of these arrange-
ments.

While these arrangements may differ
from pure time-of-sale price discounts
on a single item or service, they are ap-
propriate in the current health care en-
vironment,

Discount arrangements are, in fact,
commonplace in the private sector and
have resulted in substantial savings to
hospitals, managed care companies
and, most importantly, consumers.

Unfortunately, current Medicare law
is vague in this area and implies poten-
tial illegality of certain innovative
purchasing practices common in the
private sector. These types of purchas-
ing arrangements enable hospitals and
managed care companies to purchase
medical supplies and drugs at a dis-
count when they are sold as a package
or in volume.

The success of Medicare reform relies
heavily on the ability of health plans
to replicate successful private sector
practices—including innovative ar-
rangements between providers and
drug and device manufacturers that re-
sult in savings to beneficiaries and ul-
timately to the Medicare trust fund.

Accordingly, it is my desire to clarify
that these innovative purchasing ar-
rangements are allowable under the ex-
isting Medicare antikickback rules. Al-
though we have made some progress in
this respect in the bill as reported by
the Finance Committee, it is my desire
to pursue clarifications in all these
areas as the bill moves forward.

CHIROPRACTIc sERVICES
During consideration of the reconcili-

ation bill an the Finance Committee, I
offered an amendment to allow chiro-
practors to practice their profession
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under Medicare to the full extent of the
scope of practice permitted under
State law. The Committee agreed to
accept this amendment subject to
working Out the financing provisions
with the Congressional Budget Office.
However, due to the press of business.
it has not yet been possible to corn-
plete the task of fine tuning a mecha-
nism that would achieve this goal
without significantly increasing the
cost to the Medicare program.

This is unfortunate because I believe
that the time is ripe to discard the au-
tiquated restrictions on chiropractors
that permeate current law. Today,
chiropractic is recognized by the medi-
cal profession. and, indeed, a recert
government report concluded that
chiropractic treatment is among the
most effective for the treatment of cer-
tam type of ailments. Many of us in
this Chamber did not need a goverm
ment study to tell us what we already
know.

I am committed to work with my col-
leagues on the Finance Committee to
effectuate a change in the limitations
on chiropractors. I believe—and I am
confident that a majority of my col-
leagues both on the Finance Commit-
tee and in this chamber agree with
me—that chiropractors should be al-
lowed to be reimbursed under Medicare
as long as the service they provided is
an existing covered service, and that
they are operating within the scope of
their license as defined by State law.

ORTHOTIc AND PROsTHETIc sERcES
I wanted to take this opportunity to

mention another amendment I au-
thored in Finance Committee, which
was approved but later dropped because
we could not find a suitable offset.
That amendment would have allowed a
1 percent update in the reimbursement
rate for orthotics and prosthetics pro-
viders, in particular for artificial limbs
and braces.

Orthotics and prosthetics providers
design. fit and fabricate custom ortho-
pedic braces and artificial limbs for a
wide variety of persons with physical
disabilities.

I understand that the O&P fee sched-
ule has been frozen for a number of
years, resulting in only a 1 percent up-
date factor per year since 1985. The bill
freezes the update.

I am sympathetic to concerns which
have been raised about the growth in
reimbursement for this industry, and I
would only note that this is a highly
specialized segment of the health care
industry: where utilization controls
should not be an issue. In addition.
while the Congressional Budget Office
cites large growth in O&P since 1990.
part of this growth is due to parenteral
and enteral nutrition [PEN] urological
supplies and other non-custom devices
which would have not been covered by
my amendment.

I am hopeful that the final bill can
include the one percent update.

ABSTINENcE EDUcATION
Providing education to young adults

about the value of abstinence is ex-
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tremely important and I applaud the
effort that this bill makes in this area.
Many of us share the belief that absti-
nence is the best and healthiest meth-
od for our young people to avoid the
risks associated with early sexual ac-
tivity—dangers that have both phys-
ical and psychological manifestations.

I am concerned, however, that the
language defining abstinence education
in section 7445 of 5. 1357 may be inter-
preted by some as being so restrictive
that some excellent abstinence-based
programs. including some programs op-
erating in my state, would not be eligi-
ble for funding. This issue turns on the
interpretation of the term exclusive
purpose in section 7445(c)(5)(A) and
whether this will be read as encompass-
ing programs, such as operated by the
Community of Caring in Utah. for
which abstinence is a primary goal.
This program exists in 50 schools in
Utah and has been successful in achiev-
ing abstinence by teaching and rein-
forcing it within the values of caring.
respect. responsibility, trust and fam-
ily. I would hope that a family values-
based program this effective would not
be excluded from funding.

PRESCRIPTION DRUG REBATES
Many of us opposed the Medicaid

drug rebate program when it was first
enacted in 1990, although I recognize
that it has provided a valuable source
of revenue for financially strapped
State Medicaid programs. The theory
behind this program is that it would
constrain the costs of pharmaceuticals
by guaranteeing State Medicaid pro-
grams the best price.

Because of the growing move toward
Medicaid managed care, with its inher-
ent cost containment strategies, the
importance of the rebate program is
now overstated.

I have been concerned that rebates
are anticompetitive and constrain the
ability of hospitals, HMOs. and other
private sector purchasers of prescrip-
tion drugs to negotiate discounts from
pharmaceutical manufacturers. In ad-
dition, overly high rebates can act as a
disincentive to provider participation
in Medicaid. as well as to the pharma-
ceutical research and development nec-
essary to foster breakthrough drug
products.

Under the current Medicaid program.
states receive a manufacturers best
price for a drug. plus an additional re-
bate reflecting any differences between
price increases and inflation—as meas-
ured by the Consumer Price Index.
Under the original Finance bill, the
Federal rebate program would have
been retained for 3 years. after which
the States could choose whether to im-
plement programs on their own. An
amendment adopted in committee re-
moved that sunset.

I believe it is important to clarify
what was intended by an amendment
that I offered at the Senate Finance
Committee on the topic of prescription
drug rebates.

Currently, several States require re-
bates from prescription drug manufac-
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turers over and above what is required
under the Federal Medicaid program.
The bill that we will ultimately send to
the President will also be likely to re-
tain the authority for States to con-
tinue to collect rebates. My personal
belief, and I think that most of my col-
leagues on Finance would concur. is
that this authority should be along the
lines of the original Finance Commit-
tee bill which included a transition pe-
riod of 3 years allotted to States to in-
tegrate drug rebate programs into
their overall health care programs.

At the Finance Committee there was
discussion as to whether the language
adopted would preclude States that
choose to opt out of the Med igrant Pro-
gram from collecting supplemental or
additional rebates on top of the rebate
amount authorized under the program.
The Senate Finance Committee voted
that States would be precluded from
collecting unlimited rebates. At the
committee level the point was made
that the pharmaceutical industry is ex-
pected to spend about $15 billion on re-
search and development in 1995 alone.
States may choose to opt out of the
drug rebate program but will be prohib-
ited from collecting unlimited rebates
from this research and development-in-
tensive industry.

FDA EXPORT

I was pleased to learn this morning
that the House adopted as part of its
reconciliation bill legislation I au-
thored with Representative FRED
UPTON and Senator JUDD GREGG (H.R.
1300/5. 597) a bill which would dramati-
cally expand export opportunities
abroad for American manufacturers of
pharmaceuticals and medical devices.
That bill, the FDA Export Reform and
Enhancement Act of 1995, will both cre-
ate jobs in the United States, as well as
provide incentives for us to enhance
our technological capacity to develop
new medical products.

I intend to work concertedly to en-
sure that this provision becomes law,
and I commend my colleagues in the
House. especially Representative
UPTON. for their work in this area.
REIMBURSEMENT FOR EXPER1?NTAL MEDICAL

DEVICES

On June 22, 1995, Senators GREGG,
FRIST. KENNEDY, KASSEBAUM. GRAMS,
WELLSTONE. CHAFEE. HUTCHISON,
D'AMATO and I introduced the Medical
Devices Access Assurance Act of 1995.
A companion measure, H.R. 1744. was
introduced in the House by Chairman
BILL THOMAS, the first in Congress to
step forward in this area.

This legislation addresses two serious
threats to our health care system: re-
stricted access for our senior citizens
to the most advanced experimental
medical technologies and our country's
loss of clinical research activities to
overseas facilities. This bill helps har-
monize our reimbursement policies for
experimental medical devices with
those governing payment for experi-
mental drugs. This is good policy that
is fair and advances the public health.
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Because of "Byrd rule" consider-

ations we are not able to pursue this
matter in the bill today, even though
the measure is included in the House-
passed bill. It is my intention to pursue
this legislation vigorously throughout
the remainder of this congressional
term, either as part of the reconcili-
ation bill, or on the MedicarelMedicaid
technicals bill which I understand the
Chairman intends to consider later this
year.

OXYGEN THERAPY

As part of the Medicare reform legis-
lation, the Finance Committee re-
ported a 40 percent reduction of the
home oxygen benefit payment. In con-
trast, the House Ways and Means Com-
mittee reported a 20 percent reduction.

While I recognize that these provi-
sions, to a certain extent, mirror
Health Care Financing Administration
efforts under an inherent reasonable-
ness proceedings, nevertheless I am
concerned about the impact of such a
significant reduction on patients in
Utah who require a higher level of serv-
ice, particularly those patients in rural
or remote areas of the State.

In addition, I have met with numer-
ous small home oxygen providers who
believe that with their slim profit mar-
gins they cannot possibly sustain a 40
percent payment reduction. And for
many patients, the small provider may
be the only nearby source of home oxy-
gen therapy.

As the legislative process moves for-
ward. I hope that we can reexamine
this proposal.

HOSPICE c
I would also like to mention my deep

interest in making sure that Federal
support for hospice care remains as
strong as possible.

Hospice care provides palliative care
for terminally ill individuals with a
life expectancy of 6 months or less if
the terminal illness runs its normal
course. Specifically, hospice care pro-
vides relief of pain and uncomfortable
symptoms through a specially qualified
interdisciplinary group of medical,
psychosocial and spiritual profes-
sionals. Besides being certified as ter-
minally ill, an individual must be enti-
tled to part A of Medicare in order to
be eligible to elect hospice care under
Medicare. Under the Medicare hospice
benefits, a terminally ill individual can
receive comprehensive high-quality
care at a lower cost.

While I recognize the need to hold
back the growth in spending for all
components of the Medicare program, I
am concerned that the effective and ef-
ficient service of hospice care cur-
rently available to Medicare berie-
ficiaries may be compromised by the
proposed 2.5 percent budget reduction.

Hospice care is in effect comprehen-
sive managed care for a specialized
population, the terminally ill, since
the current Medicare hospice benefit is
reimbursed on a fixed, all-inclusive per
diem basis.

As a recent Lewin-VHI study indi-
cated, "efforts to control Medicare ex-
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penditures [that] discourage hospice
providers from offering their services
to Medicare beneficiaries. Medicare ex-
penditures would likely increase.' We
must monitor this situation closely to
assure that the benefits of hospice care
are not undermined by this proposal.

In addition, I also think we need to
clarify how the hospice benefit will
interact with the managed care oppor-
tunities provided in both the House and
Senate bills. The House language is ex-
plicit in stating that Medicare contrac-
tors will assume full financial liability
for services other than hospice care.
The Senate language is silent on this
point and I am hopeful this can be ad-
dressed in conference.

HOME HEALTH CARE

I am also concerned about the impact
of this legislation on the provision of
home health care.

As my colleagues are aware. home
health has long been a personal prior-
ity of mine. I have seen time after time
how gratified Utah families are to be
able to care for their loved ones in the
home. This compassionate. caring al-
ternative to institutionalization can
make all the difference in the lives of
those who are ill.

At the same time. I recognize that
the rapid growth of these services in
recent years attests to the fact that
patients prefer home health care over
traditional institutional care.

I have had the opportunity to talk to
patients and their families who receive
these services. Almost without excep-
tion the family setting enhances the
patients morale and serves as a posi-
tive influence in speeding recovery or
sustaining the critical nature of an ill-
ness.

Accordingly, as we reform Medicare
we should be careful not to limit access
artificially.

The legislation before us today pro-
poses significant changes to the home
health care industry. One provision
will require that home health care
services be paid on a prospective pay
system. This is something I have fa-
vored for a long time: I think this pro-
vision will serve to address concerns
regarding costs as well as to promote
cost efficiency and effectiveness among
providers without compromising the
quality of care.

While I support the enactment of a
PPS for home health. I do have con-
cerns about some of the provisions con-
tained in the Senate and House propos-
als which could have unintended con-
sequences of erecting barriers to care
for several categories of the elderly.

For instance, the greatest deficiency
in the respective House and Senate
plans, and one which will cause the
greatest financial hardship to agencies
as well as impact on patients, is the
treatment of extended careloutlier
cases: that is, patients who require
more than 120 days of care.

According to some industry sources
who have contacted me. as much as 30
percent of the national caseload falls
into this category. The discrepancy be-
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tween the per episode cap—based on
the average regional cost of providing
120 days of care—and the per agency
limit based on 165 days of care—must
be addressed and eliminated.

If the episode cap is limited to 120
days. then additional payments, where
warranted and approved by the fiscal
intermediary, should begin on day 121.
Or, alternatively, the per episode cap
should be based on the regional average
costs of providing 165 days of care.

The financial impact on providers of
the discrepancy is obvious. The impact
on patients is no less obvious. In the
first place, the plan effectively—albeit
certainly unintentionally—discrimi-
nates against patients with certain
medical needs and conditions. While
Medicare will pay providers the full
cost of furnishing care to some pa-
tients whose needs fall within the arbi-
trarily day limits, it will pay for only
part of the care for patients who are ei-
ther more acutely ill or have chronic
conditions.

Additionally. it is reasonable to as-
sume that agencies with large case-
loads of patients needing care beyond
120 days—but less than 165—cannot
long operate under this system. The
logical result will be limited access to
care in some areas as agencies close.

With respect to the home health mar-
ket basket updates. payment rates
should be based on actual reasonable
costs. The provision which would ad-
just payments by the home health mar-
ket basket minus 2 percent is clearly
unreasonable. Per visit payment di-
rectly affects per episode limits, so the
limitation has a compounded effect.

Also punitive, particularly in light of
the 45-day window of vulnerability/dis-
crepancy. is the limitation of the sav-
ings share to 5 percent of an agency's
aggregate Medicare patients. I think
this is something we may need to ex-
amine. especially since the limitation
serves as a disincentive to bring overall
costs to a level that will yield savings
greater than 5 percent.

The limitation could ultimately hurt
the Medicare program. whose level of
savings would increase if real incen-
tives were in place for home health
agencies to work to produce saving be-
yond the 5 percent limit.

Another issue regards the break in
care between a particular illness or
episode. Any required break in the de-
livery of home health services before a
new episode can begin would, by defini-
tion. be arbitrary. A 60-day break
seems to be unnecessarily long, given
the nature of the Medicare home
health care population. I think that 45
days might be more reasonable.

Another question I have about our
proposal is that it leaves open the
question of what responsibility, if any.
a home health agency would carry for
a patient who is discharged—for exam-
ple at 120 days—and then who needs
services for another condition 50 days
later. This issue needs to be clarified. If
patients cannot receive the care they
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need through home health, it is reason-
able to assume they will obtain it in a
more costly institutional setting.

Finally. I note that the House bill ex-
tends the waiver provision until the
implementation of the PPS system n
October 1. 1996. I hope this is some-
thing we can reexamine.

cHILDREN's HEALTH
Nothing can be more important to

our future than the health of our chil-
dren. Too often that fact is left out of
our debate on entitlement programs.

This debate has underscored that
there is obvious disagreement over
whether Medicaid should remain an en-
titlement, but I am certain there is no
disagreement that children should be a
primary focus no matter how we re-
form Medicaid.

In particular. children with special
health care needs—those with serious
chronic conditions or disabilities such
as those with cerebral palsy. cystic fi-
brosis, cancer or heart conditions—are
fortunately very small in number. un
fact, they represent only 2 percent of
all children. But, it will take special
attention to make sure their needs are
being met.

For example, managed care can offer
these children and their families better
access to care and better coordination
of services, but—as the managed care
industry's own National Committee on
Quality Assurance has recognized'—
managed care has little experien;e
with children with special needs.

The bill we have before us today con-
tains an amendment which would have
States outline in their plans how they
will serve children, and in particular.
how they will serve children with spe-
cial health care needs. While I am cer-
tain the Governors will devote appro
priate attention to children with spe-
cial needs, I think that outlining how
this will be accomplished in the State
plans will give us all the peace of mind
that these very vulnerable children
will not fall through the cracks.

In addition, the bill contains a prov.
sion I coauthored with Sen. GRAHAM to
clarify 'that States are required within
their Medigrant plans to describe the
methodology to be used to continue
disproportionate share payments t
hospitals. An explicit methodology is
important for hospitals such as Pri-
mary Children's in Salt Lake City,
which receives 7 percent of its Medic-
aid revenues from disproportionate
share payments.

NURSING HOMES
One of the reasons I have introduced

5. 1177, the Quality Care for Life Act. i
that I firmly believe we need to adopt
a national policy for long-term care.
That policy need not be a Federal-only
solution. Indeed, any plan to provide
comprehensive long-term care services
for Americans citizens must embrace a
mix of private and public solutions, in-
cluding incentives for long-term care
insurance development.

There are 17.000 nursing homes in
this country, who serve 1.7 million resi
dents. The care of two-thirds of these
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residents, some 1.13 million, is paid by
Medicaid, and the care of 100.000 is paid
by Medicare.

The impact of this bill on the provi-
sion of long-term care services is im-
measurable, since we are reforming the
Medicaid system which provides a good
deal of the long-term care services in
this country, as well as making sub-
stantial changes to Medicare reim-
bursement for skilled nursing facilities
[SNF's).

There is no doubt that savings from
SNF reimbursement should be included
in a reconciliation bill; I think that all
involved —providers. patients. and pol-
icymakers—recognize that fact. How-
ever, I have had some concerns about
the way the provisions were crafted in
the proposal that we considered in Fi-
nance Committee.

I have very much appreciated the
willingness of Chairman ROTH, and his
most capable staff, to work with me to
address my concerns.

Two weeks ago. I received a letter
from 28 organizations, representing a
broad spectrum of companies and
health professionals providing care to I
million Medicare beneficiaries. These
organizations, which include nursing
homes, subacute facilities. ancillary
service providers and health care pro-
fessionals serving nursing home pa-
tients, were opposed to the committee
proposal which would have established
a flat, per-stay reimbursement rate for
all ancillary services based on a blend
of a facility-specific and a national av-
erage rate.

The basis of concern was that the
move toward a national average could
cause wide shifts in reimbursement,
which could jeopardize patient care es-
pecially for those with severe illnesses.
In addition, the funding mechanism
couldjeopardize the trend toward using
subacute care as a cost effective alter-
native to hospital care.

I also think that, despite the Health
Care Financing Administration's lack
of priority in developing a prospective
payment system for SNF's, there is
consensus that future payment must be
made on a prospective basis. The only
practical solution to the funding prob-
lem for nursing homes under the fee-
for-service sector of the Medicare Pro-
gram is to implement a prospective
payment system that contains the nec-
essary cost containment incentives.
This will take some time to develop.
Under the most rosy scenario, such a
PPS system could not be implemented
before October 1, 1997.

To me, the goals in developing a SNF
reimbursement proposal should be two-
fold. We must make certain that any
proposal we approve maintains appro-
priate incentives for high quality serv-
ices. At the same time, it must also
provide reimbursement in the most eq-
uitable way. especially during the tran-
sition period as we move to a PPS sys-
tem.

The key to designing a new system is
to get a handle, not only on the price
the Medicare Program is paying for the
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nursing home service package, but also
on the amount of services provided in
the coverage package. Control over the
latter can only be accomplished by
paying SNF's prospectively on a per
episode, per case, or per spell of illness
basis—as opposed to the per diem or
per day approach that has been tradi-
tionally employed in the nursing home
industry.

Faced with prospective per episode
payments. skilled nursing facilities
will be able to economize on the
amount of services provided during
each Medicare covered stay by adjust-
ing the intensity of services provided
during each day of the patient's stay in
the facility and by making sure that
the Medicare covered stay is no longer
than necessary. Of course. other mech-
anisms outside of the payment system
must be relied upon to control the
number of Medicare covered admis-
sions. but I expect we will be address-
ing these concerns through controls on
coverage decisions. shifts to managed
care. and modifications in eligibility
rules.

These prospective episodic payments
should cover all of the reasonable costs
that skilled nursing facilities incur
when providing Medicare covered serv-
ices, including both operating costs
(both routine and non-routine) and
property costs. The prospective epi-
sodic payments under this system are
intended to cover the entire cost of
services provided during the period of
Medicare part A coverage. This means
that the payments are to cover both
part A and part B services that are pro-
vided to the patients during their Med-
icare part A covered stays.

Additionally. the prospective epi-
sodic payments need not be the same
for all patients in all facilities. For ex-
ample. the prospective payments
should be case-mix sensitive so that pa-
tients with varying service needs are
associated with varying levels of pay-
ments. Skilled nursing facilities oper-
ating in different labor markets also
should have their prospective payment
schedules adjusted to account for these
market differences. Finally, special
consideration should be given to the
prospective payments for patients in
skilled nursing facilities with very low
volumes of Medicare activity so as to
preserve the access to SNF services
that these providers afford. This can be
done either by preserving the current
low volume prospective per diem Medi-
care SNF payment system or by ad-
justing the prospective episodic pay-
ment levels for these facilities to rec-
ognize their higher costs of operation.
No payment adjustments should be au-
thorized other than those just de-
scribed.

With this kind of approach to pro-
spective Medicare SNF payment, we
can expect to finally get a handle on
one of the most rapidly expanding sec-
tors of the Medicare Program.

I am extremely appreciative of the
efforts that Senator ROTH and his staff
have made to work with me to address
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concerns I have had about the SNF pro-
visions in the bill.

There is one other SNF issue I wish
to address. The Finance Committee
amendment we considered today dif-
fered somewhat from an earlier draft I
reviewed with respect to section 7037.
In the previous draft, the language
made it clear that the Secretary of
HHS should establish salary equiva-
lency limits based on recent and accu-
rate data relevant to the specific types
of therapists and providers, subject to
the salary guidelines." This language
also specified that the existing guide-
lines for physical therapy and res-
piratory therapy would be updated to
conform to that guidance. As my col-
leagues may be aware, the current
guidelines for physical therapy and res-
piratory therapy are based on 1981 data
and they are outdated.

This language was not included in
the draft of this morning. I am hopeful
that we can work to clarify this sec-
tion during conference to make certain
that the Secretary shall use accurate,
timely, and relevant data in developing
occupational therapy and speech lan-
guage pathology guidelines and to as-
sure that the Secretary will rebase the
existing guidelines for physical therapy
and respiratory therapy based upon
timely, accurate, and relevant data.

cLINIcAL LABORATORIES
Another provision about which I have

some concern is the provision on reim-
bursement of clinical labs contained
within this bill. I have no objection to
reducing the level of spending under
this category, and I am very appre-
ciative of the fact that the bill does not
contain the unwise proposal from 1993
to impose a copayment on lab services.

In committee, I had suggested a pro-
vision similar to the Ways and Means
bill which would only freeze updates
for lab payments and include much-
needed administrative simplifications
which could provide efficiency and
cost-effectiveness in the delivery of lab
services, a key regulatory reform goal
of this Congress.

We were not able to work Out the
scoring on this proposal, but I am
hopeful the issue of lab reimbursement,
and especially administrative sim-
plification, can be reexamined in con-
ference.

FEDERALLY QUALIFIED HEALTh cENTERS
During Finance consideration of this

bill, the committee adopted without
objection a provision I authored with
Senators CHAFEE and GRASSLEY which
would allocate one percent of Federal
Medicaid spending for the preservation
of what I believe is really the Nation's
primary care infrastructure—commu-
nity health centers and rural health
clinics. Since the bill rewrites title IX
of the Social Security Act, Medicaid, it
eliminates the cost-based reimburse-
ment they would have received under
Medicaid as Federally-Qualified Health
Centers (FQHCs).

Let me make perfectly clear that I
am extremely sensitive to the concerns
that our Nation's Governors' have
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raised about using a Medicaid set-aside
as a funding source for this amend-
ment: I want to work to address these
concerns as the process moves forward.

Under our amendment, one half of
the amount allocated would be used for
payments to community health cen-
ters, and the other half for rural health
clinics. The Secretary of HHS would
determine the methodology for deter-
mining payments to these centers and
would make payments directly to the
centers. Payments made to centers by
the Secretary would be in addition to
any other revenues the centers receive
from Medicaid, either directly from
States or from managed care plans.

Mr. President, over 1000 community
health centers and 2500 rural health
clinics play a unique role in the health
care system. In inner-city areas, com-
munity health centers are often the
only providers of care to Medicaid pa-
tients and the uninsured. In rural
areas, community health centers and
rural health clinics are often the only
providers for the residents of the area.
whether they are on Medicaid or Medi-
care, have private insurance, or are un-
insured.

Community health centers and rural
health clinics serve over 16 percent of
Medicaid patients nationwide. My col-
leagues might be surprised to know
that 36 percent of community health
center patients are on Medicaid: 44 per-
cent are uninsured: 8 percent are on
Medicare: and 12 percent have private
insurance.

For rural health clinics. 27.7 percent
of the patients are on Medicaid; 29.4
percent are on Medicare: 14.4 percent
are uninsured: and 28.5 percent have
private insurance.

The current Medicaid Program recog-
nizes the unique role of these centers,
and provides them with cost-based re-
imbursement, in order to assure that
the payments are sufficient to meet
the health care needs of Medicaid pa-
tients they serve.

Unlike providers with large numbers
of privately insured patients, these
centers do not have reserves or avail-
able capital, and do not have the abil-
ity to cost-shift losses from insuffi-
cient payments under public programs.

Under many current Medicaid man-
aged care programs, these centers have
not received sufficient payments from
managed care plans to meet their costs
of caring from Medicaid patients.

Some of my colleagues may ask why
these centers need special consider-
ation. A major reason is that many
will be forced to close their doors or re-
duce services if their reimbursement is
not maintained.

Centers are committed to serve all in
their communities. Without a suffi-
cient flow of funds to meet the needs of
their Medicaid patients, centers will be
forced to substantially reduce their pa-
tient loads, and many will go out of
business. Other providers will not enter
these underserved communities be-
cause the economic base will not sup-
port them, and the community will be
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left with no remaining health care in-
frastructure.

Another reason is that Medicaid pa-
tients (particularly those seen by cen-
ters) often are more difficult to treat
than the privately insured patient en-
rolled in a managed care plan because
Medicaid health center patients have
more serious health conditions and
poorer overall indicators of health sta-
tus.

In addition to traditional medical
services, centers provide other services
(such as outreach, transportation,
health education, and translation)
which enable Medicaid patients to bet-
ter utilize care and comply with medi-
cal direction. These services are not
generally included in a capitated pay-
ment which a health center receives
from a health plan.

There are many benefits which would
result from this legislation.

Since these centers must be located
by law in underserved areas, access to
cost-effective preventive and primary
care services will be assured.

These centers deliver health care
which is one of the best bargains any-
where. For example, the total annual
cost of community health center com-
prehensive primary and preventive care
is, on average, less than $300 per pa-
tient.

I would also like to reassure my col-
leagues that this provision could result
in substantial savings for State Medic-
aid Programs. Several recent studies
have found that Medicaid patients who
regularly use health centers have lower
total annual health care costs than
Medicaid patients who use other pri-
mary care providers, such as HMOs,
hospital outpatient units, or private
physicians. These studies show that
health center patients were 22 percent
to 33 percent less expensive overall and
had between 27 percent to 44 percent
lower inpatient costs and days.

Other providers could also benefit
from this provision. These centers
serve disproportionate numbers of
high-risk patients, and adequately
compensating the health centers for
their care can make risk levels more
reasonable for other providers in com-
munities with more than one provider.

As we prepare to vote on this land-
mark legislation. I want to express my
deep personal appreciation to the Fi-
nance Committee health staff, who
have labored long and hard under the
most difficult circumstances to bring
us a solid piece of legislation. In par-
ticular I want to cite the hard work of
Julie James, Roy Ramthun. Alec
Vachon, Susan Nestor, and Donna Nor-
ton. I would be remiss if I did not also
mention the monumental efforts of
Lindy Paull, Rick Grafmeyer, and last,
but not least, Gioia Bonmartini.

In conclusion, Mr. President, unfor-
tunately, there is no easy nor painless
way to effect reductions in the growth
of Medicare and Medicaid. But it has to
be done.

My message is simple. I wish we lived
in a world in which we had unlimited
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resources so that all—aged. disabied,
poor—could have the services they de-
sire. But such a world does not exist.

We must be fair to our Nations (hs-
abled, to our seniors, and to the low-in-
come. But we must also be fair to our
children, and their children. In short,
we just have to do the best we can and
this bill is a good start.

BALANCED BUDGET
RECONCILIATION ACT

Mr. PRESSLER. Mr. President. I am
pleased to be voting today for the Bal-
anced Budget Reconciliation Act. For
the first time in a generation, the
United States Senate will be voting to
end fiscal irresponsibility. Today, we
have the opportunity to leave the next
generation not mountains of debt, but
the prospect of a stronger economy and
a better standard of living.

Many of us have fought this battle to
end runaway deficit spending for dec-
ades. I have done what I can. I have
kept my votes within a balanced budg-
et. I have cosponsored constitutional
amendments to balance the budget,
and measures to grant the President
line item veto authority. When I as-
sumed the chairmanship of the Com-
mittee on Commerce. Science and
Transportation, I voluntarily reduced
my staff budget by 15 percent. Those of
us who believe in common sense budg-
eting fought tenaciously to reverse
years of liberal excess and largess that
has left the United States a debtor na-
tion. For years. the only things I have
had to show for my efforts to balance
the budget are awards from grassroots,
fiscal watchdog organizations. Today,
with passage of this legislation, I have
my eyes on the ultimate prize: a bal-
anced federal budget. It is about time.

Of course, the people who deserve
most of the credit are the American
people. As they have done in so many
instances throughout our nation's his-
tory, the American people made the
difference. Last November they said
enough is enough. They sent home
many liberal caretakers of a run-down.
bloated federal government, and sent
to Washington a new corps of members
that share my common sense approach
to government. American families.
working hard to provide for their chil-
drens future, knew that the federal
debt stood as an ominous threat to
their efforts and their way of life.

The people of South Dakota long ago
made clear they do not tolerate waste-
ful deficit spending. South Dakotans
believe that the federal government
should live within its means—just like
every family, every farm, and every
business large and small. They are ab-
solutely right.

No single act this Congress can take
could have a more positive impact on
more Americans than a vote to balance
the federal budget. The facts are clear.
A balanced federal budget and a lower
debt free up investment dollars that
have gone toward financing the debt or
making interest payments on the debt.

In practical terms. a balanced budget
would mean three key things: First, it
would mean lower interest rates by up
to two percent, making loans for new
businesses, a new home or car, or a col-
lege education more affordable: second,
it would mean at least 6.1 million new
jobs; and third, it would mean a higher
standard of living. In fact, a balanced
budget would result in per-family in-
comes rising on average by 1000 a
year.

With all the clear benefits, it is no
wonder that the American people
strongly favor a balanced budget.
Americans recognize that fiscal irre-
sponsibility has been a stifling barrier
to progress—a barrier that gets larger.
more onerous and more oppressive un-
less we act. Today, we are acting. A
balanced budget is not just a restora-
tion of common sense government. It is
nothing less than economic liberation
for every American family and busi-
ness.

The balanced budget bill we pass
today maintains our commitment to
vital programs. such as student loans
and national security. It also preserves
and improves outdated, costly social
programs that threaten to spiral our
country into bankruptcy. Chief among
them is Medicare.

Medicare reform is critical. I support
Medicare. It provides essential hospital
and health care services to 37 million
Americans, including 113.000 South Da-
kotans. My mother depends on Medi-
care for basic health care.

As all of us know, earlier this year,
we received troubling news from the
trustees in charge of Medicare. They
said that Medicare would be bankrupt
in seven years. Without action by the
year 2002, there would be no money to
pay senior citizens' hospital bills. Sen-
iors would be stuck for the entire bill
because Medicare would not be around
to help. That must not happen. If we
enact the Medicare reforms contained
in 5. 1357. that will not happen.

This bill would save Medicare by
making a number of key reforms.
First, the bill would slow the rate at
which Medicare is spending our tax dol-
lars. At present, Medicare is growing at
an annual rate of 10.4 percent. That is
too fast. It is like forcing a person to
run a marathon at a sprinter's pace. If
allowed to grow at this pace, Medicare
will burn out and run Out of money in
seven years. Like the marathon run-
ner, we need to slow the pace of Medi-
care growth so it can run longer. That
is just what this bill would do. It would
slow Medicare growth to a more man-
ageable 6.4 percent—still twice the rate
of inflation, but at a pace that would
c?nable Medicare to stay solvent for
years to come.

In terms of dollars and cents. total
Medicare spending would increase from
178 billion this year to $274 billion by
the year 2002—that is a total of $1.6
trillion invested in Medicare and an in-
crease of 54 percent over seven years.
This growth rate is faster than any
other major government program.
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Spending per South Dakota Medicare
beneficiary would increase as well,
from S4,816 this year to S6,734 in the
year 2002—an increase of S1.918.

This bill would improve Medicare as
well. The Republican Medicare reform
plan rests on three basic principles:
First, every senior would be able to
choose the same fee-for-service Medi-
care plan they have now, with all of
Medicares benefits. Second, senior
citizens would continue to be able to
choose their own doctor. Third. seniors
would have a new option—the option to
choose from a variety of health plans.
as do younger Americans and Members
of Congress. Seniors could stay on Med-
icare, or opt for a health plan offered
by a Health Maintenance Organization
(HMO), a Provider Sponsored Network
(PSN), or even a health plan sponsored
by a pool of physicians.

For the first time, seniors would be
given a greater choice over health care
options. They would have leverage as
health care consumers in a newly com-
petitive health care market. This op-
tion of choice would offer senior citi-
zens more benefits. such as eyeglasses,
prescription drugs and hearing aids, at
a lower cost.

In short. Republicans intend to im-
prove Medicare by preserving its best
elements, and empowering senior citi-
zens. not the government, to choose
the health plan that suits them best.

This legislation also contains much-
needed reforms in the Medicaid pro-
gram. Like Medicare. the Medicaid pro-
gram is growing at an excessive rate
that threatens funding levels for other
vital social programs. The core ele-
ment of Medicaid reform is to slow the
rate of growth in the program, from
10.5 percent to just under 5 percent We
further reform Medicaid by giving the
States greater authority to administer
the program, while maintaining our
traditional commitments to cover
pregnant women and children, as well
as the disabled.

The balanced budget legislation also
maintains our commitment to young
Americans who need financial assist-
ance for college. Much misinformation
has been circulated by the liberals, but
the reality is student financial aid en-
joys wide bipartisan support. This was
made evident just yesterday. when the
Senate overwhelming approved an
amendment I cosponsored to provide an
additional S5 billion for student finan-
cial aid. This amendment would pre-
serve the in-school interest subsidy for
both undergraduate and graduate stu-
dents. It also would prevent any in-
creases in the interest rate on PLUS
loans for parents and it eliminated a
misguided .85 percent fee on student
loan volume on colleges and univer-
sities.

I am very pleased the Senate adopted
this amendment. During the Senate
Labor Committee's consideration of its
provisions in the balanced budget legis-
lation, I contacted Chairman KASSE-
BAUM to express my opposition to any
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new fees on higher education institu-
tions as a way to preserve our commit-
ment to Federal student loan pro-
grams.

Frankly, we could do even more for
our financial aid programs by repealing
the wasteful direct lending program.
This bill takes a step in that direction
by capping the direct lending program
at 20 percent. This program is a very
inefficient and costly attempt to re-
move the private sector from the stu-
dent loan process. The Congressional
Budget Office [CBOI estimated that the
elimination of direct lending would
save taxpayers $1.5 billion over 7 years.
In addition, students and families are
better served by their local banks than
faceless bureaucrats in Washington.

I have heard from many young South
Dakotans on the importance of finan-
cial aid for higher education. I person-
ally identify with their concerns. I re-
lied on student loans to get through
college. Let me assure them and their
parents that the balanced budget bill
before us today is a winner in two re-
spects —first, it maintains the Federal
commitment to federal student loan
programs; second, by balancing the
budget. young South Dakotans will in-
herit an American economy and a
standard of living second to none.

Finally, Mr. President, the balanced
budget bill brings much-needed tax re-
lief to the American people—tax relief
that is balanced, reasonable and fair.
We need tax relief for a number of rea-
sons. First, the current tax code is un-
fair to working Americans. Since 1950,
the tax burden has risen dramatically.
Today, average Americans see up to 40
percent of their hard-earned income go
toward taxes. In a nation where the av-
erage family has both parents on the
job, Americans are working harder
than ever before. Yet. they have less
and less to show for it. That is not
right. A heavy tax burden stalls eco-
nomic growth, prevents savings and in-
vestment. and hinders a family's abil-
ity to provide for the well-being of
their children.

Second, we need tax relief to reverse
the adverse affects of the 1993 tax in-
crease—the largest in American his-
tory. This tax increase is the main rea-
son why the current economic recovery
has been much slower than previous re-
coveries. As I stated, a balanced budget
provides our economy a much-needed
boost. Tax relief would empower work-
ing Americans with the means to fur-
ther boost our economy. Indeed, this
tax relief bill is good for all Ameri-
cans—families, small businesses, farm-
ers and seniors.

We have carefully crafted a bill that
takes a big step toward fairness and
empowers Americans to contribute to
the health of our country, our commu-
nities and our families. And we do so
without leaving a Federal deficit.

The largest component of this tax
package would provide a $500 per child
tax credit for low- and middle-income
families. This is money that can go
where it can do the most good—in fam-
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ily budgets to serve a number of pur-
poses. ranging from child care to say-.
ing for a college education.

This tax credit is great news for tens
of thousands of South Dakota families.
Specifically, more than 84,000 South
Dakota families would benefit from the
tax credit. Of that number, more than
31.000 South Dakota taxpayers would
have their tax liability eliminated
completely. This is a true middle class
tax cut. In fact 84 percent of the tax re-
lief in this bill would go to Americans
making less than $100,000 a year.

The bill would provide even more tax
relief for the middle-class by creating a
student loan deduction for up to 20 per-
cent of interest—up to $500—paid on a
student loan.

The bill would create an adoption
credit to encourage and reward those
who reach out to open their hearts and
homes to a child in need of a home.
And we have strengthened our commit-
ment to families by relieving the un-
fair burden of the marriage tax pen-
alty.

The bill would encourage middle
class families to save and invest by cre-
ating a new Individual Retirement Ac-
count. Current use of tax-deductible
IRAs would be expanded through an in-
crease in the income limits, which
would encourage Americans to save
more and secure their futures. Home-
makers would be allowed participation
in IRAs. Finally, penalty-free with-
drawals would be allowed for first time
home purchases, medical expenses, pe-
riods of unemployment and higher edu-
cation expenses. I have long been a
strong advocate for making IRAs more
flexible for families. I am proud to be a
co-sponsor of the original legislation.
which was incorporated in 5. 1357.

Our economy would be further stimu-
lated by the capital gains tax cut con-
tained in this bill. More often than not,
capital gains taxes hurt middle income
families. The vast majority of capital
gains is realized from those individuals
who have held a family home or farm
for decades or even generations, and
are severely punished by the tax code
when they finally sell their primary as-
sets to pay for retirement. This bill
would cut the capital gains tax rate by
50 percent for individuals. This would
allow individuals who now are holding
assets for fear of the capital gains tax
to put those assets to a more produc-
tive use.

Our small businesses—the true en-
gines of our economy—would benefit
from the capital gains reforms, but
also from other specific items in our
bill that were created for their benefit.
Many small businesses do not offer
pension plans to their employees due to
the administrative costs and unneces-
sary paperwork that is required. For
those businesses with less than 100 em-
ployees and limited resources, the bill
would create a simple 401(k) plan where
employees can contribute up to $6000 of
wages, and employers must match up
to 3 percent of the employee's pay.
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One portion of this bill that I am par-

ticularly proud of is estate tax relief
for family farms and businesses. Too
often, people work their entire lives to
build a successful farm, ranch or other
small business, with the hopes of pass-
ing it along to their children. Unfortu-
nately, the estate tax laws take away
the fruits of their labor by imposing a
tax of up to 55 percent upon the family
estates. This frequently forces the fam-
ily to sell all or part of the business
simply to pay estate taxes. Earlier this
year, after months of preparation,
Chairman ROTH, Senator DOLE, Sen-
ator PRYOR and I introduced legislation
that would exempt the first $1.5 million
of qualified family-owned business as-
sets from estate taxes, and then to pro-
vide a 50 percent rate cut beyond that.

The continuation of family-owned
businesses is critical to the strength of
our communities. This is true in South
Dakota, where family farms and busi-
nesses have been the heart and soul of
our economic development since state-
hood. Family-owned businesses give
our kids something to work toward—
and it helps our towns and neighbor-
hoods by providing an active business
commitment to their stability. The es-
tate tax reforms in this legislation
would end the imposition of estate
taxes for virtually every family-owned
family farm and small business in
South Dakota.

I also worked to include in the bill a
modest, but much-needed change to the
Generation-Skipping Transfer Tax laws
that would free up more options for
contributing estate assets to charity.

I am pleased that this bill would re-
tain the ethanol tax credit and extend
the recently expired ethanol blenders
tax credit, which is very important to
South Dakota corn farmers and etha-
nol blenders. Both provisions are im-
portant for rural America and farm in-
come. These kinds of credits are essen-
tial in order to provide new market op-
portunities for farmers. Ethanol is a
fuel source that is cleaner for the envi-
ronment, reduces dependency on for-
eign oil and strengthens our agricul-
tural sector.

This tax package is a solid, reason-
able approach to tax relief. It stimu-
lates the economy and helps those who
are trying to make a better life for
themselves. Having the ability to plan
ahead for retirement and other, unex-
pected. life changes benefits the soci-
ety as a whole.

In order to assist those who seek to
provide for their long-term health
needs, the bill would clarify the treat-
ment of long-term care insurance so
that it would be treated like medical
insurance and receive favorable tax
treatment. The more we can encourage
people to plan ahead for themselves,
the stronger all of our futures will be.
We have created Medical Savings Ac-
counts IMSA5] so that everyone can
plan for medical crises. The earnings
on these accounts would be tax-free as
are the withdrawals for certain pur-
poses.
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Mr. President, the driving principle

behind this entire legislation is fair-
ness—fairness to hard-working Ameri-
cans and particularly to our children.
who stand to inherit this country.
Without this legislation. Americans
would be subjected to egregious forms
of unfairness on many fronts. Unless
we balance the budget, young Ameri-
cans will inherit a nation submerged in
debt. A child born today already owes
$187,000 just on interest on the Federal
debt. That is more than $3500 in taxes
every year of her working life—a life-
time tax rate of 84 percent. This debt
stands to threaten the very founda-
tions of our economy and our country.

Without this legislation. Medicare
will go bankrupt in the year 2002.
Americans not yet of retirement age,
who are contributing a significant por-
tion of their pay to Medicare, deserve
to know that Medicare will be there for
them when they retire.

Without this legislation, hard-work
ing Americans would be saddled with a
tax system that punishes their ability
to save, invest and provide for their
families.

This legislation restores fairness to
fiscal policy, seniors' health care and
tax policy. Most Americans play by a
common sense set of values. Americans
work hard. They obey the law. They
look Out for their family and commu
nity. They try to provide for their fu.
ture and their children's future.

For more than a generation, the Fed-
eral Government has stood in stark
contrast to these values. The Federal
Government taxes far too much and
spends even more. It does not live with-
in its means. It stifles individual ini-
tiative and ingenuity. This liberal tax
and spend philosophy stands to threat-
en the livelihoods and the values that
embody them of future generations.

Today, we take a significant step to
right the wrongs of an irresponsible
legacy of tax and spend. It is a historic
occasion. Today, we set the stage for a
new legacy of fiscal responsibility and
fairness to American families. The
American people made history last No-
vember by giving the Republicans con-
trol of Congress for the first time in
more than a generation. They called
for fair, common sense government.
Tonight, for the first time in more
than a generation, we in the Repub-
lican party will give the American peo-
ple what they asked for: A fair, com-
mon sense government that lives with-
in its means.

NAvAL PETROLEUM RESERVEs
Mr. DOMENICI. Mr. President. there

was a point of order sustained against
the provision in the bill providing for
the sale of the naval petroleum re-
serves INPR]. it is a technical violation
of the Byrd rule.

The budget resolution included a rec-
onciliation instruction based on the
gross proceeds from the sale of the
naval petroleum reserves. For rec-
onciliation purposes, the Senate Budg-
et Committee has scored the gross pro-
ceeds to the Armed Services Commit-
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tee consistent with the budget resolu-
tion.

Under reconciliation scoring, there is
no violation under the Byrd rule.

For the purposes of scoring under
sections 302 and 311 of the Budget Act
and determining whether the budget is
balanced we do take into account the
forgone receipts from the sale of the
naval petroleum reserve. So. under
that scoring there would be a net out-
lay increase in the out-years.

Even so, no one should be under the
impression that the sale of the NPR
will lose the Government money.

Under CBO's scoring, the sale of the
naval petroleum reserves INPR] leads
to three budgetary impacts: $1.6 billion
increase in gross proceeds to the Gov-
ernment from the sale of the NPR: $2.5
billion in forgone receipts over the
next 7 years from the sale of the re-
serves; and at least $1.0 billion in dis-
cretionary spending savings associated
with the fact that the Government no
longer will need to spend money to op-
erate and maintain the reserves.

None of these figures take into ac-
count the interest savings the Govern-
ment will earn or the tax revenues that
will be generated by the private oper-
ation of this oil venture. Even without
these additional savings, the sale still
generates savings to the Federal Gov-
ernment over a 7-year time period.

The point of order against this provi-
sion is clearly a technical violation. I
will work to ensure the sale of the
NPR's is incorporated into the con-
ference report and there is no Byrd rule
violation.

The irony here is that a Democratic
point of order will defeat the Presi-
dent's proposal to sell the naval petro-
leum reserves. If we don't sell it, the
President's plan is even more Out of
balance.

Mr. President, the NPR has outlived
the original purpose for which it was
established around the turn of the cen-
tury—a fuel reserve for the Navy.

Since 1976, the Department of Energy
has been operating NPR as a commer-
cial oil venture. The quality of oil pro-
duced from the NPR is not suitable for
use by the modern Navy and instead is
sold to the private market.

There is no national security ration-
ale for the Federal Government to con-
tinue managing NPR oil production, ei-
ther in terms of military or domestic
energy requirements. The private sec-
tor can run NPR more efficiently than
the Federal Government.

iNTERNATIONAL sIMPLIFIcATION
Mr. DOLE. Mr. President, I would

like to state my support for including
several international tax simplifica-
zion measures in the conference report.
There is an urgent need to address cer-
tain issues now before businesses make
operational decisions that may nega-
tively impact the growth of those in-
dustries for years to come, and, as a re-
sult, harm the U.S. economy. I know
that Senators HATCH, DAMATO,
CHAFEE. GRASSLEY. and MACK also have
strong concerns in this area, and I hope

October 27, 1995
we can all work together to see that
these issues are addressed in the con-
ference report on this bill.

The provisions to which I refer in-
clude various international simplifica-
tion measures, some of which are in
the House bill, including a measure
that would permit foreign tax credits
to be applied to taxes paid by fourth-.
fifth and sixth-tier controlled foreign
corporations (CFCs), as well as the re-
peal of Section 956A of the Internal
Revenue Code, the clarification of the
application of the foreign sales cor-
poration (FSC) rules with respect to
software exports, and a reevaluation of
the deferral rules for foreign shipping
income of CFC's.

One of the provisions on which I be-
lieve we should act is section 956A,
which was one of the tax increases in-
cluded in President Clinton's 1993 tax
bill. Contrary to the stated reason for
enacting this provision, in many cases
it has created an incentive for U.S.
multinationals to invest overseas rath-
er than in the United States. This is
because by having its foreign subsidi-
ary invest in active foreign assets, a
U.S. multinational reduces its tax li-
ability. Thus. section 956A essentially
provides a 35 percent investment tax
credit for foreign investment by U.S.
companies. Similar problems arise
from a provision that today could
cause a CFC to be treated as a PFIC be-
cause current law generally does not
recognize the value of a company's in-
tangible assets. These and other inter-
national tax simplification issues
should be addressed in the conference
agreement to this bill.

Mr. HATCH. Mr. President, I share
the concerns expressed by the majority
leader regarding the need to repeal
Section 956A and the application of the
PFIC rules to CFC's in connection with
intangible assets. I would also like to
express my concern about the problem
of the overlap between subpart F and
the PFIC provisions in general. I look
forward to working together with the
leader to correct all of these problems
in the conference report on this bill.
These provisions have the effect of hin-
dering competitiveness of U.S. multi-
nationals and distorting investment
decisions that properly should be gov-
erned by economic considerations
alone. Thus, they put at risk U.S.-
based jobs. The 956A and PFIC rules
have an especially harsh effect on re-
search-intensive companies. which
tend to accumulate capital before mak-
ing major investments. As a result, I
am particularly concerned that re-
search activities may be moved over-
seas in order to avoid the impact of
these rules. I believe this Nation may
gradually lose its competitive edge in
the technology field if through ill-con-
ceived tax rules we provide incentives
for this technology to be developed and
owned outside the United States. As
you know, technology industries are
very important to my State of Utah.
and I am concerned about Tax Code
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provisions that have the effect of caus-
ing those industries to move their
high-paying jobs Out of the United
States. For that reason. I would like to
ask the leaders support for addressing
in conference a problem that has arisen
because of a narrow and ill-conceived
IRS interpretation of the foreign sales
corporation (FSC) provisions as they
apply to exports of software, which I
fear could also result in the movement
of software development jobs overseas.

The FSC rules were enacted to ad-
dress competitive disadvantages faced
by U.S. exporters vis-a-vis exports from
other countries that have more favor-
able tax systems, particularly those
that effectively exempt export sales
from home country tax. The goal of the
FSC provisions was to remove an in-
centive to move manufacturing and
production jobs Out of the United
States. Unfortunately, a narrow IRS
interpretation of these rules could pre-
clude exports of software copyrights
from qualifying for export treatment
under the FSC rules when those ex-
ports are accompanied by a right to re-
produce the software overseas. I am
very concerned because software com-
panies are already examining opportu-
nities to move high-paying software de-
velopment jobs overseas where highly
skilled labor is available at much lower
wages. FSC benefits help offset higher
U.S. labor costs by providing benefits
on the export of products developed in
the United States. I believe it is very
important to clarify these rules to re-
flect the Congress' intent with respect
to software, not only to protect U.S.
software development jobs, but also to
preserve ownership of this technology
in the United States.

The narrow IRS interpretation of the
application of the FSC rules to soft-
ware was included in 1987 temporary
and proposed regulations, which were
never finalized. The Treasury Depart-
ment has broad authority under cur-
rent law to implement congressional
intent by providing that a copyright on
software qualifies as export property
even if the software is accompanied by
a right to reproduce. I believe that the
Treasury Department should take ac-
tion on its regulations to so provide
this result. However, Treasury has in-
dicated that it prefers congressional
action to resolve this issue. In any
event. 8 years is too long to wait for
Treasury to take action on its tem-
porary regulations, especially given
the fact that the software industry reg-
ularly receives solicitations to move
their software development to other
countries, such as Ireland and India.
Therefore, I hope that the majority
leader will support legislative clarifica-
tion of this issue in the context of
international tax simplification meas-
ures that will be considered by the con-
ference committee. This clarification
of the FSC rules is an important sim-
plification measure because it will im-
plement the intent of Congress and
help taxpayers and the IRS avoid years
of litigation over the current regula-
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tions and help to avert con-iplicated re-
structuring activities.

Mr. DOLE. Mr. President, I, too, am
concerned about the Treasury Depart-
ments interpretation of the FSC rules
with respect to computer software and
do not believe that the FSC statute
precludes the application of the FSC
provisions to computer software in the
case described by the Senator from
Utah. Given the Treasury's unwilling-
ness to resolve this issue. I agree that
we should address this issue in con-
ference.

Mr. D'AMATO. Mr. President. I share
the views of the majority leader and
the Senator from Utah with respect to
the urgent need to provide long-over-
due improvements to our international
tax system, especially when existing
law hampers our industries as they ex-
pand their operations in the global
marketplace.

The need for simplification and re-
form is illustrated by section 956 of the
Internal Revenue Code—a section in-
troduced in the 1960's and designed to
prevent taxpayers from avoiding tax-
ation on the repatriation of foreign
earnings through disguised dividends in
the form, for example. of loans to af-
filiates. In general, ordinary course of
business financing transactions appro-
priately were exempted from this pro-
vision. Since section 956 first was in-
troduced, however, the scope and com-
plexity of international business have
expanded rapidly, but the ordinary
course of business exceptions to section
956 have not been updated.

For example. U.S-based securities
firms typically had negligible foreign
earnings at the time section 956 was in-
troduced. and therefore the ordinary
course of business exceptions to that
provision did not reflect standard com-
mercial practices in that industry. In
recent years. however, many U.S.-
based securities firms have trans-
formed themselves into global institu-
tions by developing substantial inter-
national operations (just as many for-
eign-based institutions now compete in
the United States). Section 956 has
never been updated to reflect this surge
in the international activities of the
U.S. securities industry, thus forcing
the industry into complex uneconomic
transactions.

This is just one example of how U.S.
taxation has not kept up with the po-
litical. economic and technical changes
that have created new opportunities
and broken down old barriers as na-
tional markets are replaced with glob-
al markets. Our tax laws should reflect
and support these changes in a similar
fashion, or they will force undue com-
plexity on U.S-based companies.

Ijoin with the Senators from Kansas
and Utah in supporting the principal of
tax reform in the international area
and the inclusion of international sim-
plification and reform in the con-
ference report.

Mr. DOLE. Mr. President. I agree
that we should try to address these
measures in conference.
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BAUcUS MOTION TO STRIKE

Mr. BIDEN. Mr. President, there is a
stretch of coastal plain in northeastern
Alaska which has been called North
America's Serengeti. Nestled between
the towering 10-thousand foot peaks of
the Brooks Range and the frigid Arctic
Ocean on the North Slope of Alaska.
lies the Arctic Coastal Plain, the 1½-
million-acre crown jewel of the 19-mil-
lion-acre Arctic National Wildlife Ref-
uge. According to the Fish and Wildlife
Service, the coastal plain area is the
biological heart and the center of wild-
life activity in the refuge. This pristine
and complex Arctic ecosystem is habi-
tat for a complete spectrum of wildlife.
including polar and grizzly bears.
wolves and snow geese. A 160,000-mem-
ber porcupine caribou herd has used
the coastal plain as a calving area for
centuries. In all. more than 200 animal
species call the refuge home.

Tragically, the bill before us today
threatens to permanently mar Alaska's
Coastal Plain by permitting destruc-
tive oil and natural gas exploration.
Under a broad pretext of jobs, eco-
nomic development. and international
security, some want to enable gigantic
energy interests to irreparably harm
the sanctity of this area. What will be
taken can never be replaced, and we
ought not allow exploration to occur.

The State of Alaska has been blessed
with abundant natural resources, and
on the whole we. as a nation, are
stronger for much of the enormous de-
velopment which has occurred there.

Depending on who you ask naturally,
the prospects for a substantial oil find
on the coastal plain vary. Nineteen
percent, Forty percent, the estimates,
by definition. are inexact. Proponents
of development believe that under the
tundra lies the next Prudhoe Bay dis-
covery, the next North Sea field.
Fueled by projections of a skyrocket-
ing demand for oil by the developing
world, energy interests are waiting
with bated breath.

Yet, of the more than 1.100 miles of
northern Alaska's coastline, the coast-
al plain is the only 125 miles closed to
development. Isn't this a small, justifi-
able sacrifice. Isn't there a point where
we draw the line and protect a unique
area because there is value beyond the
price per barrel.

Let us assume for the moment that
perhaps there is some merit in develop-
ment, and let us further use Prudhoe
Bay as a case study of likely con-
sequences. Though for the most part
drilling in the bay is reasonably man-
aged, oil spills still average 500 annu-
ally—that is nearly 10 spills per week.
This activity seems to also be having
an impact on the surrounding wildlife.
An article in the October 21 edition of
the Anchorage Daily News noted that a
new State caribou survey has found a
sharp decline in the central Arctic car-
ibou herd indigenous to the area. The
cause is unknown, however, recent re-
search by the University of Alaska has
found that caribou living near the oil
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fields have far fewer calves than those
away from the facilities.

If this is in fact the case, the adverse
effects of oil activity would be mag-
nified in the coastal plain. What will
exploration bring? Hundreds of miles of
roads and pipelines leading to dozens of
oil fields, blocking wildlife migration.
Toxic wastes leaking into the soil. Riv-
ers and streambeds robbed of millions
of tons of their gravel to construct
roads and runways.

According to Interior Department es-
timates, oil exploration would likely
result in a decrease or change in clis-
tribution of 20 to 40 percent in the cari-
bou population, 50 percent in the num-
bers of snow geese, and 25 to 50 percent
in the muskox populations.

And after the oil has dried up. after
the companies have gone, what will be
left? The footprint of industrial devel-
opment: abandoned drilling equipment
scarring the landscape: toxic contartli-
nation: lost wildlife: a horizon perma-
nently altered.

I have heard proponents argue that
opening the coastal plan is a critical
step toward decreasing our growing de-
pendence on foreign oil. Yet, many of
these same proponents are now moving
a bill through the Congress to start ex-
porting the oil presently extracted
from Alaska's North Slope.

Mysteriously, this concern about our
dependence on foreign oil also seems to
evaporate when it comes to investment
in research and development of alter-
native fuels, such as solar and wind en
ergy.

Protection of our wilderness should
not be a Democratic issue, or a Repub-
lican issue. In fact, the entire National
Wildlife Refugee System, or which the
Arctic Refuge is a part, was begun ir
1903 by one of the greatest conserva
tionists in our history, President
Teddy Roosevelt, a Republican. The
coastal plain was part of the original
wildlife refuge established by President
Eisenhower in 1960. Regrettably, red
ink bleeding from Alaska's budget and
the power of a few special interests
have polarized this debate.

Every American has a stake in our
National Wilderness Areas, in the pres-
ervation of the environment in which
we all live. Every acre offering the pos-
sibility of oil ought not be drilled,
every mountain offering the possibility
of gold ought not be mined, every mile
of wilderness ought not be stripped
bare just because its value can be quan-
tified, just because revenue can be
raised.

Due to the fragile and complex inter-
connection of ecosystems, our future is
inextricably linked to nature's vital-
ity. If the scale is tipped too far by
overdevelopment and we lose our bal-
ance, no amount of money will enable
us to restore what we have lost.

We must remember that we are but
visitors in this land, existing by the
good grace of Mother Nature—a last-
ing. sustainable society for all future
generations depends upon it.

Mr. COHEN. Mr. President. I have
enormous respect for my Republican
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colleagues for producing this historic
budget. For the first time in a genera-
tion the Senate is presented with a
plan that actually balances the budget.

Earlier this year. opponents of the
balanced budget amendment charged
that the amendment was a gimmick
designed to allow Members to say they
support a balanced budget without hav-
ing to explain exactly how to achieve
this.

I am proud that these critics have
been proven wrong. Despite the loss of
the balanced budget amendment, this
Republican Congress has persevered in
producing a specific plan to balance
the budget in 2002—the same year
called for in the balanced budget
amendment.

The spending cuts called for in this
plan are significant, and many of them
are well overdue. My concern is with
the tax cuts. I do not think we should
be cutting taxes at the same time we
are trying to balance the budget.

Trying to do both at once is like
driving with one foot on the gas and
the other on the brake.

I think the tough cuts proposed in
this plan would be more easilyjustified
without the tax cuts.

Any way you look at it. because of
these tax cuts, the Federal Govern-
ment will have to borrow $245 billion
more over the next 7 years than it oth-
erwise would. This is particularly trou-
bling in light of the fact that, if no
changes are made in the Federal budg-
et, children born today will face a life-
time tax burden of 82 percent. Such a
tax burden is clearly unsustainable and
intolerable.

Paying for tax cuts with borrowed
money is really more of a tax deferral
than a tax cut. At some point, future
taxpayers will be forced to pay back
the $245 billion and their tax burden
will be higher than it otherwise might
be.

If the effect of borrowing money for
tax cuts today is to increase the tax
burden on future generations, the en-
tire purpose of balancing the budget is
undermined. We will still be asking our
children to foot the bill. Balancing the
budget is itself a tax cut in that it
would relieve families of the hidden
taxes associated with servicing the na-
tional debt. Interest on this debt costs
the average household over $800 a year.
Balancing the budget more quickly and
forgoing a d.eficit-financed tax cut
would ease the burden of these hidden
taxes. Balancing the budget more
quickly would also lower interest costs
for mortgages and student loans—say-
tng families thousands of dollars.

Congress must focus on increasing
the national savings rate. The surest
way to achieve this goal is by reducing
the deficit and by fundamentally re-
forming the tax code. The tax cuts pro-
posed in the pending bill would frus-
trate both of these goals. The Tax Code
would be complicated further and the
deficit would be $245 billion larger.

Let me be clear. If not for the budget
deficit. I too would support a broad-
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based tax cut. I am no fan of higher
taxes. I opposed President Clinton's
deficit plan because it relied too heav-
ily on tax increases and not enough on
spending cuts. It is one thing to oppose
further tax increases. It is quite an-
other, however, to support large tax
cuts in the face of looming deficits.

While the size of the tax cuts prevent
me from voting for this budget, I ap-
preciate the willingness of the major-
ity leader, Senator DOMENICI and Sen-
ator ROTH to work with me and other
Senators to make some important
changes to the bill affecting the edu-
cation and Medicaid programs. In addi-
tion, important Federal nursing home
standards were maintained. While
these improvements were substantial,
they could not offset my overarching
concerns with cutting taxes by $245 bil-
lion at this time.

I am confident that the Senate will
have an opportunity to consider an-
other balanced budget plan this year.
The budget in its current form will al-
most certainly be vetoed by the Presi-
dent. Subsequent to this veto, I look
forward to working with my colleagues
to craft a new plan that maintains the
goal of balancing the budget without
cutting taxes by $245 billion.

Mr. SPECTER. Mr. President, I am
voting in favor of final passage of the
budget reconciliation bill because I be-
lieve the prospective benefits of bal-
ancing the budget outweigh the con-
cerns expressed in my floor statement
of October 24, 1995. As indicated by that
statement and my votes on individual
amendments, I believe the bill would
have been fairer with more funding for
Medicare, education, and Medicaid
without the tax cuts. OK, the tax cuts
should have gone to deficit reduction.
But, on balance, the bill should be
passed.

At the insistence of our group of cen-
trist Senators, this bill has been mate-
rially improved by floor amendments
which did add some significant supple-
mental funding for Medicaid. Medicare,
and education.

It is my expectation that further im-
provements are likely in the House-
Senate conference with additional
funding for Medicare and recipients of
the earned income tax credit, because
the House of Representatives has high-
er figures in those accounts.

After the House-Senate conference
and the expected Presidential veto, it
is likely that the ultimate legislation
will better address the fairness issue
and provide better assurances that tax
cuts will not undermine a balanced
budget.

Passage of this bill by the Senate
today will move the process forward
and promote the primary objective of
balancing the federal budget by the
targeted year of 2002.

Mr. BIDEN. Mr. President. a nation's
budget reveals its fundamental values.
its priorities, the problems that most
concern its people. A budget can tell us
a lot about how a nation's resources
will be shared—which people. what ac-
tivities will bear the tax burdens. and
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which people, which activities will be
encouraged and rewarded.

We are debating here today perhaps
the most important budget plan in my
public career. This is the first time we
have committed ourselves to a 7-year
budget plan, and the first time we have
committed ourselves to a path which
ends in a balanced budget. If—and this
is a big if—we stick to it, this budget
will control our actions through the
end of this century and beyond.

What statement does this document
make about our country? What does
this reconciliation bill say about our
concerns, what does it say about our
values?

Mr. President, as we debate this bill
we face a number of fundamental prob-
lems in our country. High on the list of
worries of the middle-class men and
women I talk to in my State of Dela-
ware is the need to restore faith in the
American dream—a belief that their
own hard work will earn them a decent
living today, that their mothers and fa-
thers will enjoy a secure arid dignified
retirement, and that there will be a
better world for their sons and daugh-
ters.

And just as high on that list of Amer-
icans' concerns is a need to restore
Americans' sense of fairness—a sense
that we have a system that gives the
average guy a fair shake, that does not
turn its back on those who are less for-
tunate, a system in which the most for-
tunate meet their obligation to con-
tribute to our shared needs.

This is a value increasingly at risk
today.

How does this budget respond to
those concerns, Mr. President? How
does it reflect those middle-class val-
ues?

I am sorry to say that this budget
will give middle-class Americans more
reason to worry about the future. It
weakens the foundation of future
growth by making it harder for our
children to get the education they need
to become part of a high wage, high
productivity, wor'd class work force.

The lower, slower growth that is the
inevitable result of this reconciliation
bill will contribute to a further
hollowing Out of our middle class—an
expanding gap between the few whose
families can afford a more expensive
ticket to a better future and those who
cannot.

A weakened midd'e class increases
social instability, and leads to the very
real concerns about the future that we
now see in the polls, and in our streets.

It threatens Americans' ability to
control their own fate—no matter how
hard they work. a weaker, slower grow-
ing economy will mean smaller wages
and salaries, a bleaker future.

As unwise, as reckless as this bill is
in its threat to our current and future
standard of living, Mr. President. it is
unconscionable in its abandonment of
our commitment to our parents' gen-
eration.

It raises the cost of getting old in
America, Mr. President. This reconcilj-
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ation bill is a dark cloud over what
should be the golden years of the gen-
eration that made us into a world
power. that passed on to us the richest.
most powerful country in the history
of the world. How do we repay their
hard work and sacrifice on our behalf?

This bill raises the cost of Medicare
and Medicaid, and removes nursing
home standards that demand basic
human decency. It cuts more than $270
billion from Medicare over the next 7
years. Already today. seniors pay an
average of 20 percent of their income
for health care. This plan. will increase
the premiums of a senior couple an ad-
ditional $2,800 over the next 7 years.

This reconciliation bill continues to
dump the burden on a middle class that
is already getting clobbered. For more
than a decade and a half. the median
income in this country has been stuck
in neutral—along with housing. the
costs of education and health care are
squeezing everything else Out of mid-
dle-class budgets.

This bill increases health care costs
of the retired parents of hard-working
middle-class families. What are they
going to do when grandma and grandpa
come home and tell them that they
will have to pay more Out of their own
fixed incomes to visit their own doc-
tor? Will they turn their parents away?
We all know the answer to that ques-
tion, Mr. President—thank God, those
middle-class families are going to re-
member their parents sacrifices for
them and for this country. and they are
going to reach into their pockets and
cover the new costs imposed by this
bill.

At the same time, they are going to
have to pick up the tab for more expen-
sive college loans. It is the old squeeze
play, Mr. President, and guess who is
in the middle?

The saddest thing about this rec-
onciliation bill may well be the missed
opportunity it represents. I voted for
the balanced budget amendment. I sup-
port not one, but two different budget
reso'utions that could have brought us
to a balanced budget by the year 2002.
the same target at which this rec-
onciliation bill is aimed.

So I wish I could vote for a plan that
would reach that goal. There are many
possible plans. many possible paths to
that goaL Some of those paths to a bal-
anced budget would leave us a strong-
er, more competitive, and fairer coun-
try.

This one will not.
The question is not whether we

shou'd ba'ance the budget. The ques-
tion is not whether there must be sac-
rifice and change in the way we do
business here. And for me. there is no
question that we should make room for
tax cuts, though more carefully drawn
and targeted than those here before us
today.

The question is how should we share
the burden of the necessary sacrifice
among the American people. and how
should we allocate the necessary spend-
ing cuts to assure stronger. faster eco-
nomic growth in the future.
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This reconciliation bill has the wrong

answers to those questions. Mr. Presi-
dent. It dumps the burdens of deficit
reduction on those least able to bear
it—deepening, not healing, the growing
rifts in our society. And its short-
sighted priorities—raising the cost of
education, reducing health care and
nutrition to the poorest children—
weaken our ability to respond with a
healthy, smarter workforce to the
challenge of international economic
competition.

I tried, along with a lot of my col-
leagues, to fix this bill. I offered an
amendment that would give a $10,000
tax deduction to help middle-class fam-
ilies pay for the rising costs of a col-
lege education. I tried to reduce the
fraud in the Medicare system—to save
money that could have prevented some
of the worst cuts this bill will impose.

I supported many other attempts to
restore some fairness, some common
sense, some more balanced priorities to
this bill. Those attempts were defeated.

We are left with this fatally flawed
bill.

And a final point, Mr. President. As
someone who voted for the balanced
budget constitutional amendment, I
might be moved to overlook some flaws
in a plan that offered real promise of
bringing the Federal deficit down to
zero. Unfortunately, this plan uses a
bunch of budget gimmicks too long to
list here to maintain an appearance of
budget balance that may well never be-
come a reality.

Most disturbing to me is the fact
that only by counting the surplus in
the Social Security System will this
plan bring the deficit to zero in the
year 2002. Without counting Social Se-
curity funds as part of the Federal
Government's everyday income, some-
thing that is not permitted under our
current budget laws, the Republicans'
own Budget Office has told them that
this budget will be Out of balance by
$105 billion in 2002.

But there are other problems. Mr.
President—such as the heavy "back
loading" of the spending cuts. This
budget saves the real pain for the 6th
and 7th years of this plan—a point
when virtually no one here today
would have to face the need to cut over
$200 billion each of the last 2 years. Let
us hope there will be more enthusiasm
for those choices then, than there ap-
pears to be now.

This bill's gimmicks include asset
sales—to make the books look better
in the short run, but that will leave us
poorer in the future. Again, this is a
practice that should not be allowed
under budget law. but it is in here
nonetheless.

So this reconciliation bill does not
express the va'ues of the Americans I
know. the values of the people of Dela-
ware. It does not embody the principles
of mutual obligation, of family con-
tinuity that the Americans I know
share. It is an affront to any notion of
family values.

It does not address middle-class
Americans' valid concerns about the
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future of our economy, and it does
nothing to help us build the well-paid,
high-productivity work force that will
allow us to take control of our destiny.

Because I know we can do better, Mr.
President. and because the American
people deserve better, I will vote
against this bill.

Mr. CHAFEE. Mr. President, this rec-
onciliation bill is the culmination of
the congressional budget process. It
provides for a balanced budget withii' 7
years, a truly remarkable feat.

The next step will undoubtedly be di-
rect negotiations between congres-
sional principals and the President to
reach a final budget accord. However.
that cannot occur until this legislation
has been passed in final form, and sent
to the President. And the quicker, the
better, in my view.

While I do not agree with every as-
pect of this reconciliation bill, the ob-
jective of achieving a balanced budget
far outweighs any misgivings I have
about various of its provisions. We do
not always get everything we want in
the legislative process. Achieving the
greater good must also be a consider-
ation: and, here, the greater good is to
obtain a balanced budget.

For 33 straight years this Govern.-
ment has spent more than it has taken
in. The cumulative consequence of our
annual budgetary sins is an incredible
$5 trillion national debt—literally, a
mortgage on the economic future of
our children and grandchildren. This is
immoral, and must stop.

Every week, the Treasury Depart-
ment must issue debt securities to
keep the Government afloat. This past
Monday, for example, Treasury bor-
rowed $27 billion to cover maturing se-
curities, and to raise needed cash. The
Department must hold monthly, quar-
terly, and annual auctions just to
maintain solvency. If we make no
changes to the course we are currently
on, we will run $200 billion deficits each
year well into the next century. Fully
15 percent of our annual Federal budg-
et—$235 billion—must now go to paying
the interest on this massive debt, with-
out a penny of that going to reduce the
principal. Within 10 years annual inter-
est costs willjump to $400 billion.

This must stop.
Those of us in Congress, who have

struggled over the years to reverse this
ruinous course, are rightfully frus-
trated. In 1985. we passed the Emer-
gency Deficit Control Act, also known
as Gramm-Rudman-Hollings. That law
was supposed to deliver a balanced
budget by 1991. It did not happen. In
1990, we passed the Budget Enforce-
ment Act, establishing the discre-
tionary spending caps and the pay-as-
you-go rules for entitlement spending
and tax cuts. The results are barely
measurable. Despite our best efforts,
deficit control continues to elude us.

Regrettably, we cannot balance the
budget this year or next. However.
with the bill before us, we will balance
the budget by the year 2002. And, from
there, we can hopefully go on to com-
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mence retiring the staggering national
debt that will remain.

Is this bill perfect? No, it is not. I am
not aware of any Senator who is satis-
fied with every aspect of this 1,900-page
bill. In my view, at a time when we are
struggling to reduce the deficit and
asking people to sacrifice, the tax cuts
are ill-timed. Earlier this year. during
the debate on the Budget Resolution, a
number of moderate Republicans—my-
self included—sought to discourage the
tax cuts. That effort was complicated
by the fact that the Presidents own
budget called for tax cuts totaling
more than $105 billion. During the Fi-
nance Committee deliberations last
week, I was the lone Republican voting
to eliminate or scale-back the tax cuts.
Unfortunately. my view did not pre-
vail.

I have also been clear in my objec-
tions to block granting the Medicaid
Program. I took steps in the Finance
Committee to ensure that, at a mini-
mum, pregnant women and children
with incomes below the poverty level,
as well as the disabled, retain some
minimum guarantee of services.

In that regard, I am pleased my
amendment to clarify the definition of
"disability" passed the Senate yester-
day by a vote of 60-39. Similarly, I am
gratified the Senate this morning re-
jected. by a vote of 21-78, an amend-
ment to strike my guarantee provi-
sions for low-income pregnant women
and children, as well as the disabled.
These votes place the Senate squarely
on record in support of requiring states
to guarantee services to these vulner-
able populations.

As a result of negotiations with the
majority leader, moderate Republicans
have been able to obtain a number of
other improvements to the Medicaid
package over the past several days.
These include retaining Federal stand-
ards for nursing homes, a set-aside for
low-income Medicare beneficiaries, and
requiring that the same solvency
standards a state applies to private
plans must also be applied to Medicaid
plans. We were also able to obtain a
provision to permit the integration of
services for elderly and disabled indi-
viduals who are both Medicare and
Medicaid-eligible. Finally, we also won
ftnclusion of an additional $10 billion in
funding to the States under the revised
Medicaid Program, and $2 billion more
in Medicare payments to teaching hos-
pitals.

I am also pleased that we were able
to reach an agreement with the major-
ity leader to eliminate the proposed re-
ductions in Federal student loan pro-
grams that most directly effect stu-
dents, parents. and schools. This oc-
curred yesterday with the passage of
the Kassebaum amendment, which re-
stores the interest exemption . 'grace
period" for newly guaranteed students.
retains the current interest rates on
'plus" loans to parents, and drops the

new fee based on student loan volume
that schools would be required to pay.
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We must not burden families further by
making student loans more costly.

Despite these improvements, I still
have some serious objections to 5. 1357.
Nonetheless, I will vote for this rec-
onciliation measure, Moreover, I will
vote against any amendments which I
believe will delay or prevent this legis-
lation from reaching the President's
desk at the earliest possible time.

The new fiscal year started over 3
weeks ago, numerous appropriations
bills remain outstanding. and the short
term continuing resolution we passed
last month will soon expire. My objec-
tive is to expedite getting to the
endgame—to the bargaining table with
President Clinton—where the real ne-
gotiations and work can commence on
the terms of a final agreement to bal-
ance the budget.

While one may or may not agree with
this package. it definitely does not rep-
resent business as usual. In fact, it is a
bold, politically risky initiative, with-
out precedent in my memory. This is
the first serious attempt to constrain
the explosive growth of Medicare and
Medicaid; to cap and reform farm sub-
sidies: and to delay the cost of living
adjustments for Federal retirees. These
deficits are a cancer. and this bill is
the chemotherapy. It's painful medi-
cine, but it is necessary.

During hearings earlier this year in
the Finance Committee, a number of
distinguished economists testified on
fiscal policy and the state of our econ-
omy. Nearly every one of these wit-
nesses, including Federal Reserve
Board Chairman Alan Greenspan. said
that balancing the budget is the single
most important step we in Congress
can take to help the economy. The ben-
efits that flow from balancing the
budget include increased employment
and wages. greater investment and pro-
ductivity. and lower long term interest
rates.

Once we get on a glide path to a bal-
anced budget. which can only come
from hard negotiations with the Presi-
dent, our economy will begin to see
some of these improvements. As inter-
est rates drop. borrowing to buy a
house. or to finance a college education
will become more affordable. With less
government borrowing, there will be
more capital available for small busi-
nesses to expand. and to hire more peo-
ple. Real wages. now stagnant, will
begin to grow again, and our standard
of living will gradually begin to im-
prove.

In summary, Mr. President, we must
take bold steps now. We cannot con-
tinue to pile ever greater debt burdens
on our children and grandchildren.
Thank goodness we finally have a legis-
lative proposal that will reverse this
ruinous course.

Mr. FEINGOLD. Mr. President, the
2000 page reconciliation measure that
the Senate passed is deeply flawed.

It is a massive work, and difficult to
comment on in any serious, detailed
way because making an assessment of
the reconciliation bill really amounts



October 27, 1995
to assessing the individual components
of the measure, as well as the proposal
as a whole.

On both counts, this bill is troubling.
Mr. President, last May. during con-

sideration of the budget resolution, I

shared my own perspective about the
direction we should pursue to balance
the budget.

I argued that part of our effort
should include changes to Medicare.
and I identified areas where some sav-
ings could be realized.

I also noted that some in the Major-
ity party were undermining our ability
to make these reforms by failing to
play straight with the American peo-
ple, implying that cuts to Medicare are
needed solely to keep the Medicare
Hospital Insurance Trust Fund solvent.

That portrayal was, and is, entirely
misleading. as, of course, it was meant
to be.

For though some changes are needed
to keep the Hospital Insurance fund
solvent, that trust fund is not the en-
tire story.

Savings in Medicare must also be
found as. part of the broader effort to
reduce the deficit and balance the Fed-
eral budget.

Mr. President. I made this point last
May. and I make it again today be-
cause I fear that the political spin doc-
tors who have chosen to depict Medi-
care cuts as being apart and separate
from the rest of the budget are doing a
great disservice to the cause of deficit
reduction.

In an effort to minimize the political
fallout that is inevitable if Congress
cuts Medicare, they may undermine
any chance for a budget package that
will achieve the consensus it must have
if we are to make the politically tough
decisions needed to balance the Federal
budget.

Mr. President. we need to be honest
with the American people.

The Hospital Insurance Trust Fund
does need to be shored up. but that is
not the only reason we need to find
savings in Medicare.

Nor is the impending insolvency of
the trust fund something new.

The Hospital Insurance Trust Fund
has been within a few years of insol-
vency every year since 1970.

Mr. President. Congress has been
dealing with that problem off and on
for 25 years now. I understand that it
will take about $90 billion in savings
over the next 7 years to extend the
trust fund's solvency to 10 years, about
one third of the total reduction pro-
posed by the majority part.

But the trust fund solvency is not the
whole story. despite what some want
the American people to believe.

Medicare clearly has an impact on
the budget, and part of the reason cuts
are being proposed stems from our Fed-
eral budget deficit. And rightly so.

Mr. President, Medicare is not Social
Security. It should be on the table with
other areas of Federal spending.

Mr. President. I have sponsored legis-
lation that includes Medicare changes.
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Medicare changes were part of the 82+
point plan to reduce the deficit I of-
fered during my campaign for the U.S.
Senate in 1992.

More importantly, I have voted for
legislation that contained significant,
specific changes to Medicare twice dur-
ing the 103d Congress.

The reconciliation legislation we
passed as part of the President's deficit
reduction package included nearly $60
billion in Medicare cuts.

I also voted for, and was proud to co-
sponsor, the bipartisan Kerrey-Brown
deficit reduction package which also
included significant, specific Medicare
cuts.

And. Mr. President, I am willing to
vote for Medicare cuts again. But not
the $270 billion in cuts that are pro-
posed in this measure.

Mr. President. last May I laid Out a
number of specific areas in which I

thought savings could be realized. I
was pleased to see a number of those
ideas included in the Medicare provi-
sions of the reconciliation bills that
have been made by the Senate Finance
Committee.

These included changes in the reim-
bursement of capital-related costs of
inpatient services: repairing the flawed
reimbursement formula that results in
overpayments for some outpatient
services: and. establishing a new pro-
spective payment approach for home
health care services.

I was pleased as well to see that the
Finance Committee proposal includes
some improvement in the reimburse-
ment formula for Medicare HMOs.

The current formula rewards ineffi-
cient health care markets and punishes
efficient health care markets and those
areas, like many rural areas. that have
inadequate service capacity.

For Vernon County. WI. about an
hour west of my home, the Medicare
formula would reimburse an HMO
about $211 per month per enrollee. That
isjust a little bit more than half of the
national average of $400 per month.

Mr. President. it should not surprise
my colleagues to know that there are
no Medicare HMOs in Vernon County.
By contrast, in Miami. Medicare HMOs
receive about $615 per month for every
enrollee, nearly three times as much as
in Vernon County.

At triple the reimbursement of Ver-
non County. it is little wonder that
HMOs in places like Miami are able to
offer the wonderful additional benefits
to which proponents of Medicare HMOs
point when arguing for expanded use of
managed care in Medicare, benefits
like prescription drugs. eye glasses,
and dental services.

Though it remains to be seen wheth-
er or not the Finance Committee's
changes to the formula will be suffi-
cient. the blended formula approach
appears to move in the right direction.

I also want to commend the authors
of the Senate proposal. and of the Ways
and Means plan. for asking higher in-
come Medicare beneficiaries to pay a
larger share of the cost of their Medi-
care part B services.
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I proposed that very reform in 1992.

as part of my 82+ point plan to reduce
the deficit and balance the budget. and
am glad to see it included in the two
proposals.

Mr. President. I endorse this change.
It should be made in order to help re-
duce the deficit.

But those who have sought to avoid
criticism of this and other Medicare
changes have used the pretense of the
impending insolvency of the Medicare
trust fund, and in doing so they have
done no favors to the cause of deficit
reduction.

Far from it.
By misrepresenting the facts to the

American people, they have under-
mined and jeopardized the already po-
litically difficult. but nevertheless nec-
essary task. of reforming Medicare.

Mr. President, the problems created
by deliberately misleading people
about the real need for Medicare re-
forms are compounded by a number of
flawed, even harsh provisions.

These include the across-the-board
increase in part B premiums and
deductibles.

Unlike the means-tested premium in-
crease on upper income beneficiaries,
which I support, the across the board
increases in premiums and deductibles
hits lower income seniors and disabled.

Mr. President, the median income of
elderly households is less than half
that of non-elderly households. And in-
comes for the oldest old are by far the
lowest of any age group.

Households headed by someone aged
75 or older had annual median incomes
of less than $13,622 in 1992—$4,000 lower
than the next lowest income group.
those of households headed by people
between age 15 and 24.

And over one-fourth of the elderly
households have incomes of less than
$10,000 per year.

Mr. President, while the elderly are
disproportionately poor, they also
spend far more on health care as a
group than anyone else, and this
should not surprise us.

What may be surprising to some,
however. is just how much our seniors
do pay already even with Medicare. In
1995. the average older beneficiary will
spend about $2,750 out-of-pocket for
premiums. deductibles, copayments,
and for services not covered by Medi-
care.

I might add, Mr. President, that
these costs do not include the poten-
tially crushing costs of long-term care
which can total nearly $40,000 in some
areas for nursing home care.

The across-the-board increases in
premiums and deductibles will only
add to these already high out-of-pocket
costs.

Mr. President. let me add that under
the current protections in our Medicaid
program for lower income Medicare
beneficiaries. some of the impact on
the poorest of our elderly would be
softened, but the reconciliation meas-
ure eliminates the guarantee of help
for those beneficiaries.



S 16092
Mr. President, rural seniors are

among the most at risk under this leg-
islation.

Because rural areas depend on Medi-
care to support an already inadequate
health care service capacity. the mas-
sive Medicare cuts hit rural seniors and
providers especially hard.

Making matters worse is the so-
called Budget Expenditure Limit Tool,
or BELT' provision included in the
bill which provides for automatic cuts
in the traditional Medicare fee-for-
service program if budget targets re
not met.

Despite the improvements made to
the Medicare HMO reimbursement for-
mula, rural beneficiaries will continue
to rely much more heavily on the tra-
ditional Medicare fee-for-service pro-
gram than their urban counterparts,
placing them at special risk because of
the BELT provision.

Mr. President, as bad as the Medicare
cuts are, the Medicaid cuts may be
even worse.

Again, reforms to the current Medic-
aid program are clearly needed, not
only to improve services for those
lower income families needing health
care, but also to reduce the pressure on
our budget deficit.

But the $182 billion in cuts proposed
in this bill are unacceptable, as is th
loss of the current Federal protections
that ensure safe nursing home care.
guarantee help for the poorest Mecli-
care beneficiaries, and provide the cr11.
ical safety net of health care services
to poor women, children, and the dis-
abled of all ages.

Though spousal impoverishment pro-
tections were retained in the provi-
sions reported by the Finance Commit-
tee, I am extremely concerned about;
the prospects for spousal impoverish.
ment when this measure goes to con-
ference.

Comments made by the Speaker indi-
cate that spousal impoverishment pro-
tections are very much at risk.

Mr. President, I am equally con-
cerned about reports of a little known
change in the law that permits States
to bill the adult children of those el-
derly needing long-term care services.

This smacks of a return to the days
of bills of attainder and workhouses for
the families of those unable pay their
debts.

Much has been said on other protec-
tions that have been eliminated and I
will not repeat the arguments that
have been made.

But, Mr. President. it is apparent
that those seeking to tame our Medic-
aid budget do not understand the un-
derlying forces which contribute to the
bulk of Medicaid growth, namely the
rapidly increasing need for long-term
care services.

Though the elderly and disabled
make up about one quarter of the Med-
icaid population, they account for 59
percent of the Medicaid budget. with
the bulk of expenditures for them
going to long-term care services.

Pressure on the long-term care budg-
et will only increase.
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Our Nation faces a rapidly growing

population needing long-term care
services, a population which is dis-
proportionately poor.

The answer, Mr. President, is not to
turn Medicaid into a block grant pro-
gram, imposing a unilateral cut, and
shoving responsibility for those left
without services onto the States.

The answer is fundamental long-term
care reform.

Along with Senator PAUL SIMON. I in-
troduced a comprehensive long-term
care reform measure, 5. 85, that would
be an important first step in helping
States deal with this growing problem.

It is based on the bipartisan reforms
we made in Wisconsin during the 1980's,
where we established consumer-ori-
ented and consumer-directed home and
community-based services that allow
those needing long-term care to remain
in their own homes and communities.

Those reforms helped bring Wiscon-
sin's Medicaid budget under control,
and saved taxpayers hundreds of mil-
lions of dollars. Between 1980 and 1993,
while Medicaid nursing home use in-
creased by 47 percent nationally, in
Wisconsin Medicaid nursing home use
actually dropped 15 percent.

This is the kind of national long-
term care reform that is needed to
tame the Medicaid budget. offered a
version of that proposal as an amend-
ment to this bill, but that amendment
was defeated.

Mr. President, other provisions of the
reconciliation bill are significantly
flawed.

According to the Treasury Depart-
ment, the bill's cuts to the Earned In-
come Tax Credit amount to nothing
more or less than a tax increase on 17
million low-income. working Ameri-
cans.

In my own State of Wisconsin, some
206,000 families will experience a tax
increase of $330 on average in 2002. ac-
cording to Treasury figures.

The assault on the Student Loan Pro-
gram is also troubling.

The new limitation on direct lending
programs adds real injury to this in-
sult. making it even more difficult for
families to send their children to col-
lege.

Mr. President. as disturbing as the
provisions contained in the measure
are those which are not such as the
lack of effective change to the Federal
Milk Marketing Order system.

Mr. President, the provisions in this
bill with respect to dairy policy could
not be any worse for the Upper Mid-
west. The provisions reported by the
Agriculture Committee dramatically
reduce the support price for milk. cut-
ting the dairy price support program
more than any other commodity on a
proportionate basis. The dairy program
which accounted for less than two per-
cent of commodity program spending
in 1994, took 9% of the cuts made by
the Agriculture Committee in this bill.
Those cuts could have been acceptable.
Mr. President. if the inequities and
market distortions of the Federal Milk
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Marketing Order system that have dis-
criminated against the Upper Midwest
had been addressed by the Committee.

Unfortunately, the Agriculture Com-
mittee abdicated their responsibility
on Market Order reform and left the
system intact, leaving in place a bill
that pulled the rug Out from under
manufacturing prices for the Upper
Midwest. and leaving in place the ex-
cessive subsidies for fluid milk in other
regions of the country.

Unfortunately, Mr. President, this
bill did not stop there. Instead, during
floor action, the Senate granted its ap-
proval to the Northeast Interstate
Dairy Compact which will allow six
northeastern states to set artificially
high prices for milk paid to their pro-
ducers. Mr. President, to my knowl-
edge, this is the first time that Con-
gress has granted approval to a price-
fixing Interstate Compact. The Com-
pact erects walls around the Compact
states, preventing lower cost milk pro-
duced outside the Compact region from
entering those six states. It is protec-
tionism in its worst form. This com-
pact also provides a subsidy to Com-
pact-state processors who are forced to
pay this higher price for milk, in order
to allow them to ship their products
outside the compact and remain com-
petitive. Those compact products, pro-
duced and exported with the subsidy,
will then compete with products pro-
duced by processors and producers in
other states that have not been grant-
ed this special privilege.

The Compact, Mr. President. is inher-
ently market distorting, regionally dis-
criminatory, and overly regulatory. I
think this body will regret providing
its approval to this arrangement.

Unfortunately, the Senate included
another provision during floor debate
that further worsens the inequities of
the current system. The Senate ap-
proved a Class IV pricing scheme for
inclusion in Federal Milk Marketing
Orders which taxes all producers na-
tionwide to support the overproduction
of a couple of West Coast states. The
Upper Midwest dairy producers and
processors overwhelmingly oppose this
provision because it adds just another
layer of regulation to the already dis-
criminatory milk marketing order sys-
tem. It will reduce prices for all pro-
ducers nationwide in order to pay for
the surpluses produced on the west
coast. Wisconsin producers, while being
denied an opportunity to share in the
benefits of the highest class of milk,
Class I milk, will now be required to
suffer the loss of the lowest priced
class of milk, even though they are not
responsible for its production.

Mr. President, this bill represents the
worst possible outcome for the Upper
Midwest dairy industry. and in particu-
lar, for Wisconsin dairy farmers. In
short, Mr. President, the Senate ap-
proved some very bad policy which ap-
pears inconsistent with the principles
of many members of this chamber and
which is completely Out of step with
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the dairy marketing conditions of the
1990's.

Another area in which this bill re-
mains far too silent relates to the lack
of discipline imposed on our U.S. tax
code. I am particularly disappointed at
the weak effort made to address the
rapidly growing spending done through
the tax code.

Along with tax cuts and defense
spending, these tax loopholes are sa-
cred cows in this budget.

At $400 billion and growing. these tax
expenditures are among the most im-
portant areas of Federal spending. and
they are hardly touched in the rec-
onciliation bill before the body.

Mr, President, many of the tax ex-
penditures are certainly worthy, but
others are hard tojustify.

Just like the inappropriate subsidies
made through direct appropriations.
many tax expenditures not only put
pressure on the budget deficit, they
also distort the market place. lowering
overall economic efficiency of the Na-
tion.

But, despite the clear need for careful
scrutiny in this area, made all the
more timely by our common goal of re-
ducing the deficit, tax expenditures are
largely given a free pass.

Mr. President. it is obvious to all
that the massive cuts to Medicare and
Medicaid—nearly a half trillion dollars
over the next 7 years—are far more
than are necessary to address our budg-
et deficit, and in fact make it more dif-
ficult to enact a budget plan that will
balance the Federal books.

Nor can the health care system that
provides care for the most vulnerable
in our Nation be safely and prudently
sustained with this kind of revenue
loss.

The question occurs—why are these
harsh cuts being proposed to the health
care programs for our most vulnerable?

Mr. President. the inescapable con-
clusion is to fund a fiscally irrespon-
sible quarter of a trillion dollar tax
cut.

Mr. President. this tax cut not only
jeopardizes the fundamental missions
of Medicare and Medicaid to provide
health care for retirees, poor women.
children, and the disabled of all ages. it
also jeopardizes efforts to balance the
Federal books.

Mr. President. if there were no quar-
ter of a trillion dollar tax cut, we could
develop a bipartisan budget plan. in-
cluding reductions in Medicare and
Medicaid. that would balance the Fed-
eral books by 2002 or even sooner.

Mr. President. if there were no quar-
ter of a trillion dollar tax cut. Medi-
care and Medicaid beneficiaries, and
others, would be far more receptive to
calls for sacrifice. especially if they are
told. honestly and straightforwardly,
that those sacrifices are intended not
just to bolster the Trust Fund, but to
help get our Federal budget Out of the
red.

More importantly. Mr. President. if
there were no quarter of a trillion dol-
lar tax cut, we could fashion a budget

plan that would be politically sustain-
able for the time it takes to reach bal-
ance and eliminate the Federal budget
deficit.

I have no doubt that the deep flaws
in the reconciliation measure before us

jeopardize the very goal the supporters
of that measure profess—a balanced
Federal budget.

Mr. President, I find similar fault,
though to a much lesser degree. with
the President's original budget as well
as his later offering, both of which re-
tain a fiscally reckless tax cut. though
one which, admittedly. is much more
modest than is being proposed by the
Republican leadership.

We cannot afford either the Demo-
cratic tax cut or the Republican tax
cut, and we could go a long way toward
reaching a politically sustainable
budget agreement that would balance
the Federal books by 2002. and even
sooner, if both parties scrapped their
tax cut proposals and instead focused
on eliminating the deficit.

Mr. President, contrary to the image
portrayed by the spin doctors. it is the
Senate that has produced the most sig-
nificant reform in this Congress.

Bipartisan efforts in the area of gift
ban. lobbying reform, and the begin-
nings of campaign finance reform all
have their roots here. in the United
States Senate.

I earnestly hope this body will even-
tually put together the kind of sustain-
able. bipartisan deficit reduction plan
that will balance the Federal budget
before 2002, and do so without harming
the most vulnerable in society. The
key is to eliminate the absolutely irre-
sponsible quarter of a trillion dollar
tax cut.

If we can agree to do that. restrain
the growth of tax loopholes, and put
the Defense budget back on the budget
table, we will have moved a long way
toward establishing a responsible glide-
path to a balanced Federal budget. and
elimination of the Federal budget defi-
cit.

Mr. GLENN. Mr. President. I rise in
opposition to the bill. Along with many
Ohioans, I oppose the large Medicare
cuts contained in the reconciliation
bill and am concerned about their im-
pact on all Americans.

MEDIcARE AND TAX ciJrS
This bill calls for a $270 billion cut to

the Medicare program yet gives away
$245 billion in tax breaks—which dis-
proportionately benefit wealthy Amer-
icans. I find it alarming that in order
to achieve a $245 billion reduction in
taxes. we will slash services for seniors
who choose to keep their current Medi-
care coverage.

This enormous Medicare cut will not
balance the budget because it goes for
a $245 billion tax break. To keep its
Contract with America. Republicans
will break our thirty-year contract
that has successfully helped older
Americans. The lesson here is the old
story so often reflected in Republican
economics: those who have, get: those
who do not. get stuck.

The tragedy here is that this massive
Medicare cut is unnecessary. We all
know the !995 Medicare Board of Trust-
ees report projected that the Medicare
Part A Hospital Insurance (HI) trust
fund will run out of reserves in the
year 2002. However, the Trustees also
reported that only $89 billion in sav-
ings are necessary to restore the trust
funds solvency through 2006.

The budget plan before us. which was
drawn up behind closed doors. achieves
much of its $270 billion in Medicare
savings by cutting spending in the
areas of inpatient and outpatient serv-
ices, home health, hospice and ex-
tended care, physician and ambulatory
facility services, and diagnostic test
and durable medical equipment. For
the people in my home state of Ohio.
this means there will be 8.9 billion
fewer dollars for health care. For bene-
ficiaries. this cut will mean increased
premiums, deductibles and co-pay-
ments for Medicare Part B services—
which include many of the services I
just mentioned.

And how are we paying for it? We are
going to cut taxes. We squeeze $270 bil-
lion from the elderly so that we can
turn around and give $245 billion of it
away in tax cuts.

Now we have heard a lot of talk
about how this side of the aisle is just
engaging in demagoguery and class
warfare. They tell us their bill is not
slanted toward the wealthy. They say
that this bill distributes tax cuts
equally, regardless of your income.

But. the American people know bet-
ter. They know that just because some-
one says it is so, does not make it so.

The real horror story of this rec-
onciliation bill lies in the numbers.
And the numbers the other side has
produced just do not add up. The num-
bers do not add up because not only
does this proposal cut medical care for
America's seniors. but it raises taxes
on the working poor by gutting the
Earned Income Tax Credit (EITC) So
you need to factor in the Republican
EITC tax increase when making any
distributional comparisons.

When you do that. you will find that
people with less than $30,000 will actu-
ally be worse off. come tax time. under
this plan. But very wealthy taxpayers
would be big winners. The wealthiest 13
percent of taxpayers—those with in-
comes above $75,000—would receive 53
percent of the Senate tax cut. So the
wealthiest 13 percent get 53 percent of
the benefits. Those making more than
$200,000 would gain an average of $5,088
per taxpayer in the year 2000. By con-
trast. those with incomes between
$20,000 and $75,000 would receive an av-
erage tax cut of only $320.

MEDICAID

The budget reconciliation's treat-
ment of Medicaid is truly alarming.
Republicans would repeal the current
Medicaid program and turn it over to
the states as a fixed dollar amount
block grant—eliminating the safety
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net for more than eight million preg-
nant women, children, disabled and el-
derly Americans. and weakening fed-
eral nursing home regulations that
protect the indigent and their families.

The federal government and the
State of Ohio currently share in the
funding of the Medicaid program and
provide more than 1.85 million poor. el-
derly and disabled Ohioans with physi-
cian, hospital and nursing home care.
Under the Republican proposal. Ohio
would lose nearly $8 billion in federal
Medicaid dollars over the next sevn
years. To offset these cuts. Ohio would
be forced to slash or eliminate health
services for low-income families and
seniors, divert resources from other
important programs. or raise taxes.

Many people do not realize that near-
ly 70 percent of Medicaid spending goes
toward long-term care for the elderly
and disabled. These recipients aie
mostly middle-class Americans who
are not aware that Medicare and most
private insurance policies do not cover
long-term care. Many become eligible
for Medicaid when they quickly deplete
their income and assets after entering
a nursing home where costs average
$3000 per month. Republican proposals
would have abolished laws that protect
spouses from having to sell their homes
and assets to pay for nursing home
bills, but due to widespread opposition
both the House and the Senate wisely
voted to retain spousal impoverish-
ment protection.

However, the House version of the
Republican Medicaid reform bill re-
peals federal standards for nursing
home and institutional care. This plan
repeals such essential standards as
quality assurance systems. staffing re-
quirements, restrictions on physical
and chemical restraints, and nutrition
guidelines. I was pleased to support a
successful Senate amendment which
provides for the continuation of federal
nursing home regulations and I will
urge conferees to maintain federal
standards.

I support efforts to control the
growth of federal health care spending.
but I do not believe that Republicans
should balance the budget, and give tax
breaks, at the expense of our nation's
most vulnerable citizens. Reform of
Medicare and Medicaid should con-
centrate on strengthening and improv-
ing these important programs. not on
squeezing Out the maximum amount of
budget savings. Today. when millions
of Americans face limited access to
medical care and live with the fear
that an illness or loss of a job will
leave them without health care cov-
erage and expose their families to fi-
nancial ruin. I feel it is essential to ex-
parid, rather than limit. access to med-
ical care.

There has been a great deal of debate
about priorities in the Senate. I am not
convinced the plan before the Senate is
a fair reflection of America's priorities.
In fact. it is Robin Hood in reverse.
This plan to take from the poor and
give to the rich might make the Sheriff
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of Nottingham proud, but it will not
balance the budget.

EDUcATION

The Republican budget cuts student
loans by $10.8 billion. This makes it
much harder for working families and
their children to finance a college edu-
cation. If these cuts became law, the
school house door will be closed for
many students willing but unable to af-
ford a college education. Other stu-
dents and their families will see their
choices for an education narrowed.

The Republican proposal increases
the interest rate on PLUS loans taken
Out by parents. The interest rate on pa-
rental loans would increase by 1 per-
cent. Families considering PLUS loans
are mostly working middle-income who
make too much to qualify for full
scholarships but not enough to write a
check for tuition.

The six-month grace period for grad-
uating students would be eliminated.
Interest would pile up during that pe-
riod and would be added to the loan
balance. The bill also charges schools a
0.85% fee on loans taken out by their
students. This new tax on student
loans will be passed on to students and
their families. either financially or
through cuts in school programs and
services.

I supported the amendment offered
by Senator KASSEBAUM which restored
some of the cuts in the student loan
program. but it is only a step in the
right direction and does not go far
enough to ensure that working middle-
income families can afford to provide
higher educational opportunities for
their children.

ENVIRONMENT

I oppose the provision to allow oil
and gas leasing of the coastal plain of
the Arctic National Wildlife Refuge
(ANWR).

The coastal plain of the ANWR is one
of our remaining ecological treasures.
containing 18 major rivers. and provid-
ing habitat for 36 species of land mam-
mals and more than 30 fish species.
This pristine wilderness cannot be re-
placed. The impact of oil and gas leas-
ing would forever alter this region.
While proponents of leasing the ANWR
argue that America's oil dependency
requires this resource. they also advo-
cate lifting the ban on exports of Alas-
ka North Slope oil which is contained
in this legislation.

Americans are committed to protect-
ng national parks and public lands.
This commitment extends to protect-
ng the ANWR even if the revenues
from leasing the area would be dedi-
cated to deficit reduction. The U.S. Ge-
ological Survey recently reduced its es-
timate of the potential oil yield from
this area; therefore. the revenue as-
sumptions in this bill may be grossly
overstated. However, Mr. President,
the environmental value of this natu-
ral area is far greater than any short
term economic gain from oil and gas
development. I am also opposed to pro-
visions in the bill that will override ex-
isting environmental laws and cripple
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public health and environmental pro-
tections.

At the same time, this measure con-
tains provisions that continue to pro-
vide millions in annual federal sub-
sidies to timber. mining. and ranching
industries. These subsidies not only
lack economic justification but often
cause environmental damage. Several
of these provisions have been pre-
viously defeated or have delayed con-
sideration of other bills. Yet, in an ef-
fort to escape the notice of the Amer-
ican people and circumvent the legisla-
tive process these dangerous measures
have been inserted into this massive
reconciliation bill.

Although this bill contains provi-
sions regarding the Mining Law of 1872,
it fails to reform' the patenting proc-
ess and continues to allow the tax-
payers of this country to lose millions
in revenues from publicly owned lands.
In contrast to federal coal, oil, and gas
leases for which the government re-
ceives substantial royalty payments,
hardrock minerals are virtually given
away under a law that has not been sig-
nificantly revised since 1872. This situ-
ation is unconscionable.

This measure also contains provi-
sions from a federal grazing bill under
consideration in the House. These pro-
visions codify grazing regulations that
were in place prior to Secretary
Babbitt's proposed grazing revisions.
Again, the American taxpayer and our
nation's environment are the losers.

For all these reasons Mr. President, I
have concluded that I cannot support
the passage of this legislation and I
urge my colleagues to oppose the bill.

Mr. DOLE. Mr. President, this debate
has been lengthy. and I will not delay
a final vote much longer. But I do want
to take a minute or two to comment on
what is a very historic day for the U.S.
Senate.

I have cast over 12.000 votes during
my years in the Capitol. Many of those
didn't have a great deal of impact on
Americans, and are hard to recall. But
some votes you remember forever—
they are the votes that touch the life
of every American, and that change the
course of history.

I remember the vote on President
Reagan's historic tax cut bill—and the
vote against President Clinton's his-
toric tax increase bill.

I remember the vote which made
Martin Luther King's birthday a Fed-
eral holiday—and I was pleased to lead
the debate in favor of that bill.

And I vividly recall the vote author-
izing President Bush to send troops to
the Persian Gulf.

And no doubt about it, the vote we
will cast in just a few minutes is one
we will remember forever.

It is a vote for putting America on a
path to a balanced budget.

It is a vote for low interest rates, so
more Americans can own a house. buy
a car, and send their children to col-
lege.

It is a vote that will give new life to
the 10th amendment because we are
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transferring power Out of Washington,
and returning it to the people, where it
belongs.

It is a vote for cutting taxes, and al-
lowing American families to keep more
of their hard earned money, and to
make their own decisions on how best
they can spend it.

It is a vote for securing, strengthen-
ing, and preserving the Medicare Pro-
gram, on which so many of our seniors
depend.

It is a vote for real, meaningful, and
fundamental change.

And, above all. Mr. President, it is a
vote for America's future. For our chil-
dren and grandchildren—and their chil-
dren and grandchildren.

It is a vote for the teenager who was
in my office a few years back with a
group of high school students from
across the country. And this young
man said to me, "Senator, everyone
has someone in Washington who rep-
resents them. Someone speaks for
labor, for the farmers, for business
but no one speaks for us. No one speaks
for Americas future.'

I do not know where that young man
is today, but if he happens to be listen-
ing, I want to tell him that at long
last, someone is speaking for you, some
one is speaking for American's future.
This Republican Congress had the cour-
age to look beyond the next election,
and ask what is best for the next gen-
eration.

But I would also tell this young man
that our battle on behalf of the next
generation is far from over. President
Clinton will veto the final reconcili-
ation bill that will be reported out of
conference, the forces of the status quo
will do all in their power to return to
business as usual.

President Clinton says he wants
change. But his actions speak much
louder than his words.

He says he wants to balance the
budget, and at various times, he says
he can do it in either 5 years, 10 years,
8 years. or 7 years—but each budget he
has proposed doesn't balance the budg-
et in 100 years.

He says he wants to cut taxes for the
middle class. but he inflicted the larg-
est tax increase in history on the
American people.

He says he wants to save Medicare
from its impending bankruptcy, but he
has refused again and again to join in
a bipartisan effort to do so.

Instead of providing leadership. the
President has been content to sit on
the sidelines and use increasingly
harsh rhetoric to scare the American
people.

And that rhetoric reached new lows
yesterday with the sad remarks of the
President's press secretary. which I
will not dignify by repeating.

And there is no doubt that these past
few days of debate on the Senate floor
have created quite a few sound bites for
the nightly news.

Some of my friends on the other side
of the aisle would have you believe
that each and every Republican Sen-
ator has it Out for Americans in need.
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I just wish that each time the media

reported one of these phony accusa-
tions, they would follow it up by re-
porting the truth.

And the truth is, the Republican plan
reins in government spending by slow-
ing its rate of growth. The truth is,
more than 70 percent of our tax cuts go
to working families making less than
$75,000 per year. The truth is, the Re-
publican budget allows Medicare to
grow by an average of 7 percent per
year. Medicare beneficiaries will re-
ceive more money next year than they
do this year. and they will keep on re-
ceiving more year after year after year.

It truly shows you just how ingrained
the status quo is here in Washington,
how accustomed the liberals have be-
come to spending American's money,
when they attack us for wanting to
slow the budget's rate of growth.

I remember a few years back, when
we were having a serious national de-
bate on the proposal by former Sen-
ators Rudman and Tsongas—one a Re-
publican and one a Democrat—to freeze
the Federal budget. Just think what
the rhetoric would be like if we had
proposed a freeze. But we have not. In-
stead, we've proposed limiting Govern-
ment's growth to $350 billion over the
next 7 years.

So I say to my friends in the media:
You have a duty to report the truth to
the American people. Report that Med-
icare will grow. not get cut. Report
that Republicans are giving working
families a tax cut, and not a giveaway
to the rich.

Let me close by saluting Senator Do-
MENICI for the outstanding job he has
done throughout this debate. I know
how much time and energy he has in-
vested over the years in the quest for a
balanced budget. and I like to think
that I know how much this vote means
to him.

Congratulations, as well, to Senator
ROTH. for his leadership in achieving
the historic tax cuts contained in this
budget, as well as the Medicare provi-
sions, which involved a tremendous
amount of work.

Mr. President, it's no secret this vote
is not the end of the budget process. We
have repeatedly said that if President
Clinton has constructive ideas to offer,
we are ready to listen. But, with or
without the President's help, we're de-
termined to deliver the change the
American people voted for, determined
to move America for-ward, and deter-
mined to continue speaking for Ameri-
ca's future.

The PRESIDING OFFICER. Is there
any further amendment?

Mr. DOMENICI addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from New Mexico.
Mr. DOMENICI. Mr. President, I ask

for third reading.
The PRESIDING OFFICER. The

question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed
for a third reading and was read the
third time.
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Mr. DOLE addressed the Chair.
The PRESIDING OFFICER. The ma-

jority leader.
Mr. DOLE. I ask unanimous consent

that the Senate now proceed to the
consideration of H.R. 2491. the House-
passed reconciliation bill: that all after
the enacting clause be stricken and the
text of 5. 1357. as amended, be inserted
in lieu thereof. Further, I ask unani-
mous consent that the bill be read for
the third time, and the Senate then
vote on passage of the bill, with the
above occurring without any interven-
ing action or debate.

The PRESIDING OFFICER. Is there
objection?

Without objection. it is so ordered.
Mr, DOLE. Mr. President, let me just

indicate to my colleagues there will
not be a session on Monday. If there is,
it will be pro forma only. Let me thank
my colleagues for their cooperation.
This has been a very important. very
historic vote. There is a lot taking
place here on this vote. I hope we can
have a unanimous vote.

Mr. DOMENICI. Midnight.
Mr. DOLE. Midnight.
The PRESIDING OFFICER. The

question is on the engrossment and
third reading of the bill.

The bill was ordered to be engrossed
for a third reading and was read the
third time.

Mr. DOMENICI. I ask for the yeas
and nays on final passage.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. The bill

having been read the third time, the
question is, Shall it pass? The yeas and
nays have been ordered. The clerk will
call the roll.

The assistant legislative clerk called
the roll.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 52.
nays 47, as follows:

IRolicall Vote No. 556 Leg.1
YEAS—52

Gorton Mcconnell
Gramm MurkowSki
Grams Nickles
Grassley Pressler
Gregg Roth
Hatch 5antorum
HatfeId shelby
Helms 5impson
Hutchison 5mith
Inhofe 5noweJeffords
Kassebaum specter

Kempthorne 5tevcns
Kyl Thomas
Lott Thompson
Lugar Thurmond
Mack Warner
Mccain

NAYS—47

Abraham
Ashcroft
Bennett
Bond
Brown
Burns
campbell
chafoc
coats
cochran
coverdell
craig
D'Amato
DeWine
Dole
Domenici
Faircioth
Frist

Akaka
Baucus
Biden
Bingaman
Boxer
Bradley
Breaux
Bryan

Bumpers
Byrd
cohen
conrad
Daschlc
Dodd
Dorgan
Exon

Fcingold
Feinstein
Ford
Glenn
Graham
Harkin
Heflin
Hollings
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lnouye Levin Pryor
Johnston Lieberman Reid
Kennedy Mikuiski Robb
Kerrey Moscley.Braun Rockefeller
Kerry Moynihan Sarbanes
Koh' Murray Simon
Lautenbcrg
Leahy

Nunn
Pell

Wellstone

So. the bill (H.R. 2491), as amended,
was passed.

Mr. EXON. Mr. President. I move to
reconsider the vote.

Mr. DOMENICI. I move to lay that
motion on the table.

The motion to lay on the table ws
agreed to.

Mr. LOTT. I ask unanimous consent
that 5. 1537 be returned to the ca1-
endar.

The PRESIDING OFFICER. Without
objection. it is so ordered.

Mr. EXON addressed the Chair.
The PRESIDING OFFICER. The Sen-

ator from Nebraska.
Mr. EXON. Mr. President, I want to

take a moment, if I might, to thank all
Senators on both sides of the aisle. es-
pecially my friend and colleague, the
chairman of the committee, for his
consideration all the way through this
process. We have had a great deal of
help from the leader, from Senator
DORGA, Senator KERREY, Senator
FORD; the whole Democratic leadership
has been very helpful and supportive
all the way through this most difficult
process.

In the end, though, as we always do,
and should. I will take time out to
thank the very dedicated staff. I have
been on the Budget Committee for the
17 years that I have been in the U.S.
Senate. I think we have been particu-
larly well blessed with excellent staff
on both sides of the aisle that work
very, very well together.

So I congratulate the chairman of
the committee, whom it is my pleasure
to work with. We will be working to-
gether in the future on a whole series
of matters.

I want to end up tonight by taking a
moment to thank the Democratic staff
members of the Budget Committee for
the truly outstanding job they did dur-
ing the consideration of the reconcili-
ation bill and through all of the proce-
dures that we had in the Budget Com-
mittee. I would like to extend my ap-
preciation, therefore, on our side to the
key members of our staff: Amy Abra-
ham, Andy Blocker. Kelly Dimock.
Tony Dresden. Jodi Grant. Matt
Greenwald, Joan Huffer, Bill Dauster,
Jim Klumpner. Nell Mays, Sue Nelson.
John Rosenwasser. and Jerry
Slominski.

Mr. President. these were outstand-
ing people that do an outstanding job.
I thank them for their dedication, tal-
ent. and for all the help that they give
not only to the ranking Democrat but
all Democratic members of the com-
mittee. I thank them very much.

If I did, I did not leave out Phil
Karsting intentionally. The leader of
that group, of course, is Phil Karsting.
who has been there for several years
now as the central director of every-
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thing that we do on the Budget Com-
mittee. He has been sitting here advis-
ing Members of the Democratic side
and working closely with many people
on the other side of the aisle. I have al-
ways been particularly impressed with
the good working relationship that Bill
has with the Bill on that side. That is
what makes things work in the end. I
am very proud of all of the staff.

Mr. DOLE. Mr. President, Ijust want
to thank all Members, as I did before.
I thank the Democratic leader. We
were able to work together. We had 58
votes. We were on the bill 42 hours. As
the Senator from West Virginia point-
ed out, we had a record number of
votes today—39. So we exceeded both
records that the Senator from West
Virginia talked about earlier.

I particularly thank the distin-
guished Senator from New Mexico.
Senator DOMEICI, his staff. my staff.
and all the staff on this side. Also. a
special thanks to the Senator from
Alaska, who has been presiding much
of the day. We appreciate the way he
has handled the duties of the chair. It
has made it much easier for all of us.

Also, I thank my colleague from Mis-
sissippi, Senator Lorr, who has ac-
tively been working on a daily basis to
find out how many votes we would
have on these various amendments,
and for all the cooperation we have had
on this side of the aisle.

This is a historic vote. We have to go
to conference, and it is not going to be
easy. We need to pass the conference
report. There is an indication that the
President may veto the bill. I hope
that is not the case. Any way you look
at it, this is a historic vote. We
watched the House yesterday sail
through theirs in about 6 or 8 hours. It
took us a little longer, but the results
were the same.

Mr. President, 52 out of 53 Repub-
licans have voted for this historic
package. which is going to mean a lot
of things to a lot of people, whether it
is preserving and strengthening Medi-
care, or reforming welfare, or cutting
taxes for families with children—not
the rich. but families with children
and. most importantly. balance the
budget by 2002. I do not care where you
are, who you are. what your politics
are, people want to balance the budget.
That is precisely the reason we have
gone through this effort day after day,
week after week, in all the commit-
tees, and that is why all the chairmen
and all the others have been working
so hard.

Now it becomes a special responsibil-
ity for the Budget Committee chair-
man in the conference, working with
Republicans and Democrats. We are
not going to waste any time. We are
going to start on Monday. We have
work being done this weekend by the
staff. Monday, I will meet with the
Speaker, and we will be talking about
how we can speed up the conference
and how we can, if possible. meet the
deadline by November 13 to have a con-
frence report. So we are working on
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the conference already. We have had
staff looking into some of the areas in
sort of a pre-conference effort. I believe
we will be able to complete our work.

Again. I say to the President of the
United States: If you want to make
some arrangement. or negotiate. what-
ever, I think both the Speaker and I
have said. again this morning, we are
prepared to meet. We think it would be
a little presumptuous of us to call the
President. But if he wants to call us,
obviously, we are more than willing to
sit down with the President of the
United States to talk about what we
are doing, what he hopes to do and see
if there is any common ground.

Again. I thank all my colleagues.
Mr. DOMENICI. Mr. President, might

I thank Senator DOLE for his kind
words, and might I say to more people
than I can mention how much I appre-
ciate their efforts. I say with a bit of
pride that the Budget Committee is
frequently not liked around here. They
seem to always be telling somebody
what to do. Those who serve on the
Budget Committee know that this all
started there. Without that budget res-
olution and this process. we would
clearly not be changing the country
from the way it is being run today,
from the way Government is run to the
way we would like it. I am very proud
of it.

I have been working at it about 22
years, and I never thought we would
get to this night. We still have some
work to do, but there can be no doubt
that we have proven that using the pro-
cedures of the U.S. Congress. as oner-
ous and difficult as they are, we can
get a balanced budget: that we can
change programs to meet the goals and
objectives of our people, and to do that
which is best for America.

It is obvious to everyone that Amer-
ica cannot continue to spend $482 mil-
lion a day more than it takes in. The
real goal is to pay our bills as we ac-
crue those bills. and let the adults take
care of the problems of our country and
not pass them on to our children and
grandchildren. That is the issue. Do we
want strong money and a strong econ-
omy, lower interest rates and our
standard of living going up? Or do we
want to watch it dwindle away. little
by little. as that gigantic deficit will
do? We have shown that we can change
things enough to change the course of
the economic history of our Nation, I
think, for the better.

Obviously, none of this could be done
without some fantastic staff people. I
do not have a list of all of ours, but I
am going to just say that without Bill
Hoagland at our side. we probably
would not be here. He comes up with
the ideas, and I get credit for it. or
Senator DOLE does. or even Sheila
does. Everybody gets ideas from Bill
Hoagland, and they are right more
times than not.

There are a few Senators to thank.
Hard work was done in one committee.
the Committee on Finance. I am sorry
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we instructed you to save so many dol-
lars and Cut so many taxes. But the Fi-
nanCe Committee, led by BILL ROTH.
did a magnificent job. That was obvi-
ous here today. A special thanks to
SPENCER ABRAHAM, a member of our
committee, who worked hard. I asked
him to do a special job for me. in a spe-
cial way, and he did it very well. I
thank him so much for that.

With that, let me say one more time.
as I have many times in the past.
thanks to Senator EXON, who I fre-
quently slip and call Governor, for the
wonderful job that he does in rep-
resenting his side of the aisle in get-
ting this work done.

He and his staff also are nothing but
quality and excellence, and to the mi-
nority leader who is standing here now,
I want to say thank you. It was dif-
ficult at first to reach some accommo-
dation.

It was sort of like we were shadow-
boxing maybe for the first 7 or 8 hours.
In fact, you might have wondered
whether we would ever get in the ring.
That was by design. Yet, you got much
of what you wanted by way of votes for
your people, and we got what we want-
ed: Final passage of a great bill.

I want to begin by thanking my col-
leagues. I wish to thank the staff and
all members of the Budget Committee
for their hard work. I would also like
to thank all of the committee chair-
men who worked so diligently to meet
the terms of the budget resolution and
add flesh to its bones.

Also, I would thank the able ranking
member, Senator EXON, he is a fine
friend and an able adversary. The Sen-
ate will be a poorer institution when he
departs next year.

And, finally. I would like to take a
moment to acknowledge the constant
and determined leadership of the ma-
jority leader. Senator DOLE. We all
know, he is a remarkable American.
And his commitment to keeping his
promise to the American people—to
give them the first balanced Federal
budget in 26 years—is the reason we are
here tonight. As always. he has kept
his word and has provided this Nation
the honest, effective, and steadfast
leadership that has defined his tenure
in this body.

I speak about Senator DOLE's leader-
ship because that's what the vote we
are about to cast is all about. Leader-
ship. Honest leadership that protects
America today, and tomorrow.

Leaders, it's been said, are the
custodians of a nation. Of its ideals, its
values, its hopes and aspirations. Those
things which bind a nation, and make
it more than a mere aggregation of in-
dividuals.

But governing for today is much easi-
er than leading for the future. It does
not take a great deal of talent or cour-
age to solve the immediate need. It's
not a lot harder to pave a pathway for
the future.

Yet, we who serve in public office
have a responsibility to protect the fu-
ture. We must work on behalf of those
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who will follow us, our children and
grandchildren. We are the trustees of
their future, of their legacy of their op-
portunities.

Leadership requires courage. It re-
quires boldness and foresight to safe-
guard a nations ambitions and
confront its challenges.

President John Kennedy put it this
way when he said: To those to whom
much is given, much is required. And
he reminded us that. as public serv-
ants, we would be judged. at least in
part, by our courage.

I couldn't agree more.
Eight months ago my Republican col-

leagues and I began a courageous effort
to throttle runaway Federal spending
and give the American people the first
balanced Federal budget in more than
a quarter century.

We knew it would be difficult. We
knew it would require determination
and endurance. But we had promised
the American people we would balance
the budget and put an end to the per-
sistent deficit spending that has been
bleeding our Nation dry.

A deficit growing by $482 million a
day; $335 thousand a minute; and $55
hundred every second. Let me repeat
that last figure again—our deficit is
currently growing at $5500 a second.

Deficit spending is draining the eco-
nomic lifeblood of our country.

It's heaping mountains of debt upon
our children and which will drag them
down. We are irresponsibly shackling
our kids with our bills. And, left un-
changed, they will be the first genera-
tion of Americans to suffer a lower
standard of living and less opportunity
than their parents.

Yet, if we pass the budget before us,
we can reverse this tide.

This budget will restore our Nation's
fiscal equilibrium and preserve Amer-
ica as the land of opportunity' for
this and future generations. It reflects
a commitment to fiscal responsibility,
generating economic growth, creating
family-wage jobs. and protecting the
American Dream" for all our citi-

zens—young and old alike.
This is not just rhetoric. A recent

DEl study concluded a balanced budget
would boost America's yearly output
by 2.5 percent over the next 10 years.
And it would mean 2.4 million more
jobs by 2005.

Further, a recent GAO study suggests
that an average family's income will
increase as much as $11,200 over the
next 30 years. And the CBO says inter-
est rates will decline by as much as 1.7
percentage points by 2002.

That means less debt for our children
and more money in the pockets of
working Americans today.

Opponents of this budget have em-
ployed every trick, every political ma-
neuver. and every scare tactic to halt
our march to a balanced budget and
forging a more efficient and more re-
sponsive Federal Government.

But here are the unvarnished facts:
Under our budget. Federal spending

will continue to grow, We'll spend $12
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trillion over the next 7 years. That's
only $890 billion less than we would
otherwise spend.

We balance the budget without
touching Social Security.

This budget shrinks the Federal bu-
reaucracy. eliminating many Federal
departments. agencies, and programs.

We move money and power out of
Washington and back to citizens in
their States and communities.

This budget reforms the welfare sys-
tem while maintaining a safety net for
those in true need, especially children.

And it preserves, improves, and pro-
tects Medicare.

We began this debate by calling for
unity in this effort. It was our hope
that all of us. Republican and Demo-
crat alike. would shoulder our basic re-
sponsibilities. We asked colleagues on
both sides of the aisle to work together
in the bipartisan spirit the American
people are looking for.

We only requested that we move
swiftly. while we still have time, to
confront the debt crisis that threatens
to suffocate our nation's vitality and
snuff out its economic growth.

But rather than cooperation, we were
met with confrontation. That's too
bad. Because at every turn in this proc-
ess. this Senator has tried to reach out
to my Democrat colleagues and to the
White House in hopes they would work
with us.

Yet. they declined. I believed they
did so because they underestimated Re-
publicans stamina and the determina-
tion of the American people on this
issue. They didn't think we would do
it. They thought we would fold.

Instead, we persevered. We did some-
thing rare in this town. We have kept
out word, stuck to our objectives, and,
despite the misleading rhetorical flack
fired by the guardians of the status
quo. kept our word.

So as we prepare to take the final
vote on this package I want to say to
my colleagues you may not agree with
every item in this package. There may
be some portions you would like to
change. That may happen.

But I want to also remind you that it
is an honest, straightforward balanced
budget. No smoke, No mirrors. No rosy
scenario. Just balance.

The President says he'll veto this
budget. I wish he wouldn't but I think
I understand the game the White House
is playing.

He says he has a kinder. gentler
budget that somehow magically gets to
balance while spending nearly $300 bil-
lion more in domestic programs. He
says he can get to balance by spending
more and cutting less,

Sound phony? That is because it is.
The President's so-called budget hides
$475 billion in blue smoke and mirrors.

It's a political document. hastily
thrown together last June in response
to Republican determination and our
passage of the budget resolution.

That is why if we don't pass this
budget tonight. we will not have a bal-
anced budget. Because the reality is
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that throughout this debate we have
had to drag this White House kicking
and screaming toward a balanced budg-
et.

The chronology is clear. This White
I-louse opposed the balanced budget
constitutional amendment, its first
budget waved the white flag of surren-
der at the deficit, and. as I said, it only
offered a fig-leaf balanced budget after
Republicans passed the real thing.

I believe there is still hope. I am
ready to meet with budget leaders at
the White House anytime so they
might join with us in fashioning a
budget that gets to balance in 7 years.

I'm ready to do it now. Tonight. This
weekend. Yet the White House has its
veto strategy and, apparently. feels we
must go through this little mating
dance before we get down to business.

But if we don't pass this budget to-
night that will never happen. The born-
again budget balancers at the Whit2
I-louse will quickly fall off the wagon
and deficits will continue.

So we can not be swayed by vet.o
threats. We must continue to move for.
ward.

Senators, this is a historic vote. I've
waited years for this vote. It is one
more step toward the balanced budget
the American people have been scream
ing for. It is a vote for responsibility.
It is a vote for accountability. And it's
a vote to stop this Government from
borrowing $5,500 a second to buy every-
thing it wants and begin considering
what it can afford.

Admiral Halsey told us: "There
aren't great men. There are just great
challenges that ordinary men like and
me are forced by circumstances to
meet.'

Tonight this Senate faces a great
challenge. Let us—ordinary men and
women—have the courage to meet that
challenge and, in doing so. preserve
America's promise of opportunity.

I ask unanimous consent that the bill
that we passed be printed. We do not
have it printed yet.

The PRESIDING OFFICER. Without
objection. it is so ordered.

IThe bill was not available for print-
ing. It will appear in the RECORD of
Monday. October 30, 1995.]

Mr. DASCHLE. Mr. President. let me
commend the distinguished Senator
from Nebraska for the remarkable job
that he did in representing our side
during these very difficult days. He has
worked with all of the Members of this
caucus, as he always does, with profes-
sionalism and leadership.

I personally appreciate the contribu-
tion that he has made, along with his
excellent staff. They have done all the
work on this bill from our side in rep-
resenting us and they have done an
outstanding job. I applaud them as
well.

Mr. President, the tragedy underly-
ing the passage of this reconciliation
bill is that it fails completely to reflect
political consensus. We all agree on the
need to balance the budget, but there
has been no effort by the Republican
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majority to address Democrats con-
cerns and the very real concerns of the
American people.

We have stated time and again that
we want to work with the majority to
produce a bipartisan solution to the
deficit problem. The President of the
United States has held Out his hand in
an offer of cooperation. Instead of co-
operation. we have been cut out, shut
out, and our concerns have been ig-
nored.

Along with us, the American people
have been shut out of this process. and
their values have been trampled upon.
As people are realizing how they and
their families will be affected in a real
way, they are increasingly rejecting
the Republican budget plan.

The plain fact is that Democrats
have a clear and successful track
record of reducing the deficit. In 1993.
we achieved $600 billion in deficit re-
duction without a single Republican
vote. The result is that the deficit, as
a percentage of the economy, is this
year at the lowest level since 1979.

The deficit has fallen for 3 years in a
row for the first time since Harry Tru-
man was President. In fact, the 1993
economic plan is working better than
even the Administration or the Con-
gressional Budget Office had projected.
That is because the economy has per-
formed better than projected since 1993
due to the success of the President's
economic plan.

While we seek to balance the budget.
we also understand that there is aright
way and a wrong way to do it. The
budget plan before us is the wrong way.
Unlike the Republicans in 1993, this
year we offered to cooperate in good
faith so long as our basic concerns were
on table.

We said $270 billion in Medicare cuts
to pay for $245 billion in tax breaks for
the wealthy was unacceptable. And we
asked that the priorities in this budget
be changed to protect children, the el-
derly, those with disabilities, working
families, rural America. and the envi-
ronment. This debate is about people:
seniors who need Medicare. young peo-
ple who need an education, families
who need a fair income—and greater
stability, and rural people who want to
preserve their way of life.

That is why we are here. It is what
unites us as Democrats. It is why we
have fought so hard and so long against
the harmful provisions of this bill.

None of our concerns was addressed.
The majority did not budge one inch on
any of the extreme proposals they
made.

As a result, this budget is "DBA'
dead before arrival—and is certain to
get the veto it so richly deserves.

This is a reconciliation" bill in
name only. Certainly there was no rec-
onciliation with Democrats. There
were no hearings, no consultation with
Democrats, and virtually no time for
debate.

Senate Republicans held a private
markup in the Finance Committee,
locking Out committee Democrats for
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the. first time in history. The congres-
sional majority has exercised rigid
party discipline, forcing every one of
its members to march in lockstep even
if they disagree with the fundamental
direction of their leadership.

The Senate received its first look at
this package only one week ago. It was
not printed and available to all Sen-
ators and the public until this Tues-
day. The result is a 2000-page abomina-
tion we are only now beginning to un-
derstand.

This far-reaching. extreme package
is being rushed through Congress be-
fore public opposition can bring it
down. The authors of this budget have
not built a consensus with anyone, ex-
cept themselves. They claim a mandate
for their radical course—as if wishing
would make it so.

This budget does not reflect the
hopes and needs of most Americans.
Nor have we reconciled our problems
with the deficit.

Under this budget. in the year 2002.
there will still be a deficit of over $100
billion, and we will use Social Security
money to pay it off. Maybe that is why
80 percent of the American people, in a
recent poll, said they believe this bill
will not balance the budget. They know
it. and we know it.

The only reconciliation that has
taken place has occurred in the Speak-
er's office—in backroom deals between
the right and the far right—and be-
tween the Republican leadership and a
line of special interests that just keeps
getting longer. And longer.

Mr. President, our country deserves
better than this. This is not what the
American people voted for last year.

The American people did not vote
last year to cut $457 billion in health
benefits to give tax handouts to those
who do not need them. They did not
vote last year to cut education to mil-
lions of students so that some of Amer-
ica's largest and wealthiest corpora-
tions could pay no taxes at all. The
American people did not vote last year
to raise taxes on American families
making less than $30,000 so the richest
Americans could pay $6,000 less. Nor
did they vote not to have a farm bill
for the first time in 80 years.

They did not vote for this budget
plan then, and they do not support it
now.

Mr. President, this bill is not a prod-
uct of the reconciliation process. It is
an abuse of the reconciliation process.

What is in this monstrous package?
It contains the largest health care cuts
in American history. Two hundred sev-
enty billion dollars in Medicare cuts
alone. The mask is off those who have
argued that their intention is to
save" Medicare. Their real purpose is

to dismantle Medicare.
Three days ago the Republican lead-

ers of both Houses of Congress made
clear their real intentions. One stated
that creating Medicare was a mistake
in the first place. and tJie other said
that Medicare as we know it will
'wither on the vine." Their recent
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statements help explain why they in-
sist on cutting $270 billion from Medi-
care, when only $89 billion is needed to
restore its solvency for the next eleven
years. As a first step toward abolishing
the program. they are cutting Medicare
three times more than necessary to
pay for their 'crown jewel" offering to
the special interests: $245 billion in tax
breaks.

Mr. President. this attack on Medi-
care reveals how far out of touch with
the American people the proponents of
this bill have become. Medicare is one
of the greatest success stories of our
time. The American people know that.
even if some of their politicians have
forgotten.

In 1965. before the creation of Medi-
care, 46 percent of seniors had health
care coverage. Today. 99 percent are
covered. Does the majority want to
bring us back to the good old days"
when only half of our senior citizens
had health insurance? It would be
heartless to go back to the age when
our older citizens suffered needlessly
from disease and even premature death
because they had no access to health
care.

The consequences of these Medicare
cuts will be severe. Hospitals will be
forced to close. Couples will be forced
to pay an average of $2,800 more for
health care by 2002. Clearly, Medicare
is being used as a piggy bank to fund
tax cuts for the wealthiest Americans,
with no regard to the damage to the
health care of senior citizens in Amer-
ica.

This bill dismantles Medicaid. At a
time when we have unacceptably high
numbers of Americans with no health
care coverage, it would deprive an. ad-
ditional 36 million Americans guaran-
teed health care coverage under Medic-
aid.

A recent study by the Consumers
Union and the National Health Law
Program estimates that 12 million
Americans—half of them children—
would lose their health care coverage
under this proposal. Surely the major-
ity doesn't think the American people
voted last year to increase the number
of uninsured.

Older Americans and their families
also have reason to fear the destruc-
tion of Medicaid. One-half of the nurs-
ing home patients in the U.S. includ-
ing over I million senior citizens, rely
on Medicaid. What will happen to the
quality of their care under this bill?
What justifies putting the spouses and
adult children of nursing home resi-
dents at risk of bankruptcy?

That is not what the American peo-
ple voted for last year either.

The majority is telling these people
and their families, 'You're on your
own.'

Republicans say. Don't worry about
those details. Think about the tax re-
lief in this bill. But there is no tax re-
lief in this bill for average Americans.
There are only new tax burdens for
them.

Despite the Republican promises. the
typical family in this country earning
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less than $30,000 will see their taxes in-
crease under this bill. And half of all
families in the U.S. have incomes
below $30,000.

This bill represents the biggest trans-
fer of income from the lower and mid-
dle income levels to the wealthy that
we have ever seen. In one fell swoop. it
destroys 30 years of investment in our
people.

Most of the pain in the budget—af-
fecting seniors, children, working fami-
lies. rural America. and the environ-
ment—is driven by the insatiable greed
on the part of the congressional major-
ity for tax breaks that benefit the
wealthiest Americans and large cor-
porations. The richest one percent of
Americans—those earning over
$350,000—will get an average tax break
of $5,626.

Many large corporations will pay no
taxes at all under this bill.

Not only do these generous handouts
to the wealthy require huge cuts in
education and health care and so many
other areas, they are fiscally irrespon-
sible. The tax breaks will add $293 bil-
lion to the debt over the next seven
years—$293 billion in added debt that
our children will have to pay offi The
costs of those tax breaks will explode
after the 7 years covered in this budg-
et. To those who profess that this ef-
fort is intended to save our children
from the crushing burden of our debts.
I would ask them to explain this hy-
pocrisy.

For all the talk we have heard about
how this plan is intended to benefit
children and future generations, the
actual provisions of the bill reveal a
different story.

The bill launches an assault on edu-
cation in this country. By cutting bil-
lions for student loans, this bill closes
the door on a college education for
many Americans.

Other children's priorities are sav-
aged as well. By 2002. up to 6.5 million
children could lose health coverage.
Food stamps will be cut. Foster care
payments will be capped, threatening
to throw us back to dependence on the
orphanages the Speaker proposes.
Countless children threatened with
abuse may never benefit from inves-
tigations of their situations. This bill
plays a shell game with the $3 billion
in child care funds that were included
in the Senate welfare reform bill. It
cuts Title XX. the states' primary
source of child care money, by $3.3 bil-
lion. It is 'Home Alone II" for children
whose families are trying to work their
way off welfare.

Another giant item stuffed into this
package is the 1995 farm bill, which
drops a bomb on rural America. For
the first time in history, the farm bill
was included in the reconciliation
package. There were no hearings on the
Republican plan.

The bill cuts farm programs by 25
percent. Net farm income will decline
under this measure by $9 billion. This
devastating blow comes on top of the
other hits on rural America in the bill
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—ravaging rural health care and clos-
ing hospitals. tax increases on working
families, elimination of rural edu-
cational opportunities.

Taken as a whole. this package
amounts to a raid on rural America
that will devastate our rural way of
life—perhaps forevermore.

Have we learned nothing from our re-
cent history?

This bill asks us to take another riv-
erboat gamble. like the one Ronald
Reagan took when he called for huge
tax breaks for the wealthy in 1981. We
all lost that gamble when deficits
soared in the 1980s as a result. In fact.
if it were not for the cost of interest
payments on the debt built up under
Presidents Reagan and Bush. the budg-
et would be balanced today.

No wonder the American people fear
another roll of the dice. According to a
recent poll. the public rejects the tax
break proposals in this budget by a
margin of nearly 3 to 1. The American
people have learned a costly lesson
from Reagan's riverboat gamble.
Eighty-one percent said they believed
that even if the Republican plan is en-
acted, the budget will not be balanced
by 2002.

We are saying no to another river-
boat gamble, . and we will do so with
one voice. Unlike 1981. every Senate
Democrat will oppose this budget.

This budget is fundamentally flawed.
It does not strengthen America. It
weakens America. It does not bring us
together. it moves us apart. The
• haves" will have more. and the rest
will have less.

Worst of all. this budget does not re-
flect the priorities of the American
people. The American people reject the
idea of cutting taxes before the budget
is balanced. They disapprove of the Re-
publican Medicare plan. As the Amer-
ican people are learning whose side this
budget is on. they are demanding we
change it.

Senate Democrats offered a series of
amendments to correct these gross in-
equities in this bill. both in committee
and on the Senate floor. Virtually
every one was defeated on a party-line
vote. As a result. the destructive, dan-
gerous excesses contained in this bill
will not receive a single vote from our
side of the aisle. This bill deserves a
veto by the President of the United
States—and vetoed it will be.

This budget is mean and extreme. It
rewards the rich and ravages the rest.
It punishes families who need our help
most to pay for tax breaks for those
who need handouts the least.

It is the wrong plan for the wrong
reason. done the wrong way, to help
the wrong people.

Mr. LOTT. Mr. President, much of
what the minority leader just had to
say has been said over and over again.
It. I think. has been answered suffi-
ciently, but it is very hard to sit here
and listen to that speech after all that
we have been through for the last three
days.
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MORNING BUSINESS

Mr. LOTT. In the interest of wrap-
ping up business after a historic day. I
ask unanimous consent that there be a
period for the transaction of routine
morning business with Senators per-
mitted to speak for up to 2 minutes
each.

The PRESIDING OFFICER. Without
objection, it is so ordered.

UNITED STATES-JAPAN AVIATION
RELATIONS

Mr. PRESSLER. Mr. President, I rise
today to discuss the critically impor-
tant issue of United States aviation re-
lations with the Government of Japan.

Last month, the United States com-
menced talks with the Japanese aimed
at liberalizing the transpacific cargo
market. This is a welcome develop-
ment and I hope an agreement liberal..
izing cargo service opportunities can be
reached by no later than March of next:
year—the mutually agreed upon time-
table. Clearly, consumers of cargo serv-
ices on both sides of the Pacific would
be the big winners if such an agree-
ment is struck. Talks on more conten-
tious passenger carrier issues have not
been scheduled.

As should now be clear from the nu-
merous floor statements I have made
in this body in recent months, I have a
keen interest in United States-Japan
aviation relations. As Chairman of the
Committee on Commerce, Science, and
Transportation, I will continue to
make it a priority. At the outset of my
remarks today, let me emphasize sev-
eral related points. Although these re-
marks refer primarily to passenger car-
rier issues, they apply with equal force
to cargo relations with the Japanese.

First, from a long-term perspective
and due to its key strategic location in
the Asia-Pacific aviation market, avia-
tion relations with the Japanese un-
questionably are our single most im-
portant international aviation rela-
tionship. At the same time service op-
portunities in Japan are expanding, air
service markets in Asian countries best
accessed through Japanese gateway
airports are growing at an astounding
rate.

Simply put, meaningful participation
in the rapidly expanding Asia-Pacific
market is absolutely critical for the
long-term profitability of our airline
industry. For instance, the Inter-
national Air Transport Association es-
timates that between 1993 and 2010
scheduled international passenger serv-
ice in Vietnam will grow at an average
annual rate of 17.3 percent. Inter-
national air service opportunities in
China are expected to grow at an an-
nual rate of 12.6 percent over the same
period. Overall, it is expected the Asia-
Pacific market will account for ap-
proximately 50 percent of world air
traffic by 2010.

Second, geographic factors coupled
with the limited range of commercial
aircraft make it essential that carriers

seeking to effectively serve these rap-
idly expanding Asia-Pacific markets
can provide that service from Japan ei-
ther directly or indirectly through a
Japanese code-sharing partner. As dis-
tinguished from the bottleneck at Lon-
dons Heathrow International Airport,
overflight to markets beyond Japan is
not an option since the distances to
these markets from the United States
are too great. Moreover, as shown by
recent unsuccessful experiences, serv-
ing the Pacific-Asian market through
other gateway countries does not ap-
pear to be a viable alternative.

Third, aviation relations with Japan
are a very important national trade
issue and it is imperative they be
treated as such. Indeed, discussion of
air service opportunities to and beyond
Japan is one of the United States' most
important trade issues being discussed
with any of our trading partners. The
stakes in these talks are enormous.
For example, the United States cur-
rently enjoys an approximately $5 bil-
lion net trade surplus with Japan for
passenger air travel in the Asia-Pacific
market.

I cannot emphasize strongly enough
the importance of our current and fu-
ture aviation negotiations with the
Japanese. Handled properly, air service
negotiations with the Japanese could
enhance the ability of our passenger
and cargo carriers to participate in the
rapidly expanding Asia-Pacific market.
Handled poorly, the adverse trade con-
sequences could be colossal.

Fourth, what the Japanese are seek-
ing in these negotiations is not to level
the playing field as they suggest. Let
there be no mistake, the Japanese are
seeking no less than to tilt the com-
petitive playing field in such a way as
to enable their less efficient carriers to
compete more effectively against our
carriers. Our passenger carriers serving
the Asia-Pacific market have operating
Costs approximately half those of their
Japanese counterparts.

The Government of Japan claims the
United States-Japan bilateral aviation
agreement is fundamentally unfair and
is solely responsible for the greater
market share our passenger carriers
enjoy on service between the United
States and Japan. The facts do not sup-
port such a position. Just 10 years ago,
under the very same bilateral agree-
ment the Government of Japan now
criticizes, Japanese carriers had a larg-
er market share on transpacific routes
than United States competitors. What
is the truth? As a June 1994 report by
Japan's Council for Civil Aviation
noted, the fact is our carriers became
more competitive by lowering operat-
irig costs while Japanese carriers con-
tinue to be high cost carriers.

Similarly. the Government of Japan
claims our carriers have abused their
beyond rights and unfairly dominate
beyond markets. Again, a claim with-
out merit. Currently, Japanese pas-
senger carriers have a 34 percent share
ol? the Japan-Asia market while United
States passenger carriers have just 13

percent of that market. Moreover, our
cargo carriers have only approximately
14 percent of the Japan-Asia market.
The facts speak for themselves.

Having made these points—points I
believe are critical to the United
States-Japan air service relations de-
bate—let me turn to the question of
what our goal should be in current and
future negotiations with the Japanese.
Uncharacteristically, our carriers seem
to speak with one voice in saying we
need to seek to liberalize passenger and
cargo carrier opportunities with the
Japanese. There is disagreement, how-
ever, with regard to what strategy our
negotiators should pursue to accom-
plish this goal.

In recent weeks it has become readily
apparent the debate regarding nego-
tiating strategy will be shaped by two
fundamentally different views. To bet-
ter understand these views, one must
remember that our carriers which cur-
rently serve Japan can be separated
into two distinct groups based on the
types of service they are authorized to
provide.

The first group of carriers are the so-
called MOU carriers. These carriers—
American Airlines, Delta Air Lines,
Continental Airlines and United Parcel
Service—are permitted by a Memoran-
dum of Understanding signed in 1985 to
provide service from specific cities in
the United States to specific Japanese
cities. MOU carriers cannot use Japan
as a base of operation to directly serve
emerging Asian markets beyond Japan.
They can, however, participate in those
markets through code-sharing alli-
ances with Japanese carriers. In fact,
Delta's recently announced alliance
with All Nippon Airways will permit it
to do precisely that.

The second group of carriers, whose
rights are derived from the United
States-Japan bilateral agreement
signed in 1952, are permitted to fly to
Japan, take on and unload passengers
andlor cargo, and to fly on to cities
throughout Asia. Unlike the MOU car-
riers, the so-called 1952 carriers—
Northwest Airlines, United Airlines
and Federal Express Corp—have be-
yond rights. Northwest was a party to
the 1952 agreement. In 1985, United Air-
lines purchased its beyond rights from
Pan Am in a $750 million transaction
and Federal Express acquired the be-
yond rights of Tiger International, Inc.
in a 1989 transaction valued at more
than $1 billion.

In a recent speech, Bob Crandall, the
Chairman of American Airlines, set Out
a possible negotiating strategy for
United States-Japan aviation rela-
tions. I anticipate other MOU carriers
will embrace the strategy Mr. Crandall
advocated and I therefore refer to it as
the MOU carrier approach."

Recognizing the Japanese are un-
likely to grant beyond rights to MOU
carriers, Mr. Crandall urged our nego-
tiators to focus on increasing trans-
pacific opportunities between the Unit-
ed States and Japan. In addition to
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list of business organizations that are sub-
ject to the payment limitations.

Under current law, general partnerships
and joint ventures are not listed under the
definition of legal persons' and are thus ex
empt from the payment limitations. This ex-
emption gives farming operations a heavy
incentive to structure their businesses under
the aegis of a general partnership: the more
entities' included in the partnership. the

more payments the operation can receive.
SECTION 4

This section would repeal the most fla-
grantly-abused provision in the payment
limit laws: the Three-Entity Rule.

This rule was passed by Congress in 1987
purportedly to limit the number of sources
from which a farmer could receive payments.
In reality. though. it has mostly been an in-
vitation for farmers to structure their oper-
ations in such a way as to maximize pay-
ments.

This section would allow farmers to re-
ceive payments from any number of sources.
But because of the strict $35,000 limit we es-
tablish, and the direct attribution system.
there will be few remaining incentives for
farmers to form multiple corporations and
shell entities that exist only on paper.

SECTION 5

For any payment limitation reforms to
work, the loopholes in the rules defining who
is actively engaged in farming' need to be
tightened. Otherwise, significant dollars will
continue to flow to off-farm investors, and
big operations will continue to flout the pay-
ment limits.

This section contains several sensible
changes in the eligibility rules. Among oth-
ers, it would:

Require any individual or majority
shareholder(s) in a corporation to make a
significant contribution of 'active personal
management and active personal labor."
Current rules require only one or the other.

Require minority shareholders to contrib-
ute at least 'active management'• or '•active
labor'• on the farm. Current rules allow too
many passive stockholders to receive pay-
ments just by making a contribution of cap-
ital, land or equipment, i.e., money. If a mi-
nority shareholder does not meet this
threshold, the corporation's payments will
be reduced in proportion to that sharehold-
ers stake in the venture.

Redefine 'active personal management" to
demand a regular and consistent presence on
the farm during the growing season, to guar-
antee that payees are closely involved iii the
day-to-day operations of the farming ven-
ture. The current definition is exceedingly
vague, requiring only that the contribution
be critical to the farm's profitability.'

Toughen the requirements on landowners.
Under current law, landowners are essen-
tially exempt from the labor and manage-
ment contribution requirements, as long as
they are engaged in a true share-lease ar-
rangement with a tenant. This provision
would require that the tenant actually be
'actively engaged" for the landowner to
qualify for payments.

Lastly, this section would expressly pro-
hibit individuals or shareholders from using
their subsidy payments to account for their
required capital contribution. Under current
rules, farmers can apply their advanced defi-
ciency payments toward their capital con-
tribution, which undercuts the legal require-
ment that a recipient be at risk.

SECTION 6

This section would increase the penalties
for engaging in a scheme or device' '—-creat-
ing bogus corporations, etc.—and defrauding
the government.

Under current law, any individual or en-
tity found by the USDA to be engaged in a
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scheme or device is prohibited from receiv-
ing payments for the rest of that crop year
as well as the next crop year. This provision
would ban payments for the succeeding five
crop years. In addition, any individual or en-
tity participating in commodity programs
that is convicted of defrauding the govern-
ment would be banned from receiving pay-
ments for the next 10 years. (There is cur-
rently no additional punishment for persons
convicted of fraud.)

These steps are designed to create a real
deterrent against attempts to milk the sys-
tem and deceive the government. The exist-
ing penalties are clearly not having any im-
pact.

SECTION 7

This section would establish the effective
date of these changes as October 1. 1996..

ADDITIONAL COSPONSORS
5. 545

At the request of Mr. BUMPERS, the
name of the Senator from Hawaii [Mr.
INOUYE] was added as a cosponsor of S.
545, a bill to authorize collection of cer-
tain State and local taxes with respect
to the sale, delivery, and use of tan-
gible personal property.

5. 949

At the request of Mr. GRAHAM, the
names of the Senator from Illinois [Mr.
SIMON], the Senator from Connecticut
[Mr. DODD], and the Senator from Ar-
kansas [Mr. PRYOR] were added as co-
sponsors of 5. 949, a bill to require the
Secretary of the Treasury to mint
coins in commemoration of the 200th
anniversary of the death of George
Washington.

5. 1095

At the request of Mr. MOYNIHAN, the
name of the Senator from Illinois [Mr.
SIMON] was added as a cosponsor of S.
1095, a bill to amend the Internal Reve-
nue Code of 1986 to extend permanently
the exclusion for educational assist-
ance provided by employers to employ-
ees.

5. 1136

At the request of Mr. LEAHY, the
name of the Senator from Illinois (Ms.
MOSELEY-BRkUN] was added as a co-
sponsor of 5. 1136. a bill to control and
prevent commercial counterfeiting,
and for other purposes.

5. 1200

At the request of Ms. SNOWE. the
name of the Senator from New York
[Mr. D'AMATO] was added as a cospon-
sor of 5. 1200, a bill to establish and im-
plement efforts to eliminate restric-
tions on the enclaved people of Cyprus.

5. 1326

At the request of Mrs. FEINSTEIN, the
name of the Senator from Pennsylva-
nia [Mr. SANTORUM] was added as a co-
sponsor of 5. 1326. a bill respecting the
relationship between workers' com-
pensation benefits and the benefits
available under the Migrant and Sea-
sonal Agricultural Worker Protection
Act.

5. 1360

At the request of Mr. BENNETT, the
name of the Senator from Wyoming
[Mr. SIMPSON] was added as a cosponsor
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of 5. 1360, a bill to ensure personal pri-
vacy with respect to medical records
and health-care-related information,
and for other purposes.

AMENDMENT NO. 2942

At the request of Mr. BYRD, the
names of the Senator from South Da-
kota [Mr. DASCHLE] the Senator from
Virginia [Mr. ROBBI. the Senator from
Illinois [Mr. SIMON]. the Senator from
Minnesota [Mr. WELLSTONE], the Sen-
ator from Nevada [Mr. REID], the Sen-
ator from Arkansas [Mr. PRYOR], the
Senator from Arkansas [Mr. BUMPERS]
the Senator from New Mexico [Mr.
BINCAMAN]. the Senator from Massa-
chusetts [Mr. KENNEDY], the Senator
from Rhode Island [Mr. PELL]. the Sen-
ator from Washington [Mrs. MURRAY],
the Senator from Montana [Mr. BAU-
CUS], the Senator from Wisconsin [Mr.
FEINCOLD] the Senator from West Vir-
ginia [Mr. ROCKEFELLER], the Senator
from Hawaii [Mr. AKAKA], the Senator
from Delaware [Mr. BIDEN]. the Sen-
ator from Massachusetts [Mr. KERRY],
the Senator from Louisiana [Mr. JOHN-
STON], the Senator from Maryland [Mr.
SARBANES] the Senator from Maryland
(Ms. MJKULSKI], the Senator from Con-
necticut [Mr. DODD], the Senator from
Wisconsin [Mr. KOHL]. the Senator
from Kentucky [Mr. FORD]. the Senator
from North Dakota [Mr. CONRAD], the
Senator from Georgia [Mr. NUNN]. and
the Senator from California [Mrs.
BOXER] were added as cosponsors of
Amendment No. 2942 proposed to S.
1357, an original bill to provide for rec-
onciliation pursuant to section 105 of
the concurrent resolution on the budg-
et for fiscal year 1996.

ANOMENT NO. 2974

At the request of Mr. BYRD, the
names of the Senator from Wisconsin
[Mr. FEINCOLD], the Senator from Illi-
nois [Mr. SIMON], the Senator from
North Dakota [Mr. DORCAN], the Sen-
ator from Virginia [Mr. ROBB], the Sen-
ator from South Carolina [Mr. HOL-
LJNCS], and the Senator from Arkansas
[Mr. BUMpERS] were added as cospon-
sors of Amendment No. 2974 proposed
to 5. 1357, an original bill to provide for
reconciliation pursuant to section 105
of the concurrent resolution on the
budget for fiscal year 1996.

SENATE RESOLUTION 188—
NATIONAL DRUG AWARENESS DAY

Mr GRASSLEY submitted the follow-
ing resolution; which was referred to
the Committee on the Judiciary:

S. RES. 188
Whereas illegal drug use among the youth

of America is on the increase
Whereas illegal drug use is a major health

problem. ruining thousands of lives and cost-
ing billions of dollars;

Whereas illegal drug use contributes to
crime on the streets and in the homes of this
nation

Whereas national attention has turned
from illegal drug use to other issues, and
support for sustained programs has de-
creased:

Whereas public awareness and sustained
programs are essential to combat an on-gong
social problem;
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Whereas the answer to the illegal drug

problem lies in America's communities, with
local people involved in grass roots activities
to keep their communities safe and drug free
and to encourage personal responsibility:

Whereas the annual Red Ribbon Celebra-
tion, coordinated by the National Family
Partnership and involving over 80.000.0C0
Americans in prevention activities each
year. commemorates the sacrifices of people
on the front lines in the war against illegal
drug use:

Whereas substance abuse prevention, law
enforcement, international narcotics con-
trol, and community awareness efforts con-
tribute to preventing young people from
starting illegal drug use: and

Whereas the American people have a con-
tinuing responsibility to combat illegall
drugs use: Now, therefore, be it

Resolved. That the Senate designate Octo-
ber 30. 1995, as National Drug Awareness
Day'•.

AMENDMENTS SUBMITTED

THE BALANCED BUDGET RECONCILIATION ACT OF
'995

SPECTER AMENDMENT NO. 2985

Mr. SPECTER proposed an amend-
ment to the bill (5. 1357) to provide for
reconciliation pursuant to section 105
of the concurrent resolution on the
budget for fiscal year 1996: as follows:

On page 539. line 16, strike all that follows
through page 541, line 9.

SPECTER AMENDMENT NO. 2986

Mr. SPECTER proposed an amend-
ment to the bill 5. 1357. supra. as fol-
lows:

At the appropriate place in the bill, insert
the following new section:
SEC. . SENSE OF THE SENATE.

(a) FINDINGS—The Senate finds that—
(1) The current Internal Revenue Code.

with its myriad deductions, credits and
schedules, and over 12,000 pages of rules and
regulations, is long overdue for a complete
overhaul;

(2) It is an unacceptable waste of our na-
tion's precious resources when Americans
spend an estimated 5.4 billion hours every
year compiling information and filling Out
Internal Revenue Code tax forms, and in ad-
dition, spend hundreds of billions of dollars
every year in tax code compliance. Ameri-
cas resources could be dedicated to far more
productive pursuits.

(3) The primary goal of any tax reform
must be to unleash growth and remove the
inefficiencies of the current tax code, with a
flat tax that will expand the economy by an
estimated $2 trillion over seven years;

(4) Another important goal of tax reform is
to achieve fairness, with a single low flat tax
rate for all individuals and businesses and an
increase in personal and dependent exemp-
tions. is preferable to the current tax code:

(5) Simplicity is another critically impor-
tant goal of tax reform, and it is in the pub-
lic interest to have a ten-lined tax form that
fits on a postcard and takes 10 minutes to fill
Out

(6) The home mortgage interest deduction
is an important element in the financial
planning of millions of American families
and must be retained in a limited form: and

(7) Charitable organizations play a vital
role in our nation's social fabric and any tax
reform package must include a limited de-
duction for charitable contributions.
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(b) SENSE OF THE SENATE—It is the sense

of the Senate that Congress should proceed
expeditiously to adopt flat tax legislation
which would replace the current tax code
with a fairer, simpler, pro-growth and deficit
neutral flat tax with a low, single rate and
limited deductions for home mortgage inter-
est and charitable contributions.

GRASSLEY AMENDMENT NO. 2987
(Ordered to lie on the table.)
Mr. GRASSLEY submitted an

amendment intended to be proposed by
him to the bill 5. 1357. supra, as fol-
lows:

Before ": and" at the end of sec. 2111
(a)(l)(D), insert the following: ": however.
the payment of burial andlor funeral ex-
penses of the individual shall be subject to 42
U.S.C. 1382b(a) (2) (B) and I 382b(d)'

BAUCUS (AND OTHERS)
AMENDMENT NO. 2988

Mr. BAUCUS (for himself, Mr. ROTH.
Mr. LIEBERMAN, Mr. WELLSTONE, Mr.
BIDEN, and Mr. LAUTENBERG) proposed
an amendment to the bill 5. 1357.
supra. as follows:

On page 272. strike line 21 and all that fol-
lows through page 293, line 22.

On page 161. strike line 3 and all that fol-
lows through page 178, line 7.

ABRAHAM (AND OTHERS)
AMENDMENT NO. 2989

(Ordered to lie on the table.)
Mr. ABRAHAM (for himself. Mr.

LIEBERMAN, Mr. DEWINE, arid Mr.
BREAux) submitted an amendment in-
tended to be proposed by them to the
bill 5. 1357. supra. as follows:

At the end of title XII. add the following
new subtitle:

Subtitle K—Enhanced Enterprise Zones
SEC. 12971. SHORT TITLE.

This subtitle may be cited as the "En-
hanced Enterprise Zones Act of 1995".
SEC. 12972. FINDINGS AND PURPOSE.

(a) FININGS.—The Congress makes the fol-
lowing findings:

(I) Many of the Nation's urban centers are
places with high levels of poverty, high rates
of welfare dependency, high crime rates, poor
;chools, and joblessness.

(2) Federal tax incentives and regulatory
reforms can encourage economic growth. job
creation and small business formation in
many urban centers.

(3) Encouraging private sector investment
in America's economically distressed urban
and rural areas is essential to breaking the
cycle of poverty and the related ills of crime,
drug abuse. illiteracy, welfare dependency.
and unemployment.

(4) The provisions creating empowerment
ones that were enacted in 1993 should be en-
tianced by providing incentives to increase
entrepreneurial growth, capital formation,
job creation. educational opportunities, and
homeownership in designated enterprise
communities and empowerment zones.

(b) PURPOSE—The purpose of this subtitle
i; to increasejob creation, small business ex-
pansion and formation. educational opportu-
nities. and homeownership in economically
depressed areas by providing Federal tax in-
certives, regulatory reforms, school reform
pilot projects, and homeownership incen-
tives.

CHAPTER 1—FEDERAL TAX INCENTIVES
SFC. 12973. AMENDMENTS TO sUBcHAPTER u.

(a) IN GENERAL—Subchapter U of chapter 1
(relating to designation and treatment of
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empowerment zones, enterprise commu -
nities, and rural development investment
areas) is amended—

(I) by redesignating part IV as part V.
(2) by redesignating section 1397D as sec-

tion 1397F, and
(3) by inserting after part III the following

new part:
PART IV—ADDITIONAL INCENTIVES FOR

EMPOWERMENT ZONES AND ENTER-
PRISE COMMUNITIES

"Sec. 1397D. Empowerment zone and enter-
prise community capital gain.

Sec. 1397E. Empowerment zone and enter-
prise community stock.

'SEC. 1397D. EMPOWERMENT ZONE AND ENTER-
PRISE COMMUNITY CAPITAL GAIN.

(a) GENERAl.. RULE—Gross income does
not include any qualified capital gain recog-
nized on the sale or exchange of a qualified
zone asset held for more than 5 years.

(b) QUALIFIED ZONE ASSET—For purposes
of this section—

(I) IN GENERAL—The term qualified zone
asset' means—

(A) any qualified zone stock.
(B) any qualified zone business property.

and
(C) any qualified zone partnership inter-

est.
(2) QUALIFIED ZONE STOCK.—
(A) IN GENERAL—Except as provided in

subparagraph (B). the term 'qualified zone
stock' means any stock in a domestic cor-
poration if—

(i) such stock is acquired by the taxpayer
on original issue from the corporation solely
in exchange for cash,

"(ii) as of the time such stock was issued,
such corporation was an enterprise zone
business (or. in the case of a new corpora-
tion, such corporation was being organized
for purposes of being an enterprise zone busi-
ness), and

"(iii) during substantially all of the tax-
payer's holding period for such stock, such
corporation qualified as an enterprise zone
business.

(B) EXCLUSION OF STOCK FOR WHICH DEDUC-
TION UNDER SECTION 1397E ALLOWED.—The
term 'qualified zone stock shall not include
any stock the basis of which is reduced under
section 1397E.

(C) REtEMI'TiONS.—The term qualified
zone stock' shall not include any stock ac-
quired from a corporation which made a sub-
stantial stock redemption or distribution
(without a bona fide business purpose there-
for) in an attempt to avoid the purposes of
this section.

(3) QUAIJFIED ZONE BUSINESS PROPERTY.—
(A) IN GENERAL—The term 'qualified zone

business property' means tangible property
if—

(i) such property was acquired by the tax-
payer by purchase (as defined in section
179(d) (2)) after the date on which the designa-
tion of the empowerment zone or enterprise
community took effect,

(ii) the original use of such property in
the empowerment zone or enterprise commu-
nity commences with the taxpayer. and

(iii) during substantially all of the tax-
payers holding period for such property.
substantially all of the use of such property
was in an enterprise zone business of the tax-
payer.

(B) SPECIAL RULE FOR SUBSTMrnAL IM-
PROVEMENTS.—

(i) IN GENERAL—The requirements of
clauses (i) and (ii) of subparagraph (A) shall
be treated as satisfied with respect to—

(I) property which is substantially im-
proved by the taxpayer, and

"(II) any land on which such property is lo-
cated.
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'(ii) SUBSTANTIAL IMPROVEMENT—For pur-

poses of clause (i). property shall be treated
as substantially improved by the taxpayer if.
during any 24-month period beginning after
the date on which the designation of the
empowerment zone or enterprise community
took effect, additions to basis with respect
to such property in the hands of the taxpayer
exceed the greater of—

"(I) an amount equal to the adjusted basis
at the beginning of such 24-month period in
the hands of the taxpayer. or

(II) $5,000.
(C) LIMITATION ON LAND—The term 'quali-

fied zone business property' shall not include
land which is not an integral part of an en-
terprise zone business.

"(4) QUAUFIED ZONE PAKThIERSHIP INTER-
EST.—The term 'qualified zone partnership
interest means any interest in a partnership
if—

(A) such interest is acquired by the tax-
payer from the partnership solely in ex-
change for cash,

(B) as of the time such interest was ac-
quired, such partnership was an enterprnse
zone business (or, in the case of a new part-
nership, such partnership was being orga-
nized for purposes of being an enterprise zone
business), and

(C) during substantially all of the tax-
payer's holding period for such interest, such
partnership qualified as an enterprise zone
business.
A nile similar to the rule of paragraph (2) (C)
shall apply for purposes of this paragraph.

(5) TREATMEr'T OF SUBSEQUENT PUR-
CHASERS—The term qualified zone asset' in-
cludes any property which would be a quali-
fied zone asset but for paragraph (2) (A) (i).
(3)(A)(ii), or (4)(A) in the hands of the tax-
payer if such property was a qualified zone
asset in the hands of all prior holders.

(6) 10-YEAR SAFE HARBOR.—If any property
ceases to be a qualified zone asset by reason
of paragraph (2) (A) (iii). (3) (A) (iii), or (4) (C)
after the 10-year period beginning on the
date the taxpayer acquired such property.
such property shall continue to be treated as
meeting the requirements of such paragraph
except that the amount of gain to which sub-
section (a) applies on any sale or exchange of
such property shall not exceed the amount
which would be qualified capital gain had
such property been sold on the date of such
cessation.

(7) TREATMENT OF ZONE TERMINATIONS.—
The termination of any designation of an
area as an empowerment zone or enterprise
community shall be disregarded for purposes
of determining whether any property is a
qualified zone asset.

(c) OTHER DEFINITIONS AND SPECIAL
RULES—For purposes of this section—

(1) QUAUFIED CAPITAL GAIN—Except as
otherwise provided in this subsection, the
term 'qualified capital gain means any long-
term capital gain recognized on the sale or
exchange of a qualified zone asset held for
more than 5 years.

(2) CERTAIN GAIN ON REAL PROPERTY NOT
QUALIFIED—The term 'qualified capital gain'
shall not include any gain which would be
treated as ordinary income under section
1250 if section 1250 applied to all depreciation
rather than the additional depreciation.

(3) GAIN ATTRIBUTABLE TO PERIODS AFTER
TERMINATION OF ZONE DESIGNATION NOT QUALI-
FIED.—The term qualified capital gain' shall
not include any gain attributable to periods
after the termination of any designation of
an area as an empowerment zone or enter-
prise community.

(4) RELATED PARTY TRANSACTIONS—The
term qualified capital gain shall not in-
clude any gain attributable, directly or indi-
rectly, in whole or in part. to a transaction
with a related person.
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(5) ENTERPRISE ZONE BUSINESS—The term

'enterprise zone business has the meaning
given such term by section 1394(b) (3), except
that, in applying section 1394(b) (3), the term
'qualified business' shall not include any
trade or business of producing property of a
character subject to the allowance for deple-
tion under section 611,

(d) TREATMENT OF PASS-THRU ErrrrjEs.—
"(1) SALES AND EXCHANGES—Gain on the

sale or exchange of an interest in a pass-thru
entity held by the taxpayer (other than an
interest in an entity which was an enterprise
zone business during substantially all of the
period the taxpayer held such interest) for
more than 5 years shall be treated as gain
described in subsection (a) to the extent such
gain is attributable to amounts which would
be qualified capital gain on qualified zone as-
sets (determined as if such assets had been
sold on the date of the sale or exchange) held
by such entity for more than 5 years and
throughout the period the taxpayer held
such interest, A rule similar to the rule of
paragraph (2) (C) shall apply for purposes of
the preceding sentence.

"(2) INCOME INCLUSIONS.—
"(A) IN GENERAL—Any amount included in

income by reason of holding an interest in a
pass-thru entity (other than an entity which
was an enterprise zone business during sub-
stantially all of the period the taxpayer held
the interest to which such inclusion relates)
shall be treated as gain described in sub-
section (a) if such amount meets the require-
ments of subparagraph (B).

"(B) REQUIREMENTS—An amount meets
the requirements of this subparagraph if—

'(i) such amount is attributable to quali-
fied capital gain recognized on the sale or ex-
change by the pass-thru entity of property
which is a qualified zone asset in the hands
of such entity and which was held by such
entity for the period required under sub-
section (a), and

"(ii) such amount is includible in the gross
income of the taxpayer by reason of the
holding of an interest in such entity which
was held by the taxpayer on the date on
which such pass-thru entity acquired such
asset and at all times thereafter before the
disposition of such asset by such pass-thru
entity,

'(C) LIMITATION BASED ON INTEREST ORIGI-
NALLY HELD BY TAXPAYER—Subparagraph (A)
shall not apply to any amount to the extent
such amount exceeds the amount to which
subparagraph (A) would have applied if such
amount were determined by reference to the
interest the taxpayer held in the pass-thru
entity on the date the qualified zone asset
was acquired,

'(3) PASS-THRU ENTiTy—For purposes of
this subsection, the term 'pass-thru entity'
means—

(A) any partnership,
'(B) any S corporation,
'(C) any regulated investment company,

and
"(D) any common trust fund,
"(e) SALES AND ExCNGES OF IN'rERESlS IN

PARTNERS1-UPS AND S COipo1TIONS WHICH
ARE QUALIFiED ZONE BUSINESSES—In the
case of the sale or exchange of an interest in
a partnership, or of stock in an S corpora.
tion, which was an enterprise zone business
during substantially all of the period the
taxpayer held such interest or stock, the
amount of qualified capital gain shall be de-
termined without regard to—

"(I) any intangible, and any land. which is
not an integral part of any qualified business
(as defined in section 1397B(b) except that
references to empowerment zones shall be
treated as including references to enterprise
communities). and
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'(2) gain attributable to periods before the

designation of an area as an empowerment
zone or enterprise community,

'(f) CERTAIN TAX-FREE AND OThER TRANS-
FERS—For purposes of this section—

"(1) IN GENERAL—In the case of a transfer
of a qualified zone asset to which this sub-
section applies, the transferee shall be treat-
ed as—

"(A) having acquired such asset in the
same manner as the transferor, and

"(B) having held such asset during any
continuous period immediately preceding
the transfer during which it was held (or
treated as held under this subsection) by the
transferor.

"(2) TRANSFERS TO i1CH SUBSECTION AP-
PLIES—This subsection shall apply to any
transfer—

"(A) by gift.
'(B) at death, or
"(C) from a partnership to a partner there-

of of a qualified zone asset with respect to
which the requirements of subsection (d) (2)
are met at the time of the transfer (without
regard to the 5-year holding requirement).

"(3) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of section
1244(d) (2) shall apply for purposes of this sec-
tion.
"SEC. 1397E. EMPOWERMENT ZONE AND ENTER-

PRISE COMMUNITY STOCK.
"(a) GENERAL RULE—At the election of

any individual. the aggregate amount paid
by such taxpayer during the taxable year for
the purchase of enterprise zone stock on the
original issue of such stock by a qualified is-
suer shall be allowed as a deduction.

"(b) LIMITATIONS.—
"(1) CEIUNG.—
"(A) IN GENERAL—The maximum amount

allowed as a deduction under subsection (a)
to a taxpayer shall not exceed—

'(i) $100,000 for any taxable year, and
(ii) when added to the aggregate amount

allowed as a deduction under this section in
all prior years. $500,000,

"(B) EXCESS AMOUNTS—If the amount oth-
erwise deductible by any person under sub-
section (a) exceeds the limitation under—

'(i) subparagraph (A)(i), the amount of
such excess shall be treated as an amount
paid in the next taxable year. and

'(ii) subparagraph (A), the deduction al-
lowed for any taxable year shall be allocated
proportionately among the enterprise zone
stock purchased by such person on the basis
of the respective purchase prices per share,

(2) RELATED PERSON.—The taxpayer and
members of the taxpayer's family shall be
treated as one person for purposes of para-
graph (1) and the limitations contained in
such paragraph shall be allocated among the
taxpayer and such members in accordance
with their respective purchases of enterprise
zone stock. For purposes of this paragraph.
an individual's family includes only such in-
dividual's spouse and minor children,

"(3) PARFIAL TAXABLE YEAR.—If designa-
tion of an area as an empowerment zone or
enterprise community occurs, expires. or is
revoked pursuant to section 1391 on a date
other than the first or last day of the taxable
year of the taxpayer. or in the case of a short
taxable year. the limitations specified in
paragraph (1) shall be adjusted on a pro rata
basis (based upon the number of days).

"(c) ENTERPRISE ZONE STOCK—For pur-
poses of this section—

"(1) IN GENERAL—The term 'enterprise
zone stock' means stock of a corporation if—

"(A) such stock is acquired on original
issue from the corporation. and

"(B) such corporation is. at the time of
issue. a qualified enterprise zone issuer.

"(2) PROCEEDS MUST BE INVESTED IN QUAU-
FlED ENTERPRISE ZONE PROPERTY.—'-
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(A) IN GENERAL—Such term shall include

such stock oniy to the extent that the pro-
ceeds of such issuance are used by such is-
suer during the 12-month period beginning
on the date of issuance to purchase (as de-
fined in section 179(d)(2)) qualified enterprse
zone property.

-. (B) QUAUFIED ENTERPRISE ZONE PROP-
ERTY—For purposes of this section. the term
qualified enterprise zone property means
property to which section 168 applies (or
would apply but for section 179)—

(i) the original use of which commences
in an empowerment zone or enterprise com-
munity with the issuer, and

'(ii) substantially all of the use of which is
in such empowerment zone or enterprise
community.

(3) REDEMPTiONS—The term enterprise
zone stock shall not include any stock ac-
quired from a corporation which made a sub-
stantial stock redemption or distributiori
(without a bona fide business purpose there-
for) in an attempt to avoid the purposes of
this section.

-. (d) Qu.unED ENTERPRISE ZONE ISSUER.-- -
For purposes of this section. the term quali-
fied enterprise zone issuer means any do-
mestic C corporation if—

(1) such corporation is a corporation de
scribed in section 1397B(b) (except that in ap
plying such section the references to
empowerment zones shall be treated as in-
cluding references to enterprise commu-
nities) or, in the case of a new corporation.
such corporation is being organized for pur-
poses of being such a corporation.

(2) such corporation does not have more
than one class of stock,

'(3) the sum of—
(A) the money,
(8) the aggregate unadjusted bases of

property owned by such corporation, and
• (C) the value of property leased to the

corporation (as determined under regula-
tions prescribed by the Secretary).
does not exceed $50,000,000, and

'(4) more than 20 percent of the total vot-
ing power, and 20 percent of the total value.
of the stock of such corporation is owned di-
rectly by individuals or estates or indirectly
by individuals through partnerships or
trusts.
The determination under paragraph (3) shall
be made as of the time of issuance of the
stock in question but shall include amounts
received for such stock.

(e) DISPOSITIONS OF STOCK.—
'(1) BASIS REDUCTION.—For purposes of this

title, the basis of any enterprise zone stock
shall be reduced by the amount of the deduc-
tion allowed under this section with respect
to such stock.

(2) DEDUCTION RECAPTURED AS ORDINARY
INCOME.—For purposes of section 1245—

(A) any stock the basis of which is re-
duced under paragraph (1) (and any other
property the basis of which is determined in
whole or in part by reference to the adjusted
basis of such stock) shall be treated as sec-
tion 1245 property, and

(B) any reduction under paragraph (1)
shall be treated as a deduction allowed for
depreciation.
If an exchange of any stock described in
paragraph (1) qualifies under section 354(a).
355(a). or 356(a). the amount of gain recog-
nized under section 1245 by reason of this
paragraph shall not exceed the amount of
gain recognized in the exchange (determined
without regard to this paragraph).

(3) CERTAIN EVENTS TREATED AS DISPOSI-
TIONS.—For purposes of determining the
amount treated as ordinary income under
section 1245 by reason of paragraph (2). para-
graph (3) of section 1245(b) (relating to cer-
tain tax-free transactions) shall not apply.
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(4) INTEREST CHARGED IF DISPOSITION WITh-

IN 5 YEARS OF PURCHASE.—
(A) IN GENERAL.—If—
(i) a taxpayer disposes of any enterprise

zone stock with respect to which a deduction
was allowed under subsection (a) (or any
other property the basis of which is deter-
mined in whole or in part by reference to the
adjusted basis of such stock) before the end
of the 5-year period beginning on the date
such stock was purchased by the taxpayer,
and

-. (ii) section 1245(a) applies to such disposi-
tion by reason of paragraph (2),
then the tax imposed by this chapter for the
taxable year in which such disposition oc-
curs shall be increased by the amount deter-
mined under subparagraph (B).

(B) ADDITIONAL AMOUNT—For purposes of
subparagraph (A), the additional amount
shall be equal to the amount of interest (de-
termined at the rate applicable under sec-
tion 6621 (a) (2)) that would accrue—

-. (i) during the period beginning on the
date the stock was purchased by the tax-
payer and ending on the date of such disposi-
tion by the taxpayer, and

(ii) on an amount equal to the aggregate
decrease in tax of the taxpayer resulting
from the deduction allowed under this sub-
section (a) with respect to such stock.

-. (C) SPECIAL R(JLE.—Any increase in tax
under subparagraph (A) shall not be treated
as a tax imposed by this chapter for purposes
of—

- (i) determining the amount of any credit
allowable under this chapter, and

'(ii) determining the amount of the tax
imposed by section 55.

(f) DISQUALInCATION.—
(1) ISSUER CEASES TO QUALIFY—If. during

the 10-year period beginning on the date en-
terprise zone stock was purchased by the
taxpayer, the issuer of such stock ceases to
be a qualified enterprise zone issuer (deter-
mined without regard to subsection (d)(3)).
then notwithstanding any provision of this
subtitle other than paragraph (2), the tax-
payer shall be treated for purposes of sub-
section (e) as disposing of such stock (and
any other property the basis of which is de-
termined in whole or in part by reference to
the adjusted basis of such stock) during the
taxable year during which such cessation oc-
curs at its fair market value as of the 1st day
of such taxable year.

(2) CESSATION OF ENTERPRISE ZONE STATUS
NOT TO CAUSE RECAPTURE—A corporation
shall not fail to be treated as a qualified en-
terprise zone issuer for purposes of para-
graph (1) solely by reason of the termination
or revocation of a designation as an
empowerment zone or enterprise community,
as the case may be.

- (g) OmEi SPECIAL RULES.—
- (I) APPLICATION OF LIMITS TO PARTNER-

SHIPS AND S CORPORATIONS.—In the case of a
partnership or an S corporation. the limita-
tions under subsection (b) shall apply at the
partner and shareholder level and shall not
apply at the partnership or corporation
level.

(2) DEDUCTION NOT ALLOWED TO ESTATES
AND TRUSTS—Estates and trusts shall not be
treated as individuals for purposes of this
section."

(b) ADDITIONAL EXPENSING.—Section 1397A
(ri-elating to increase in expensing under sec-
tion 179) is amended—

(1) in subparagraph (A) of subsection (a)(l),
by striking $20,000" and inserting '$35,000'.
and

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

-, (c) ENTERPRISE ZONE BUSINESS—For pur-
poses of this section. the term enterprise
zone business has the meaning given such
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term by section 13978. except that in apply-
ing such section references to empowerment
zones shall be treated as including references
to enterprise communities.

(c) TECHNICAL AMENDMENT—Subsection (a)
of section 1016 (relating to adjustments to
basis) is amended by striking and" at the
end of paragraph (24), by striking the period
at the end of paragraph (25) and inserting
and"; and by adding at the end the following
new paragraph:

(26) to the extent provided in section
1397E(b), in the case of stock with respect to
which a deduction was allowed or allowable
under section 1397E(a).'

(d) CLERICAL AND CONFORMING AMENO-
MENTS.—

(I) The table of parts for subchapter U is
amended by striking the item relating to
part IV and inserting the following new
items;
Part IV. Additional incentives for

empowerment zones and enter-
prise communities.

Part V. Regulations.'
(2) The table of sections for part V of sub-

chapter U of chapter 1. as redesignated by
subsection (a)(l), is amended by redesignat-
ing the item relating to section 1397D as sec-
tion 1397F.

(3) Section 1397F. as so redesignated, is
amended by striking and III" each place it
appears and inserting , III, and 1V'.

(e) EFFECTIVE DATE—The amendments
made by this section apply to taxable years
beginning after December 31. 1995.
SEC. 12974. COMMERCIAL REVITALIZATION TAX

CREDIT.
(a) ALLOWANCE OF CREDIT.—Section 46 (re-

lating to investment credit) is amended by
striking 'and' at the end of paragraph (2),
by striking the period at the end of para-
graph (3) and inserting ', and', and by add-
ing at the end the following new paragraph:

"(4) the commercial revitalization credit.'
(b) COMrRCIAL REvrrALIZATION CREDIT.—

Subpart E of part IV of subchapter A of chap-
ter 1 (relating to rules for computing invest-
ment credit) is amended by inserting after
section 48 the following new section:
"SEC. 48A. COMMERCIAL REVITALIZATION CRED-

IT.
'(a) GENERAL RULE—For purposes of sec-

tion 46, except as provided in subsection (e),
the commercial revitalization credit for any
taxable year is an amount equal to the appli-
cable percentage of the qualified revitaliza-
tion expenditures with respect to any quali-
fied revitalization building.

(b) APPLICABLE PERCENTAGE—For pur-
poses of this section—

-'(1) IN GENERAL—The term applicable per.
centage' means—

(A) 20 percent. or
(B) at the election of the taxpayer. 5 per-

cent for each taxable year in the credit pe-
riod.
The election under subparagraph (B). once
made, shall be irrevocable.

"(2) CREDIT PERJOD.—
'(A) IN GENERAL—The term 'credit period'

means. with respect to any building, the pe-
riod of 10 taxable years beginning with the
taxable year in which the building is placed
in service.

'(8) APPUCABLE RULES—Rules similar to
the rules under paragraphs (2) and (4) of sec-
tion 42(f) shall apply.

'(c) QUALIFIED REVITALIZATION BUILDINGS
AND EXPENDITURES—For purposes of this
section—

'(1) QUALIFIED REvrrALIZATION BUILDING—
The term 'qualified revitalization building
means any building (and its structural com-
ponents) if—

"(A) such building is located in an eligible
commercial revitalization area.



S 16114
(B) a commercial revitalization credit

amount is allocated to the building under
subsection (e). and

(C) depreciation (or amortization in lieu
of depreciation) is allowable with respect to
the building.

(2) QUALIFIED REHABILITATION EXPENDI-
TURE.—

(A) IN GENERAL—The term qualified re-
habilitation expenditure means any amount
properly chargeable to capital account—

(i) for property for which depreciation is
allowable under section 168 and which is—

"(I) nonresidential real property, or
(II) an addition or improvement to prop-

erty described in subclause (I),
(ii) in connection with the construction

or substantial rehabilitation or reconstruc-
tion of a qualified revitalization building,
and

(iii) for the acquisition of land in connec-
tion with the qualified revitalization build-
ing.

(B) DOLLAR LIMITATION—The aggregate
amount which may be treated as qualified
revitalization expenditures with respect to
any qualified revitalization building for any
taxable year shall not exceed $10,000,000. re-
duced by any such expenditures with respect
to the building taken into account by the
taxpayer or any predecessor in determining
the amount of the credit under this section
for all preceding taxable years.

(C) CERTAIN EXPENDITURES NOT IN-
CLUDED—The term qualified revitalization
expenditure' does not include—

(i) STRAIGHT LINE DEPRECIATION MUST BE
USED—Any expenditure (other than with re-
spect to land acquisitions) with respect to
which the taxpayer does not use the straight
line method over a recovery period deter-
mined under subsection (c) or (g) of section
168. The preceding sentence shall not apply
to any expenditure to the extent the alter-
native depreciation system of section 168(g)
applies to such expenditure by reason of sub-
paragraph (B) or (C) of section 168(g) (1).

"(ii) ACQuIsmON COSTS—The costs of ac-
quiring any building or interest therein and
any land in connection with such building to
the extent that such costs exceed 30 percent
of the qualified revitalization expenditures
determined without regard to this clause.

'(iii) O'niER CREDITS—Any expenditure
which the taxpayer may take into account in
computing any other credit allowable under
this part unless the taxpayer elects to take
the expenditure into account only for pur-
poses of this section.

(3) ELIGIBLE COMMERCIAL REVITALIZATION
AREA—The term eligible commercial revi-
talization area' means an empowerment zone
or enterprise community designated under
subchapter U.

(4) SUBSTANTIAL REHABILITATION OR RE-
CONSTRUCTION—For purposes of this sub-
section, a rehabilitation or reconstruction
shall be treated as a substantial rehabilita-
tion or reconstruction only if the qualified
revitalization expenditures in connection
with the rehabilitation or reconstruction ex-
ceed 25 percent of the fair market value of
the building (and its structural components)
immediately before the rehabilitation or re-
construction.

(d) WHEN EXPENDfl1JRES TAKEN Ir'4'ro AC-
COUNT.—

"(1) IN GNERAL.—Qua1ified revitalization
expenditures with respect to any qualified
revitalization building shall be taken into
account for the taxable year in which the
qualified rehabilitated building is placed in
service. For purposes of the preceding sen-
tence. a substantial rehabilitation or recon-
struction of a building shall be treated as a
separate building.

(2) PROGRESS EXPENDITURE PAYMENTS.—
Rules similar to the rules of subsections
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(b) (2) and (d) of section 47 shall apply for pur-
poses of this section.

(e) LIMITATION ON AGGREGATE CRDrrs AL-
LOWABLE WITH RESPECT TO BUILDINGS LO-
CATED IN A STATE.—

(1) IN GENERAL—The amount of the credit
determined under this section for any tax-
able year with respect to any building shall
not exceed the commercial revitalization
credit amount (in the case of an amount de-
termined under subsection (b)(1)(B), the
present value of such amount as determined
under the rules of section 42(b)(2)(C)) allo-
cated to such building under this subsection
by the commercial revitalization credit
agency. Such allocation shall be made at the
same time and in the same manner as under
paragraphs (1) and (7) of section 42(h).

(2) COMMERCIAL REVITALIZATION CREDIT
AMOUNT FOR AGENCIES.—

(A) IN GENERAL—The aggregate commer-
cial revitalization credit amount which a
commercial revitalization credit agency may
allocate for any cakndar year is the amount
of the State commercial revitalization credit
ceiling determined under this paragraph for
such calendar year for such agency.

(B) STATE COMMERCIAL REVITALIZATION
CREDIT CEILING.—

(i) IN GENERAL—The State commercial
revitalization credit ceiling applicable to
any State for any calendar year is $2,000,000
for each empowerment zone and enterprise
community in the State designated under
subchapter U.

(ii) SPECIAL RULE ERE ZONE OR COMMU-
NITY LOCATED IN MORE THAN I STATE—If an
empowerment zone or enterprise community
is located in more than 1 State, a State's
share of the amount specified in clause (i)
with respect to such zone or community
shall be an amount that bears the same ratio
to $2,000,000 as the population in the State
bears to the population in all States in
which such zone or community is located.

(iii) OTHER SPECIAL RULES—Rules similar
to the rules of subparagraphs (D), (E). (F).
and (C) of section 42(h)(3) shall apply for pur-
poses of this subsection.

(C) COMRCIAL REVITALIZATION CREDIT
AGENCY—For purposes of this section, the
term 'commercial revitalization credit agen-
cy means any agency authorized by a State
to carry Out this section.

(f) RESPONSIBILITIES OF COMMERCIAL REVI-
TALIZATION CREDIT AGENCIES.—

(1) PLANS FOR ALLOCATION—Notwith-
standing any other provision of this section,
the commercial revitalization credit dollar
amount with respect to any building shall be
zero unless—

(A) such amount was allocated pursuant
to a qualified allocation plan of the cornmer-
cia! revitalization credit agency which is ap-
proved by the governmental unit (in accord-
ance with rules similar to the rules of sec-
tion 147(0(2) (other than subparagraph (B)(ii)
thereof)) of which such agency is a part. and

(B) such agency notifies the chief execu-
tive officer (or its equivalent) of the localju-
risdiction within which the building is lo-
cated of such project and provides such indi-
vidual a reasonable opportunity to comment
on the project.

(2) QUALIFIED ALLOCATION PLAN—For pur-
poses of this subsection, the term 'qualified
allocation plan means any plan—

(A) which sets forth selection criteria to
be used to determine priorities of the com-
mercial revitalization credit agency which
are appropriate to local conditions,

(B) which considers—
(i) the degree to which a project contrib-

utes to the implementation of a strategic
plan that is devised for an eligible commer-
cial revitalization area through a citizen
participation process,
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(ii) the amount of any increase in perma-

nent, full-time employment by reason of any
project. and

'(iii) the active involvement of residents
and nonprofit groups within the eligible
commercial revitalization area, and

(C) which provides a procedure that the
agency (or its agent) will follow in monitor-
ing for compliance with this section.

(g) TERMINATION—This section shall not
apply to any building placed in service after
December31, 2000."

(c) CONFORMING AMENDMENTS.—
(1) Section 39(d) is amended by adding at

the end the following new paragraph:
(7) NO CARRYBACK OF SECTION 48A CREDIT

BEFORE ENACTMENT—No portion of the un-
used business credit for any taxable year
which is attributable to any commercial re-
vitalization credit determined under section
48A may be carried back to a taxable year
ending before the date of the enactment of
section 48A."

(2) Subparagraph (B) of section 48(a)(2) is
amended by inserting or commercial revi-
talization after 'rehabilitation' each place
it appears in the text and heading thereof.

(3) Subparagraph (C) of section 49(a)(l) is
amended by striking and" at the end of
clause (ii), by striking the period at the end
of clause (iii) and inserting '. and", and by
adding at the end the following new clause:

"(iv) the basis of any qualified revitaliza-
tion building attributable to qualified revi-
tal ization expenditures."

(4) Paragraph (2) of section 50(a) is amend-
ed by inserting 'or 48A(d)(2Y' after 'section
47(d)' each place it appears.

(5) Subparagraph (B) of section 50(a)(2) is
amended by adding at the end the following
new sentence: "A similar rule shall apply for
purposes of section 48A.'

(6) Paragraph (2) of section 50(b) is amend-
ed by striking ' and" at the end of subpara-
graph (C), by striking the period at the end
of subparagraph (D) and inserting . and'.
and by adding at the end the following new
subparagraph:

a qualified revitalization building to
the extent of the portion of the basis which
is attributable to qualified revitalization ex-
penditures."

(7) Subparagraph (C) of section 50(b)(4) is
amended by inserting "or commercial revi-
talization" after rehabilitated" each place
it appears in the text or heading thereof.

(8) Subparagraph (C) of section 469(i)(3) is
amended—

(A) by inserting 'or section 48A" after
"section 42"; and

(B) by striking "CREDIT' in the heading
and inserting "AND COMMERCIAL REVITALIZA-
TION CREDITS".

(d) EFFECTIVE DATE. —The amendments
made by this section shall apply to property
placed in service after December 31, 1995.

CHAPTER 2—REGULATORY FLEXIBILITY
SEC. 12915. DEFINITION OF SMALL ENTITIES IN

EMPOWERMENT ZONES AND ENTER-
PRISE COMMUNITIES FOR ANALYSIS
OF REGULATORY FUNCTIONS.

Section 601 of title 5, United States Code,
is amended—

(1) by striking "and' at the end of para-
graph (5): and

(2) by striking paragraph (6) and inserting
the following:

'(6) the term 'small entity' means—
"(A) a small business. small organization.

or small governmental jurisdiction defined
in paragraphs (3). (4). and (5) of this section:
and

"(B) (i) any enterprise zone business (as de-
fined by section 1394(b)(3) of the Internal
Revenue Code of 1986):

"(ii) any unit of government that nomi-
nated an area which the appropriate Sec-
retary designates as an empowerment zone
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or enterprise community (within the mean-
ing of section 1391 of the Internal Revenue
Code of 1986) that has a rule pertaining to
the carrying out of any project, activity, or
undertaking within such zone or community;
and

(iii) any not-for-profit enterprise carrying
out a significant portion of its activities
within such a zone or community.
For purposes of subparagraph (B)(ii). the
term •appropriate Secretary' has the mean-
ing given such term by section 1393(a)(l) of
the Internal Revenue Code of 1986.
SEC. 12976. WAIVER OR MODIFICATION OF AGEN-

CY RULES IN EMPOWERMENT ZONES
AND ENTERPRISE COMMUNITIES.

(a) IN GENERAL—Chapter 6 of title 5. Unit-
ed States Code. is amended by adding after
section 612 the following new section:
1613. Waiver or modification of agency rules

in empowerment zones and enterprise com-
munities

(a) Upon the written request of any gov-
ernment which nominated an area that the
appropriate Secretary has designated as an
empowerment zone or enterprise community
under section 1391 of the Internal Revenue
Code of 1986. an agerry is authorized, in
order to further thejob creation, community
development, or economic revitalization ob-
jectives with respect to such zone or commu
nity, to waive or modify all or part of any
rule which such agency has authority to pro.
mulgate. as such rule pertains to the carry
ing Out of projects, activities, or undertak.
ings within such zone or community.

(b) Nothing in this section shall authorize
an agency to waive or modify any rule adopt-
ed to carry out a statute or Executive order
which prohibits, or the purpose of which is to
protect persons against, discrimination on
the basis of race, color, religion, sex, familial
status, national origin, age. or handicap.

(c) A request under subsection (a) shall
specify the rule or rules to be waived or'
modified and the change proposed, and shall
briefly describe why the change would pro.
mote the achievement of the job creation.
community development, or economic revi-
talization objectives of the empowerment
zone or enterprise community. If such a re-
quest is made to any agency other than the
Department of Housing and Urban Develop-
ment or the Department of Agriculture, the
requesting government shall send a copy of
the request to the Secretary of Housing and
Urban Development or to the Secretary of
Agriculture, whichever is appropriate, at the
time the request is made.

(d) Any petition for a modification or
waiver shall—

(i) identify the requirements for which
the modification or waiver is sought;

(ii) identify the existing or proposed busi-
ness or type of business to which the modi-
fication or waiver would pertain:

(iii) demonstrate that the public interest
which the proposed change would serve in
furthering such job creation, community de-
velopment, or economic revitalization out-
weighs the public interest which continu-
ation of the rule unchanged would serve;

(iv) demonstrate the extent to which the
proposed change is likely to further job cre-
ation, community development, or economic
revitalization within the empowerment zone
or enterprise community against the effect
the change is likely to have on the underly-
ing purposes of applicable statutes in the ge-
ographic area which would be affected by the
change: and

(v) demonstrate that the waiver or modi-
fication is necessary because the existing
rule impedes the implementation of an exist-
ing or proposed business or type of business
that furthers job creation, community devel-
opment, or economic revitalization.
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'(e) The agency may approve, in its discre-

tion. a petition upon determining that the
petition meets the above-stated criteria. The
agency shall not approve any request to
waive or modify a rule if that waiver or
modification would—

(1) violate a statutory requirement (in-
cluding any requirements of the Fair Labor
Standards Act of 1938 (52 Stat, 1060: 29 U.S.C.
201 et seq.)): or

(2) be likely to present a significant risk
to the public health, including environ-
mental or occupational health or safety or of
environmental pollution.

(f) A modified rule shall be enforceable as
if it were the issuance of an amendment to
the rule being modified or waived.

(g) If a request is disapproved, the agency
shall inform all the requesting governments.
and the appropriate Secretary (as defined in
section 1393(a)(l) of the Internal Revenue
Code of 1986). in writing of the reasons there-
for and shall, to the maximum extent pos-
sible, work with such governments to de-
velop an alternative, consistent with the
standards contained in subsection (d).

'(h) No later than the date on which the
petitioner submits the petition to the agen-
cy. the petitioner shall inform the public of
the submission of such petition (including a
brief description of the petition) through
publication of a notice in newspapers of gen-
eral circulation in the area in which the fa-
cility is located. The agency may authorize
or require petitioners to use additional or al-
ternative means of informing the public of
the submission of such petitions. If the agen-
cy proposes to grant the petitions, the agen-
cy shall provide public notice and oppor-
tunity to comment. The agency shall publish
a notice in the Federal Register stating any
waiver or modification of a rule under this
section. the time such waiver or modifica-
tion takes effect and its duration, and the
scope of the applicability of such waiver or
modification, consistent with the Adminis-
trative Procedure Act requirements.

(i) In the event that an agency proposes
to amend a rule for which a waiver or modi-
fication under this section is in effect, the
agency shall not change the waiver or modi-
fication to impose additional requirements
unless it determines, consistent with stand-
ards contained in subsection (d). that such
action is necessary. Such determinations
shall be published with the proposal to
amend such rule.

(j) No waiver or modification of a rule
under this section shall remain in effect with
respect to an empowerment zone or enter-
prise community after the zone or commu-
nity designation has expired or has been re-
voked.

(k) For purposes of this section. the term
rule' means—

(1) any rule as defined in section 551(4) of
this title, or

'(2) any rulemaking conducted on the
record after opportunity for an agency hear.
ing pursuant to sections 556 and 557 of this
title.''

(b) CLERICAL AMENDMENT—The analysis
for chapter 6 of title 5, United States Code.
is amended by inserting after the item relat-
ng to section 612, the following new item:
"613. Waiver or modification of agency rules

in empowerment zones and en-
terprise communities."

(c) CONFORM1NG AMENDMENTS.—
(1) Section 601(2) of such title 5 is amended

by inserting '(except for purposes of section
613)" before "means".

(2) Section 612 of such title 5 is amended—
(A) in subsection (a). by inserting ' (except

ection 613)" after chapter": and
(B) in subsection (b). by inserting as de-

fined in section 601(2)" before the period at
the end of the first sentence.
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CHAFfER 3—RESIDENT MANAGEMENT
AND HOMEOWNERSHIP INCENTIVES

SEC. 12977. ENTERPRISE ZONE OPPORTUNITY
GRANTS.

(a) IN GENERAL—Section 186 of the Hous-
ing and Community Development Act of 1992
(42 U.S.C. 12898a) is amended by striking the
section designation and the section heading
and inserting the following:
SEC. 186. ENTERPRISE ZONE GRANTS."

(b) STATEMENT OF PURpOSE—Section 186(a)
of the Housing and Community Development
Act of 1992 (42 U.S.C. 12898a(a)) is amended—

(1) in paragraph (2). by striking and' at
the end:

(2) in paragraph (3)—
(A) by striking 'federally approved and

equivalent State-approved'; and
(B) by striking the period at the end and

inserting ':and": and
(3) by adding at the end the following new

paragraph:
"(4) to encourage the development of resi-

dent management corporations and resident
councils in enterprise zones."

(c) DEFINrflONS.—Section 186(b) of the
Housing and Community Development Act of
1992 (42 U.S.C. 12898a(b)) is amended by add-
ing at the end the following new paragraphs:

"(7) ENTERPRISE ZONE.—The term 'enter-
prise zone' means an area designated as an
enterprise community or an empowerment
zone under section 1391 of the Internal Reve-
nue Code of 1986.

(8) RESIDENT MANAGEMENT CORPORATION.—
The term resident management corporation'
has the same meaning as in section 24(h) of
the United States Housing Act of 1937."

(d) ASSISTANCE TO NONPROFIT ORGANIZA-
TIONS..—Section 186(c) (1) of the Housing and
Community Development Act of 1992 (42
U.S.C. 12898a(c)(1)) is amended to read as fol-
lows:

(1) IN GENERAL—In carrying out this sec-
tion. the Secretary may make grants to non-
profit organizations—

"(A) to carry out enterprise zone home-
ownership opportunity programs to promote
homeownership in enterprise zones in ac-
cordance with this section; and

"(B) to promote the development of resi-
dent management corporations in enterprise
zones."

(e) ELIGIBLE USES OF ASSISTANCE—Section
186(d) of the Housing and Community Devel-
opment Act of 1992 (42 U.S.C. 12898a(d)) is
amended—

(1) in paragraph (1)—
(A) by striking "assistance to provide" and

inserting the following: 'assistance to—'
"(A) provide":
(B) by striking the period at the end and

inserting ": and"; and
(C) by adding at the end the following:
"(B) to promote the development of resi-

dent management corporations in enterprise
zones." and

(2) in paragraph (2). by striking 'under this
subsection" and inserting 'under paragraph
(1)(A)".

(f) PROGRAM REQU]REMENTS.—Section 186(e)
of the Housing and Community Development
Act of 1992 (42 U.S.C. 12898a(e)) is amended—

(1) in paragraph (2). by striking "under this
section" and inserting 'under subsection
(d)(1)(A)"; and

(2) in paragraph (3). by striking 'federally
approved or State-approved'.

(g) TERMS AND C0NDm0NS OF ASSIST-
ANCE—Section 186(f)(2) of the Housing and
Community Development Act of 199Z (42

U.S.C. 12898a(f)(2)) is amended by striking
'under this section" and inserting under

subsection (c) (1) (A)".
(h) PROGRAM SELECTION CRrFERJA.—Section

186(g)(1) of the Housing and Community De-
velopment Act of 1992 (42 U.S.C. 12898a(g)(1))
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is amended by striking under this section"
and inserting under subsection (d)(1)(A)".

(i) AUTHORIZATION OF APPROPRIATIONS.—
Section 186(i) of the Housing and Community
Development Act of 1992 (42 U.S.C. 12898a(i))
is amended to read as follows:

(i) AUTHORJZATIOr OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry Out this section—

(I) $100000000 for fiscal year 1997: and
(2) such sums as may be necessary for

each of fiscal years 1998. 1999, and 2000.
CHAPTER 4—MODIFICATION OF CPI

CALCULATION
SEC. 12978. MODIFICATION OF CPI CALCULATION.

(a) IN GENERAL—Notwithstanding any
other provision of law, with respect to cal-
culations made after December 31. 1995, the
Bureau of Labor Statistics of the Depart-
ment of Labor shall reduce the annual per-
centage change in the Consumer Price In-
dexes. as determined without regard to this
section. by .05 percentage point.

(b) EXCEP'flON.—The reduction described in
subsection (a) shall not apply for purposes of
calculating the cost-of-living increases under
the old-age. survivors, and disability insur-
ance program established under title II of
the Social Security Act (42 U.S.C. 401 et
seq.).

SIMON (AND OTHERS)
AMENDMENT NO, 2990

(Ordered to lie on the table.)
Mr. SIMON (for himself, Mr. Stevens,

and Mr. BREAUX) submitted an amend-
ment intended to be propoSed by them
to the bill 5. 1357, supra as follows:

On page 1771, line 25, strike '1995" and in-
sert 1997".

On page 1772, line 3, strike 1995" and in-
sert '1997".

BAUCUS AMENDMENT NO. 2991
Mr. BAUCUS proposed an amend-

ment to the bill 5. 1357, supra as fol-
lows:

On page 1469. strike lines 8 through 11. and
insert the following:

(a) ALLOWANCE OF CREDIT.—
(I) IN GENERAL—There shall be allowed as

a credit against the tax imposed by this
chapter for the taxable year an amount
equal to the applicable amount multiplied by
the number of qualifying children of the tax-
payer.

(2) APPLICABLE AMOUNT—For purposes of
paragraph (I), the applicable amount shall be
determined in the following table:

Applicable
Taxable year: Amount:

1996 $400
1997 450
1998 and thereafter 500.

On page 1470. line 7, strike "$110,000" and
insert $90,000''.

On page 1470. line 9, strike $75000" and in-
sert '$55.000".

On page 1470. line II, strike "$55,000" and
insert $45000".

On page 1472. strike the table between lines
10 and 11. and insert the following:

For taxable years
beginning in The applicable
calendar year— dollar amount is—

1996 $6,700
1997 7.050
1998 7.400
1999 7.850
2000 8.100
2001 8,500
2002 9.000
2003 9,400
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'For taxable years

beginning in The applicable
calendar year— dollar amOunt is—

2004 9.850
2005 and thereafter 10.800.'

On page 1530. strike lines 2 through 5. and
insert the following:

(a) GENERAL, RULE—If for any taxable
year a taxpayer other than a corporation has
a net capital gain. 50 percent of the first
$100,000 of such gain shall be a deduction
from gross income.

On page 1547. beginning on line 20. strike
all through page 1550, line 12.

On page 1551, beginning on line 4, strike all
through page 1553. line 10.

On page 1867. after line 20. insert the fol-
lowing:
SEC. 12879. DEPOSIT ADDITIONAL REVENUES IN

MEDICARE TRUST FUNDS.
There is hereby authorized to be appro-

priated and is appropriated for each fiscal
year an amount equal to the increase in rev-
enues for such year as estimated by the Sec-
retary of the Treasury resulting from the
amendments made by amendment no, ———.
offered on October ——, 1995, with respect to
the Balanced Budget Reconciliation Act of
1995 to be deposited in the Federal Hospital
Insurance Trust Fund and the Federal Sup-
plementary Medical Insurance Trust Fund in
amounts which bear the same ratio as the
balances in each Trust Fund.

REID (AND OTHERS) AMENDMENT
NO, 2992

Mr. EXON (for Mr. REID for himself.
Mr. BRYAN, Mr. BUMPERS, and Mr.
CRAIG) proposed on amendment to the
bill 5. 1357, supra, as follows

At the end of subchapter E of chapter 1 of
subtitle J of title XII. insert the following
new section:
SEC. . LIMITATION ON STATE INCOME TAX-

ATION OF CERTAIN PENSION IN-
COME.

(a) IN GENERAL—Chapter 4 of title 4. Unit-
ed States Code, is amended by adding at the
end the following:
§ 114. Limitation on State income taxation of

certain pension income
'(a) No State may impose an income tax

on any retirement income of an individual
who is not a resident or domiciliary of such
State (as determined under the laws of such
State).

'(b) For purposes of this section—
(1) The term 'retirement income' means

any income from—
'(A) a qualified trust under section 401(a)

of the Internal Revenue Code of 1986 that is
exempt under section 501(a) from taxation:

"(B) a simplified employee pension as de-
fined in section 408(k) of such Code;

"(C) an annuity plan described in section
403(a) of such Code;

(D) an annuity contract described in sec-
tion 403(b) of such Code:

'CE) an individual retirement plan de-
scribed in section 7701(a)(37) of such Code:

'(F) an eligible deferred compensation
plan (as defined in section 457 of such Code):

"(G) a governmental plan (as defined in
section 414(d) of such Code);

"(H) a trust described in section 501(c) (18)
of such Code; or

'(I) any plan, program. or arrangement de-
scribed in section 3121(v)(2)(C) of such Code,
if such income is part of a series of substan-
tially equal periodic payments (not less fre-
quently than annually) made for—

'(i) the life or life expectancy of the recipi-
ent (or the joint lives or joint life
expectancies of the recipient and the des-
ignated beneficiary of the recipient), or
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(ii) a period of not less than 10 years.

Such term includes any retired or retainer
pay of a member or former member of a uni-
form service computed under chapter 71 of
title 10, United States Code.

"(2) The term 'income tax' has the mean-
ing given such term by section 110(c).

(3) The term State' includes any political
subdivision of a State, the District of Colum-
bia, and the possessions of the United States.

"(c) Nothing in this section shall be con-
strued as having any effect on the applica-
tion of section 514 of the Employee Retire-
ment Income Security Act of 1974.".

(b) CONFORMING AMENDMENT—The table of
sections for chapter 4 of title 4, United
States Code. is amended by adding at the end
the following:
"114. Limitation on State income taxation of

certain pension income",
(c) EFFECTIVE DATE—The amendments

made by this section shall apply to amounts
received after December 31, 1994.

D'AMATO AMENDMENT NO, 2993
Mr. DOMENICI (for Mr. D'AMATO)

proposed an amendment to the bill S.
1357, supra, as follows:

On page 183, between lines 17 and 18. insert
the following:

(C) EXEMPTION FOR CERTAIN NEWLY CHAR-
TERED INSTITUtiONS.—

(i) IN GENERAL—In addition to the institu-
tions exempted from paying the special as-
sessment under subparagraph (A), the Board
of Directors shall, by order, exempt any in-
sured depository institution from payment
of the special assessment if the institution
was in existence on October 1, 1995, and held
no Savings Association Insurance Fund in-
sured deposits prior to January 1, 1993.

(ii) DEFINITION.—For purposes of this sub-
paragraph, an institution shall be deemed to
have held Savings Association Insurance
Fund insured deposits prior to January 1.
1993. if it directly held Savings Association
Insurance Fund insured deposits prior to
that date. or it succeeded to, acquired, pur-
chased, or otherwise holds any Savings Asso-
ciation Insurance Fund insured deposits as of
the date of enactment of this Act that were
Savings Association Insurance Fund insured
prior to January 1, 1993.

On page 183, line 18, strike (C)" and insert

On page 199. line 9. insert and subsection
(e)" after 'subsection".

On page 199, between lines 11 and 12, insert
the following:

(e) OTHER TECHNICAL AND CONFORMING
AMEND?NTs.—

(1) SECTION 5136 OF THE REVISED STATUTES.—
Paragraph Eleventh of section 5136 of the Re-
vised Statutes (12 U.S.C. 24) is amended in
the fifth sentence by striking "affected de-
posit insurance fund" and inserting "Deposit
Insurance Fund",

(2) INVESTMENTS PROMOTING PUBLIC WEL-
FARE; LIMITATIONS ON AGGREGATE INVEST-
MENTS.—The 23d undesignated paragraph of
section 9 of the Federal Reserve Act (12
U.S.C. 338a) is amended in the fourth sen-
tence, by striking 'affected deposit insur-
ance fund" and inserting 'Deposit Insurance
Fund".

(3) ADvANCES TO CRITICALLY
UNDERCAPITALIZED DEPOSITORY INSTITU-
TIONS—Section IOB(b) (3) (A) (ii) of the Federal
Reserve Act (12 U.S.C. 347b(b)(3)(A)(ii)) is
amended by striking any deposit insurance
fund in" and inserting "the Deposit Insur-
ance Fund of'.

(4) A?VNDMENTS TO ThE BALANCED BUDGET
AND EMERGENCY DEFICIT CONTROL ACT OF
1985.—Section 255(g)(1)(A) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 (2 U.S.C. 905(g)(1)(A)) is amended—
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(A) by striking Bank Insurance Fund'

and inserting Deposit Insurance Fund '; and
(B) by striking Federal Deposit Insurance

Corporation. Savings Association Insurance
Fund;".

(5) AMENDMENTs TO THE FEDERAL HO
LOAN BANK ACT—The Federal Home Loan
Bank Act (12 U.S.C. 1421 et seq.) is amend-
ed—

(A) in section 11(k) (12 U.S.C. 1431(k))—
(i) in the subsection heading. by striking
SAIF" and inserting THE DEPOSIT INSUR-

ANCE FUND ': and
(ii) by striking Savings Association Insur-

ance Fund each place such term appears
and inserting Deposit Insurance Fund"

(B) in section 21A(b)(4)(B) (12 U.S.C.
1441a(b)(4)(B)). by striking affected deposit
insurance fund and inserting Deposit In-
surance Fund:

(C) in section 21A(b)(6)(B) (12 U.S.C.
1441a(b)(6)(B))—

(i) in the subparagraph heading, by strik-
ing "SAIF-]NSURED BANKS and inserting

CHARTER CONVERSIONS and
(ii) by striking Savings Association Insur-

ance Fund member' and inserting 'savins
association";

(D) in section 21A(b) (10) (A) (iv) (II) (12 U.S.C.
1441a(b)(10)(A)(iv)(II)). by striking 'Savins
Association Insurance Fund' and inserting
Deposit Insurance Fund';
(E) in section 21B(e) (12 U.S.C. 1441b(e))—
(i) in paragraph (5), by inserting as of the

date of fund ing" after Savings AssociatiorA
Insurance Fund members' each place such
term appears:

(ii) by striking paragraph (7); and
(iii) by redesigriating paragraph (8) as para-

graph (7): and
(F) in section 21B(k) (12 U.S.C. 1441b(k))—
(i) by striking paragraph (8) and
(ii) by redesignating paragraphs (9) and (10)

as paragraphs (8) and (9), respectively.
(6) AMEND?NTs TO THE HOME OWNERS' LOAN

ACT.—The Home Owners Loan Act (12 U.S.C.
1461 et seq.) is amended—

(A) in section 5 (12 U.S.C. 1464)—
(i) in subsection (c)(5)(A), by striking that

is a member of the Bank Insurance Fund":
(ii) in subsection (c)(6). by striking As

used in this subsection—" and inserting For
purposes of this subsection, the following
definitions shall apply:

(iii) in subsection (o)(1). by striking "that
is a Bank Insurance Fund member';

(iv) in subsection (o)(2)(A), by striking 'a
Bank Insurance Fund member until such
time as it changes its status to a Savings As-
sociatioñ Insurance Fund member" and in-
serting insured by the Deposit Insurance
Fund

(v) in subsection (t) (5) (D) (iii) (II), by strik-
ing affected deposit insurance fund" and in-
serting 'Deposit Insurance Fund

(vi) in subsection (t) (7) (C) (i) (I). by striking
affected deposit insurance fund and insert-

ing Deposit Insurance Fund" and
(vii) in subsection (v)(2)(A)(i). by striking
the Savings Association Insurance Fund"

and inserting or the Deposit Insurance
Fund"; and

(B) in section 10 (12 U.S.C. 1467a)—
(i) in subsection (e)(1)(A)(iii)(VII), by add-

ing 'or' at the end:
(ii) in subsection (e)(1)(A)(iv), by adding

'and' attheend:
(iii) in subsection (e)(1)(B), by striking
Savings Association Insurance Fund or

Bank Insurance Fund' and inserting De-
posit Insurance Fund

(iv) in subsection (e) (2). by striking Sav-
ings Association Insurance Fund or the Bank
Insurance Fund" and inserting Deposit In-
surance Fund"; and

(v) in subsection (m)(3). by striking sub-
paragraph (E), and by redesignating subpara-
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graphs (F), (C), and (H) as subparagraphs (E).
(F). and (C), respectively.

(7) AMENDMENTS TO THE NATIONAL HOUSING
ACT—The National Housing Act (12 U.S.C.
1701 et seq.) is amended—

(A) in section 317(b)(1)(B) (12 U.S.C.
1723i(b)(1)(B)), by striking Bank Insurance
Fund for banks or through the Savings Asso-
ciation Insurance Fund for savings associa-
tions' and inserting 'Deposit Insurance
Fund; and

(B) in section 526(b) (1) (B) (ii) (12 U.S.C.
1735f—14(b)(1)(B)(ii)), by striking Bank In-
surance Fund for banks and through the Sav-
ings Association Insurance Fund for savings
associations" and inserting "Deposit Insur-
ance Fund'.

(8) AMENDMENTS TO THE FEDERAL DEPOSIT
INSURANCE ACT—The Federal Deposit Insur-
ance Act (12 U.S.C. 1811 et seq.) is amended—

(A) in section 3(a)(1) (12 U.S.C. 1813(a)(I)),
by striking subparagraph (B) and inserting
the following:

(B) includes any former savings associa-
tion.

(B) in section 5(b)(5) (12 U.S.C. 1815(b)(5)),
by striking the Bank Insurance Fund or the
Savings Association Insurance Fund: and
inserting "Deposit Insurance Fund.:

(C) in section 5(d) (12 U.S.C. 1815(d)), by
striking paragraphs (2) and (3);

(D) in section 5(d)(1) (12 U.S.C. 1815(d) (1))—
(i) in subparagraph (A), by striking re-

serve ratios in the Bank Insurance Fund and
the Savings Association Insurance Fund
and inserting 'the reserve ratio of the De-
posit Insurance Fund'

(ii) by striking subparagraph (B) and in-
serting the following:

(2) FEE CREDITED TO THE DEPOSIT INSUR-
ANCE FUND—The fee paid by the depository
institution under paragraph (1) shall be cred-
ited to the Deposit Insurance Fund.':

(iii) by striking (1) UNINSURED INSTITU-
TIONS.—': and

(iv) by redesignating subparagraphs (A)
and (C) as paragraphs (1) and (3), respectively
and moving the margins 2 ems to the left:

(E) in section 5(e) (12 U.S.C. 1815(e))—
(i) in paragraph (5)(A). by striking Bank

Insurance Fund or the Savings Association
Insurance Fund and inserting Deposit In-
surance Fund";

(ii) by striking paragraph (6) and
(iii) by redesignating paragraphs (7), (8).

and (9) as paragraphs (6), (7), and (8). respec-
tively

(F) in section 6(5) (12 U.S.C. 1816(5)). by
striking Bank Insurance Fund or the Sav-
ings Association Insurance Fund' and in-
serting Deposit Insurance Fund•

(C) in section 7(b) (12 U.S.C. 1817(b))—.
(i) in paragraph (1)(D). by striking each

deposit insurance fund' and inserting the
Deposit Insurance Fund

(ii) in clauses (i)(I) and (iv) of paragraph
(2)(A), by striking each deposit insurance
fund" each place such term appears and in-
serting the Deposit Insurance Fund

(iii) in paragraph (2) (A) (iii). by striking 'a
deposit insurance fund and inserting the
Deposit Insurance Fund";

(iv) in paragraph (2) (D) (as redesignated by
section 3001(d) (3) (F)(ii) (IV) of this Act) —

(I) by striking 'any deposit insurance
fund' and inserting the Deposit Insurance
Fund': and

(II) by striking that fund each place
such term appears and inserting the De-
posit Insurance Fund'

(v) by striking paragraph (2) (E) (as redesig-
ated by section 3001(d)(3)(F)(ii)(IV) of this
Act)

(vi) in paragraph (2) (F) (as redesignated by
cction 3001 (d) (3) (F)(ii) (IV) of this Act)—

(I) in the subparagraph heading. by strik-
ing "FUNDS ACHIEVE" and inserting FUND
ACHIEVES '; and
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(II) by striking a deposit insurance fund"

and inserting the Deposit Insurance Fund";
(vii) in paragraph (3)—
(I) in the paragraph heading. by striking

FUr'JDS" and inserting
(II) by striking that fund' each place

such term appears and inserting 'the De-
posit Insurance Fund":

(III) in subparagraph (A). by striking Ex-
cept as provided in paragraph (2)(F). if' and
inserting 'If"

(IV) in subparagraph (A). by striking 'any
deposit insurance fund and inserting 'the
Deposit Insurance Fund: and

(V) by striking subparagraphs (C) and (D)
and inserting the following:

(C) AMENDINC SCHEDULE—The Corpora-
tion may. by regulation, amend a schedule
promulgated under subparagraph (B).': and

(viii) in paragraph (6)—
(I) by striking any such assessment' and

inserting any such assessment is nec-
essary

(II) by striking '(A) is necessary—
(III) by striking subparagraph (B);
(IV) by redesignating clauses (i). (ii), and

(iii) as subparagraphs (A). (B), and (C), re-
spectively. and moving the margins 2 ems to
the left; and

(V) in subparagraph (C) (as redesignated),
by striking and' and inserting a period

(H) in section 7(d) (12 U.S.C. 1817(d)) (as
added by section 3001(c) (1) of this Act)—

(i) in the subsection heading, by striking
'BANK" and inserting 'DEPOSIT'; and

(ii) by striking Bank Insurance Fund'
each place such term appears and inserting
Deposit Insurance Fund'
(I) in section llffl(1) (12 U.S.C. 1821(f)(1)).

by striking '. except that—' and all that fol-
lows through the end of the paragraph and
inserting a period:

(J) in section 11(i)(3) (12 U.S.C. 1821(i)(3))—
(i) by striking subparagraph (B);
(ii) by redesignating subparagraph (C) as

subparagraph (B); and
(iii) in subparagraph (B) (as redesignated).

by striking subparagraphs (A) and (B) and
inserting subparagraph (A)':

(K) in section 1IA(a) (12 U.S.C. 1821a(a))—
(i) in paragraph (2). by striking 'LiABIL-

ITIES.—' and all that follows through Ex-
cept and inserting 'LiABILITIES—Except"

(ii) by striking paragraph (2)(B): and
(iii) in paragraph (3), by striking the

Bank Insurance Fund, the Savings Associa-
tion Insurance Fund,' and inserting 'the De-
posit Insurance Fund";

(L) in section IIA(b) (12 U.S.C. 1821a(b)), by
striking paragraph (4):

(M) in section I1A(f) (12 U.S.C. 1821a(f)), by
striking 'Savings Association Insurance
Fund and inserting 'Deposit Insurance
Fund':

(N) in section 13 (12 U.S.C. 1823)—
(i) in subsection (a)(1). by striking Bank

Insurance Fund, the Savings Association In-
surance Fund," and inserting "Deposit In-
surance Fund, the Special Reserve of the De-
posit Insurance Fund,

(ii) in subsection (c) (4) CE)—
(I) in the subparagraph heading. by strik-

ing 'FUNDS" and inserting 'FUND": and
(II) in clause (i), by striking any insur-

ance fund and inserting the Deposit Insur-
ance Fund':

(iii) in subsection (c)(4) (C) (ii)—
(I) by striking 'appropriate insurance

fund" and inserting 'Deposit Insurance
Fund'

(II) by striking the members of the insur-
ance fund (of which such institution is a
member)" and inserting 'insured depository
institutions

(III) by striking 'each member's" and in-
serting 'each insured depository institu•
tion's"; and
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(IV) by striking 'the members each place

such term appears and inserting 'the insti-
tutions;

(iv) in subsection (c), by striking para-
graph (11);

(v) in subsection (h). by striking Bank In-
surance Fund" and inserting 'Deposit lnsur-
ance Fund:

(vi) in subsection (k)(4)(B)(i). by striking
Savings Association Insurance Fund and

inserting Deposit Insurance Fund ':and
(vii) in subsection (k)(5)(A). by striking

Savings Association Insurance Fund and
inserting Deposit Insurance Fund

(0) in section 14(a) (12 U.S.C. 1824(a)) in the
fifth sentence—

(i) by striking Bank Insurance Fund or
the Savings Association Insurance Fund
and inserting Deposit Insurance Fund: arid

(ii) by striking each such fund and in-
serting the Deposit Insurance Fund:

(P) in section 14(b) (12 U.S.C. 1824(b)). by
striking Bank Insurance Fund or Savings
Association Insurance Fund and inserting

Deposit Insurance Fund
(Q) in section 14(c) (12 U.S.C. 1824(c)). by

striking paragraph (3):
(R) in section 14(d) (12 U.S.C. 1824(d))—
(i) by striking 'BIF" each place such term

appears and inserting 'DIF": and
(ii) by striking Bank Insurance Fund

each place such term appears and inserting
Deposit Insurance Fund
(5) in section 15(c)(5) (12 U.S.C. 1825(c) (5))—
(i) by striking the Bank Insurance Fund

or Savings Association Insurance Fund, re-
spectively each place such term appears
and inserting the Deposit lnsurance Fund
and

(ii) in subparagraph (B). by striking the
Bank Insurance Fund or the Savings Asso-
ciation Insurance Fund, respectively and
inserting the Deposit Insurance Fund

(T) in section 17(s) (12 U.S.C. 1827(a))—
(i) in the subsection heading. by striking

"BIF, SAIF." and inserting THE DEPOSIT IN-

SURANCE •; and
(ii) in paragraph (1). by striking the Bank

Insurance Fund, the Savings Association In-
surance Fund, each place such term appears
and inserting the Deposit Insurance Fund

(U) in section 17(d) (12 U.S.C. 1827(d)). by
striking the Bank Insurance Fund, the Sav-
ings Association Insurance Fund," each
place such term appears and inserting 'the
Deposit Insurance Fund":

(V) in section 18(m)(3) (12 U.S.C.
1828(m) (3))—

(i) by striking 'Savings Association Insur-
ance Fund" each place such term appears
and inserting Deposit lnsurance Fund": and

(ii) in subparagraph (C). by striking 'or
the Bank Insurance Fund":

(W) in section 18(p) (12 U.S.C. 1828(p)). by
striking deposit insurance funds" and in-
serting "Deposit Insurance Fund':

(X) in section 24 (12 U.S.C. 1831a) in sub-
sections (a)(1) and (d)(1)(A), by striking 'ap-
propriate deposit insurance fund each place
such term appears and inserting "Deposit In-
surance Fund":

(Y) in section 28 (12 U.S.C. 1831e), by strik-
ing 'affected deposit insurance fund" each
place such term appears and inserting De-
posit Insurance Fund":

(Z) by striking section 31 (12 U.S.C. 1831h);
(AA) in section 36(i)(3) (12 U.S.C.

1831m(i)(3)) by striking "affected deposit in-
surance fund" and inserting 'Deposit Insur-
ance Fund":

(BB) in section 38(a) (12 U.S.C. 1831o(a)) in
the subsection heading. by striking FUNDS"
and inserting 'FUND':

(CC) in section 38(k) (12 U.S.C. 18310(k))—
(i) in paragraph (1), by striking 'a deposit

insurance fund" and inserting "the I)eposit
Insurance Fund': and

(ii) in paragraph (2) (A)—
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(I) by striking "A deposit insurance fund"

and inserting 'The Deposit Insurance Fund":
and

(II) by striking 'the deposit insurance
fund's outlays" and inserting "the outlays of
the Deposit Insurance Fund"; and

(DD) in section 38(o) (12 U.S.C. 18310(o))—
(i) by striking 'ASSOCIATIONS.—" and all

that follows through "Subsections (e)(2)"
and inserting ASSOCIATIONS—Subsections
(e)(2)";

(ii) by redesignating subparagraphs (A),
(B). and (C) as paragraphs (1), (2), and (3), re-
spectively: and

(iii) in paragraph (1) (as redesignated), by
redesignating clauses (i) and (ii) as subpara-
graphs (A) and (B), respectively.

(9) AMENDMENTS TO THE FINANCIAL INSTITU-
TIONS REFORM, RECOVERY. AND ENFORCEMENT
ACT OF 1989,—The Financial Institutions Re-
form. Recovery, and Enforcement Act (Pub-
lic Law 101—73: 103 Stat. 183) is amended—

(A) in section 951(b)(3)(B) (12 U.S.C.
1833a(b) (3) (B)), by striking 'Bank Insurance
Fund, the Savings Association Insurance
Fund,' and inserting Deposit Insurance
Fund"; and

(B) in section 1112(c)(1)(B) (12 U.S.C.

3341(c)(1)(B)), by striking "Bank Insurance
Fund, the Savings Association Insurance
Fund." and inserting 'Deposit Insurance
Fund".

(10) AMENDMENT TO THE BANK ENTERPRiSE
ACT OF 1991—Section 232(a) (1) of the Bank En-
terprise Act of 1991 (12 U.S.C. 1834(a)(1)) is
amended by striking section 7(b) (2) (H)' and
inserting 'section 7(b)(2)(G)".

(11) Ar4ENDMENT TO ThE BANK HOLDING COM-
PANY ACT—Section 2(j)(2) of the Bank Hold-
ing Company Act (12 U.S.C. 1841(j)(2)) is
amended by striking Savings Association
Insurance Fund" and inserting Deposit In-
surance Fund".

On page 199, line 12, strike '(e)" and insert

HUTCHISON (AND OTHERS)
AMENDMENT NO. 2994

Mrs. HUTCHISON (for herself. Mr.
MCCAIN, Mr. LIEBERMAN, Mr. STEVENS,
and Mr. LEvIN) submitted an amend-
ment intended to be proposed by them
to the bill 5. 1357, supra, as follows:

(a) The Senate makes the following find-
ings:

(1) Human rights violations and atrocities
continue unabated in the Former Yugo-
slavia.

(2) The Assistant Secretary of State for
Human Rights recently reported that start-
ing in mid-September and intensifying be-
tween October 6 and October 12, 1995 many
thousands of Bosnian Muslims and Croats in
Northwest Bosnia were systematically forced
from their homes by paramilitary units,
local police and in some instances. Bosnian
Serb Army officials and soldiers.

(3) Despite the October 12, 1995 cease-fire
which went into effect by agreement of the
warring parties in the former Yugoslavia.
Bosnian Serbs continue to conduct a brutal
campaign to expel non-Serb civilians who re-
main in Northwest Bosnia, and are subject-
ing non-Serbs to untold horror—murder.
rape, robbery and other violence.

(4) Horrible examples of 'ethnic cleansing'
persist in Northwest Bosnia. Some six thou-
sand refugees recently reached Zenica and
reported that nearly two thousand family
members from this group are still unac-
counted for.

(5) The U.N. spokesman in Zagreb reported
that many refugees have been given only a
few minutes to leave their homes and that

girls as young as 17 are reported to have
been taken into wooded areas and raped." El-

October 27, 1995
derly. sick and very young refugees have
been driven to remote areas and forced to
walk long distances on unsafe roads and
cross rivers without bridges.

(6) The War Crime Tribunal for the former
Yugoslavia has collected volumes of evidence
of atrocities. including the establishment of
death camps. mass executions and system-
atic campaigns of rape and terror. This War
Crimes Tribunal has already issued 43 indict-
ments on the basis of this evidence.

(7) The Assistant Secretary of State for
Human Rights has described the eye witness
accounts as prima facia evidence of war
crimes which, if confirmed, could very well
lead to further indictments by the War
Crimes Tribunal."

(8) The U.N. High Commissioner for Refu-
gees estimates that more than 22,000 Mus-
lims and Croats have been forced from their
homes since mid-September in Bosnian Serb
controlled areas.

(9) In opening the Dodd Center Symposium
on the topic of "50 Years After Nuremburg"
on October 16. 1995. President Clinton cited
the "excellent progress" of the War Crimes
Tribunal for the former Yugoslavia and said,
'Those accused of war crimes, crimes
against humanity and genocide must be
brought tojustice. They must be tried and, if
found guilty, they must be held account-
able."

(10) President Clinton also observed on Oc-
tober 16, 1995. "some people are concerned
that pursuing peace in Bosnia and prosecut-
ing war criminals are incompatible goals.
But I believe they are wrong. There must be
peace for justice to prevail, but there must
bejustice when peace prevails.

(b) SENSE OF THE SENATE—It is the sense
of the Senate that—

(1) the Senate condemns the systematic
human rights abuses against the people of
Bosnia and Herzogovenia.

(2) with peace talks scheduled to begin in
the United States on October 31, 1995, and
with the President clearly indicating his
willingness to send American forces into the
heart of this conflict, these new reports of
Serbian atrocities are of grave concern to all
Americans.

(3) the Bosnian Serb leadership should im-
mediately halt these atrocities, fully ac-
count for the missing. and allow those who
have been separated to return to their fami-
lies.

(4) the International Red Cross, United Na-
tions agencies and human rights organiza-
tions should be granted full and complete ac-
cess to all locations throughout Bosnia and
Herzogovenia.

(5) the Bosnian Serb leadership should
fully cooperate to facilitate the complete in-
vestigation of the above allegations so that
those responsible may be held accountable
under international treaties. conventions,
obligations and law,

(6) the United States should continue to
support the work of the War Crime Tribunal
for the Former Yugoslavia.

(7) the United States should ensure that
any negotiated peace agreements in former
Yugoslavia. particularly with respect to
Bosnia, require all states of the former
Yugoslavia to cooperate fully with the War
Crimes Tribunal and apprehend and turn
over for trial any indicted persons found in
their territories,

(8) ethnic cleansing" by any faction. group,
leader. or government is unjustified, im-
moral and illegal and all perpetrators of war
crimes. crimes against humanity, genocide
and other human rights violations in former
Yugoslavia must be held accountable.
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HEFLIN (AND SHELBY)
AMENDMENT NO. 2995

Mr. DOMENICI (for Mr. HEEUN. for him-
self, and Mr. SHELBY) proposed an amend-
ment to the bill S. 1357, supra, as follows:

On page 1773. strike line 24. and insert the
following:

(c) SPECIAL RULE FOR STATES IN WHICH
ONLY PuNrrIvE DAMAGES MAY BE AWARDED IN
WRONGEUL DEATH ACTIONS—Section 104 is
amended by redesignating subsection (c) as
subsection (d) and by inserting after the sub-
section (b) the following new subsection:

(c) RESTRICTION ON PUNITIVE DAMAGES
NOT TO APPLY IN CERTAIN CASES.—The re-
striction on the application of subsection
(a)(2) to punitive damages shall not apply to
punitive damages awarded in a civil action—

(1) which is a wrongful death action, and
(2) with respect to which applicable State

law (as in effect on September 13. 1995 and
without regard to any modification after
such date) provides, or has been construed to
provide by a court of competent jurisdiction
pursuant to a decision issued on or before
September 13, 1995. that only punitive darn.
ages may be awarded in such an action.

This subsection shall cease to apply to any
civil action filed on or after the first date o
which the applicable State law ceases to pro.
vide (or is no longer construed to provide)
the treatment described in paragraph (2).'

(d) EFFECTIVE DATE.—

KENNEDY AMENDMENT NO, 2996
Mr. KENNEDY proposed an amend-

ment to the bill 5. 1357. supra. as fol-
lows:

On page 469, between lines 8 and 9, insert
the following:

(g) PROiBmON O BALANCE BILLING.—
Notwithstanding any other provision of law
an individual who is enrolled in a medicare
choice plan under this part shall not be lia-
ble for a provider's charges for items or serv-
ices furnished under the plan if such charges
are in excess of the copayments, coinsurance
and deductibles required by such plan in ac-
cordance with subsection (c)

D'AMATO (AND OTHERS)
AMENDMENT NO. 2997

(Ordered to lie on the table.)
Mr. D'AMATO (for himself. Mr.

GRAMS, and Mr. SHELBY) submitted an
amendment intended to be proposed by
them to the bill 5, 1357. supra, as fol-
lows:

At the end of chapter 8 of subtitle I of title
XII, insert:
sEC.—. 5EN5E OF THE SENATE REGARDING TAX

TREATMENT OF CONVERsIONs OF
ThRIFF CHARTERS TO BANK CHAR-
TERS.

In order to facilitate sound national bank-
ing policy and assist in the conversion of
thrift charters to bank charters, it is the
sense of the Senate that section 593 of the In-
ternal Revenue Code of 1986 (relating to re-
serves for losses on loans) should be repealed
and appropriate relief should be granted for
the pre-1988 portion of any bad debt reserves
of a thrift charter.

FAIRCLOTH AMENDMENT NO. 2998
(Ordered to lie on the table.)
Mr. FAIRCLOTH submitted an

amendment intended to be proposed by
him to the bill 5. 1357, supra. as fol-
lows;

On page 187, line 3:
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On page 187. line 22:
Strike and insert 10.

FEINGOLD (AND OTHERS)
AMENDMENT NO. 2999

Mr. FEINGOLD (for himself, Mr.
PRESSLER, Mr. GRAMS, Mr. MCCAIN, Mr.
KOHN, and Mr. WELLSTONE) proposed an
amendment to the bill 5. 1357, supra; as
follows:

On page 33, strike lines 21 through 24.

FEINGOLD (AND WELLSTONE)
AMENDMENT NO. 3000

(Ordered to lie on the table)
Mr. FEINGOLD (for himself and Mr.

WELLSTONE) submitted an amendment
intended to be proposed by them to the
bill 5. 1357, supra, as follows;

At the end of chapter 8 of subtitle I of title
XII add the following new section:
SEC. . CERTAIN MINERALS NOT ELIGIBLE FOR

PERCENTAGE DEPLETION.
(a) GENERAL RULE.—
(1) Paragraph (1) of section 613(b) (relating

to percentage depletion rates) is amended—
(A) by striking and uranium' in subpara-

graph (A), and
(B) by striking 'asbestos,', lead," and

mercury.' in subparagraph (B).
(2) Subparagraph (A) of section 613(b) (3) is

amended by inserting other than lead, mer-
cury, or uranium' after metal mines".

(3) Paragraph (4) of section 613(b) is amend-
ed by striking 'asbestos (if paragraph (1)(B)
does not apply),'.

(4) Paragraph (7) of section 613(b) is amend-
ed by striking "or" at the end of subpara-
graph (B), by striking the period at the end
of subparagraph (C) and inserting , or', and
by inserting after subparagraph (C) the fol-
lowing new subparagraph:

(D) mercury, uranium, lead, and asbes-
tos."

(b) CONFORMING AMENDMENTS—Subpara-
graph (D) of section 613(c)(4) is amended by
striking lead," and 'uranium,".

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

FEINGOLD AMENDMENT NO. 3001
(Ordered to lie on the table.)
Mr. FEINGOLD submitted an amend-

ment intended to be proposed by him
to the bill 5. 1357, supra, as follows;

At the end of title VII add the following
ew subtitle:

Subtitle K—Home and Community-Based
Services for Individuals with Disabilities

SEC. 7500. PURPOSES; SHORT TITLE; TABLE OF
CONTENTS,

(a) PURPOSES—The purposes of this sub-
title are—

(1) to provide States with a capped source
of funding to establish a system of
consumer-oriented, consumer-directed home
and community-based long-term care serv-
ices for individuals with disabilities of any
age:

(2) to ensure that all individuals with se-
vere disabilities have access to such services
while protecting taxpayers and maximizing
program beneflts by including significant
cast-sharing provisions that require individ-
uzils with higher incomes to pay a greater
share of the cost of their care;

(3) to build on the experience of Wiscon-
sin's home and community-based long-term
care program. the Community Options Pro-
gram (COP), which has been a national
model of reform, and the keystone of Wiscon-
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sin's long-term care reforms that have saved
Wisconsin taxpayers hundreds of millions of
dollars; and

(4) to continue the recent bipartisan efforts
to establish this kind of long-term care re-
form, including the excellent long-term care
proposal included in President Clinton's
health care reform bill last year. as well as
the provisions establishing home and com-
munity-based long-term care benefits in the
versions of the Presidents bill that were re-
ported Out of the Senate Committee on
Labor and Human Resources and the Senate
Committee on Finance last session, provi-
sions which had. in both cases, strong bipar-
tisan support.

(b) SHORT TITLE—This subtitle may be
cited as the 'Long-Term Care Reform and
Deficit Reduction Act of 1995.

(c) TLE O CONTENTS—The table of con-
tents of this subtitle is as follows:
Sec. 7500. Purposes. short title; table of con-

tents.
Sec. 7501. State programs for home and com-

munity-based services for indi-
viduals with disabilities.

Sec. 7502. State plans
Sec. 7503. Individuals with disabilities de-

fined.
Sec. 7504. Home and community-based serv-

ices covered under State plan.
Sec. 7505. Cost sharing.
Sec. 7506. Quality assurance and safeguards.
Sec. 7507. Advisory groups.
Sec. 7508. Payments to States.
Sec. 7509. Appropriations; allotments to

States.
Sec. 7510. Repeals.
SEC. 7501. STATE PROGRAMS FOR HOME AND

COMMUNITY-BASED SERVICES FOR
INDIVIDUALS WITH DISABILITIES.

(a) IN GENERAL—Each State that has a
plan for home and community-based services
for individuals with disabilities submitted to
and approved by the Secretary under section
7502(b) may receive payment in accordance
with section 7508.

(b) EN'nTLEMENT TO SERVICES—Nothing in
this subtitle shall be construed to create a
right to services for individuals or a require-
ment that a State with an approved plan ex-
pend the entire amount of funds to which it
is entitled under this subtitle.

(c) DESIGNATION O AGENCY—NOt later
than 6 months after the date of enactment of
this Act, the Secretary shall designate an
agency responsible for program administra-
tion under this subtitle.
SEC. 7502. STATE PLANS.

(a) PLAN REQUIREMENTS—In order to be ap-
proved under subsection (b). a State plan for
home and community-based services for indi-
viduals with disabilities must meet the fol-
lowing requirements:

(1) STATE MAINTENANCE O EORT.—
(A) IN GENERAL—A State plan under this

subtitle shall provide that the State will,
during any flscal year that the State is fur-
nishing services under this subtitle, make
expenditures of State funds in an amount
equal to the State maintenance of effort
amount for the year determined under sub-
paragraph (B) for furnishing the services de-
scribed in subparagraph (C) under the State
plan under this subtitle or the State plan
under title XXI of the Social Security Act.

(B) STATE MAINTENANCE O EORT
AMOUWr.—

(i) IN GENERAL—The maintenance of effort
amount for a State for a fiscal year is an
amount equal to—

(I) for fiscal year 1997. the base amount for
the State (as determined under clause (ii))
updated through the midpoint of fiscal year
1997 by the estimated percentage change in
the index described in clause (iii) during the
period beginning on October 1. 1995, and end-
ing at that midpoint; and
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(II) for succeeding fiscal years. an amount

equal to the amount determined under this
clause for the previous fiscal year updated
through the midpoint of the year by the esti-
mated percentage change in the index de-
scribed in clause (iii) during the 12-month
period ending at that midpoint, with appro-
priate adjustments to reflect previous
underestimations or overestimations under
this clause in the projected percentage
change in such index.

(ii) STATE BASE AMOUNT—The base amount
for a State is an amount equal to the total
expenditures from State funds made under
the State plan under title XIX of the Social
Security Act (42 U.S.C. 1396 et seq.) during
fiscal year 1995 with respect to medical as-
sistance consisting of the services described
in subparagraph (C).

(iii) INDEX DESCRIBED—For purposes of
clause (i), the Secretary shall develop an
index that reflects the projected increases in
spending for services under subparagraph (C).
adjusted for differences among the States.

(C) MEDICAID SERVICES DESCRIBED—The
services described in this subparagraph are
the following:

(i) Personal care services (as described in
section 1905(a) (24) of the Social Security Act
(42 U.S.C. 1396(a) (24)). as in effect on the day
before the date of the enactment of this Act).

(ii) Home or community-based services fur-
nished under a waiver granted under sub-
section (c). (d). or (e) of section 1915 of such
Act (42 U.S.C. 1396n), as so in effect.

(iii) Home and community care furnished
to functionally disabled elderly individuals
under section 1929 of such Act (42 U.S.C.
1396t), as so in effect.

(iv) Community supported living arrange-
ments services under section 1930 of such Act
(42 U.S.C. 1396u), as so in effect.

(v) Services furnished in a hospital, nurs-
ing facility, intermediate care facility for
the mentally retarded, or other institutional
setting specified by the Secretary.

(2) ELJCIBILITY.—
(A) IN CENERAL.—Within the amounts pro-

vided by the State and under section 7508 for
such plan, the plan shall provide that serv-
ices under the plan will be available to indi-
viduals with disabilities (as defined in sec-
tion 7503(a)) in the State.

(B) Ir'rriJ.. SCREENING—The plan shall pro-
vide a process for the initial screening of an
individual who appears to have some reason-
able likelihood of being an individual with
disabilities. Any such process shall require
the provision of assistance to individuals
who wish to apply but whose disability lim-
its their ability to apply. The initial screen-
ing and the determination of disability (as
defined under section 7503(b)) shall be con-
ducted by a public agency.

(C) RESTRICTIONS.—
(i) IN CENERAL.—The plan may not limit

the eligibility of individuals with disabilities
based on—

(I) income;
(II) age;
(III) residential setting (other thar with

respect to an institutional setting. in accord-
ance with clause (ii)): or

(IV) other grounds specified by the Sec-
retary:
except that through fiscal year 2005. the Sec-
retary may permit a State to limit eligi-
bility based on level of disability or geog-
raphy (if the State ensures a balance be-
tween urban and rural areas).

(ii) INSTITUTIONAL SETrING.—The plan may
limit the eligibility of individuals with dis-
abilities based on the definition of the term
"institutional setting". as determined by the
State.

(D) CONTINUATION OF SERVICES—The plan
must provide assurances that, in the case of
an individual receiving medical assistance
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for home and community-based services
under the State medicaid plan under title
XXI of the Social Security Act (42 U.S.C 1396
et seq.) as of the date a States plan is ap-
proved under this subtitle, the State will
continue to make available (either under
this plan, under the State medicaid plan. or
otherwise) to such individual an appropriate
level of assistance for home and community-
based services, taking into account the level
of assistance provided as of such date and
the individual's need for home and commu-
nity-based services.

(3) SERVICES.—
(A) NEEDS ASSESSMENT—Not later than the

end of the second year of implementation.
the plan or its amendments shall include the
results of a statewide assessment of the
needs of individuals with disabilities in a for-
mat required by the Secretary. The needs as-
sessment shall include demographic data
concerning the number of individuals within
each category of disability described in this
subtitle, and the services available to meet
the needs of such individuals.

(B) SPECIFICATION. —Consistent with sec-
tion 7504. the plan shall specify—

(i) the services made available under the
plan:

(ii) the extent and manner in which such
services are allocated pnd made available to
individuals with disabilities: and

(iii) the manner in which services under
the plan are coordinated with each other and
with health and long-term care services
available outside the plan for individuals
with disabilities.

(C) TAKINC INTO ACCOUNT INFORMAL CARE.—
A State plan may take into account, in de-
termining the amount and array of services
made available to covered individuals with
disabilities, the availability of informal care.
Any individual plan of care developed under
section 7504(b)(1)(B) that includes informal
care shall be required to verify the availabil-
ity of such care.

(D) Allocation—The State plan—
(i) shall specify how services under the

plan will be allocated among covered individ-
uals with disabilities:

(ii) shall attempt to meet the needs of indi-
viduals with a variety of disabilities within
the limits of available funding:

(iii) shall include services that assist all
categories of individuals with disabilities.
regardless of their age or the nature of their
disabling conditions:

(iv) shall demonstrate that services are al-
located equitably. in accordance with the
needs assessment required under subpara-
graph (A): and

(v) shall ensure that—
(I) the proportion of the population of low-

income individuals with disabilities in the
State that represents individuals with dis-
abilities who are provided home and commu-
nity-based services either under the plan.
under the State medicaid plan. or under
both, is not less than

(II) the proportion of the population of the
State that represents individuals who are
low-income individuals.

(E) LIMITATION ON LICENSURE OR CERTIFI-
CATION—The State may not subject
consumer-directed providers of personal as-
sistance services to licensure. certification,
or other requirements that the Secretary
finds not to be necessary for the health and
safety of individuals with disabilities,

(F) CONSUMER CHOICE—To the extent fea-
sible. the State shall follow the choice of an
individual with disabilities (or that individ-
ual's designated representative who may be a
family member) regarding which covered
services to receive and the providers who
will provide such services.

(4) COST SHARJNG.—The plan shall impose
cost sharing with respect to covered services
in accordance with section 7505.
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(5) TYPES OF PROVIDERS AND REQUIREMENTS

FOR PARTICIPATION—The plan shall specify—
(A) the types of service providers eligible

to participate in the program under the plan.
which shall include consumer-directed pro-
viders of personal assistance services, except
that the plan—

(i) may not limit benefits to services pro-
vided by registered nurses or licensed prac-
tical nurses; and

(ii) may not limit benefits to services pro.
vided by agencies or providers certified
under title XVIII of the Social Security Act
(42 U.S.C. 1395 et seq.): and

(B) any requirements for participation ap-
plicable to each type of service provider.

(6) PROVIDER REIMBURSEMENT.—
(A) PAYMENT METHODS—The plan shall

specify the payment methods to be used to
reimburse providers for services furnished
under the plan. Such methods may include
retrospective reimbursement on a fee-for-
service basis. prepayment on a capitation
basis payment by cash or vouchers to indi-
viduals with disabilities. or any combination
of these methods. In the case of payment to
consumer-directed providers of personal as-
sistance services. including payment through
the use of cash vouchers. the plan shall
specify how the plan will assure compliance
with applicable employment tax and health
care coverage provisions.

(B) PAYMENT RATES—The plan shall speci-
fy the methods and criteria to be used to set
payment rates for—

(i) agency administered services furnished
under the plan: and

(ii) consumer-directed personal assistance
services furnished under the plan. including
cash payments or vouchers to individuals
with disabilities. except that such payments
shall be adequate to cover amounts required
under applicable employment tax and health
care coverage provisions.

(C) PLA.N PAYMENT AS PAYMENT IN FULL.—
The plan shall restrict payment under the
plan for covered services to those providers
that agree to accept the payment under the
plan (at the rates established pursuant to
subparagraph (B)) and any cost sharing per-
mitted or provided for under section 7505 as
payment in full for services furnished under
the plan.

(7) QuALiTy ASSURANCE AND SAFEGUARDS.—
The State plan shall provide for quality as-
surance and safeguards for applicants and
beneficiaries in accordance with section 7506.

(8) ADVISORY GROUP—The State plan
shall—

(A) assure the establishment and mainte-
nance of an advisory group under section
7507(b); and

(B) include the documentation prepared by
the group under section 7507(b) (4).

(9) ADMINISTRATION AND ACCESS.—
(A) STATE AGENCY—The plan shall des-

ignate a State agency or agencies to admin-
ister (or to supervise the administration of)
the plan.

(B) COORDINATION—The plan shall specify
how it will—

(i) coordinate services provided under the
plan, including eligibility prescreening. serv-
ice coordination, and referrals for individ-
uals with disabilities who are ineligible for
services under this subtitle with the State
medicaid plan under title XXI of the Social
Security Act, titles V and XX of such Act (42
U.S.C. 701 et seq. and 1397 et seq.). programs
under the Older Americans Act of 1965 (42
U.S.C. 3001 et seq.). programs under the De-
velopmental Disabilities Assistance and Bill
of Rights Act (42 U.S.C. 6000 et seq.). pro-
grams under the Individuals with Disabil-
ities Education Act (20 U.S.C. 1400 et seq.).
and any other Federal or State programs
that provide services or assistance targeted
to individuals with disabilities: and
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(ii) coordinate with health plans.
(C) ADMINISTRATIVE EXPENDITURES—Effec-

tive beginning with fiscal year 2005. the plan
shall contain assurances that not more than
10 percent of expenditures under the plan for
all quarters in any fiscal year shall be for ad-
m inistrative costs.

(D) INFORMATION AND ASSISTANCE—The
plan shall provide for a single point of access
to apply for services under the State pro-
gram for individuals with disabilities. Not-
withstanding the preceding sentence, the
plan may designate separate points of access
to the State program for individuals under 22
years of age. for individuals 65 years of age
or older, or for other appropriate classes of
individuals.

(10) REPORTS AND INFORMATION TO SEC-
RETARY: AUDITS—The plan shall provide that
the State will furnish to the Sec retary—

(A) such reports. and will cooperate with
such audits, as the Secretary determines are
needed concerning the State's administra-
tion of its plan under this subtitle, including
the processing of claims under the plan: and

((B) such data and information as the Sec-
retary may require in a uniform format as
specified by the Secretary.

(II) USE OF STATE FUNDS FOR MATCHINC—
The plan shall provide assurances that Fed-
eral funds will not be used to provide for the
State share of expenditures under this sub-
title.

(12) HEALTH CARE WORKER RE1)EPLOYNT.—
The plan shall provided for the following:

(A) Before initiating the process of impl-
menting the State program under such plan.
negotiations will be commenced with labor
unions representing the employees of the af
fected hospitals or other facilities.

(B) Negotiations under subparagraph (A)
will address the following:

(i) The impact of the implementation of
the program upon the workforce.

(ii) Methods to redeploy workers to posi-
tions in the proposed system. in the case of
workers affected by the program.

(C) The plan will provide evidence that
there has been compliance with subpara-
graphs (A) and (B). including a description of
the results of the negotiations.

(13) TERMJNOLOCY.—The plan shall adhere
to uniform definitions of terms, as specified
by the Secretary.

(b) APPROVAL OF PLANS—The Secretary
shall approve a plan submitted by a State if
the Secretary determines that the plan—

(I) was developed by the State after a pub-
lic comment period of not less than 30 days:
and

(2) meets the requirements of subsection
(a).
The approval of such a plan shall take effect
as of the first day of the first fiscal year be-
ginning after the date of such approval (ex-
cept that any approval made before January
1. 1997, shall be effective as of January 1.
1997). In order to budget funds allotted under
this subtitle, the Secretary shall establish a
deadline for the submission of such plan be-
fore the beginning of a fiscal year as a condi-
tion of its approval effective with that fiscal
year. Any significant changes to the State
plan shall be submitted to the Secretary in
the form of plan amendments and shall be
subject to approval by the Secretary.

(c) MOr'ITORINC.-.—The Secretary shall an-
nually monitor the compliance of State
plans with the requirements of this subtitle
according to specified performance stand-
ards. In accordance with section 7508(e).
States that fail to comply with such require-
ments may be subject to a reduction in the
Federal matching rates available to the
State under section 7508(a) or the withhold-
ing of Federal funds for services or adminis-
tration until such time as compliance is
achieved.
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(d) TECHNICAL ASSISTANCE—The Secretary

shall ensure the availability of ongoing tech-
nical assistance to States under this section.
Such assistance shall include serving as a
clearinghouse for information regarding suc-
cessful practices in providing long-term care
services.

(e) REGULATIONS. —The Secretary shall
issue such regulations as may be appropriate
to carry Out this subtitle on a timely basis.
SEC. 7503. INDIVIDUALS WITH DISABIUTIES DE.

FINED.
(a) IN GENERAL—For purposes of this sub-

title. the term 'individual with disabilities'
means any individual within one or more of
the following categories of individuals:

(I) INDIVIDUAL'S REQUIRiNG HELP WITH AC-
TIVITIES OF DAILY LIVING—An individual of
any age who—

(A) requires hands-on or standby assist-
ance. supervision, or cueing (as defined in
regulations) to perform three or more activi-
ties of daily living (as defined in subsection
(d)); and

(B) is expected to require such assistance.
supervision, or cueing over a period of at
least 90 days.

(2) INDIVIDUALS WITH SEVERE COGNITIVE OR
MENTAL IMPAIRMENT—An individual of any
age—

(A) whose score, on a standard mental sta-
tus protocol (or protocols) appropriate for
measuring the individuals particular condi-
tion specified by the Secretary. indicates ei-
ther severe cognitive impairment or severe
mental impairment, or both:

(B) who—
(i) requires hands-on or standby assistance.

supervision, or curing with one or more ac-
tivities of daily living:

(ii) requires hands-on or standby assist-
ance. supervision, or cueing with at least
such instrumental activity (or activities) of
daily living related to cognitive or mental
impairment as the Secretary specifies: or

(iii) displays symptoms of one or more se-
rious behavioral problems (that is on a list of
such problems specified by the Secretary)
that create a need for supervision to prevent
harm to self or others: and

(C) who is expected to meet the require-
ments of subparagraphs (A) and (B) over a
period of at least 90 days.
Not later than 2 years after the date of en-
actment of this Act, the Secretary shall
make recommendations regarding the most
appropriate duration of disability under this
paragraph.

(3) INDIVIDUALS WITH SEVERE OR PROFOUND
MENTAL RETARDATION—An individual of any
age who has severe or profound mental retar-
dation (as determined according to a proto-
col specified by the Secretary).

(4) YOUNG CHILDREN WITH SEVERE DISABIL-
ITIES—An individual under 6 years of age
who—

(A) has a severe disability or chronic medi-
cal condition that limits functioning in a
manner that is comparable in severity to the
standards established under paragraphs (I),
(2). or (3); and

(B) is expected to have such a disability or
condition and require such services over a
period of at least 90 days.

(5) STATE OPTIOf'J WITH RESPECT TO INDIVID-
UALS WITH COMPARABLE DISABILITIES—Not
more than 2 percent of a State's allotment
for services under this subtitle may be ex-
F)ended for the provision of services to indi-
viduals with severe disabilities that are com-
parable in severity to the criteria described
n paragraphs (I) through (4). but who fail to
meet the criteria in any single category
under such paragraphs.

(b) DETERMINATION.—
(I) IN GENERAL—In formulating eligibility

criteria under subsection (a), the Secretary
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shall establish criteria for assessing the
functional level of disability among all cat-
egories of individuals with disabilities that
are comparable in severity, regardless of the
age or the nature of the disabling condition
of the individual. The determination of
whether an individual is an individual with
disabilities shall be made by a public or non-
profit agency that is specified under the
State plan and that is not a provider of home
and community-based services under this
subtitle and by using a uniform protocol con-
sisting of an initial screening and a deter-
mination of disability specified by the Sec-
retary. A State may not impose cost sharing
with respect to a determination of disability.
A State may collect additional information.
at the time of obtaining information to
make such determination, in order to pro-
vide for the assessment and plan described in
section 7504(b) or for other purposes.

(2) PERIODIC REASSESSMENT—The deter-
mination that an individual is an individual
with disabilities shall be considered to be ef-
fective under the State plan for a period of
not more than 6 months (Or for such longer
period in such cases as a significant change
in an individual's condition that may affect
such determination is unlikely). A reassess-
ment shall be made if there is a significant
change in an individual's condition that may
affect such determination.

(c) ELIGIBILITY CRITERIA.—The Secretary
shall reassess the validity of the eligibility
criteria described in subsection (a) as new
knowledge regarding the assessments of
functional disabilities becomes available.
The Secretary shall report to the Congress
on its findings under the preceding sentence
as determined appropriate by the Secretary.

(d) AcTlvrrY OF DAILY LIVING DEFINED.—
For purposes of this subtitle, the term "ac-
tivity of daily living' means any of the fol-
lowing: eating. toileting. dressing. bathing.
and transferring.
SEC. 7504. HOME AND COMMUNITY-BASED SERV.

ICES COVERED UNDER STATE PLAN.
(a) SPECIFICATION.—
(I) IN GENERAL—Subject to the succeeding

provisions of this section. the State plan
under this subtitle shall specify—

(A) the home and community-based serv-
ices available under the plan to individuals
with disabilities (or to such categories of
such individuals): and

(B) any limits with respect to such serv-
ices.

(2) FLEBIUTY IN MEETING INDIVIDUAL
NEEDS—Subject to subsection (e)(2), such
services may be delivered in an individuals
home, a range of community residential ar-
rangements, or outside the home,

(b) REQUIREMENT FOR NEEDS ASSESSMENT
ND PLAN OF CARE.—

(I) IN GENERAL—The State plan shall pro-
vide for home and community-based services
to an individual with disabilities only if the
following requirements are met:

(A) COMPREI-IENSWE ASSESSMENT.—
(i) IN CENERAL.—A comprehensive assess-

ment of an individual's need for home and
community-based services (regardless of
whether all needed services are available
under the plan) shall be made in accordance
with a uniform, comprehensive assessment
tool that shall be used by a State under this
paragraph with the approval of the Sec-
retary. The comprehensive assessment shall
be made by a public or nonprofit agency that
is specified under the State plan and that is
not a provider of home and community-based
services under this subtitle.

(ii) EXCEPT]ON.—The State may elect to
waive the provisions of clause (i) if—

(I) with respect to any area of the State.
the State has determined that there is an in-
sufficient poo1 of entities willing to perform
comprehensive assessments in such area due
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to a low population of individuals eligible for
home and community-based services under
this subtitle residing in the area: and

(II) the State plan specifies procedures
that the State will implement in order to
avoid conflicts of interest.

(B) INDIVIDUALIZED PLAN OF CARE.—
(i) IN GENERAL—An individualized plan of

care based on the assessment made under
subparagraph (A) shall be developed by a
public or nonprofit agency that is specified
under the State plan and that is not a pi'o-
vider of home and community-based services
under this subtitle, except that the State
may elect to waive the provisions of this sen-
tence if. with respect to any area of the
State. the State has determined there is an
insufficient pool of entities willing to de-
velop individualized plans of care in such
area due to a low population of individuals
eligible for home and community-based serv-
ices under this subtitle residing in the area.
and the State plan specifies procedures that
the State will implement in order to avoid
conflicts of interest.

(ii) REQUIRMENTS WITH RESPECT TO PLAN OF
CARE—A plan of care under this subpara-
graph shall—

(I) specify which services included under
the individual plan will be provided under
the State plan under this subtitle:

(H) identify (to the extent possible) how
the individual will be provided any services
specified under the plan of care and not pro-
vided under the State plan:

(iii) specify how the provision of services
to the individual under the plan will be co-
ordinated with the provision of other health
care services to the individual; and

(IV) be reviewed and updated every 6
months (or more frequently if there is a
change in the individuals condition).
The State shall make reasonable efforts to
identify and arrange for services described in
subclause (II). Nothing in this subsection
shall be construed as requiring a State
(under the State plan or otherwise) to pro-
vide all the services specified in such a plan.

(C) INVOLVEMENT OF INDIVIDUALS—The in-
dividualized plan of care under subparagraph
(B) for an individual with disabilities shall—

(i) be developed by qualified individuals
(specified in subparagraph (B));

(ii) be developed and implemented in close
consultation with the individual (or the indi-
viduals designated representative); and

(iii) be approved by the individual (or the
individuals designated representative).

(c) REQUIREMENT FOR CARE MANAGEMENT.—
(1) IN GENERAL—The State shall make

available to each category of individuals
with disabilities care management services
that at a minimum include—

(A) arrangements for the provision of such
services: and

(B) monitoring of the delivery of services.
(2) CARE MANAGEMENT SERVICES.—
(A) IN GENERAL—Except as provided in

subparagraph (B). the care management
services described in paragraph (1) shall be
provided by a public or private entity that is
not providing home and community-based
services under this subtitle.

(B) EXCEPTION—A person who provides
home and community-based services under
this subtitle may provide care management
services if—

(i) the State determines that there is an
insufficient pool of entities willing to pro-
vide such services in an area due to a low
population of individuals eligible for home
and community-based services under this
subtitle residing in such area; and

(ii) the State plan specifies procedures that
the State will implement in order to avoid
conflicts of interest.

(d) MANDATORY COVERAGE OF PERSONAL AS-
SISTANCE SERVICES—The State plan shall in-
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dude, in the array of services made available
to each category of individuals with disabil-
ities, both agency-administered and
consumer-directed personal assistance serv-
ices (as defined in subsection (h)).

(e) ADDITIONAL SERvICES.—
(1) TYPES OF SERVICES—Subject to sub-

section (f). services available under a State
plan under this subtitle may include any (or
all) of the following:

(A) Homemaker and chore assistance.
(B) Home modifications.
(C) Respite services.
(D) Assistive technology devices, as de-

fined in section 3(2) of the Technology-Relat-
ed Assistance of Individuals With Disabil-
ities Act of 1988 (29 U.S.C. 2202(2)).

(E) Adult day services.
(F) Habilitation and rehabilitation.
(C) Supported employment.
(H) Home health services.
(I) Transportation.
(J) Any other care or assistive services

specified by the State and approved by the
Secretary that will help individuals with dis-
abilities to remain in their homes and com-
munities.

(2) CRITERIA FOR SELECTION OF SERVICES.—
The State electing services under paragraph
(1) shall specify in the State plan—

(A) the methods and standards used to se-
lect the types, and the amount, duration,
and scope, of services to be covered under the
plan and to be available to each category of
individuals with disabilities; and

(B) how the types. and the amount, dura-
tion, and scope, of services specified. within
the limits of available funding, provide sub-
stantial assistance in living independently to
individuals within each of the categories of
individuals with disabilities.

(f) EXCLUSIONS AND LIMITATIONS—A State
plan may not provide for coverage of—

(1) room and board:
(2) services furnished in a hospital, nursing

facility, intermediate care facility for the
mentally retarded, or other institutional set-
ting specified by the Secretary: or

(3) items and services to the extent cov-
erage is provided for the individual under a
health plan or the Medicare program.

(g) PAYMENT FOR SERvICES—IN ORDER TO
PAY FOR COVERED SERVICES. A STATE PLAN
MAY PROVIDE FOR THE USE OF—

(1) vouchers;
(2) cash payments directly to individuals

with disabilities:
(3) capitation payments to health plans;

and
(4) payment to providers.
(h) PERSONAL ASSISTANCE SERVICES.—
(1) IN GENERAL—For purposes of this sub-

title, the term 'personal assistance serv-
ices" means those services specified under
the State plan as personal assistance serv-
ices and shall include at least hands-on and
standby assistance, supervision. cueing with
activities of daily living, and such instru-
mental activities of daily living as deemed
necessary or appropriate, whether agency-
administered or consumer-directed (as de-
fined in paragraph (2)). Such services shall
include services that are determined to be
necessary to help all categories of individ-
uals with disabilities, regardless of the age of
such individuals or the nature of the dis-
abling conditions of such individuals.

(2) CONSUMER-DIRECTED—For purposes of
this subtitle:

(A) IN GENERAL—The term consumer-di-
rected" means, with reference to personal as-
sistance services or the provider of such
services, services that are provided by an in-
dividual who is selected and managed (and,
at the option of the service recipient.
trained) by the individual receiving the serv-
ices.

(B) STATE RESPONSIBILITIES—A State plan
shall ensure that where services are provided
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in a consumer-directed manner, the State
shall create or contract with an entity, other
than the consumer or the individual pro-
vider. to—

(i) inform both recipients and providers of
rights and responsibilities under all applica-
blé Federal labor and tax law; and

(ii) assume responsibility for providing ef-
fective billing, payments for services, tax
withholding. unemployment insurance, and
workers compensation coverage, and act as
the employer of the home care provider.

(C) RIGHT OF CONSUMERS—Notwithstanding
the State responsibilities described in sub-
paragraph (B). service recipients, and, where
appropriate, their designated representative.
shall retain the right to independently se-
lect. hire. terminate, and direct (including
manage. train, schedule, and verify services
provided) the work of a home care provider.

(3) AGENCY ADMINISTERED—For purposes of
this subtitle. the term "agency-adminis-
tered" means. with respect to such services,
services that are not consumer-directed,
SEC. 7505. COST SHARING.

(a) NO COST SING FOR POOREST,—
(1) IN GENERAL—The State plan may not

impose any cost sharing for individuals with
income (as determined under subsection (d))
less than 150 percent of the official poverty
level applicable to a family of the size in-
volved (referred to in paragraph (2)).

(2) Of'FICIAL POVERTY LEVEL—For purposes
of paragraph (1), the term "official poverty
level applicable to a family of the size in-
volved" means, for a family for a year. the
official poverty line (as defined by the Office
of Management and Budget. and revised an-
nually in accordance with section 673(2) of
the Community Services Block Grant Act (42
U.S.C. 9902(2)) applicable to a family of the
size involved,

(b) SLIDING SCALE FOR REMAiNDER.—
(1) REQUIRED COININSURANCE.—The State

plan shall impose cost sharing in the form of
coinsurance (based on the amount paid under
the State plan for a service)—

(A) at a rate of 10 percent for individuals
with disabilities with income not less than
150 percent, and less than 175 percent, of such
official poverty line (as so applied):

(B) at a rate of 15 percent for such individ-
uals with income not less than 175 percent.
and less than 225 percent. of such official
poverty line (as so applied)

(C) at a rate of 25 percent for such individ-
uals with income not less than 225 percent,
and less than 275 percent, of such official
poverty line (as so applied);

(D) at a rate 0130 percent for such individ-
uals with income not less than 275 percent.
and less than 325 percent, of such official
poverty line (as so applied);

(E) at a rate of 35 percent for such individ-
uals with income not less that 325 percent,
and less than 400 percent. of such official
poverty line (as so applied) and

(F) at a rate of 40 percent for such individ-
uals with income equal to at least 400 per-
cent of such official poverty line (as so ap-
plied).

(2) REQUIRED ANNUAL DEDUCTIBLE—The
State plan shall impose cost sharing in the
form of an annual deductible—

(A) of $100 for individuals with disabilities
with income not less than 150 percent, and
less than 175 percent, of such official poverty
line (as so applied):

(B) of $200 for such individuals with income
not less than 175 percent, and less than 225
percent, of such official poverty line (as so
applied):

(C) of $300 for such individuals with income
not less than 225 percent, and less than 275
percent. of such official poverty line (as so
applied);

(D) of $400 for such individuals with income
not less than 275 percent. and less than 325
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percent, of Such official poverty line (a so
applied):

(E) of $500 for Such individuals with income
not less than 325 percent. and less than 400
percent, of such official poverty line (as so
applied): and

(F) of $600 for such individuals with income
equal to at least 400 percent of such official
poverty line (as so applied).

(c) RECOMMENDATION OF THE SECRETARY.—
The Secretary shall make recommendations
to the States as to how to reduce cost-shar-
ing for individuals with extraordinary out-
of-pocket costs for whom the cost-sharing
provisions of this section could jeoparchze
their ability to take advantage of the serv-
ices offered under this subtitle. The Sec-
retary shall establish a methodology for re-
ducing the cost-sharing burden for indivlid-
uals with exceptionally high out-of-pocket
costs under this subtitle.

(d) DETERMINATION OF INCOME FOR PUR-
POSES OF COST SHARING—The State plan
shall specify the process to be used to deter-
mine the income of an individual with dis-
abilities for purposes of this section. Such
standards shall include a uniform Fedei'il
definition of income and any allowable d-
ductions from income.
SEC. 7506. QUALITY ASSURANCE AND SAFE-

GUARDS.
(a) QUALITY ASSURANCE.—
(1) IN .GENERA1,L.—The State plan shall

specify how the State will ensure and mon-
itor the quality of services, including—

(A) safeguarding the health and safety of
individuals with disabilities:

(B) setting the minimum standards for
agency providers and how such standarth;
will be enforced;

(C) setting the minimum competency re-
quirements for agency provider employees
who provide direct services under this sub
title and how the competency of such em-
ployees will be enforced:

(D) obtaining meaningful consumer input.
including consumer surveys that measure
the extent to which participants receive the
services described in the plan of care and
participant satisfaction with such services;

(E) establishing a process to receive. inves
tigate. and resolve allegations of neglect 01,
abuse:

(F) establishing optional training pro-
grams for individuals with disabilities in the
use and direction of consumer directed pro-
viders of personal assistance services:

(C) establishing an appeals procedure for
eligibility denials and a grievance procedure
for disagreements with the terms of an indi-
vidualized plan of care;

(1-I) providing for participation in quality
assurance activities; and

(I) specifying the role of the Long-Term
Care Ombudsman (under the Older Ameri-
cans Act of 1965 (42 U.S.C. 300! et seq.)) and
the protection and advocacy system (estab-
lished under section 142 of the Developmen-
tal Disabilities Assistance and Bill of Rights
Act (42 U.S.C. 6042)) in assuring quality of
services and protecting the rights of individ-
uals with disabilities.

(2) ISSUANCE OF REGULATIONS—Not later
than 1 year after the date of enactment of
this Act, the Secretary shall issue regula-
tions implementing the quality provisions of
this subsection,

(b) FEDERAL STANDARDS—The State plan
shall adhere to Federal quality standards in
the following areas:

(1) Case review of a specified sample of cli-
ent records.

(2) The mandatory reporting of abuse, ne-
glect. or exploitation.

(3) The development of a registry of pro-
vider agencies or home care workers and
consumer directed providers of personal as-
sistance services against whom any com-
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plaints have been sustained, which shall be
available to the public.

(4) Sanctions to be imposed on States or
providers, including disqualification from
the program. if minimum standards are not
met.

(5) Surveys of client satisfaction.
(6) State optional training programs for in-

formal caregivers.
(c) CLiENT ADVOCACY.—
(1) IN GENERAL—The State plan shall pro-

vide that the State will expend the amount
allocated under section 7509(b)(2) for client
advocacy activities. The State may use such
funds to augment the budgets of the Long-
Term Ombudsman (under the Older Ameri-
cans Act of 1965 (42 U.S.C. 3001 et seq.) and
the protection and advocacy system (estab-
lished under section 142 of the Developmen-
tal Disabilities Assistance and Bill of Rights
Act (42 U.S.C. 6042)) or may establish a sepa-
rate and independent client advocacy office
in accordance with paragraph (2) to admin-
ister a new program designed to advocate for
client rights.

(2) Cur ADVOCACY OFFICE.—
(A) IN GENERAL—A client advocacy office

established under this paragraph shall—
(i) identify. investigate, and resolve com-

plaints that—
(I) are made by. or on behalf of. clients:

and
(II) relate to action, inaction, or decisions.

that may adversely affect the health, safety.
welfare, or rights of the clients (including
the welfare and rights of the clients with re-
spect to the appointment and activities of
guardians and representatives payees) of—

(aa) providers, or representatives of provid-
ers. of long-term care services;

(bb) public agencies; or
(cc) health and social service agencies;
(ii) provide services to assist the clients in

protecting the health, safety. welfare, and
rights of the clients;

(iii) inform the clients about means of ob-
taining services provided by providers or
agencies described in clause (i) (II) or services
described in clause (ii):

(iv) ensure that the clients have regular
and timely access to the services provided
through the office and that the clients and
complainants receive timely responses from
representatives of the office to complaints:
and

(v) represent the interests of the clients be-
fore governmental agencies and seek admin-
istrative. legal. and other remedies to pro-
tect the health, safety. welfare, and rights of
the clients with regard to the provisions of
this subtitle.

(B) COI\TFR.ACTS AND ARRANGENTS.—
(i) IN GENERAL—Except as provided in

clause (ii), the State agency may establish
and operate the office, and carry out the pro-
gram. directly, or by contract or other ar-
rangement with any public agency or non-
profit private organization.

(ii) LICENSING AND CERTIFiCATION ORGANIZA-
TIONS: ASSOCIATIONS—The State agency may
not enter into the contract or other arrange-
ment described in clause (i) with an agency
or organization that is responsible for licens-
ing. certifying, or providing long-term care
services in the State.

(d) SAFEGUARDS.—
(1) CONFIDENTIAUTY.—The State plan shall

provide safeguards that restrict the use or
disclosure of information concerning appli-
ants and beneficiaries to purposes directly
Connected with the administration of the
plan.

(2) SAFEGUARDS AGAINST ABUSE—The State
plans shall provide safeguards against phys-
ical, emotional. or financial abuse or exploi-
tation (specifically including appropriate
safeguards in cases where payment for pro-
gram benefits is made by cash payments or
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vouchers given directly to individuals with
disabilities). All providers of services shall
be required to register with the State agen-
cy.

(3) REGULATIONS—NOt later than January
1, 1997. the Secretary shall promulgate regu-
lations with respect to the requirements on
States under this subsection.

(e) SPECIFIED RIGHTS—The State plan
shall provide that in furnishing home and
community-based services under the plan the
following individual rights are protected:

(1) The right to be fully informed in ad-
vance, orally and in writing, of the care to be
provided, to be fully informed in advance of
any changes in care to be provided, and (ex-
cept with respect to an individual deter-
mined incompetent) to participate in plan-
ning care or changes in care.

(2) The right to—
(A) voice grievances with respect to serv-

ices that are (or fail to be) furnished without
discrimination or reprisal for voicing griev-
ances;

(B) be told how to complain to State and
local authorities: and

(C) prompt resolution of any grievances or
complaints.

(3) The right to confidentiality of personal
and clinical records and the right to have ac-
cess to such records.

(4) The right to privacy and to have one's
property treated with respect.

(5) The right to refuse all or part of any
care and to be informed of the likely con-
seq uences of such refusal.

(6) The right to education or training for
oneself and for 'members of one's family or
household on the management of care.

(7) The right to be free from physical or
mental abuse, corporal punishment. and any
physical or chemical restraints imposed for
purposes of discipline or convenience and not
included in an individuals plan of care.

(8) The right to be fully informed orally
and in writing of the individual's rights.

(9) The right to a free choice of providers.
(10) The right to direct provider activities

when an individual is competent and willing
to direct such activities.
SEC. 7507. ADVISORY GROUPS.

(a) FEDERAL ADVISORY GROUP.—
(1) ESTABLISHMENT—The Secretary shall

establish an advisory group. to advise the
Secretary and States on all aspects of the
program under this subtitle.

(2) COMPOSITION—The group shall be com-
posed of individuals with disabilities and
their representatives, providers, Federal and
State officials. and local community imple-
menting agencies. A majority of its members
shall be individuals with disabilities and
their representatives.

(b) STATE ADVISORY GROUPS.—
(1) IN Gi.—Each State plan shall pro-

vide for the establishment and maintenance
of an advisory group to advise the State on
all aspects of the State plan under this sub-
title.

(2) COMPOSITION—Members of each advi-
sory group shall be appointed by the Gov-
ernor (or other chief executive officer of the
State) and shall include individuals with dis-
abilities and their representatives, providers.
State officials, and local community imple-
menting agencies. A majority of its members
shall be individuals with disabilities and
their representatives. The members of the
advisory group shall be selected from those
nominated as described in paragraph (3).

(3) SELECTION OF rvERS.—Each State
shall establish a process whereby all resi-
dents of the State, including individuals
with disabilities and their representatives.
shall be given the opportunity to nominate
members to the advisory group.

(4) PARTICULAR CONCERNS—Each advisory
group shall—
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(A) before the State plan is developed, ad-

vise the State on guiding principles and val-
ues. policy directions, and specific compo-
nents of the plan;

(B) meet regularly with State officials in-
volved in developing the plan, during the de-
velopment phase, to review and comment on
all aspects of the plan:

(C) participate in the public hearings to
help assure that public comments are ad-
dressed to the extent practicable;

(D) report to the Governor and make avail-
able to the public any differences between
the groups recommendations and the plan:

(E) report to the Governor and make avail.
able to the public specifically the degree to
which the plan is consumer-directed; and

(F) meet regularly with officials of the des-
ignated State agency (or agencies) to provide
advice on all aspects of implementation and
evaluation of the plan.
SEC. 7508. PAYMENTS TO STATES.

(a) IN GENERAL—Subject to section
7502(a)(9)(C) (relating to limitation on pay-
ment for administrative costs). the Sec-
retary, in accordance with the Cash Manage-
ment Improvement Act, shall authorize pay-
ment to each State with a plan approved
under this subtitle, for each quarter (begin-
ning on or after January 1. 1997). from its al-
lotment under section 7509(b), an amount
equal to—

(1)(A) with respect to the amount dem-
onstrated by State claims to have been ex-
pended during the year for home and commu-
nity-based services under the plan for indi-
viduals with disabilities that does not exceed
20 percent of the amount allotted to the
State under section 7509(b). 100 percent of
such amount; and

(B) with respect to the amount dem-
onstrated by State claims to have been ex-
pended during the year for home and commu-
nity-based services under the plan for indi-
viduals with disabilities that exceeds 20 per-
cent of the amount allotted to the State
under section 7509(b). the Federal home and
community-based services matching percent.
age (as defined in subsection (b)) of such
amount; plus

(2) an amount equal to 90 percent of the
amount demonstrated by the State to have
been expended during the quarter for quality
assurance activities under the plan; plus

(3) an amount equal to 90 percent of
amount expended during the quarter under
the plan for activities (including preliminary
screening) relating to determination of eligi-
bility and performance of needs assessment;
plus

(4) an amount equal to 90 percent (or. be-
ginning with quarters in fiscal year 2005. 75
percent) of the amount expended during the
quarter for the design, development, and in-
stallation of mechanical claims processing
systems and for information retrieval; pkus

(5) an amount equal to 50 percent of the re-
mainder of the amounts expended during the
quarter as found necessary by the Secretary
for the proper and efficient administration of
the State plan.

(b) FEDERAL HOME AND COMMUNITY-BASED
SERVICES MATCHING PERCENTAGE. —In sub-
section (a), the term Federal home and
community-based services matching percent-
age" means, with respect to a State. the
State's Federal medical assistance percent-
age (as defined in section 2122(c) of the So-
cial Security Act) increased by 15 percentage
points, except that the Federal home and
community-based services matching percent-
age shall in no case be more than 95 percent.

(c) PAYMENflS ON ESTiMATES WITH RETRO-
SPECTIVE ADJUSTMEN'rS.—The method of
computing and making payments under this
section shall be as follows:

(I) The Secretary shall, prior to the begin-
ning of each quarter, estimate the amount to

year.
(D) CONSTRUCTION—Nothing in this sub-

section shall be construed as requiring
States to determine eligibility for medical
assistance under the State medicaid plan on
behalf of individuals receiving assistance
under this subtitle.

(b) ALLOTMENTS TO STATES.—
(1) IN GEERAL.—The Secretary shall allot

the amounts available under the appropria-
tion authorized for the fiscal year under
paragraph (1) subsection (a) (without regard
to any adjustment to such amount under
paragraph (5) of such subsection), to the
States with plans approved under this sub-
title in accordance with an allocation for-
mula developed by the Secretary that takes
into account—

(A) the percentage of the total number of
individuals with disabilities in all States
that reside in a particular State:

(B) the per capita costs of furnishing home
and community-based services to individuals
with disabilities in the State; and

(C) the percentage of all individuals with
incomes at or below 150 percent of the offi-
cial poverty line (as described in section
7505(a)(2)) in all States that reside in a par-
ticular State.

(2) ALLOCATION FOR CLIENT ADVOCACY AC-
TIVITIES—Each State with a plan approved
under this subtitle shall allocate one-half of
one percent of the State's total allotment
under paragraph (I) for client advocacy ac-
tivities as described in section 7506(c).

(3) NO DUPLICATE PAYMENT—No payment
may be made to a State under this section
for any services provided to an individual to
the extent that the State received payment
for such services under section 2122(a) of the
Social Security Act.

(4) REALLOCATIONS—Any amounts allotted
to States under this subsection for a year
that are not expended in such year shall re-
main available for State programs under this
subtitle and may be reallocated to States as
the Secretary determines appropriate.

(5) SAVINGS DUE TO MEDICAID OFFSETS.—
(A) IN GENERAL—Except as provided in

subparagraph (B). from the total amount of
the increase in the amount available for a
fiscal year under paragraph (I) of subsection
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be paid to the State under subsection (a) for have been paid for such individuals under the
such quarter, based on a report filed by the State medicaid plan. At the time a State
State containing its estimate of the total first submits its plan under this subtitle and
sum to be expended in such quarter. and such before each subsequent fiscal year (through
other information as the Secretary may find fiscal year 2005). the State also must provide
necessary. the Secretary with such budgetary iriforma-

(2) From the allotment available therefore. tion (for each fiscal year through fiscal year
the Secretary shall provide for payment of 2005), as the Secretary determines to be nec-
the amount so estimated, reduced or in- essary to carry Out this paragraph.
creased, as the case may be. by any sum (not (B) REPORTS—Each State with a program
previously adjusted under this section) by under this subtitle shall submit such reports
which the Secretary finds that the estimate to the Secretary as the Secretary may re-
of the amount to be paid the State for any quire in order to monitor compliance with
prior period under this section was greater subparagraph (A). The Secretary shall speci-
or less than the amount that should have fy the format of such reports and establish
been paid. uniform data reporting elements.

(d) APPUCATION OF RULES REGARDING LIMJ- (C) ADJUSTMENTS TO APPROPRiATIONS.—
TATIONS ON PROVIDER-RELATED DONATIONS (i) IN GENERAL—For each fiscal year (be-
AND HEALTH CARE-RELATED TAXES—The pro- ginning with fiscal year 1997 and ending with
visions of section 2122(d) of the Social Secu- fiscal year 2005) and based on a review of in-
rity Act shall apply to payments to States formation submitted under subparagraph
under this section in the same manner as (A), the Secretary shall determine the
they apply to payments to States under sec- amount by which the appropriation author-
tion 2122(a) of such Act. ized under subsection (a) will increase. The

(e) FAILURE TO COMPLY WITH STATE amount of such increase for a fiscal year
PLAN—If a State furnishing home and com- shall be limited to the reduction in Federal
munity-based services under this subtitle expenditures of medical assistance (as deter-
fails to comply with the State plan approved mined by Secretary) that would have been
under this subtitle, the Secretary may either made under title XXI of the Social Security
reduce the Federal matching rates available Act but for the provision of home and com-
to the State under subsection (a) or withhold munity-based services under the program
an amount of funds determined appropriate under this subtitle.
by the Secretary from any payment to the (ii) ANNUAL PUBLICATION—The Secretary
State under this section. shall publish before the beginning of such fis-
SEC. 7509. APPROPRIATIONS; ALLOTMENTS TO cal year, the revised appropriation author-

STATES. ized under this subsection for such fiscal
(a) APPROPRIATIONS.—
(1) FISCAL YEARS 1997 THROUGH 2005.—Subject

to paragraph (5) (C), for purposes of this sub-
title. the appropriation authorized under
this subtitle for each of fiscal years 1997
through 2005 is the following:

(A) For fiscal year 1997. $800,000,000.
(B) For fiscal year 1998, $1,600,000,000.
(C) For fiscal year 1999, $2,600,000,000.
(D) For fiscal year 2000, $3,700,000,000.
(E) For fiscal year 2001, $5,000,000,000.
(F) For fiscal year 2002. $6,500,000,000.
(G) For fiscal year 2003, $8,200,000,000.
(H) For fiscal year 2004, $10,100,000,000.
(I) For fiscal year 2005. $12,100,000,000.
(2) SU8SEQUENT FISCAL YEARS.—For pur-

poses of this subtitle, the appropriation au-
thorized for State plans under this subtitle
for each fiscal year after fiscal year 2005 is
the appropriation authorized under this sub-
section for the preceding fiscal year multi-
plied by—

(A) a factor (described in paragraph (3)) re-
flecting the change in the consumer price
index for the fiscal year; and

(B) a factor (described in paragraph (4)) re-
flecting the change in the number of individ-
uals with disabilities for the fiscal year.

(3) CPI INCREASE FACTOR—For purposes of
paragraph (2) (A), the factor described in this
paragraph for a fiscal year is the ratio of—

(A) the annual average index of the
consumer price index for the preceding fiscal
year. to—

(B) such index, as so measured, for the sec-
ond preceding fiscal year.

(4) DISABLED POPULATION FACTOR—For pur-
poses of paragraph (2)(B). the factor de-
scribed in this paragraph for a fiscal year is
100 percent plus (or minus) the percentage
increase (or decrease) change in the disabled
population of the United States (as deter-
mined for purposes of the most recent update
under subsection (b) (3) (D)).

(5) ADDITIONAL FUNDS DUE 'TO MDICA1D OFF-
SETS.—

(A) IN GENERAL—Each participating State
must provide the Secretary with information
concerning offsets and reductions in the
medicaid program resulting from home and
community-based services provided disabled
individuals under this subtitle, that would
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(a) resulting from the application of para-
graph (5) of such subsection, the Secretary
shall allot to each State with a plan ap-
proved under this subtitle, an amount equal
to the Federal offsets and reductions in the
State's medicaid plan for such fiscal year
that was reported to the Secretary under
subsection (a)(5). reduced or increased, as the
case may be. by any amount by which the
Secretary determines that any estimated
Federal offsets and reductions in such
State's medicaid plan reported to the Sec-
retary under subsection (a)(5) for the pre-
vious fiscal year were greater or less than
the actual Federal offsets and reductions hi
such State's medicaid plan.

(B) CAP ON STATE SAVINCS ALLOTMENT.—Th1
no case shall the allotment made under this
paragraph to any State for a fiscal year ex
ceed the product of—

(i) the Federal medical assistance percent-
age for such State (as defined under section
2122(c) of the Social Security Act): multi-
plied by

(ii)(I) for fiscal year 1997. the base medical
assistance amount for the State (as deter-
mined under subparagraph (C)) updated
through the midpoint of fiscal year 1997 by
the estimated percentage change in the
index described in section 7502(a)(1)(B)(iii)
during the period beginning on October I,
1995. and ending at that midpoint: and

(II) for succeeding fiscal years. an amount
equal to the amount determined under this
clause for the previous fiscal year updated
through the midpoint of the year by the esti-
mated percentage change in such index dur-
ing the 12-month period ending at that mid-
point. with appropriate adjustments to re-
flect previous underestimations or overesti-
mations under this clause in the projected
percentage change in such index.

(C) BASE MEDICAL ASSISTANCE AMOUNT.—
The base medical assistance amount for a
State is an amount equal to the total ex-
penditures from Federal and State funds
made under the State plan under title XIX of
the Social Security Act (42 U.S.C. 1396 et
seq.) during fiscal year 1995 with respect to
medical assistance consisting of the services
described in section 7502(a) (1) (C).

(c) STATE ENTITLEMENT.—This subtitle
constitutes budget authority in advance of
appropriations Acts, and represents the obli-
gation of the Federal Government to provide
for the payment to States of amounts de-
scribed in subsection (a).
SEC. 7510. REPEALS.

Section 12111 and chapter 1 of subtitle C of
title XII of this Act are hereby repealed.

KOHL AMENDMENT NO. 3002
(Ordered to lie on the table.)
Mr. KOHL submitted an amendment

intended to be proposed by him to the
bill S. 1357, supra: as follows:

At the end of chapter 8 of subtitle I of title
XII. insert the following new sections:
SEC. 12879. ROLLOVER OF GAIN FROM SALE OF

FARM ASSETS TO INDIVIDUAL RE-
TIREMENT PLANS.

(a) IN GENg1..—Part III of subchapter 0
of chapter 1 (relating to common nontaxable
exchanges) is amended by inserting after sec-
tion 1034 the following new section:
'SEC. 1034A. ROLLOVER OF GAIN ON SALE OF

FARM ASSETS INTO ASSET ROLL-
OVER ACCOUNT.

(a) NONRECOGNITION OF GAIN—Subject to
the limits of subsection (c). if a taxpayer has
a qualified net farm gain from the sale of a
qualified farm asset, then, at the election of
the taxpayer. gain (if any) from such sale
shall be recognized only to the extent such
gain exceeds the contributions to I or more
asset rollover accounts of the taxpayer for
the taxable year in which such sale occurs.
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(b) ASSET ROLLOVER ACCOUNT.—

'(1) GE R.AL RULE—Except as provided in
this section. an asset rollover account shall
be treated for purposes of this title in the
same manner as an individual retirement
plan.

(2) ASSET ROLLOVER ACCOUNT—For pur-
poses of this title, the term 'asset rollover
account' means an individual retirement
plan which is designated at the time of the
establishment of the plan as an asset roll-
over account. Such designation shall be
made in such manner as the Secretary may
prescribe.

"Cc) CONTRIBUTION RULES.—
(1) NO DEDUCT]OI'J ALLOWED—No deduction

shall be allowed under section 219 for a con-
tribution to an asset rollover account,

(2) ACCRECATE CONTRIBUTION LIMITA-
TION—Except in the case of rollover con-
tributions. the aggregate amount for all tax-
able years which may be contributed to all
asset rollover accounts established on behalf
of an individual shall not exceed—

(A) $500,000 ($250,000 in the case of a sepa-
rate return by a married individual), reduced
by

(B) the amount by which the aggregate
value of the assets held by the individual
(and spouse) in individual retirement plans
(other than asset rollover accounts) exceeds
$100,000.
The determination under subparagraph (B)
shall be made as of the close of the taxable
year for which the determination is being
made.

(3) ANNUAL CONTRJBIJTION LIMITATIONS.—
(A) GENERAl.. RULE—The aggregate con-

tribution which may be made in any taxable
year to all asset rollover accounts shall not
exceed 100 percent of the lesser of—

(i) the qualified net farm gain for the tax-
able year. or

(ii) an amount determined by multiplying
the number of years the taxpayer is a quali-
fied farmer by $10,000.

(B) SPOUSE—In the case of a married cou-
ple filing a joint return under section 6013 for
the taxable year. subparagraph (A) shall be
applied by substituting $20,000 for $10000'
for each year the taxpayer's spouse is a
qualified farmer.

(4) ADJUSTMENT TO ANNUAL CONTRIBImON
LIMITATION—The Secretary may reduce the
percentage limitation in paragraph (3)(A) to
;uch lower percentage as the Secretary de-
ermines necessary to assure that the aggre-
gate amount of deductions for all individuals
'or a taxable year does not exceed the aggre-
uate amount of the increases in receipts for
the taxable year by reason of the amend-
ments made by sections 12880 and 12881 of the
Balanced Budget Reconciliation Act of 1995.

(5) TIME WHEN CONTRIBUTION DEEMED
MADE—For purposes of this section. a tax-
payer shall be deemed to have made a con-
?xibution to an asset rollover account on the
1tst day of the preceding taxable year if the
contribution is made on account of such tax-
able year and is made not later than the
time prescribed by law for filing the return
for such taxable year (not including exten-
sions thereof).

(d) QUALIFIED NET FARM GAIN: ETC—For
purposes of this section—

(1) QUALiFIED NET FARM CAIN—The term
qialified net farm gain' means the lesser

of—
(A) the net capital gain of the taxpayer

fo the taxable year. or
(B) the net capital gain for the taxable

year determined by only taking into account
gain (or loss) in connection with a disposi-
tion of a qualified farm asset.

(2) QUALIFIED FARM ASSET—The term
qalified farm asset means an asset used by
a qualified farmer in the active conduct of
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the trade or business of farming (as defined
in section 2032A(e)).

(3) QUALIFIED FARMER.—
(A) IN CENERAL.—The term qualified

farmer' means a taxpayer who—
(i) during the 5-year period ending on the

date of the disposition of a qualified farm
asset materially participated in the trade or
business of farming. and

(ii) owned (or who with the taxpayers
spouse owned) 50 percent or more of such
trade or business during such 5-year period.

"(B) MATERIAL PARTICIPATION—For pur-
poses of this paragraph. a taxpayer shall be
treated as materially participating in a
trade or business if the taxpayer meets the
requirements of section 2032A(e)(6).

(4) ROLLOVER CONTRIBUTIONS—Rollover
contributions to an asset rollover account
may be made only from other asset rollover
accounts.

(e) DISTRIBUTION RULES—For purposes of
this title. the rules of paragraphs (1) and (2)
of section 408(d) shall apply to any distribu-
tion from an asset rollover account.

(f) INDIVIDUAL REQUIRED TO REPORT
QUALIFIED CONTRIBUTIONS.—

'(1) IN CENERAL.—Any individual who—
"(A) makes a contribution to any asset

rollover account for any taxable year. or
(B) receives any amount from any asset

rollover account for any taxable year.
shall include on the return of tax imposed by
chapter I for such taxable year and any suc
ceeding taxable year (or on such other form
as the Secretary may prescribe) information
described in paragraph (2).

"(2) INFORMATION REQUIREI) TO BE SUP-
PLIED.—The information described in this
paragraph is information required by the
Secretary which is similar to the informa-
tion described in section 408(o) (4) (B).

"(3) PENALTIES—For penalties relating to
reports under this paragraph. see section
6693(b).".

(b) CONTRIBUTIONS NOT DEDUCTIBLE—Sec-
tion 219(d) (relating to other limitations and
restrictions) is amended by adding at the end
the following new paragraph:

"(5) CONTRIBUTIONS TO ASSET ROLLOVER AC-
COUNTS—No deduction shall be allowed
under this section with respect to a con-
tribution under section 1034A.'.

(c) EXCESS CoNTRIBUTIONS.—
(1) IN CENERAL.—Section 4973 (relating to

tax on excess contributions to individual re-
tirement accounts, certain section 403(b)
contracts, and certain individual retirement
annuities) is amended by adding at the end
the following new subsection:

(d) ASSET ROLLOVER ACCOUNTS—For pur-
poses of this section. in the case of an asset
rollover account referred to in subsection
(a)(1). the term excess contribution' means
the excess (if any) of the amount contributed
for the taxable year to such account over the
amount which may be contributed under sec-
tion 1034A.".

(2) CONFORMINC AMENDMENTS.—
(A) Section 4973(a)(1) is amended by strik-

ing or' and inserting 'an asset rollover ac-
count (within the meaning of section 1034A).
or

(B) The heading for section 4973 is amended
by inserting ASSET ROLLOVER ACCOUNTS.'
after "conbacts'.

(C) The table of sections for chapter 43 is
amended by inserting asset rollover ac-
counts." after contracts' in the item relat-
ing to section 4973.

(d) TECHNICAL AMENDMENTS.—
(1) Paragraph (I) of section 408(a) (defining

individual retirement account) is amended
by inserting or a qualified contribution
under section 1034A," before "no contribu-
tion'.
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(2) Subparagraph (A) of section 408(d) (5) is

amended by inserting or qualified contribu-
tions under section 1034A" after 'rolloveir
contributions•.

(3)(A) Subparagraph (A) of section
6693(b)(l) is amended by inserting or
1034A(f) (1) after 408(o) (4)".

(B) Section 6693(b) (2) is amended by insert-
ing or 1034A(f)(1)' after 408(o) (4)".

(4) The table of sections for part III of sub-
chapter 0 of chapter 1 is amended by insert-
ing after the item relating to section 1034 the
following new item:

Sec. 1034A. Rollover of gain on sale of farm
assets into asset rollover ac-
count.

(e) EFFECTiVE DATE—The amendments
made by this section shall apply to sales arid
exchanges after the date of the enactment of
this Act.
SEC. 12880. DISPOSITION OF STOCK IN DOMESTIC

CORPORATIONS BY 10-PERCENT
FOREIGN SHAREHOLDERS.

(a) GENERAL RULE—Subpart D of part II of
subchapter N of chapter 1 (relating to mis-
cellaneous provisions) is amended by adding
at the end the following new section
SEC. 899. DISPOSITION OF STOCK IN DOMESTIC

CORPORATIONS BY 10-PERCENT
FOREIGN SHAREHOLDERS.

(a) GENERAL RULE.—
(1) TREATMENT AS EFFECTIVELY CONNECTED

WITh UNITED STATES TRADE OR BUSINESS—For
purposes of this title, if any nonresident
alien individual or foreign corporation is a
10-percent shareholder in any domestic cor-
poration, any gain or loss of such individual
or foreign corporation from the disposition
of any stock in such domestic corporation
shall be taken into account—

(A) in the case of a nonresident alien indi-
vidual, under section 871 (b) (1), or

(B) in the case of a foreign corporation,
under section 882(a) (1).
as if the taxpayer were engaged during the
taxable year in a trade or business within
the United States through a permanent es-
tablishment in the United States and as if
such gain or loss were effectively connected
with such trade or business and attributable
to such permanent establishment. Notwith-
standing section 865. any such gain or loss
shall be treated as from sources in the Unit-
ed States.

(2) 24-PERCENT flNIMUM TAX ON NON-
RESIDENT ALIEN INDIVIDUALS—

(A) IN GENERAL—In the case of any non-
resident alien individual, the amount deter-
mined under section 55(b) (1) (A) shall not be
less than 24 percent of the lesser of—

"(i) the individual's alternative minimum
taxable income (as defined in section 55(b)(2))
for the taxable year, or

'(ii) the individual's net taxable stock gain
for the taxable year.

(B) NET TAXABLE STOCK CAIN—For pur-
poses of subparagraph (A), the term net tax-
able stock gain means the excess of—

(i) the aggregate gains for the taxable
year from dispositions of stock in domestic
corporations with respect to which such indi-
vidual is a 10-percent shareholder, over

(ii) the aggregate of the losses for the tax-
able year from dispositions of such stock.

(C) COORDINATION WITH SECTION 897(a)(2).—
Section 897(a)(2)(A) shall not apply to any
nonresident alien individual for any taxable
year for which such individual has a net tax-
able stock gain, but the amount of such net
taxable stock gain shall be increased by the
amount of such individual's net United
States real property gain (as defined in sec-
tion 897(a) (2) (B)) for such taxable year.

(b) 10-PERCENT SHAREHOLDER.—
(1) IN GENERAL—For purposes of this sec-

tion. the term 10-percent shareholder'
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means any person who at any time during
the shorter of—

(A) the period beginning on January 1,
1996, and ending on the date of the disposi-
tion, or

(B) the 5-year period ending on the date of
the disposition,
owned 10 percent or more (by vote or value)
of the stock in the domestic corporation.

(2) CONSTRUCTIvE OWNERSHIP.—
(A) IN GENERAL—Section 318(a) (relating

to constructive ownership of stock) shall
apply for purposes of paragraph (1).

(B) MODIFICATiONS—For purposes of sub-
paragraph (A)—

'(i) paragraph (2)(C) of section 318(a) shall
be applied by substituting 10 percent for 50
percent', and

"(ii) paragraph (3)(C) of section 318(a) shall
be applied—

"(I) by substituting 10 percent' for 50 per-
cent', and

(II) in any case where such paragraph
would not apply but for subclause (I). by con-
sidering a corporation as owning the stock
(other than stock in such corporation) owned
by or for any shareholder of such corporation
in that proportion which the value of the
stock which such shareholder owns in such
corporation bears to the value of all stock in
such corporation.

"(3) TREATMENT OF STOCK MELD BY CERTAIN
PARTNERSHIPS.—

(A) IN GENERAL—For purposes of this sec-
tion, if—

'(i) a partnership is a 10-percent share-
holder in any domestic corporation, and

(ii) 10 percent or more of the capital or
profits interests in such partnership is held
(directly or indirectly) by nonresident alien
individuals or foreign corporations.
each partner in such partnership who is not
otherwise a 10-percent shareholder in such
corporation shall, with respect to the stock
in such corporation held by the partnership,
be treated as a 10-percent shareholder in
such corporation.

- (B) EXCEPTION.—
'(i) IN GENERAL—Subparagraph (A) shall

not apply with respect to stock in a domestic
corporation held by any partnership if. at all
times during the 5-year period ending on the
date of the disposition involved—

• (I) the aggregate bases of the stock and
securities in such domestic corporation held
by such partnership was less than 25 percent
of the partnerships net adjusted asset cost,
and

(II) the partnership did not own 50 per-
cent or more (by vote or value) of the stock
in such domestic corporation.
The Secretary may by regulations disregard
any failure to meet the requirements of
subclause (I) where the partnership normally
met such requirements during such 5-year
period.

(ii) NET ADJUSTED ASSET COST—For pur-
poses of clause (i), the term net adjusted
asset cost' means—

(I) the aggregate bases of all of the assets
of the partnership other than cash and cash
items, reduced by

(II) the portion of the liabilities of the
partnership not allocable (on a proportionate
basis) to assets excluded under subclause (I).

(C) EXCEPTION NOT TO APPLY TO 50-PERCENT
PARTNERS—Subparagraph (B) shall not apply
in the case of any partner owning (directly
or indirectly) more than 50 percent of the
capital or profits interests in the partnership
at any time during the 5-year period ending
on the date of the disposition.

(D) SPECLA.1.. RULES—For purposes of sub-
paragraph (B) and (C)—

'(i) TREATMENT OF PREDECESSORS—Any
reference to a partnership or corporation

October 27, 1995
shall be treated as including a reference to
any predecessor thereof.

(ii) PARTNERSHIP NOT IN EXSTENCE.—If
any partnership was not in existence
throughout the entire 5-year period ending
on the date of the disposition, only the por-
tion of such period during which the partner-
ship (Or any predecessor) was in existence
shall be taken into account.

(E) OThER PASS-ThRU ENTITIES: TIERED EN-
TITIES—Rules similar to the i-tiles of the pre-
ceding provisions of this paragraph shall also
apply in the case of any pass-thi-u entity
other than a partnership and in the case of
tiered partnerships and other entities.

(c) COORDINATION WITh NONRECOGNITION
PROVISIONS; ETC.—

'(1) COORDINATION WiTH NONRECOGNITION
PROVISIONS.—

(A) IN GENERAL—Except as provided in
subparagraph (B), any nonrecognition provi-
sion shall apply for purposes of this section
to a transaction only in the case of—

'(i) an exchange of stock in a domestic
corporation for other property the sale of
which would be subject to taxation under
this chapter, or

(ii) a distribution with respect to which
gain or loss would not be recognized under
section 336 if the sale of the distributed prop-
erty by the distributee would be subject to
tax under this chapter.

"(B) REGULATIONS—The Secretary shall
prescribe regulations (which are necessary or
appropriate to prevent the avoidance of Fed-
eral income taxes) providing—

• (i) the extent to which nonrecognition
provisions shall, and shall not, apply for pur-
poses of this section, and

'(ii) the extent to which—
(I) transfers of property in a reorganiza-

tion, and
"(II) changes in interests in, or distribu-

tions from, a partnership, trust, or estate,
shall be treated as sales of property at fair
market value.

'(C) NONRECOGNITION PROVISION—For pur-
poses of this paragraph. the term non-
recognition provision' means any provision
of this title for not recognizing gain or loss.

(2) CERTAIN OTHER RULES MADE APPLICA-
BLE.—For purposes of this section. rules
similar to the rules of subsections (g) and (j)
of section 897 shall apply.

• (d) CERTAIN INTEREST TREATED AS
STOCK—For purposes of this section—

-. (1) any option or other right to acquire
stock in a domestic corporation.

- (2) the conversion feature of any debt in-
strument issued by a domestic corporation.
and

(3) to the extent provided in regulations,
any other interest in a domestic corporation
other than an interest solely as creditor,
shall be treated as stock in such corporation.

(e) TREATMENT OF CERTAIN GAIN AS A DIV-
IDEND—In the case of any gain which would
be subject to tax by reason of this section
but for a treaty and which results from any
distribution in liquidation or redemption. for
purposes of this subtitle, such gain shall be
treated as a dividend to the extent of the
earnings and profits of the domestic corpora-
tion attributable to the stock. Rules similar
to the rules of section 1248(c) (determined
without regard to paragraph (2)(D) thereof)
shall apply for purposes of the preceding sen-
tence.

(f) REGULATIONS—The Secretary shall
prescribe such regulations as may be appro-
priate to carry Out the purposes of this sec-
tion, including—

(1) regulations coordinating the provi-
sions of this section with the provisions of
section 897, and

(2) regulations aggregating stock held by
a group of persons acting together."
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(b) WITHHOLDING OF TAX—Subchapter A of

chapter 3 is amended by adding at the nd
the following new section:
"SEC. 1447. WITHHOLDINC OF TAX ON CERTAiN

STOCK DISPOSITIONS.
(a) GENERAL RULE—Except as otherwise

provided in this section. in the case of ny
disposition of stock in a domestic corpora-
tion by a foreign person who is a 10-percent
shareholder in such corporation, the with-
holding agent shall deduct and withhold a
tax equal to 10 percent of the amount real-
ized on the disposition.

• (b) EXCEVnONS.—
(I) STOCK WHICH IS NOT REGULARLY TRAD-

ED.—In the case of a disposition of stock
which is not regularly traded, a withholding
agent shall not be required to deduct and
withhold any amount under subsection (a)
if—

(A) the transferor furnishes to such with-
holding agent an affidavit by such transferor
stating, under penalty of perjury, that sec-
tion 899 does not apply to such dispositioti
because—

(i) the transferor is not a foreign person,
or

• (ii) the transferor is not a 10-percent
shareholder, and

(B) such withholding agent does not know
(or have reason to know) that such affidavit
is not correct.

(2) SToCK WHICH IS REGULARLY TRADED.—
(A) IN GENERAL—Except as provided in

subparagraph (B). a withholding agent shall
not be required to deduct and withhold any
amount under subsection (a) with respect to
any disposition of regularly traded stock if
such withholding agent does not know (or
have reason to know) that section 899 applies
to such disposition.

(B) SPECIAL RULE WHERE SUBSTANTIAL DIS-
POSITION—If—

(i) there is a disposition of regularly trad-
ed stock in a corporation, and

"(ii) the amount of stock involved in such
disposition constitutes 1 percent or more (by
vote or value) of the stock in such corpora-
tion,
subparagraph (A) shall not apply but para-
graph (I) shall apply as if the disposition in-
volved stock which was not regularly traded.

(C) NOTIFICATION BY FOREIGN PERSON—If
section 899 applies to any disposition by a
foreign person of regularly traded stock,
such foreign person shall notify the with-
holding agent that section 899 applies to
such disposition.

(3) NONRECOGNITION TRANSACTIONS—A
withholding agent shall not be required to
deduct and withhold any amount under sub-
section (a) in any case where gain or loss is
not recognized by reason of section 899(c) (or
the regulations prescribed under such sec-
tion).

'(c) SPECIAL RULE WHERE NO WIThHOLD-
ING.—If

• '(I) there is no amount deducted and with-
held under this section with respect to any
disposition to which section 899 applies, and

• '(2) the foreign person does not pay the tax
imposed by this subtitle to the extent attrib-
utthle to such disposition on the date pre-
scribed therefor,
for purposes of determining the amount of
such tax, the foreign persons basis in the
stock disposed of shall be treated as zero or
such other amount as the Secretary may de-
termine (and, for purposes of section 6501.
the underpayment of such tax shall be treat-
ed as due to a willful attempt to evade such
tax).

(d) DEFINmONS AND SPECIAL RULES—For
purposes of this section—

• '(I) WITHHOLDING AGENT—The term 'with-
holding agent' means—

• (A) the last United States person to have
the control, receipt, custody, disposal, or
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payment of the amount realized on the dis-
position. or

(B) if there is no such United States per-
son, the person prescribed in regulations.

(2) FOREIGN PERSON—The term 'foreign
person' means any person other than a Unit-
ed States person.

(3) REGULARLY TRADED S1OCK.—The term
regularly traded stock' means any stock of
a class which is regularly traded on an estab-
lished securities market.

(4) AUTHORITY TO PRESCRIBE REDUCED
AMOUNT—At the request of the person mak-
ing the disposition or the withholding agent,
the Secretary may prescribe a reduced
amount to be withheld under this section if
the Secretary determines that to substitute
such reduced amount will not jeopardize the
collection of the tax imposed by section
871 (b) (I) or 882(a)(I).

'(5) OTHER TERMS—Except as provided in
this section. terms used in this section shall
have the same respective meanings as when
used in section 899.

(6) CERTAIN RULES VLADE APPLICABLE.—
Rules similar to the rules of section 1445(e)
shall apply for purposes of this section.

(e) REGULATIONS,—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out the purposes of this sec-
tion, including regulations coordinating the
provisions of this section with the provisions
of sections 1445 and 1446." -

(c) EXCEPTION FROM BRANCH PROFITS
TAX—Subparagraph (C) of section 884(d) (2) is
amended to read as follows:

(C) gain treated as effectively connected
with the conduct of a trade or business with-
in the United States under—

'(i) section 897 in the case of the disposi-
tion of a United States real property interest
described in section 897(c)(I)(A)(ii). or

(ii) section 899,".
(d) REPORTS WITH RESPECT TO CERTAIN DIS-

TRIBUrIONS.—Paragraph (2) of section
6038B(a) (relating to notice of certain trans-
fers to foreign person) is amended by strik-
ing "section 336" and inserting 'section 302.
331, or 336".

(e) CLERiCAL AMENDMENTS.—
(1) The table of sections for subpart ID of

part II of subchapter N of chapter 1 is
amended by adding at the end the following
new item:
Sec. 899. Dispositions of stock in domestic

corporations by 10-percent for-
eign shareholders.'

(2) The table of sections for subchapter A
of chapter 3 is amended by adding at the end
the following new item:
"Sec. 1447. Withholding of tax on certain

stock dispositions.'
(f) EFFECTIVE DATE,—
(I) IN CENERAL.—Except as otherwise pro-

vided in this subsection, the amendments
made by this section shall apply to disposi-
tions after December 31. 1995. except that
section 1447 of the Internal Revenue Code of
1986 (as added by this section) shall not apply
to any disposition before the date that is 6
months after the date of the enactment of
t'Iis Act.

(2) COORDINATION WITH TREATIES. —Sections
899 (other than subsectior (e) thereof) and
1447 of the Internal Revenue Code of 1986 (as
added by this section) shall not apply to any
disposition by any person if the application
ok such sections to such disposition would be
contrary to any treaty between the United
States and a foreign country which was in ef-
fect on the date of the enactment of this Act.
and at the time of such disposition and if the
person making such disposition is entitled to
the benefits of such treaty determined after
the application of section 894(c) of the Inter-
nal Revenue Code of 1986 (as added by section
l281).
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SEC. 12881. LIMITATION ON TREATY BENEFITS.

(a) GENERAL RULE—Section 894 (relating
to income affected by treaty) is amended by
adding at the end the following new sub-
section:

(c) LIMITATION ON TREATY BENEFITS.—
'xl) TREA.TY SHOPPING—NO foreign entity

shall be entitled to any benefits granted by
the United States under any treaty between
the United States and a foreign country un-
less such entity is a qualified resident of
such foreign country.

(2) TAx FAVORED INCOME—No person shall
be entitled to any benefits granted by the
United States under any treaty between the
United States and a foreign country with re-
spect to any income of such person if such
income bears a significantly lower tax under
the laws of such foreign country than similar
income arising from sources within such for-
eign country derived by residents of such for-
eign country.

(3) QUAUFIED RESIDENT.—For purposes of
this subsection—

'(A) IN GENERAL—Except as otherwise pro-
vided in this paragraph, the term 'qualified
resident' means. with respect to any foreign
country, any foreign entity which is a resi-
dent of such foreign country unless—

(i) 50 percent or more (by value) of the
stock or beneficial interests in such entity
are owned (directly or indirectly) by individ-
uals who are not residents of such foreign
country and who are not United States citi-
zens or resident aliens, or

"(ii) 50 percent or more of its income is
used (directly or indirectly) to meet liabil-
ities to persons who are not residents of such
foreign country or citizens or residents of
the United States.

(B) SPECIAL RULE FOR PUBLICLY TRADED
ENTITIES—A foreign entity which is a resi-
dent of a foreign country shall be treated as
a qualified resident of such foreign country
if—

(i) interests in such entity are primarily
and regularly traded on an established secu-
rities market in such country, or

(ii) such entity is not described in sub-
paragraph (A)(ii) and such entity is wholly
owned by another foreign entity which is or-
ganized in such foreign country and the in-
terests in which are so traded.

(C) ENTrFIES Owr'IE BY PUBLICLY TRADED
DOMESTIC CORPORA.TIONS.—A foreign entity
which is a resident of a foreign country shall
be treated as a qualified resident of such for-
eign country if—

(i) such entity is not described in sub-
paragraph (A)(ii) and such entity is wholly
owned (directly or indirectly) by a domestic
corporation, and

(ii) stock of such domestic corporation is
primarily and regularly traded on an estab-
lished securities market in the United
States.

(ID) SECRETARIAL AUTHORITY—The Sec-
retary may. in his sole discretion, treat a
foreign entity as being a qualified resident of
a foreign country if such entity establishes
to the satisfaction of the Secretary that
such entity meets such requirements as the
Secretary may establish to ensure that indi-
viduals who are not residents of such foreign
country do not use the treaty between such
foreign country and the United States in a
manner consistent with the purposes of this
subsection.

(4) FOREIGN ENTITY.—For purposes of this
subsection, the term 'foreign entity' means
any corporation, partnership, trust, estate,
or other entity which is not a United States
person.'

(b) CONFORMING AMENDMENT—Paragraph
(4) of section 884(e) is amended to read as fol-
lows:

'(4) QUAUFIED RESIDENT—For purposes of
this subsection. the term 'qualified resident'
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has the meaning given to such term by sec-
tion 894(c)(3).'

(c) EFFECTIVE DATE—The amendments
made by this section shall take effect on
January 1, 1996, and shall apply to any treaty
whether entered into before, on. or after
such date.

DOLE (AND OTHERS) AMENDMENT
NO. 3003

(Ordered to lie on the table.)
Mr. DOLE (for himself. Mr. KOHL. Mr.

GRASSLEY. and Mr. ROTH) submitted an
amendment intended to be proposed by
them to the bill S. 1357. supra, as fol-
lows:

At the end of chapter 8 of subtitle I of title
XII. insert the following new section:
SEC. . INCREASED DEDUCTIBILITY OF BUSINESS

MEAL EXPENSES FOR INDIVIDUALS
SUBJECT TO FEDERAL LIMITATIONS
ON HOURS OF SERVICE.

(a) IN GENERAL—Section 274(n) (relating to
only 50 percent of meal and entertainment
expenses allowed as deduction) is amended
by adding at the end the following new para-
graph:

(3) SPECIAL RULE FOR INDIVIDUALS SUBJECT
TO FEDERAL LIMITATIONS ON HOURS OF SERV-
ICE—In the case of any expenses for food or
beverages-consumed by an individual during.
or incident to. any period of study which is
subject to the hours of service limitations of
the Department of Transportation, para-
graph (1) shall be applied by substituting 80
percent' for 50 percent'.'

(b) REPEAL OF SPECIAL TRANSITION RULE TO
FINANCIAL INSTITUTION EXCEPTION TO INTER-
EST ALLOCATION RULEs—Paragraph (5) of
section 1215(c) of the Tax Reform Act of 1986
(Public Law 99—514. 100 Stat. 2548) is hereby
repealed.

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.

COCHRAN (AND OTHERS)
AMENDMENTS NO. 3004

Mr. COCHRAN (for himself, Mr. JEF-
FORDS. Mr. GORTON. Mr. LEAHY, Mr.
COHEN, and Mr. SNOwE) proposed •an
amendment to the bill 5. 1357. supra, as
follows:

On page 33, after line 24. insert the follow-
ing:

(c) CLASS IV ACCOUNT—Effective January
1, 1996, section 8c(5). of the Agricultural Ad-
justment Act (7 U.S.C. 608c(5)). reenacted
with amendments by the Agricultura] Mar-
keting Agreement Act of 1937. is amended—

(1) in paragraph (A). by adding at the end
the following: Each marketing order issued
pursuant to this section for milk and milk
products shall include all skim milk and but-
terfat used to produce butter, nonfat dry
milk, and dry whole milk as part of a Class
IV classification.'; and

(2) by adding at the end the following:
(M) Cl_Ass IV ACCOUNT.—
(i) DEFINITIONS.—In this paragraph:
(I) ACCOUNT—The term Account' means

the Account for Class IV final products es-
tablished under clause (ii).

(II) ADMIN'ISTRATOR.—The term Adminis-
trator' means the Administrator of i:he Ac-
count appointed under clause (vii).

(III) CLASS IV FINAL PRODUCT—The term
Class IV final product' means butter, nonfat

dry milk, and dry whole milk.
(IV) MILK MARKETINC ORDER—The term

milk marketing order' means a milk mar-
keting order issued pursuant to this section
and any comparable State milk marketing
order or system.
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'(ii) ESTABLISHMENT OF ACCOUNT—Not-

withstanding any other provision of law, the
Secretary shall establish an Account for
Class IV final products to equalize returns
from all milk used in the 48 contiguous
States to produce Class IV final products
among all milk marketed by producers for
commercial use.

(iii) CLASS IV PRICE AND DIFFERENTIAL;
PRORATION.—

(I) PRICE—The Secretary shall determine
a milk equivalent value per hundredweight
for Class IV final products each month based
on the average wholesale market prices dur-
ing the month for Class IV final products.
The milk equivalent value at 3.67 percent
milkfat shall be the per hundredweight Class
IV price under the Account.

'(II) DIFFERENTIAL—The Administrator of
the Account shall announce, on the first
business day of each month, the per hundred-
weight Class IV differential applicable to the
preceding month. The monthly Class IV dif-
ferential shall be the amount, if any. by
which the support rate for milk in effect
under section 204 of the Agricultural Act of
1949 (7 U.S.C. 1446e) exceeds the Class IV
price established pursuant to subclause (I).

(III) PRORATION—On or before the twenti-
eth day after the end of each month, the Ad-
ministrator of the Account shall—

(aa) determine the quantity of milk pro-
duced in the 48 contiguous States of the
United States and marketed for commercial
use in producing Class IV final products dur-
ing the preceding month:

(bb) calculate the quantity equal to the
number of hundredweights of milk used for
Class IV final products during the preceding
month (as determined under item (aa)) mul-
tiplied by the Class IV differential for the
month established under subclause (II), and
add to that amount the cost of administering
the Account during the current month; and

(cc) prorate the amount established under
item (bb) among the total amount, in
hundredweights, of milk produced in the 48
contiguous States and marketed for com-
mercial use during the preceding month.

(iv) ACCOUNT OBLICATIONS.—On or before
the twenty-fifth day after the end of each
month:

"(I) Each person making payment to a pro-
ducer for milk produced in any of the 48 con-
tiguous States of the United States and mar-
keted for commercial use shall collect from
each producer the amount determined by
multiplying the quantity of milk handled for
the account of the producer during the pre-
ceding month by the Class IV differential
proration established pursuant to clause
(iii)(III)(ccc). The amount shall be remitted
to the Administrator of the Account.

(II) Any producer marketing milk of the
producer's own production in the form of
milk or dairy products to consumers. either
directly or through retail or wholesale Out-
lets, shall remit to the Administrator of the
Account the amount determined by mul-
tiplying the quantity of the milk marketed
by the producer by the Class IV differential
proration established under clause
(iii) (III) (ccc).

(v) DISTR1BL,rnON OF ACCOUNT PROCEEDS.—
On or before the thirtieth day after the end
of each month, the Administrator of the Ac-
count shall pay to each person that used
skim milk and butterfat to produce Class IV
final products during the preceding month a
proportionate share of the total Account
proceeds for the month. The proportion of
the total proceeds payable to each person
shall be the same proportion that the skim
milk and butterfat used by the person to
produce Class IV final products during the
preceding month is of the total skim milk
and butterfat used by all persons during the
preceding month to produce Class IV final
products.
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(vi) EFFECT ON BLEND PRICES—Producer

blend prices under a milk marketing order
shall be adjusted to account for revenue dis-
tributions required under clauses (iv) and (v).

(vii) ADMINISTRATION OF CLASS IV AC-
COUNT—The Secretary shall appoint a per-
son to serve as the Administrator of the Ac-
count and shall delegate to the Adminis-
trator such powers as are needed to carry out
the duties of Administrator.

(viii) ENFORCEMENT.—
(I) COLLECTION—The amounts specified in

clause (iv) shall be collected and remitted to
the Administrator in the manner prescribed
by the Secretary.

(II) PENAL'flEs.—If any person fails to
remit the amounts required under clause (iv)
or fails to comply with such requirements
for recordkeeping or otherwise as are re-
quired by the Secretary to cany out this
subparagraph. the person shall be liable to
the Secretary for a civil penalty up to, as de-
termined by the Secretary. an amount deter-
mined by multiplying—

'(i) the quantity of milk involved in the
violation; by

'(ii) the support rate for milk in effect
under section 204 of the Agricultural Act of
1949 (7 U.S.C. 1446e) for the applicable cal-
endar year.

(III) ENFORCEMENT—The Secretary may
enforce this clause in the courts of the Unit-
ed States.

(ix) RECULATIONS.—The Secretary shall
issue regulations to establish the Account
without regard to the notice and comment
requirements of section 553 of title 5, United
States Code.".

(d) NORTHEAST INTERSTATE DAIRY COM-
PACT—Congress consents to the Northeast
Interstate Dairy Compact entered into
among the States of Vermont, New Hamp-
shire, Maine, Connecticut, Rhode Island. and
Massachusetts, subject to the following con-
ditions:

(1) COMPENSATION OF CCC.—Before the end
of each fiscal year that a Compact price reg-
ulation is in effect, the Compact Commission
shall compensate the Commodity Credit Cor-
poration for the cost of any purchases of
milk and milk products by the Corporation
that result from projected fluid milk produc-
tion for the fiscal year within the Compact
region in excess of the national average rate
of purchases of milk and milk products by
the Corporation.

(2) MILK MARKET ORDER ADMINISTRATOR,—
By agreement among the States and the Sec-
retary of Agriculture, the Administrator
shall provide technical assistance to the
compact Commission, and be reimbursed for
the assistance, with respect to the applicable
milk marketing order issued under section
8c(5) of the Agricultural Adjustment Act (7
U.S.C.608c(5)). reenacted with amendments
by the Agricultural Marketing Agreement
Act of 1937.

(3) TERMINATION AND RENEWAL—The con-
sent for the Compact shall—

(A) terminate on the date that is 7 years
after the date of enactment of this Act, sub-
ject to subparagraph (B): and

(B) may be renewed by Congress, without
prior ratification by the States' legislatures.

On page 33. after line 24, insert the follow-
ing:

(c) ACRICULTURAL COMP1TflVENESs
GRANTS.—

The Secretary of Agriculture (referred to
in this subtitle as the Secretary") shall, in
accordance with this subtitle, award a grant
to a grantee eligible under section 1502 to
promote a purpose of this subtitle.

(d) ELICIBLE GRANTEE.—
The Secretary may make a grant under

section 1501 to—
(1) a college or university:
(2) a State agricultural experiment station;
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(3) a State Cooperative Extension Service:
(4) a research institution or organization:
(5) a private organization or person; or
(6) a Federal agency.
(e) USE O GRANT.—
A grant made under section 1501 may be

used by a grantee for I or more of the follow-
ing uses:

(I) Research. ranging from discovery to
principles of application.

(2) Extension and related private-sector ac-
tivities.

(3) Education.
(f) PRioRrr'.—
In administering this subtitle, the Sec-

retary shall—
(I) establish priorities for allocatirg

grants, based on needs and opportunities of
the food and agriculture system in the Unit-
ed States;

(2) seek and accept proposals for grants:
(3) determine the relevance and merit of

proposals through a system of peer review:
and

(4) award grants on the basis of merit arid
quality.

(g) ADMINISTRATION.—
(I) cOMPETITIvE GRANT—A grant under sec-

tion 1501 shall be awarded on a competitive
basis.

(2) TERMS—A grant under section 15011

shall have a term that does not exceed
years.

(3) MATCI-UNC FUNDS—As a condition of re
ceipt of agrant under section 1501. the Sec-
retary shall require the funding of the grant
with equal matching funds from a non-Fed-
eral source if the grant is—

(I) for applied research that is commodity-
specific; and

(2) not of national scope.
(4) ADMINISTRATIvE COSTS—The Secretary

may use not more than 4 percent of the funds
made available under section 1506 for admin-
istrative costs incurred by the Secretary in
carrying Out this subtitle.

(5) CONSTRUCTION COST5—None of the funds
made available under section 1507 may be
used for the construction of a new building
or the acquisition, expansion. remodeling, or
alteration of an existing building (including
site grading and improvement and architect
fees).

(h) REGULATIONS.—
The Secretary shall issue such regulations

as are necessary to carry Out this subtitle.
(i) USE O COMMODITY CREDIT CORPORATION

FUNDS.—
(I) IN GENERAL—Subject to subsection (b),

the Secretary shall use $30000000 of the
funds of the Commodity Credit Corporation
for each of fiscal years 1996 through 2002 to
carry out this title.

(2) LIMITATIoN—The Secretary may use
less than $30,000,000 of the funds of the Com-
modity Credit Corporation for any fiscal
year if the Secretary determines that the
full funding level is not necessary to fund all
qualifying applications for agricultural com-
petitiveness grants that satisfy the priority
criteria established under section 1504.

(3) POWERS O THE CORPORATION—Section 5
of the Commodity Credit Corporation Char-
ter Act (15 U.S.C. 714c) (as amended by sec-
tion 1201(c)(l)) is amended by inserting after.
subsection (g) the following:

(4) Carry out research, extension, and
education related to agriculture by using not
more than $30000000 of the funds of the Cor-
poration in any fiscal year for any function
or activity relating to agricultural research,
extension, or education..

(j) EFEcm'E DATE.—
This subtitle and the amendment made by

this subtitle shall become effective upon en-
actment.

CRAIG AMENDMENT NO. 3005
Mr. CRAIG propoSed an amendment

to the motion to Commit proposed by
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Mr. LAUTENBERG to the bill S. 1357,
supra. as follows:

In lieu of the instruCtions offered by
Mr. LAUTENBERG. insert the following
with instructions to report the follow-
ing amendment;

At the end of the bill, add the following
title:

TITLE XIII: CREDIT FOR ADOPTION
EXPENSES

(a) IN GENERAI..—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 12001. is amended by inserting after
section 23 the following new section:

SEC. 24. ADOPTION EXPENSES.
(a) ALLOWANCE O CREDrr.—In the case of

an individual, there shall be allowed as a
credit against the tax imposed by this sub-
title for the taxable year the amount of the
qualifIed adoption expenses paid or incurred
by the taxpayer during such taxable year.

(b) LIMITATIONS.—
(I) DOLLAR LIMITATION—The aggregate

amount of qualified adoption expenses which
may be taken into account under subsection
(a) with respect to the adoption of a child
shall not exceed $5,000.

(2) INcOME LIMITATION—The amount al-
lowable as a credit under subsection (a) for
any taxable year shall be reduced (but not
below zero) by an amount which bears the
same ratio to the amount so allowable (de-
termined without regard to this paragraph
but with regard to paragraph (I)) as—

(d) QUALIFIED AIDOPTION EXPENSES—For
purposes of this section, the term qualified
adoption expenses has the meaning given
such term by section 24(d).'

(c) CONFORMING AMENDMENTS.—
(1) The table of sections for subpart A of

part IV of subchapter A of chapter 1, as
amended by section 12001, is amended by in-
serting after the item relating to section 23
the following new item:
Sec. 24. Adoption expenses."
(2) The table of sections for part III of sub-

chapter B of chapter 1 is amended by strik-
ing the item relating to section 137 and in-
serting the following:

Sec. 137. Adoption assistance programs.
'Sec. 138. Cross reference to other Acts.

(d) EFFECTIVE DATE—The amendment
shall be effective after January 2, 1995."

Mr. President, I move to commit S.
1357 to the Committee on Finance with
instructions to report the bill back to
the Senate within 3 days and insert
provisions to limit any individual in-
come tax break provided in the bill to
those with incomes under $1 million,
and to apply any resulting savings to
i-educe proposed cuts in Medicare and
Medicaid.

DOLE AMENDMENT NO. 3006
Mr. DOLE proposed an amendment to

amendment No. 3005 proposed by Mr.
C.&iG to the motion to commit pro-
posed by Mr. LAUTENBERG to the bill S.
1357. supra. as follows:

At the end of the bill, add the following
title:

TITLE XIII: CREDIT FOR ADOPTION
EXPENSES

(a) IN GENERAL—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
rvfundable personal credits), as amended by
section 12001. is amended by inserting after
scction 23 the following new section:
SEC. 24. ADOPTION EXPENSES.

(a) ALLOWNACE O CREDIT—In the case of
ar individual, there shall be allowed as a
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credit against the tax imposed by this sub-
title for the taxable year the amount of the
qualified adoption expenses paid or incurred
by the taxpayer during such taxable year.

(b) LIMITATIONS.—
(I) DOLLAR LIMITATION—The aggregate

amount of qualified adoption expenses which
may be taken into account under subsection
(a) with respect to the adoption of a child
shall not exceed $5000.

(2) INCOME LIMITATION—The amount al-
lowable as a credit under subsection (a) for
any taxable year shall be reduced (but not
below zero) by an amount which bears the
same ratio to the amount so allowable (de-
termined without regard to this paragraph
but with record to paragraph (I)) as—

(d) QUALIFIED ADOPTION EXPENSES—For
purposes of this section. the term qualified
adoption expenses has the meaning given
such term by section 24(d).

(c) CONFORMING AMENDMENTS.—
(I) The table of sections for subpart A of

part IV of subchapter A of chapter 1, as
amended by section 12001. is amended by in-
serting after the item relating to section 23
the following new item:

Sec. 24. Adoption expenses.
(2) The table of sections for part III of sub-

chapter B of chapter 1 is amended by strik-
ing the item relating to section 137 and in-
serting the following:
'Sec. 137. Adoption assistance programs."
"Sec. 138. Cross reference to other Acts.'

(d) EFFECTIVE DATE—The amendment
shall be effective after February 1. 1995.

LAUTENBERG AMENDMENT NO.
3007

Mr. LAUTENBERG proposed an
amendment to amendment No. 3005
proposed by Mr. CRAIG tO the motion to
commit proposed by Mr. LAUTENBERG
to the bill 5. 1357. supra. as follows:

Strike all after instructions and insert the
following: to report the bill back to the
Senate within 3 days and insert provisions to
limit any individual income tax break pro-
vided in the bill to those with incomes under
$1 million, and to apply any resulting sav-
ings to reduce proposed cuts in Medicare and
Medicaid.'

NICKLES (AND OTHERS)
AMENDMENT NO. 3008

Mr. NICKLES (for himself, Mr. DOLE
and Mr. CHAFEE) proposed an amend-
ment to the bill 5. 1357, supra. as fol-
lows:

On page 1332. beginning with line 5. strike
all through page 1336. line 17.

MOYNIHAN AMENDMENT NO. 3009
Mr. MOYNIHAN proposed an amend-

ment to the bill 5. 1357. supra. as fol-
lows:

On page 541, strike line 10. and all that fol-
lows through page 542. line 8.

DOLE (AND OTHERS) AMENDMENT
NO. 3010

Mr. DOMENICI (for Mr. DOLE for
himself. Mr. KOHL. Mr. GRASSLEY. Mr.
ROTH. Mr. BOND. Mr. ASHCROFr. and
Mr. KEMPTHORNE) proposed an amend-
ment to the bill 5. 1357. supra. as fol-
lows:

At the end of chapter 8 of subtitle I of title
XII. insert the following new section:
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SEC. . INCREASED DEDUCTIBILITY OF BUSINESS

MEAL EXPENSES FOR INDIVIDUALS
SUBJECT TO FEDERAL LIMITATIONS
ON HOURS OF SERVICE.

(a) IN GENERL.—Section 274(n) (relating to
only 50 percent of meal and entertainment
expenses allowed as deduction) is amended
by adding at the end the following new para-
graph:

(3) SPECIAL RULE FOR INDIVIDUALS SUBJECT
TO FEDERAL LIMITATIONS ON HOURS OF SERV-
ICE—In the case of any expenses for food or
beverages consumed by an individual during.
or incident to. any period of duty which is
subject to the hours of service limitations of
the Department of Transportation. para-
graph (1) shall be applied by substituting 80
percent for '50 percent'.

(b) REPEAL OF SPECIAL TRANSmON RULE TO
FINANCIAL INSTITUTION EXCEPTION TO INTER-
EST ALLOCATION RULES—Paragraph (5) of
section 1215(c) of the Tax Reform Act of 1986
(Public Law 99—514, 100 Stat. 2548) is hereby
repealed.

(c) EFFECTIVE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.

Mr. President. the amendment that I
am offering will restore the business
meal deduction to 80 percent for truck-
ers, long-haul bus drivers and others
subject to Department of Transpor-
tation hours of service regulations. My
amendment would cost $673 million
over 7 years and would be offset by re-
pealing the special transition rule to
financial institution exception to in-
terest allocation rules.

I urge my colleagues to support the
amendment and I yield the floor.

DAMATO AMENDMENT NO. 3011
Mr. DOMENICI (for Mr. D'AMATO)

proposed an amendment to the bill S.
1357, supra. as follows:

At the end of chapter 8 of subtitle I of title
XII. insert:
SEC. . SENSE OF THE SENATE REGARDING TAX

TREATMENT OF CONVERSIONS OF
THRIFT CHARTERS TO BANK CHAR-
TERS.

In order to facilitate sound national bank-
ing policy and assist in the conversion of
thrift charters to bank charters, it is the
sense of the Senate that section 593 of the In-
ternal Revenue Code of 1986 (relating to re-
serves for losses on loans) should be repealed
and appropriate relief should be granted for
the pre-1988 portion of any bad debt reserves
of a thrift charter.

GRASSLEY AMENDMENT NO. 3012
Mr. DOMENICI (for Mr. GRASSLEY)

proposed an amendment to the bill S.
1357. supra, as follows:

On pages 764 and 765. section 2106. Medicaid
Task Force, under subsection (c) 'ADVISORY
GRouP FOR THE TASK FORcE" add new num-
ber (14) to read:

"(14) AMERICAN OSTEOPATI-Uc ASSOCIATION".
Redesignate old (14) to be (15);
Redesignate old (15) to be (16);
Redesignate old (16) to be (17);
Redesignate old (17) to be new (18).

BOXER AMENDMENT NO. 3013
Mr. DOMENICI (for Mrs. BOXER) pro-

posed an amendment to the bill S. 1357.
Supra, as follows:

At the appropriate place in the bill, insert
the following new section:
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SEC. . PAY OF MEMBERS OF CONGRESS AND

THE PRESIDENT DURING GOVERN-
MENT SHUTDOWNS.

(a) IN GENERAL—Members of Congress and
the President shall not receive basic pay for
any period in which—

(1) there is more than a 24-hour lapse in ap-
propriations for any Federal agency or de-
partment as a result of a failure to enact a
regular appropriations bill or continuing res-
olution: or

(2) the Federal Government is unable to
make payments or meet obligations because
the public debt limit under section 3101 of
title 31. United States Code has been
reached.

(b) Retroactive Pay Prohibited—No pay
forfeited in accordance with subsection (a)
may be paid retroactively.

GRAHAM AMENDMENT NO. 3014
Mr. DOMENICI (for Mr. GRtM) pro-

posed an amendment to the bill 5. 1357.
supra. as follows:

Beginning on page 476. strike line 20 and
all that follows through page 477. line 3 and
insert the following: such individuals have
contracted for) available and accessible to
each such individual, within the medicare
service area of the plan, with reasonable
promptness, and in a manner which assures
continuity.

On page 481. between lines 15 and 16. insert
the following:

(h) TIMELY AUTHORIZATION FOR PROMPTLY
NEEDED CARE IDENTIFIED AS A RESULT OF RE-
QUIRED ScREENING EVALUATION.—

(1) ACCESS TO PROcESS—A medicare
choice plan sponsor shall provide access 24
hours a day, 7 days a week to such persons as
may be authorized to make any prior author-
izations required by the plan sponsor for cov-
erage of items and services (other than emer-
gency services) that a treating physician or
other emergency department personnel iden-
tify. pursuant to a screening evaluation re-
quired under section 1867(a). as being needed
promptly by an individual enrolled with the
organization under this part.

(2) DEEMED APPROVAL—A medicare choice
plan sponsor is deemed to have approved a
request for such promptly needed items and
services if the physician or other emergency
department personnel involved—

(A) has made a reasonable effort to con-
tact such a person for authorization to pro-
vide an appropriate referral for such items
and services or to provide the items and
services to the individual and access to the
person has not been provided (as required in
paragraph (1)). or

(B) has requested such authorization from
the person and the person has not denied the
authorization within 30 minutes after the
time the request is made,

"(3) EFFECT OF APPROVAL—Approval of a
request for a prior authorization determina-
tion (including a deemed approval under
paragraph (2)) shall be treated as approval of
a request for any items and services that are
required to treat the medical condition iden-
tified pursuant to the required screening
evaluation.

"(4) DEFINITION OF EMERGENCY SERVICES.—
In this subsection, the term 'emergency serv-
ices means—

"(A) health care items and services fur-
nished in the emergency department of a
hospital (including a trauma center), and

(B) ancillary services routinely available
to such department,
to the extent they are required to evaluate
and treat an emergency medical condition
(as defined in paragraph (5)) until the condi-
tion is stabilized,

'(5) EMERGENCY MEDICAL CONDmON,—In
paragraph (4). the term 'emergency medical
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condition means a medical condition, the
onset of which is sudden, that manifests it-
self by symptoms of sufficient severity, in-
cluding severe pain, that a prudent
layperson. who possesses an average knowl-
edge of health and medicine, could reason-
ably expect the absence of immediate medi-
cal attention to result in—

(A) placing the person's health in serious
jeopardy,

"(B) serious impairment to bodily func-
tions, or

(C) serious dysfunction of any bodily
organ or part.

HUTCHISON (AND OTHERS)
AMENDMENT NO. 3015

Mr. DOMENICI (for Mrs. HUTCHISON
for herself. Mr. MCCAIN, Mr.
LIEBERMAN. Mr. STEVENS. Mr. LEVIN,
Mr. COVERDELL. Ms. SNOWE. Mr.
KERREY, Mr. THURMOND, and Mr. THOM-
AS) proposed an amendment to the bill
5. 1357. supra; as follows:

(a) The Senate makes the following find-
ings:

(1) Human rights violations and atrocities
continue unabated in the Former Yugo-
slavia,

(2) The Assistant Secretary of State for
Human Rights recently reported that start-
ing in mid-September and intensifying be-
tween October 6 and October 12. 1995 many
thousands of Bosnian Muslims and Croats in
Northwest Bosnia were systematically forced
from their homes by paramilitary units,
local police and in some instances, Bosnian
Serb Army officials and sol iders.

(3) Despite the October 12. 1995 cease-fire
which went into effect by agreement of the
warring parties in the former Yugoslavia,
Bosnian Serbs continue to conduct a brutal
campaign to expel non-Serb civilians who re-
main in Northwest Bosnia and are subject-
ing non-Serbs to untold horror—murder,
rape. robbery and other violence.

(4) Horrible examples of "ethnic cleansing"
persist in Northwest Bosnia. Some six thou-
sand refugees recently reached Zenica and
reported that nearly two thousand family
members from this group are still unac-
counted for.

(5) The U.N. spokesman in Zagreb reported
that many refugees have been given only a
few minutes to leave their homes and that
"girls as young as 17 are reported to have
been taken into wooded areas and raped." El-
derly, sick and very young refugees have
been driven to remote areas and forced to
walk long distances on unsafe roads and
cross rivers without bridges.

(6) The War Crimes Tribunal for the former
Yugoslavia has collected volumes of evidence
of atrocities, including the establishment of
death camps, mass executions and system-
atic campaigns of rape and terror, This War
Crimes Tribunal has already issued 43 indict-
ments on the basis of this evidence.

(7) The Assistant Secretary of State for
Human Rights has described the eye witness
accounts as "prima facia evidence of war
crimes which, if confirmed, could very well
lead to further indictments by the War
Crimes TribunaL"

(8) The U.N. High Commissioner for Refu-
gees estimates that more than 22,000 Mus-
lims and Croats have been forced from their
homes since mid-September in Bosnian Serb
controlled areas,

(9) In opening the Dodd Center Symposium
on the topic of "50 Years After Nuremburg"
on October 16, 1995, President Clinton cited
the 'excellent progress" of the War Crimes
Tribunal for the former Yugoslavia and said.
'Those accused of war crimes, crimes
against humanity and genocide must be



brought to justice. They must be tried and, if
found guilty, they must be held account-
able."

(10) President Clinton also observed on Oc-
tober 16. 1995, "some people are concerned
about pursuing peace in Bosnia and prosecut-
ing war criminals are incompatible goals.
But I believe they are wrong. There must be
peace for justice to prevail, but there must
bejustice when peace prevails.

(b) SENSE OF THE SENATE—It is the
sense of the Senate that—

(1) the Senate condemns the systematic
human rights abuses against the people of
Bosnia and Herzegovena.

(2) with peace talks scheduled to begin n
the United States on October 31. 1995, the;e
new reports of Serbian atrocities are of grave
concern to all Americans.

(3) the Bosnian serb leadership should un-
mediately halt these atrocities, fully ac-
count for the missing. and allow those who
have been separated to return to their fam-
lies.

(4) the International Red Cross, United Na-
tions agencies and human rights organiza-
tions should be granted full and complete ac-
cess to all locations throughout Bosnia and
Herzogovenia.

(5) the Bosnian Serb leadership should
fully cooperate to facilitate the complete in
vestigation of the above allegations so that
those responsible may be held accountable
under international treaties, conventions,
obligations and law.

(6) the United States should continue to
support the work of the War Crime Tribunal
for the Former Yugoslavia.

(7) ethnic cleansing' by any faction, group,
leader, or government is unjustified. im
moral and illegal and all perpetrators of war
crimes, crimes against humanity, genocide
and other human rights violations in former
Yugoslavia must be held accountable.

KOHL AMENDMENT NO. 3016
Mr. DOMENICI (for Mr. KOHL) pro-

posed an amendment to the bill S. 1357.
supra, as follows:

At the end of chapter 8 of subtitle I of title
XII, insert the following new sections:
SEC. 1Z879. ROLLOVER OF GAIN FROM SALE OF

FARM ASSETS TO INDIVIDUAL RE-
TIREMENT PLANS.

(a) IN GENERAL..—Part III of subchapter 0
of chapter I (relating to common nontaxable
exchanges) is amended by inserting after sec-
tion 1034 the following new section:
"SEC. 1034A. ROLLOVER OF GAIN ON SALE OF

FARM ASSETS INTO ASSET ROLL-
OVER ACCOUNT.

- (a) NONRECOCNJTION OF GAIN—Subject to
the limits of subsection (c), if a taxpayer has
a qualified net farm gain from the sale of a
qualified farm asset, then, at the election of
the taxpayer, gain (if any) from such sale
shall be recognized only to the extent such
gain exceeds the contributions to I or more
asset rollover accounts of the taxpayer for
the taxable year in which such sale occurs.

- ' (b) ASSET ROLLOVER ACCOUNL—
'(1) GENi RULE—Except as provided in

this section. an asset rollover account shall
be treated for purposes of this title in the
same manner as an individual retirement
plan.

(2) ASSET ROLLOVER ACCOUNT—For pur-
poses of this title, the term 'asset rollover
account' means an individual retirement
plan which is designated at the time of the
establishment of the plan as an asset roll-
over account. Such designation shall be
made in such manner as the Secretary may
prescribe.

- - (c) CONTRIBuTION RULES.—
• '(1) No DEDUCTION ALLOWEa—No deduction

shall be allowed under section 219 for a con-
tribution to an asset rollover account.
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(2) AGGREGATE CONTRIBUTION LIMITA-

TION—Except in the case of rollover con-
tributions. the aggregate amount for all tax-
able years which may be contributed to all
asset rollover accounts established on behalf
of an individual shall not exceed—

(A) $500,000 ($250,000 in the case of a sepa-
rate return by a married individual), reduced
by

(B) the amount by which the aggregate
value of the assets held by the individual
(and spouse) in individual retirement plans
(other than asset rollover accounts) exceeds
$100,000.

The determination under subparagraph (B)
shall be made as of the close of the taxable
year for which the determination is being
made.

(3) ANNuAL CONTRIBUTION LIMTAT1ONS.—
(A) GENERAL. RULE—The aggregate con-

tribution which may be made in any taxable
year to all asset rollover accounts shall not
exceed 100 percent of the lesser of—

(i) the qualified net farm gain for the tax-
able year. or

"(ii) an amount determined by multiplying
the number of years the taxpayer is a quali-
fied farmer by $10,000.

(B) SPOUSE—In the case of a married cou-
ple filing ajoint return under section 6013 for
the taxable year, subparagraph (A) shall be
applied by substituting $20,000' for '$10,000
for each year the taxpayer's spouse is a
qualified farmer.

(4) ADJUSTMENT TO ANNUAL CONTRIBUTION
LIMITATION—The Secretary may reduce the
percentage limitation in paragraph (3)(A) to
such lower percentage as the Secretary de-
termines necessary to assure that the aggre-
gate amount of deductions for all individuals
for a taxable year does not exceed the aggre-
gate amount of the increases in receipts for
the taxable year by reason of the amend-
ments made by sections 12880 and 12881 of the
Balanced Budget Reconciliation Act of 1995.

(5) TIME WHEN CONTRIBUTION DEEMED
MADE—For purposes of this section, a tax-
payer shall be deemed to have made a con-
tribution to an asset rollover account on the
last day of the preceding taxable year if the
contribution is made on account of such tax-
able year and is made not later than the
time prescribed by law for filing the return
for such taxable year (not including exten-
sions thereof).

(d) QUALIFIED NET FARM GAIN: ETC—For
purposes of this section—

(1) QUALIFIED ET FARM GAIN—The term
'qualified net farm gain' means the lesser
of—

-, (A) the net capital gain of the taxpayer
for the taxable year, or

(B) the net capital gain for the taxable
year determined by only taking into account
gain (or loss) in connection with a disposi-
tion of a qualified farm asset.

(2) QUALIFIED FARM ASSET—The term
qualified farm asset' means an asset used by
a qualified farmer in the active conduct of
the trade or business of farming (as defined
in section 2032A(e)).

-, (3) QUAUFIED FARMER.—
(A) IN GENERAL—The term 'qualified

farmer means a taxpayer who—
-, (0 during the 5-year period ending on the

cate of the disposition of a qualified farm
asset materially participated in the trade or
business of farming, and

"(ii) owned (or who with the taxpayer's
spouse owned) 50 percent or more of such
u'ade or business during such 5-year period.

(B) MA1JAL PARTICIPATION—FOr pur-
poses of this paragraph. a taxpayer shall be
treated as materially participating in a
trade or business if the taxpayer meets the
requirements of section 2032A(e)(6).

(4) ROLLOVER CONTRIBUTIONS—Rollover
contributions to an asset rollover account
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may be made onLy from other asset rollover
accounts.

"(e) DISTRIBUTION RULES—For purposes of
this title, the rules of paragraphs (1) and (2)
of section 408(d) shall apply to any distribu-
tion from an asset rollover account.

(f) INDIVIDUAL REQUIRED TO REPORT
QUALIFIED COr'rrRIBuTIONS.—

-, (1) IN GENJERAL..—Any individual who—
(A) makes a contribution to any asset

rollover account for any taxable year. or
(B) receives any amount from any asset

rollover account for any taxable year.
shall include on the return of tax imposed by
chapter I for such taxable year and any suc-
ceeding taxable year (or on such other form
as the Secretary may prescribe) information
described in paragraph (2).

-, (2) INFORMATION REQUIRED TO BE SUP-
PLIED—The information described in this
paragraph is information required by the
Secretary which is similar to the informa-
tion described in section 408(o) (4) (B).

'(3) PENALTIES—For penalties relating to
reports under this paragraph, see section
6693(b)." -

(b) CONTRIBUTIONS NOT DEDUCTiBLE—Sec-
tion 219(d) (relating to other limitations and
restrictions) is amended by adding at the end
the following new paragraph:

- (5) ComisrioNS TO ASSET ROLLOVER AC-
COUNFS.—No deduction shall be allowed
under this section with respect to a con-
tribution under section 1034A.".

(c) EXCESS CONTRIBUTIONS.—
(I) IN GENERAL—Section 4973 (relating to

tax on excess contributions to individual re-
tirement accounts, certain section 403(b)
contracts, and certain individual retirement
annuities) is amended by adding at the end
the following new subsection:

(d) ASSET ROLLOVER ACCOUNTS—For pur-
poses of this section. in the case of an asset
rollover account referred to in subsection
(a)(I), the term 'excess contribution' means
the excess (if any) of the amount contributed
for the taxable year to such account over the
amount which may be contributed under sec-
tion 1034A'.

(2) CONFORMING AMENDMENTS.—
(A) Section 4973(a)(I) is amended by strik-

ing 'or" and inserting an asset rollover ac-
count (within the meaning of section 1034A).
or -

(B) The heading for section 4973 is amended
by inserting 'ASSET ROLLOVER AC-
COUNTS," after "CONTRACTS".

(C) The table of sections for chapter 43 is
amended by inserting - 'asset rollover ac-
counts," after 'contracts' in the item relat-
ing to section 4973.

(ci) TECHNJCAL AMENDMENTS.—
(I) Paragraph (I) of section 408(a) (defining

individual retirement account) is amended
by inserting "or a qualified contribution
under section 1034A," before 'no contribu-
tion",

(2) Subparagraph (A) of section 408(d)(5) is
amended by inserting 'or qualified contribu-
tions under section 1034A" after "rollover
contributions".

(3)(A) Subparagraph (A) of section
6693(b)(I) is amended by inserting "or
1034A(f)(I)" after 408(o)(4)".

(B) Section 6693(b) (2) is amended by insert-
ing 'or 1034A(f)(I)' after "408(o) (4)".

(4) The table of sections for part III of sub-
chapter 0 of chapter I is amended by insert-
ing after the item relating to section 1034 the
following new item:
- Sec. I034A. Rollover of gain on sale of far-rn

assets into asset rollover ac-
count.".

(e) EFFEcTIv€ DATE—The amendments
made by this section shall apply to sales and
exchanges after the date of the enactment of
this Act.
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SEC. 12880. DISPOSITION OF STOCK IN DOMESTIC

CORPORATIONS BY 10-PERCENT
FOREIGN SHAREHOLDERS.

(a) GENERAL RULE—Subpart D of part II of
subchapter N of chapter 1 (relating to mis-
cellaneous provisions) is amended by adding
at the end the following new section:
'SEC. 899. DISPOSITION OF STOCK IN DOMESTIC

CORPORATIONS BY jO-PERCENT
FOREIGN SHAREHOLDERS.

(a) GENERAL RULE.—
'(1) TREATMENT AS EFFECTIVELY CONNECTED

WiTh UNITED STATES TRADE OR BUSINESS—For
purposes of this title, if any nonresident
alien individual or foreign corporation is a
10-percent shareholder in any domestic cor-
poration. any gain or loss of such individual
or foreign corporation from the disposition
of any stock in such domestic corporation
shall be taken into account—

(A) in the case of a nonresident alien indi-
vidual, under section 871(b)(l), or

(B) in the case of a foreign corporation.
under section 882(a)(l).
as if the taxpayer were engaged during the
taxable year in a trade or business within
the United States through a permanent es-
tablishment in the United States and as if
such gain or loss were effectively connected
with such trade or business and attributable
to such permanent establishment. Notwith-
standing section 865. any such gain or loss
shall be treated as from sources in the Unit-
ed States.

(2) 24-PERCENT flN1MUM TAX ON NON-
RESIDENT ALIEN INDIVIDUALS.—

(A) IN CENERAL.—In the case of any non-
resident alien individual, the amount deter-
mined under section 55(b)(l)(A) shall not be
less than 24 percent of the lesser of—

'(i) the individual's alternative minimum
taxable income (as defined in section 55(b)(2))
for the taxable year. or

"(ii) the individuals net taxable stock gain
for the taxable year.

(B) NET TAXABLE STOCK CAIN—For pur-
poses of subparagraph (A). the term net tax-
able stock gain means the excess of—

(i) the aggregate gains for the taxable
year from dispositions of stock in domestic
corporations with respect to which such indi-
vidual is a 10-percent shareholder, over

(ii) the aggregate of the losses for the tax-
able year from dispositions of such stock.

(C) COORDINATION WITh SECTION 897(a)(2).—
Section 897(a)(2)(A) shall not apply to any
nonresident alien individual for any taxable
year for which such individual has a net tax-
able stock gain, but the amount of such net
taxable stock gain shall be increased by the
amount of such individual's net United
States real property gain (as defined in sec-
tion 897(a) (2) (B)) for such taxable year.

(b) 10-PERCENT SHAREHOLDER.—
(1) IN CENERAL.—For purposes of this sec-

tion. the term '10-percent shareholder
means any person who at any time during
the shorter of—

(A) the period beginning on January 1.
1996. and ending on the date of the disposi-
tion. or

(B) the 5-year period ending on the date of
the disposition.
owned 10 percent or more (by vote or value)
of the stock in the domestic corporation.

(2) CONSTRUCTIVE OWNERSifiP.—
(A) IN CENERAL.—Section 318(a) (relating

to constructive ownership of stock) shall
apply for purposes of paragraph (1).

(B) MODIFICATIONS—For purposes of sub-
paragraph (A)—

(i) paragraph (2)(C) of section 318(a) shall
be applied by substituting 10 percent for '50
percent, and

'(ii) paragraph (3)(C) of section 318(a) shall
be applied—

"(I) by substituting '10 percent' for 50 per-
cent'. and
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'(II) in any case where such paragraph

would not apply but for subclause (I). by con-
sidering a corporation as owning the stock
(other than stock in such corporation) owned
by or for any shareholder of such corporation
in that proportion which the value of the
stock which such shareholder owns in such
corporation bears to the value of all stock in
such corporation.

(3) TREATMENT OF STOCK HELD BY CERTAIN
PARTNERSHIPS.—

(A) IN CENERAL.—For purposes of this sec-
tion, if—

(i) a partnership is a 10-percent share-
holder in any domestic corporation. and

(ii) 10 percent or more of the capital or
profits interests in such partnership is held
(directly or indirectly) by nonresident alien
individuals or foreign corporations.
each partner in such partnership who is not
otherwise a 10-percent shareholder in such
corporation shall, with respect to the stock
in such corporation held by the partnership.
be treated as a 10-percent shareholder in
such corporation.

-. (B) EXCEPTION.—
(i) IN CENERAL.—Subparagraph (A) shall

not apply with respect to stock in a domestic
corporation held by any partnership if. at all
times during the 5-year period ending on the
date of the disposition involved—

(I) the aggregate bases of the stock and
securities in such domestic corporation held
by such partnership was less than 25 percent
of the partnerships net adjusted asset cost,
and

"(II) the partnership did not own 50 per-
cent or more (by vote or value) of the stock
in such domestic corporation.
The Secretary may by regulations disregard
any failure to meet the requirements of
subclause (I) where the partnership normally
met such requirements during such 5-year
period.

'(ii) NEr ADJUSTED ASSET COST—For pur-
poses of clause (i). the term net adjusted
asset cost means—

(I) the aggregate bases of all of the assets
of the partnership other than cash and cash
items, reduced by

(II) the portion of the liabilities of the
partnership not allocable (on a proportionate
basis) to assets excluded under subclause (I).

(C) EXCEPTION NOT TO APPLY TO 50-PERCENT
PARTNERS—Subparagraph (B) shall not apply
in the case of any partner owning (directly
or indirectly) more than 50 percent of the
capital or profits interests in the partnership
at any time during the 5-year period ending
on the date of the disposition.

'(D) SPECIAL RULES—For purposes of sub-
paragraph (B) and (C)—

(i) TREATMENT OF PREDECESSORS—Any
reference to a partnership or corporation
shall be treated as including a reference to
any predecessor thereof.

'(ii) PARTNERSEUP NOT IN EXISTENCE—If
any partnership was not in existence
throughout the entire 5-year period ending
on the date of the disposition, only the por-
tion of such period during which the partner-
ship (or any predecessor) was in existence
shall be taken into account.

(E) OTHER PASS-ThRU ENTITIES: TIERED EN-
TITIES—Rules similar to the rules of the pre-
ceding provisions of this paragraph shall also
apply in the case of any pass-thru entity
other than a partnership and in the case of
tiered partnerships and other entities.

(c) COORDINATION WITh NONRECOCNrrION
PROVISIONS: ETC.—

(I) COORDINATION WITh NONRECOCNITION
PROVISIONS.—

(A) IN CENERAL.—Except as provided in
subparagraph (B). any nonrecognition provi-
sion shall apply for purposes of this section
to a transaction only in the case of—
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(i) an exchange of stock in a domestic

corporation for other property the sale of
which would be subject to taxation under
this chapter. or

'(ii) a distribution with respect to which
gain or loss would not be recognized under
section 336 if the sale of the distributed prop-
erty by the distributee would be subject to
tax under this chapter.

(B) RECULATIONS.—The Secretary shall
prescribe regulations (which are necessary or
appropriate to prevent the avoidance of Fed-
eral income taxes) providing—

(i) the extent to which nonrecognition
provisions shall, and shall not, apply for pur-
poses of this section. and

'(ii) the extent to which—
(I) transfers of property in a reorganiza-

tion, and
"(II) changes in interests in. or distribu-

tions from, a partnership. trust, or estate,
shall be treated as sales of property at fair
market value.

(C) NONRECOCNrrION PROVISION—For pur-
poses of this paragraph. the term non-
recognition provision means any provision
of this title for not recognizing gain or loss.

(2) CERTAIN OTHER RULES MADE APPLICA-
BLE.—For purposes of this section, rules
similar to the rules of subsections (g) and (j)
of section 897 shall apply.

(d) CERTAIN INTEREST TREATED AS
STOCK—For purposes of this section—

'(1) any option or other right to acquire
stock in a domestic corporation.

(2) the conversion feature of any debt in-
strument issued by a domestic corporation.
and

(3) to the extent provided in regulations.
any other interest in a domestic corporation
other than an interest solely as creditor,
shall be treated as stock in such corporation.

(e) Tm1Ewr OF CERTAIN GAIN AS A Dlv-
IDENO.—In the case of any gain which would
be subject to tax by reason of this section
but for a treaty and which results from any
distribution in liquidation or redemption. for
purposes of this subtitle, such gain shall be
treated as a dividend to the extent of the
earnings and profits of the domestic corpora-
tion attributable to the stock. Rules similar
to the rules of section 1248(c) (determined
without regard to paragraph (2)(D) thereof)
shall apply for purposes of the preceding sen-
tence.

(1) RECULATIONS—The Secretary shall
prescribe such regulations as may be appro-
priate to carry Out the purposes of this sec-
tion. including—

'(1) regulations coordinating the provi-
sions of this section with the provisions of
section 897. and

(2) regulations aggregating stock held by
a group of persons acting together.'

(b) WIThHOLDINC OF TAX—Subchapter A of
chapter 3 is amended by adding at the end
the following new section:
"SEC. 1447. WITHHOLDING OF TAX ON CERTAIN

STOCK DISPOSITIONS.

'(a) GENERPJ,. RULE—Except as otherwise
provided in this section. in the case of any
disposition of stock in a domestic corpora-
tion by a foreign person who is a 10-percent
shareholder in such corporation. the with-
holding agent shall deduct and withhold a
tax equal to 10 percent of the amount real-
ized on the disposition.

(b) EXCEPTIONS.—
(1) STOCK WHICH IS NOT RECULARLY TRAD-

ED—In the case of a disposition of stock
which is not regularly traded, a withholding
agent shall not be required to deduct and
withhold any amount under subsection (a)
if—

(A) the transferor furnishes to such with-
holding agent an affidavit by such transferor
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stating. under penalty of perjury, that sec-
tion 899 does not apply to such disposition
because—

• (I) the transferor is not a foreign person.
or

"(ii) the transferor is not a l0-percnt
shareholder, and

(B) such withholding agent does not know
(or have reason to know) that such affidavit
is not correct.

(2) STOCK WHICH IS REGULARLY TRADED.—-
(A) IN GENERAL—Except as provided in

subparagraph (B). a withholding agent shall
not be required to deduct and withhold any
amount under subsection (a) with respect lo
any disposition of regularly traded stock if
such withholding agent does not know (or
have reason to know) that section 899 applips
to such disposition.

(B) SPECIAL RULE WHERE SUBSTANTIAL DIS-
POSITION—If—

• (i) there is a disposition of regularly trac-
ed stock in a corporation, and

• (ii) the amount of stock involved in such
disposition constitutes 1 percent or more (by
vote or value) of the stock in such corpora-
tion.
subparagraph (A) shall not apply but para.
graph (1) shall apply as if the disposition in
volved stock which was not regularly traded.

(C) NOTIFICATION BY FOREIGN pERSON.—tf
section 899 applies to any disposition by
foreign person of regularly traded stock.
such foreign person shall notify the with-
holding agent that section 899 applies to
such disposition.

(3) NONRECOCNTFION TRANSACTIONS—A
withholding agent shall not be required to
deduct and withhold any amount under sub-
section (a) in any case where gain or loss is
not recognized by reason of section 899(c) (or
the regulations prescribed under such sec-
tion).

(c) SPECIAL RULE WHERE NO WIThHOLD-
ING.—If

(1) there is no amount deducted and with-
held under this section with respect to any
disposition to which section 899 applies, and

(2) the foreign person does not pay the tax
imposed by this subtitle to the extent attrib-
utable to such disposition on the date pre-
scribed therefor,
for purposes of determining the amount of
such tax, the foreign persons basis in the
stock disposed of shall be treated as zero or
such other amount as the Secretary may de-
termine (and, for purposes of section 6501.
the underpayment of such tax shall be treat-
ed as due to a willful attempt to evade such
tax).

(d) DEFINITIONS AND SPECIAL RULES—For
purposes of this section—

(1) WIThHOLDING AGENT—The term 'with-
holding agent means—

(A) the last United States person to have
the control, receipt, custody, disposal, or
payment of the amount realized on the dis-
position, or

"(B) if there is no such United States per-
son. the person prescribed in regulations.

(2) FOREIGN PERSON—The term foreign
person means any person other than a Unit-
ed States person.

(3) REGULARLY TRADED STOCK—The term
regularly traded stock means any stock of
a class which is regularly traded on an estab-
lished securities market.

(4) AUTHORITY TO PRESCRIBE REDUCED
1Our'rr.—At the request of the person mak-
ing the disposition or the withholding agent,
the Secretary may prescribe a reduced
amount to be withheld under this section if
the Secretary determines that to substitute
such reduced amount will not jeopardize the
collection of the tax imposed by section
871(b)(l) or882(a)(I).

(5) OTHER TERMS—Except as provided in
this section. terms used in this section shall
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have the same respective meanings as when
used in section 899.

"(6) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of section 1445(e)
shall apply for purposes of this section.

(e) REGULATIONS—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out the purposes of this sec-
tion. including regulations coordinating the
provisions of this section with the provisions
of sections 1445 and 1446.'

(c) EXCEPTION FROM BRANCH PROFITS
TAX—Subparagraph (C) of section 884(d)(2) is
amended to read as follows:

(C) gain treated as effectively connected
with the conduct of a trade or business with-
in the United States under—

(i) section 897 in the case of the disposi-
tion of a United States real property interest
described in section 897(c)(1)(A)(ii). or

(ii) section 899.
(d) REPORrS WITh RESPECT TO CERTAIN DIS-

TRIBUTJONS.—Paragraph (2) of section
6038B(a) (relating to notice of certain trans-
fers to foreign person) is amended by strik-
ing 'section 336' and inserting 'section 302.
331. or 336.

(e) CLERICAL AMENDMENTS.—
(1) The table of sections for subpart D of

part II of subchapter N of chapter I is
amended by adding at the end the following
new item:
'Sec. 899. Dispositions of stock in domestic

corporations by 10-percent for-
eign shareholders.'

(2) The table of sections for subchapter A
of chapter 3 is amended by adding at the end
the following new item:
'Sec. 1447. Withholding of tax on certain

stock dispositions."
(t) EFFECTIvE DATE.—
(1) IN GENERAL—Except as otherwise pro-

vided in this subsection, the amendments
made by this section shall apply to disposi-
tions after December 31. 1995. except that
section 1447 of the Internal Revenue Code of
1986 (as added by this section) shall not apply

to any disposition before the date that is 6
months after the date of the enactment of
this Act.

(2) COORDINATION WITh TREATIES—Sections
899 (other than subsection (e) thereof) and
1447 of the Internal Revenue Code of 1986 (as
added by this section) shall not apply to any
disposition by any person if the application
of such sections to such disposition would be
contrary to any treaty between the United
States and a foreign country which was in ef-
fect on the date of the enactment of this Act.
and at the time of such disposition and if the

person making such disposition is entitled to
the benefits of such treaty determined after
the application of section 894(c) of the Inter-

nal Revenue Code of 1986 (as added by section
12881).
SEC. 1a881. LIMITATION ON TREATY BENEFITS.

(a) GENERAL RULE—Section 894 (relating
to income affected by treaty) is amended by
adding at the end the following new sub-
;ection:

'(c) LIMITATION ON TREATY BENEFITS.—
(1) TREATY SHOPPING—No foreign entity

shall be entitled to any benefits granted by
the United States under any treaty between
the United States and a foreign country un-
less such entity is a qualified resident of
such foreign country.

(2) TAX FAVORED INCOME—No person shall
be entitled to any benefits granted by the
'nited States under any treaty between the
United States and a foreign country with re-
spect to any income of such person if such
income bears a significantly lower tax under
the laws of such foreign country than similar
income arising from sources within such for-
eign country derived by residents of such for-
eign country.
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(3) QUALIFIED RESIDENT—For purposes of

this subsection—
'(A) IN GENERAL—Except as otherwise pro-

vided in this paragraph, the term 'qualified
resident' means, with respect to any foreign
country, any foreign entity which is a resi-
dent of such foreign country unless—

(i) 50 percent or more (by value) of the
stock or beneficial interests in such entity
are owned (directly or indirectly) by individ-
uals who are not residents of such foreign
country and who are not United States citi-
zens or resident aliens, or

"(ii) 50 percent or more of its income is
used (directly or indirectly) to meet liabil-
ities to persons who are not residents of such
foreign country or citizens or residents of
the United States.

"(B) SPECIAL RULE FOR PUBLICLY TRADED
ENTrFIES.—A foreign entity which is a resi-
dent of a foreign country shall be treated as
a qualified resident of such foreign country
if—

(i) interests in such entity are primarily
and regularly traded on an established secu-
rities market in such country, or

(ii) such entity is not described in sub-
paragraph (A)(ii) and such entity is wholly
owned by another foreign entity which is or-
ganized in such foreign country and the in-
terests in which are so traded.

(C) ENTITIES OWNED BY PUBLICLY TRADED
I)OMESTIC CORPORATIONS—A foreign entity
which is a resident of a foreign country shall

be treated as a qualified resident of such for-
eign country if—

'(i) such entity is not described in sub-
paragraph (A)(ii) and such entity is wholly
owned (directly or indirectly) by a domestic
corporation, and

(ii) stock of such domestic corporation is
primarily and regularly traded on an estab-
lished securities market in the United
States.

(D) SECRETARIAL AUfl-IORJTY.—The Sec-
retary may, in his sole discretion, treat a
foreign entity as being a qualified resident of
a foreign country if such entity establishes
to the satisfaction of the Secretary that
such entity meets such requirements as the
Secretary may establish to ensure that indi-
viduals who are not residents of such foreign
country do not use the treaty between such
foreign country and the United States in a
manner consistent with the purposes of this
subsection.

(4) FOREIGN ENTITY—For purposes of this
subsection, the term 'foreign entity' means
any corporation. partnership, trust, estate,
or other entity which is not a United States
person."

(b) CONFORMING AMENDMENT—Paragraph
(4) of section 884(e) is amended to read as fol-
lows:

(4) QUALIFIED RESIDENT—For purposes of
this subsection, the term 'qualified resident'
has the meaning given to such term by sec-
tion 894(c)(3)."

(c) EFFECTIVE DATE—The amendments
made by this section shall take effect on
January 1. 1996, and shall apply to any treaty
whether entered into before, on, or after
such date.

SIMPSON (AND ROBB) AMENDMENT
NO. 3017

Mr. DOMENICI (for Mr. SIMPSON for
himself and Mr. ROBB) proposed an
amendment to the bill 5. 1357. supra. as
follows:

At the appropriate place in the bill add the
following:
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SEC. . GENERATIONAL ACCOUNTING IN PRESI

DENTS BUDGET.
Section 1105(a) of title 31. United States

Code, is amended by adding at the end there-
of the following:

(32) an analysis of the generational ac-
counting consequences of the budget includ-
ing the projected Federal deficit, at current
spending levels, in the fiscal year that is 20
years after the fiscal year for which the
budget is submitted and the revenue levels
(including the increase required in current
levels) required to eliminate the projected
Federal deficit.'.

WELLSTONE (AND CHAFEE)
AMENDMENT NO. 3018

Mr. WELLSTONE (for himself and
Mr. CHAFEE) proposed an amendment
to the bill S. 1357. supra. as follows:

At the end of section 2171(b) of the Social
Security Act, as added by section 7191 (a). in-
sert:

The Secretary may waive this section at
the request of the State for any category of
individuals who, as of the date of enactment
of this title, would have qualified for cov-
erage under section 1915(c) and 1902(e) (3)."

ROCKEFELLER (AND OTHERS)
AMENDMENT NO. 3019

Mr. ROCKEFELLER (for himself, Mr.
FEINCOLD. Ms. MOSELEY-BRAUN, and
Mrs. FEINSTEIN) proposed an amend-
ment to the bill 5. 1357, supra. as fol-
lows:

At the end of part B of title XXI of the So-
cial Security Act, as added by section 7191,
add the following new section:
'SEC. 2118. EXTENSION OF ELIGIBILITY FOR MED.

ICAL ASSISTANCE.
(a) 12-MONTH EXTENSION.—
(1) REQUIREMENT—Notwithstanding any

other provision of this title, each State plan
approved under this title provide that each
family which was receiving assistance pursu-
ant to a plan of the State approved under
part A of title IV in at least 3 of the 6
months immediately preceding the month in
which such family becomes ineligible for
such assistance, because of hours of. or in-
come from, employment of the parent or
caretaker relative (as defined in subsection
(d)). shall, subject to paragraph (3) and with-
out any reapplication for benefits under the
plan, remain eligible for assistance under the
plan approved under this title during the im-
mediately succeeding 12-month period in ac-
cordance with this subsection

(2) NOTICE OF BENEFITS.—Each State. in
the notice of termination of assistance under
part A of title IV sent to a family meeting
the requirements of paragraph (1)—

(A) shall notify the family of its right to
extended medical assistance under this sub-
section and include in the notice a descrip-
tion of the circumstances (described in para-
graph (3)) under which such extension may
be modified or terminated and the reporting
requirements under paragraph (5); and

(B) shall include a card or other evidence
of the family's entitlement to assistance
under this title for the period provided in
this subsection.

"(3) MODiFICATION OR TERMINATION OF EX-
TENSION.—

(A) MODIFICATION—Subject to subpara-
graph (C), and, if the modification relates to
the imposition of cost-sharing or premiums,
subject to section 2113, the State may modify
the terms of the extension of assistance dur-
ing the 12-month period described in para-
graph (1).

(B) TERMINATION.—
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'(i) NO DEPENDENT CHILD—Subject to

clause (ii) and subparagraph (C). extension of
assistance during the 12-month period de-
scribed in paragraph (1) to a family shall ter-
minate (during such period) at the close of
the first month in which the family ceases to
include a child, whether or not the child is a
needy child under part A of title IV.

"(ii) COr'mNUTAION IN CERTAIN CASES UNTIL
REDETERMINATION—With respect to a child
who would cease to receive medical assist-
ance because of clause (i) but who may be el-
igible for assistance under the State plan be-
cause the child is described in section
2111(a)(2), the State may not discontinue
such assistance under such clause until the
State has determined that the child is not el-
igible for assistance under the plan.

"(C) NOTICE BEFORE MODIFICATION OR TERM]-
NATION—No modification or termination of
assistance shall become effective under this
paragraph until the State has provided the
family with a 60-day notice of the grounds
for the modification or termination, which
notice shall include (in the case of termi-
nation) a description of how the family may
reestablish eligibility for medical assistance
under the State plan. No such termination
shall be effective earlier than 10 days after
the date of mailing of such notice.

'(4) SCOPE OF COVERAGE.—
(A) IN GENERAL—Subject to subpara-

graphs (B), (C), and (D), during the 12-month
extension period under this subsection. the
amount, duration, and scope of medical as-
sistance made available with respect to a
family shall be the same as if the family
were still receiving assistance under the plan
approved under part A of title IV.

(B) EUMINATION OF MOST NON-ACUTE CARE
BENEFITS—At a State's option and notwith-
standing any other provision of this title. a
State may choose not to provide medical as-
sistance under this subsection with respect
to any (or all) non-acute care beneflts.

'(C) STATE MEDICAID WRAP-AROUND' OP-
TION.—A State. at its option. may pay a fam-
ily's expenses for premiums. deductibles. co-
insurance, and similar costs for health insur-
ance or other health coverage offered by an
employer of the parent or caretaker relative
or by an employer of the absent parent of a
needy child. In the case of such coverage of-
fered by an employer of the parent or care-
taker relative—

(i) the State may require the parent or
caretaker relative, as a condition of exten-
sion of coverage under this subsection for
the parent or caretaker and the parent's or
caretaker's family, to make application for
such employer coverage, but only if—

"(I) the parent caretaker relative is not re-
quired to make financial contributions for
such coverage (whether through payroll de-
duction. payment of deductibles, coinsur-
ance. or similar costs, or other-wise), and

'(II) the State provides, directly or other-
wise. for payment of any of the premium
amount, deductible, coinsurance, or similar
expense that the employee is other-wise re-
quired to pay; and

"(ii) the State shall treat the coverage
under such an employer plan as a third party
liability (under section 2135).
Payments for premiums, deductibles, coin-
surance, and similar expenses under this sub-
paragraph shall be considered, for purposes
of section 2122(a). to be payments for medical
assistance.

(D) ALTERNATIVE ASSISTANCE—At a
State's option, the State may offer families
a choice of health care coverage under one or
more of the following, instead of the medical
assistance otherwise made available under
this subsection:

'(i) EOwr'rr IN FAMILY OPTION OF EM-
PLOYER PLAN—Enrollment of the parent or
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caretaker relative and needy children in a
family option of the group health plan of-
fered to the parent or caretaker relative.

(ii) ENROLLMENT IN FAMILY OPTION OF
STATE EMPLOYEE PLAN—Enrollment of the
parent or caretaker relative and needy chil-
dren in a family option within the options of
the group health plan or plans offered by the
State to State employees.

(iii) ENROLLMENT IN STATE UNINSURED
PLAN—Enrollment of the parent or care-
taker relative and needy children in a basic
State health plan offered by the State to in-
dividuals in the State (or areas of the State)
otherwise unable to obtain health insurance
coverage.

'(iv) ENROLLMENT IN HMO. ETC—Enroll-
ment of the parent or caretaker relative and
needy children in a capitated health care or-
ganization (as defined in section 2114(c)(l))
less than 50 percent of the membership (en-
rolled on a prepaid basis) of which consists of
individuals who are eligible to receive bene-
fits under this title (other than because of
the option offered under this clause). The op-
tion of enrollment under this clause is in ad-
dition to, and not in lieu of, any enrollment
option that the State might offer under sub-
paragraph (A)(i) with respect to receiving
services through a capitated health care or-
ganization in accordance with section 2114.
If a State elects to offer an option to enroll
a family under this subparagraph, the State
shall pay any premiums and other costs for
such enrollment imposed on the family and
may pay deductibles and coinsurance im-
posed on the family. A State's payment of
premiums for the enrollment of families
under this subparagraph (not including any
premiums otherwise payable by an employer
and less the amount of premiums collected
from such families under paragraph (5)) and
payment of any deductibles and coinsurance
shall be considered. for purposes of section
2122(a), to be payments for medical assist-
ance.

(5) REPORTING REQUIREMENTS—Each
State shall require (as a condition for ex-
tended assistance under this subsection) that
a family receiving such extended assistance
report to the State such eligibility verifica-
tion as the State deems necessary. A State
may permit such extended assistance under
this subsection notwithstanding a failure to
report under this paragraph if the family has
established. to the satisfaction of the State,
good cause for the failure to report on a
timely basis.

(b) APPLICABILITY IN STATES AND TERRI-
TORIES.—

'(1) STATES OPERATING UNDER DEMONSTRA-
TION PROJECTS—In the case of any State
which is providing medical assistance to its
residents under a waiver granted under sec-
tion 1115(a). the Secretary shall require the
State to meet the requirements of this sec-
tion in the same manner as the State would
be required to meet such requirement if the
State had in effect a plan approved under
this title.

(2) INAPPLICABILITY IN COMMONWEALTHS
AND TERRITORIES—The provisions of this sec-
tion shall only apply to the 50 States and the
District of Columbia.

(c) GENERAL DISQUALIFICATION FOR
FRAUD.—

'(1) INELIGIBIUTY FOR ASSISTANCE—This
section shall not apply to an individual who
is a member of a family which has received
assistance under part A of title IV if the
State makes a finding that. at any time dur-
ing the last 6 months in which the family
was receiving such assistance before other-
wise being provided extended eligibility
under this section, the individual was ineli-
gible for such assistance because of fraud.
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(2) GENERAL DISQUALIFTCATIONS.—For ad-

ditional provisions relating to fraud and pro-
gram abuse, see sections 1128. 1128A. and
1128B.

(d) CARETAKER RELATIVE DEFINED--In
this section. the term caretaker relative
has the meaning of such term as used in part
A of title IV.

At the end of title VII add the following
new subtitle:

Subtitle K—Home and Community-Based
Services for Individuals With Disabilitie;

SEC. 7500. PURPOSES; SHORT TITLE; TABLE OF
CONTENTS.

(a) PURPOSES—The purposes of this sub-
title are—

(1) to provide States with a capped source
of funding to establish a system of
consumer-oriented, consumer-directed home
and community-based long-term care serv-
ices for individuals with disabilities of any
age:

(2) to ensure that all individuals with se-
vere disabilities have access to such servic?s
while protecting taxpayers and maximizirg
program benefits by including significant
cost-sharing provisions that require indivii-
uals with higher incomes to pay a greater
share of the cost of their care;

(3) to build on the experience of Wiscon-
sins home and community-based long-term
care program. the Community Options Pro-
gram (COP). which has been a national
model of reform, and the keystone of Wiscon-
sins long-term care reforms that have savcd
Wisconsin taxpayers hundreds of millions oF
dollars: and

(4) to continue the recent bipartisan efforts
to establish this kind of long-term care re
form, including the excellent long-term care
proposal included in President Clinton's,
health care reform bill last year. as well as
the provisions establishing home and com-
munity-based long-term care benefits in the
versions of the Presidents bill that were re-
ported Out of the Senate Committee on
Labor and Human Resources and the Senate
Community on Finance last session, provi-
sions which had, in both cases, strong bipar-
tisan support.

(b) SHORT TrFLE.—This subtitle may be
cited as the 'Long-Term Care Reform and
Deficit Reduction Act of 1995.

(c) TBLE OF CONTENTS—The table of con-
tents of this subtitle is as follows:
Sec. 7500. Purposes: short title: table of con-

tents.
Sec. 7501. State programs for home and com-

munity-based services for indi-
viduals with disabilities.

Sec. 7502. State plans.
Sec. 7503. Individuals with disabilities de-

fined.
Sec. 7504. Home and community-based serv-

ices covered under State plan.
Sec. 7505. Cost sharing.
Sec. 7506. Quality assurance and safeguards.
Sec. 7507. Advisory groups.
Sec. 7508. Payments to States.
Sec. 7509. Appropriations; allotments to

States.
Sec 7510. Repeals.
SEC. 7501. STATE PROGRAMS FOR HOME AND

COMMUNITY-BASED SERVICES FOR
INDIVIDUALS WITh DISABILITIES.

(a) IN GENER.—Each State that has a
plan for home and community-based services
for individuals with disabilities submitted to
and approved by the Secretary under section
7502(b) may receive payment in accordance
with section 7508.

(b) ENTITLEMENT TO SERVICES—NOTHING IN
THIS SUBTITLE SHALL BE CONSTRUE!) TO CRE-
ATE A RJGHT TO SERVICES FOR INDIVIDUALS OR
A REQUIREMENT THAT A STATE WITH AN AP-
PROVED PLAN EXPEND THE ENTIRE AMOUNT OF
FUNDS TO WHICH IT IS ENTITLE!) UNDER THIS
SUBTITLE.
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(c) DESIGNATION OF AGENCY—Not later

than 6 months after the date of enactment of
this Act, the Secretary shall designate an
agency responsible for program administra-
tion under this subtitle.
SEC. 7502. STATE PLANS.

(a) PLAN REQUIREMENTS—In order to be ap-
proved under subsection (b), a State plan for
home and community-based services for indi-
viduals with disabilities must meet the fol-
lowing requirements:

(1) STATE MAINTENANCE OF EFFORT.-'—
(A) IN GENERAL—A State plan under this

subtitle shall provide that the State will.
during any fiscal year that the State is fur-
nishing services under this subtitle, make
expenditures of State funds in an amount
equal to the State maintenance of effort
amount for the year determined under sub-
paragraph (B) for furnishing the services de-
scribed in subparagraph (C) under the State
plan under this subtitle or the State plan
under title XXI of the Social Security Act.

(B) STATE MAINTENANCE OF EFFORT
AMOUNT.—

(i) IN GENERAL—The maintenance of effort
amount for a State for a fiscal year is an
amount equal to—

(I) for fiscal year 1997. the base amount for
the State (as determined under clause (ii))
updated through the midpoint of fiscal year
1997 by the estimated percentage change in
the index described in clause (iii) during the
period beginning on October 1, 1995. and end-
ing at that midpoint; and

(II) for succeeding fiscal years. an amount
equal to the amount determined under this
clause for the previous fiscal year updated
through the midpoint of the year by the esti-
mated percentage change in the index de-
scribed in clause (iii) during the 12-month
period ending at that midpoint, with appro-
priate adjustments to reflect previous
underestimations or overestimations under
this clause in the projected percentage
change in such index.

(ii) STATE BASE AMOUNT—The base amount
for a State is an amount equal to-the total
expenditures from State funds made under
the State plan under title XIX of the Social
Security Act (42 U.S.C. 1396 et seq.) during
fiscal year 1995 with respect to medical as-
sistance consisting of the services described
in subparagraph (C).

(iii) INDEX DESCRIBED—For purposes of
clause (i). the Secretary shall develop an
index that reflects the projected increases in
spending for services under subparagraph (C),
adjusted for differences among the States.

(C) MEDICAID SERVICES DESCRIBED—The
services described in this subparagraph are
the following:

(i) Personal care services (as described in
section 1905(a)(24) of the Social Security Act
(42 U.S.C. 1396d(a)(24)). as in effect on the day
before the date of the enactment of this Act).

(ii) Home or community-based services fur-
nished under a waiver granted under sub-
section (c), (d), or (e) of section 1915 of such
Act (42 U.S.C. 1396n). as so in effect.

(iii) Home and community care furnished
to functionally disabled elderly individuals
under section 1929 of such Act (42 U.S.C.
1396t), as so in effect.

(iv) Community supported living arrange-
ments services under section 1930 of such Act
(42 U.S.C. 1396u), asso in effect,

(v) Services furnished in a hospital. nurs-
ing facility, intermediate care facility for
the mentally retarded, or other institutional
setting specified by the Secretary.

(2) EuGIBILrrY.—
(A) IN GENERAL—Within the amounts pro-

vided by the State and under section 7508 for
uch plan, the plan shall provide that serv-
ices under the plan will be available to indi-
viduals with disabilities (as defined in sec-
tion 7503(a)) in the State.

S 16135
(B) INITIAL SCREENING—The plan shall pro-

vide a process for the initial screening of an
individual who appears to have some reason-
able likelihood of being an individual with
disabilities. Any such process shall require
the provision of assistance to individuals
who wish to apply but whose disability lim-
its their ability to apply. The initial screen-
ing and the determination of disability (as
defined under section 7503(b)(t)) shall be con-
ducted by a public agency.

(C) RESTRiCTIONS.—
(i) IN GENERAL—The plan may not limit

the eligibility of individuals with disabilities
based on—

(I) income:
(II) age:
(III) residential setting (other than with

respect to an institutional setting. in accord-
ance with clause (ii)): or

(IV) other grounds specified by the Sec-
retary:

except that through fiscal year 2005. the
Secretary may permit a State to limit eligi-
bility based on level of disability or geog-
raphy (if the State ensures a balance be-
tween urban and rural areas).

(ii) INSTITLXflONAL SETrING.—The plan may
limit the eligibility of individuals with dis-
abilities based on the definition of the term
'institutional setting", as determined by the
State.

(D) CONTINUATION OF SERVICES—The plan
must provide assurances that. n the case of
an individual receiving medical assistance
for home and community-based services
under the State Medicaid plan under title
XXI of the Social Security Act (42 U.S.C. 1396
et seq.) as of the date a States plan is ap-
proved under this subtitle. the State will
continue to make available (either under
this plan, under the State Medicaid plan, or
otherwise) to such individual an appropriate
level of assistance for home and community-
based services. taking into account the level
of assistance provided as of such date and
the individual's need for home and commu-
nity-based services,

(3) SERVICES.—
(A) NEEDS ASSESSMENT—Not later than the

end of the second year of implementation.
the plan or its amendments shall include the
results of a statewide assessment of the
needs of individuals with disabilities in a for-
mat required by the Secretary. The needs as-
sessment shall include demographic data
concerning the number of individuals within
each category of disability described in this
subtitle, and the services available to meet
the needs of such individuals.

(B) SPECIFICATION—Consistent with sec-
tion 7504, the plan shall specify—

(i) the services made available under the
plan;

(ii) the extent and manner in which such
services are allocated and made available to
individuals with disabilities; and

(iii) the manner in which services under
the plan are coordinated with each other and
with health and long-term care services
available outside the plan for individuals
with disabilities.

(C) TAKING INTO ACCOUNT INFORMAL CASE.—
A State plan may take into account, in de-
termining the amount and ar-ray of services
made available to covered individuals with
disabilities. the availability of informal care.
Any individual plan of care developed under
section 7504(b)(l)(B) that includes informal
care shall be required to verify the availabil-
ity of such care.

(D) ALLOCATION—The State plan—
(i) shall specify how services under the

plan will be allocated among covered individ-
uals with disabilities:

(ii) shall attempt to meet the needs of indi-
viduals with a variety of disabilities within
the limits of available funding;
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(iii) shall include services that assist all

categories of individuals with disabilities.
regardless of their age or the nature of their
disabling conditions:

(iv) shall demonstrate that services are al-
located equitably, in accordance with the
needs assessment required under subpara-
graph (A); and

(v) shall ensure that—
(I) the proportion of the population of low-

income individuals with disabilities in the
State that represents individuals with dis-
abilities who are provided home and commu-
nity-based services either under the plan,
under the State medicaid plan, or under
both, is not less than

(II) the proportion of the population of the
State that represents individuals who are
low-income individuals.

(E) LIMITATION ON UCENSURE OR CERTIFI-
CATION—The State may not subject
consumer-directed providers of personal as-
sistance services to licensure, certification.
or other requirements that the Secretary
finds not to be necessary for the health and
safety of individuals with disabilities.

(F) CONSUMER CHOICE—To the extent fea-
sible, the State shall follow the choice of an
individual with disabilities (or that individ-
uals designated representative who may be a
family member) regarding which covered
services to receive and the providers who
will provide such services.

(4) COST SHARING—The plan shall impose
cost sharing with respect to covered services
in accordance with section 7505.

(5) TYPES OF PROVIDERS AND REQWREMENTh
FOR PARflCIPATION.—The plan shall specify—

(A) the types of service providers eligible
to participate in the program under the plan.
which shall include consumer-directed pro-
viders of personal assistance services, except
that the plan—

(i) may not limit benefits to services pro-
vided by registered nurses or licensed prac-
tical nurses; and

(ii) may not limit benefits to services pro-
vided by agencies or providers certified
under title XVII of the Social Security Act
(42 U.S.C. 1395 et seq.); and

(B) any requirements for participation ap-
plicable to each type of service provider.

(6) PROVIDER REIMBURSEMENT.—
(A) PAYMENT METHODS—The plan shall

specify the payment methods to be used to
reimburse providers for services furnished
under the plan. Such methods may include
retrospective reimbursement on a fee-for-
service basis, prepayment on a capitation
basis, payment by cash or vouchers to indi-
viduals with disabilities, or any combination
of these methods. In the case of payment to
consumer-directed providers of personal as-
sistance services, including payment through
the use of cash or vouchers, the plan shall
specify how the plan will assure compliance
with applicable employment tax and health
care coverage provisions.

(B) PA'1ENT RATE—THE PLAN SI-fALL SPECI-
FY ThE METhODS AND CRITERIA TO BE USED TO
SET PAYMENT RATES FOR—

(i) agency administered services furnished
under the plan: and

(ii) consumer-directed personal assistance
services furnished under the plan. including
cash payments or vouchers to individuals
with disabilities, except that such payments
shall be adequate to cover amounts required
under applicable employment tax and health
care coverage provisions.

(C) PLAN PAYMENT AS PAYMENT IN FULL.—
The plan shall restrict payment under the
plan for covered services to those providers
that agree to accept the payment under the
plan (at the rates established pursuant to
subparagraph (B) and any cost sharing per-
mitted or provided for under section 7505 as
payment in full for services furnished under
the plan.
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(7) QUALITY ASSURANCE AND SAFEGUARDS.-.-

The State plan shall provide for quality as-
surance and safeguards for applicants and
beneficiaries in accordance with section 7506.

(8) ADVISORY GROUP—The State plan
shall—

(A) assure the establishment and mainte-
nance of an advisory group under section
7507(b): and

(B) include the documentation prepared by
the group under section 7507(b) (4).

(9) ADMINISTRATION AND ACCESS.—
(A) STATE AGENCY—The plan shall des-

ignate a State agency or agencies to admin-
ister (or to supervise the administration of)
the plan.

(B) COORDINATION—The plan shall specify
how it will—

(i) coordinate services provided under the
plan, including eligibility prescreening. serv-
ice coordination, and referrals for individ-
uals with disabilities who are ineligible for
services under this subtitle with the State
medicaid plan under title XXI of the Social
Security Act, titles V and XX of such Act (42
U.S.C. 701 et seq. and 1397 et seq.), programs
under the Older Americans Act of 1965 (42
U.S.C. 3001 et seq.), programs under the De-
velopmental Disabilities Assistance and Bill
of Rights Act (42 U.S.C. 6000 et seq.). pro-
grams under the Individuals with Disabil-
ities Education Act (20 U.S.C. 1400 et seq.),
and any other Federal or State programs
that provide services or assistance targeted
to individuals with disabilities; and

(ii) coordinate with health plans.
(C) ADMJNISTRATIVE EXPENDrrURES.—Effec-

tive beginning with fiscal year 2005, the plan
shall contain assurances that not more than
10 percent of expenditures under the plan for
all quarters in any fiscal year shall be for ad-
ministrative costs.

(D) INFORMATION AND ASSISTANCE—The
plan shall provide for a single point of access
to apply for services under the State pro-
gram for individuals with disabilities. Not-
withstanding the preceding sentence, the
plan may designate separate points of access
to the State program for individuals under 22
years of age. for individuals 65 years of age
or older, or for other appropriate classes of
individuals.

(10) REPORTS ANt) INFORMATION TO SEC-
RETARY; AUDITS—The plan shall provide that
the State will furnish to the Secretary—

(A) such reports. and will cooperate with
such audits. as the Secretary determines are
needed concerning the State's administra-
tion of its plan under this subtitle, including
the processing of claims under the plan; and

(B) such data and information as the Sec-
retary may require in a uniform format as
specified by the Secretary.

(11) USE OF STATE FUNDS FOR MATCHING.—
The plan shall provide assurances that Fed-
eral funds will not be used to provide for the
State share of expenditures under this sub-
title.

(12) HEALTh CARE WORKER REDEPLOYMENT.—
The plan shall provide for the following:

(A) Before initiating the process of imple-
menting the State program under such plan,
negotiations will be commenced with labor
unions representing the employees of the af-
fected hospita's or other facilities.

(B) Negotiations under subparagraph (A)
will address the following:

(i) The impact of the implementation of
the program upon the workforce.

(ii) Methods to redeploy workers to posi-
tions in the proposed system. in the case of
workers affected by the program.

(C) The plan will provide evidence that
there has been compliance with subpara-
graphs (A) and (B) - including a description of
the results of the negotiations.

(13) TERMiNOLOGY—The plan shall adhere
to uniform definitions of terms, as specified
by the Secretary.

October 27, 1995
(b) APPROVAL OF PLANS—The Secretary

shall approve a plan submitted by a State if
the Secretary determines that the plan—

(1) was developed by the State after a pub-
lic comment period of not less than 30 days:
and

(2) meets the requirements of subsection
(a).
The approval of such a plan shall take effect
as of the first day of the first fiscal year be-
ginning after the date of such approval (ex-
cept that any approval made before January
1, 1997, shall be effective as of January 1.

1997). In order to budget funds allotted under
this subtitle, the Secretary shall establish a
deadline for the submission of such a plan
before the beginning of a fiscal year as a con-
dition of its approval effective with that fis-
cal year. Any significant changes to the
State plan shall be submitted to the Sec-
retary in the form of plan amendments and
shall be subject to approval by the Sec-
retary.

(c) MONrrORING.—The Secretary shall an-
nually monitor the compliance of State
plans with the requirements of this subtitle
according to specified performance stand-
ards. In accordance with section 7508(e),
States that fail to comply with such require-
ments may be subject to a reduction in the
Federal matching rates available to the
State under section 7508(a) or the withhold-
ing of Federal funds for services or adminis-
tration until such time as compliance is
achieved,

(d) TECHNICAL ASSISTANCE—The Secretary
shall ensure the availability of ongoing tech-
nical assistance to States under this section,
Such assistance shall include serving as a
clearinghouse for information regarding suc-
cessful practices in providing long-term care
services.

(e) REGULATIONS. —The Secretary shall
issue such regulations as may be appropriate
to carry Out this subtitle on a timely basis.
SEC. 7503. INDIVIDUALS WITH DISABILITIES DE-

FINED.
(A) IN GENERAL,—FOr purposes of this sub-

title, the term - individual with disabilities"
means any individual within one or more of
the following categories of individuals:

(1) INDIVIDUALS REQUIRING KELP WITH AC-
TIVITIES OF DAILY LIVING—An individual of
any age who—

(A) requires hands-on or standby assist-
ance, supervision, or cueing (as defined in
regulations) to perform three or more activi-
ties of daily living (as defined in subsection
(d)); and

(B) is expected to require such assistance,
supervision, or cueing over a period of at
least 90 days.

(2) INDIVIDUALS WITh SEVERE COCTIVE OR
MENTAL IMPAIRMENT—An individual of any
age—

(A) whose score, on a standard mental sta-
tus protocol (or protocols) appropriate for
measuring the individual's particular condi-
tion specified by the Secretary, indicates ei-
ther severe cognitive impairment or severe
mental impairment, or both;

(B) who—
(i) requires hands-on or standby assistance.

supervision, or cueing with one or more ac-
tivities of daily living;

(ii) requires hand-on or standby assistance,
supervision, or cueing with at least such in-
strumental activity (or activities) of daily
living related to cognitive or mental impair-
ment as the Secretary specifies: or

(iii) displays symptoms of one or more se-
rious behavioral problems (that is on a list of
such problems specified by the Secretary)
that create a need for supervision to prevent
harm to self or others: and

(C) who is expected to meet the require-
ments of subparagraphs (A) and (B) over a
period of at least 90 days.
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Not later than 2 years after the date of en-
actment of this Act, the Secretary shall
make recommendations regarding the most
appropriate duration of disability under this
paragraph.

(3) INDIVIDUALS WITH SEVERE OR PROFOUND
MENTAL RETARDKflON—An individual of any
age who has severe or profound mental retar-
dation (as determined according to a proto-
col specified by the Secretary).

(4) YOUNG CHILDREN WITH SEVERE DISABIL-
rIlES—An individual under 6 years of ae
who—

(A) has a severe disability or chronic meth-
cal condition that limits functioning in a
manner that is comparable in severity to th
standards established under paragraphs (1).
(2). or (3): and

(B) is expected to have such a disability r
condition and require such services over i
period of at least 90 days.

(5) STATE OPTION WITh RZSPECT TO INDIVID
UALS WiTH COMPARABLE DXSABILrrIES.—Not
more than 2 percent of a State's allotment
for services under this subtitle may be ex
pended for the provision of services to mdi
viduals with severe disabilities that are com-
parable in severity to the criteria described
in paragraphs (I) through (4). but who fail to
meet the criteria in any single category
under such paragraphs.

(b) DETERMIN/VIION.—
(1) IN GENERAL—In formulating eligibility

criteria under subsection (a). the Secretary
shall establish criteria for assessing the
functional level of disability among all cat-
egories of individuals with disabilities that
are comparable in severity, regardless of the
age or the nature of the disabling condition
of the individual. The determination of
whether an individual is an individual with
disabilities shall be made by a public or non-
profit agency that is specified under the
State plan and that is not a provider of home
and community-based services under this
subtitle and by using a uniform protocol con-
sisting of an initial screening and a deter-
mination of disability specified by the Sec-
retary. A State may not impose cost sharing
with respect to a determination of disability.
A State may collect additional information.
at the time of obtaining information to
make such determination, in order to pro-
vide for the assessment and plan described in
section 7504(b) or for other purposes.

(2) PERJODIC REASSESSMENT—The deter-
mination that an individual is an individual
with disabilities shall be considered to be ef-
fective under the State plan for a period of
not more than 6 months (or for such longer
period in such cases as a significant change
in an individual's condition that may affect
such determination is unlikely). A reassess-
ment shall be made if there is a significant
change in an individual's condition that may
affect such determination.

(c) ELIGIBILITY CRrrER1A.—The Secretary
shall reassess the validity of the eligibility
criteria described in subsection (a) as new
knowledge regarding the assessments of
functional disabilities becomes available.
The Secretary shall report to the Congress
on its findings under the preceding sentence
as determined appropriate by the Secretary.

(d) ACTIVITY OF DAILY LIVING DEFINED.—
For purposes of this subtitle, the term ac-
tivity of daily living' means any of the fol-
lowing: eating. toileting. dressing. bathing.
and transferring.
SEC. 7504. HOME AND COMMUNITY-BASED SERV-

ICES COVERED UNDER STATE PLAN.
(a) SPECIFIC/VTION.—
(I) IN GENERAL—Subject to the succeeding

provisions of this section. the State plan
under this subtitle shall specify—

(A) the home and community-based serv-
ices available under the plan to individuals
with disabilities (or to such categories of
such individuals); and
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(B) any limits with respect to such serv-

ices.
(2) FLEXIBLITY IN MEETING INDIVIDUAL

NEEDS.—Subject to subsection (e)(2). such
services may be delivered in an individuals
home, a range of community residential ar-
rangements, or outside the home.

(b) REQUIREMENT FOR NEEDS ASSESSMENT
AND PLAN OF C.—

(1) IN GENERAL—The State plan shall pro-
vide for home and community-based services
to an individual with disabilities only if the
following requirements are met:

(A) COMPREHENSIVE ASSESSMENT.—
(i) IN GENERAL—A comprehensive assess-

ment of an individuals need for home and
community-based services (regardless of
whether all needed services are available
under the plan) shall be made in accordance
with a uniform, comprehensive assessment
tool that shall be used by a State under this
paragraph with the approval of the Sec-
retary. The comprehensive assessment shall
be made by a public or nonprofit agency that
is specified under the State plan and that is
not a provider of home and community-based
services under this subtitle.

(ii) EXCEPTION—The State may elect to
waive the provisions of clause (i) if—

(I) with respect to any area of the State.
the State has determined that there is an in-
sufficient pool of entities willing to perform
comprehensive assessments in such area due
to a low population of individuals eligible for
home and community-based services under
this subtitle residing in the area: and

(II) the State plan specifies procedures
that the State will implement in order to
avoid conflicts of interest.

(B) INDIVIDUALIZED PLAN OF CARE.—
(i) IN GENERAL—An individualized plan of

care based on the assessment made under
subparagraph (A) shall be developed by a
public or nonprofit agency that is specified
under the State plan and that is not a pro-
vider of home and community-based services
under this subtitle, except that the State
may elect to waive the provisions of this sen-
tence if. with respect to any area of the
State. the State has determined there is an
insufficient pool of entities willing to de-
velop individualized plans of care in such
area due to a low population of individuals
eligible for home and community-based serv-
ices under this subtitle residing in the area.
and the State plan specifies procedures that
the State will implement in order to avoid
conflicts of interest.

(ii) REQUIREMENTS WITh RESPECT TO PLAN
OF CARE—A plan of care under this subpara-
graph shall—

(I) specify which services included under
the individual plan will be provided under
the State plan under this subtitle:

(II) identify (to he extent possible) how the
ndividual will be provided any services spec-
ified under the plan of care and not provided
under the State plan:

(III) specify how the provision of services
to the individual under the plan will be co-
ordinated with the provision of other health
care services to the individual; and

(IV) be reviewed and updated every 6
months (or more frequently if there is a
change in the individual's condition).
1 he State shall make reasonable efforts to
identify and al-range for services described in
subclause (II). Nothing in this subsection
shall be construed as requiring a State
(under the State plan or otherwise) to pro-
vde all the services specified in such a plan.

(C) INVOLVEMENT OF INDIVIDUALS—The in-
dividualized plan of care under subparagraph
(B) for an individual with disabilities shall—

(i) be developed by qualified individuals
(specified in subparagraph (B));

(ii) be developed and implemented in close
c<rnsultation with the individual (or the mdi-
vWuals designated representative): and
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(iii) be approved by the individual (or the

individuals designated representative).
(c) REQUIREMENT FOR CARE MANAGEMET'.T.—
(1) IN GENERAL—The State shall make

available to each category of individuals
with disabilities care management services
that at a minimum include—

(A) arrangements for the provision of such
services; and

(B) monitoring of the delivery of services
(2) CARE MANAGEMENT SERVICES.—
(A) IN GENERAL—Except as provided in

subparagraph (B), the care management
services described in paragraph (I) shall be
provided by a public or private entity that is
not providing home and community-based
services under this subtitle.

(B) EXCEPTION—A person who provides
home and community-based services under
this subtitle may provide care management
services if—

(i) the State determines that there is an
insufficient pool of entities willing to pro-
vide such services in an area due to a low
population of individuals eligible for home
and community-based services under this
subtitle residing in such area: and

(ii) the State plan specifies procedures that
the State will implement in order to avoid
conflicts of interest.

(d) MANDATORY COVERAGE OF PERSONAL AS-
SISTANCE SERVICES—The State plan shall in-
clude, in the array of services made available
to each category of individuals with disabil-
ities, both agency-administered and
consumer-directed personal assistance serv-
ices (as defined in subsection (h)).

(e) ADDITIONAL SERVICES.—
(1) TYPES OF SERVICES—Subject to sub-

section (1), services available under a State
plan under this subtitle may include any (or
all) of the following:

(A) Homemaker and chore assistance.
(B) Home modifications.
(C) Respite services.
(D) Assistive technology devices, as de-

fined in section 3(2) of the Technology-Relat-
ed Assistance for Individuals With Disabil-
ities Act of 1988 (29 U.S-C- 2202(2)).

(E) Adult day services.
(F) Habilitation and rehabilitation.
(C) Supported employment.
(H) Home health services.
(I) Transportation.
(J) Any other care or assistive services

specified by the State and approved by the
Secretary that will help individuals with dis-
abilities to remain in their homes and com-
munities.

(2) CRITERIA FOR SELECTION OF SERVICES—
The State electing services under paragraph
(I) shall specify in the State plan—

(A) the methods and standards used to se-
lect the types. and the amount, duration,
and scope. of services to be covered under the
plan and to be available to each category of
individuals with disabilities; and

(B) how the types, and the amount, dura-
tion, and scope. of services specified. within
the limits of available funding. provide sub-
stantial assistance in living independently to
individuals within each of the categories of
individuals with disabilities.

(f) EXCLUSIONS AND LIMITATIONS—A State
plan may not provide for coverage of—

(I) room and board:
(2) services furnished in a hospital. nursing

facility, intermediate care facility for the
mentally retarded, or other institutional set-
ting specified by the Secretary; or

(3) items and services to the extent cov-
erage is provided for the individual under a
health plan or the medicare program.

(g) PAYMENT FOR SERVICES—In order to
pay for covered services, a State plan may
provide for the use of—

(1) vouchers:
(2) cash payments directly to individuals

with disabilities:
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(3) capitation payments to health plans;

and
(4) payment to providers.
(h) PERSONAL ASSISTANCE SERVICES.—
(1) IN GENERAL—For purposes of this sub-

title, the term personal assistance serv-
ices' means those Services specified under
the State plan as personal assistance serv-
ices and Shall include at least hands-on and
standby assistance, supervision, cueing with
activities of daily living, and such instru-
mental activities of daily living as deemed
necessary or appropriate, whether agency-
administered or consumer-directed (as de-
fined in paragraph (2)). Such services shall
include services that are determined to be
necessary to help all categories of individ-
uals with disabilities, regardless of the age of
such individuals or the nature of the (us-
abling conditions of such individuals.

(2) CONSUMER-DIRECTED--FOr purposes of
this subtitle:

(A) IN GEERAL.—The term consumer-di-
rected" means, with reference to personal as-
sistance services or the provider of such
services, services that are provided by an in-
dividual who is selected and managed (and.
at the option of the service recipient.
trained) by the individual receiving the serv-
ices.

(B) STATE RESPONSIBILTflES.—A State plan
shall ensure that where services are provided
in a consumer-directed manner, the State
shall create or contract with an entity. other
than the consumer or the individual pro-
vider. to—

(i) inform both recipients and providers of
rights and responsibilities under all applica-
ble Federal labor and tax law: and

(ii) assume responsibility for providing ef-
fective billing, payments for services, tax
withholding, unemployment insurance, and
workers compensation coverage, and act as
the employer of the home care provider.

(C) RIGUT OF CONSUMERS—Notwithstanding
the State responsibilities described in sub-
paragraph (B), service recipients, and, where
appropriate, their designated representative.
shall retain the right to independently se-
lect. hire, terminate, and direct (including
manage. train, schedule, and verify services
provided) the work of a home care provider.

(3) AGENCY ADMiNSTERED.—For purposes of
this subtitle, the term ' agency-adminis-
tered' means, with respect to such services.
services that are not consumer-directed.
SEC. 7505. COST SHARING.

(a) NO COST SHARING FOR POOREST.—
(I) IN GENERAL—The State plan may not

impose ny cost sharing for individuals with
income (as determined under subsection (d))
less than 150 percent of the official poverty
level applicable to a family of the size in-
volved (referred to in paragraph (2)).

(2) OFFICIAL P0vERTh' LEVEL—For purposes
of paragraph (1), the term "official poverty
level applicable to a family of the size in-
volved' means, for a family for a year. the
official poverty line (as defined by the Office
of Management and Budget, and revised an-
nually in accordance with section 673(2) of
the Community Services Block Grant Act (42
U.S.C. 9902(2) applicable to a family of the
size involved.

(b) SLIDING SCALE FOR REMAINDER.—
(I) REQUIRED COINSURANCE—The State plan

shall impose cost sharing in the form of coin-
surance (based on the amount paid under the
State plan for a service)—

(A) at a rate of 10 percent for individuals
with disabilities with income not less than
150 percent. and less than 175 percent. of such
official poverty line (as so applied):

(B) at a rate of 15 percent for such individ-
uals with income not less than 175 percent.
and less than 225 percent, of such official
poverty line (as so applied):

CONGRESSIONAL RECORD — SENATE
(C) at a rate of 25 percent for such individ-

uals with income not less than 225 percent,
and less than 275 percent. of such official
poverty line (as so applied);

(D) at a rate of 30 percent for such individ-
uals with income not less than 275 percent.
and less than 325 percent. of such official
poverty line (as so applied):

(E) at a rate of 35 percent for such individ-
uals with income not less than 325 percent.
and less than 400 percent, of such official
poverty line (as so applied): and

(F) at a rate of 40 percent for such individ-
uals with income equal to at least 400 per-
cent of such official poverty line (as so ap-
plied).

(2) REQUIRED ANNUAL DEDUCTIBLE—The
State plan shall impose cost sharing in the
form of an annual deductible—

(A) of $100 for individuals with disabilities
with income not less than 150 percent. and
less than 175 percent. of such official poverty
line (as so applied):

(B) of $200 for such individuals with income
not less than 175 percent. and less than 225
percent, of such official poverty line (as so
applied):

(C) of $300 for such individuals with income
not less than 225 percent. and less than 275
percent. of such official poverty line (as so
applied):

(D) of $400 for such individuals with income
not less than 275 percent. and less than 325
percent. of such official poverty line (as so
applied)

(E) of $500 for such individuals with income
not less than 325 percent. and less than 400
percent, of such official poverty line (as so
applied): and

(F) of $600 for such individuals with income
equal to at least 400 percent of such official
poverty line (as so applied).

(c) RECOMMENDATION OF THE SECRETARY.—
The Secretary shall make recommendations
to the States as to how to reduce cost-shar-
ing for individuals with extraordinary out-
of-pocket costs for whom the cost-sharing
provisions of this section could jeopardize
their ability to take advantage of the serv-
ices offered under this subtitle. The Sec-
retary shall establish a methodology for re-
ducing the cost-sharing burden for individ-
uals with exceptionally high out-of-pocket
costs under this subtitle.

(d) DETERMINATION OF INCOME FOR PUR-
POSES OF Cosr Su.iNG.—The State plan
shall specify the process to be used to deter-
mine the income of an individual with dis-
abilities for purposes of this section. Such
standards shall include a uniform Federal
definition of income and any allowable de-
ductions from income.
SEC. 7506. QUALITY ASSURANCE AND SAFE

GUARDS.
(a) QUALITY ASSURANCE.—
(1) IN GENERAL—The State plan shall

specify how the State will ensure and mon-
itor the quality of services, including—

(A) safeguarding the health and safety of
individuals with disabilities:

(B) setting the minimum standards for
agency providers and how such standards
will be enforced;

(C) setting the minimum competency re-
quirements for agency provider employees
who provide direct services under this sub-
title and how the competency of such em-
ployees will be enforced:

(D) obtaining meaningful consumer input.
including consumer surveys that measure
the extent to which participants receive the
services described in the plan of care and
participant satisfaction with such services:

(E) establishing a process to receive, inves-
tigate, and resolve allegations of neglect or
abuse;

(F) establishing optional training pro-
grams for individuals with disabilities in the
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use and direction of consumer directed pro-
viders of personal assistance services;

(G) establishing an appeals procedure for
eligibility denials and a grievance procedure
for disagreements with the terms of an indi-
vidualized plan of care;

(H) providing for participation in quality
assurance activities; and

(I) specifying the role of the Long-Term
Care Ombudsman (under the Older Ameri-
cans Act of 1965 (42 U.S.C. 3001 et seq.)) and
the protection and advocacy system (estab-
lished under section 142 of the Developmen-
tal Disabilities Assistance and Bill of Rights
Act (42 U.S.C. 6042) in assuring quality of
services and protecting the rights of individ-
uals with disabilities.

(2) ISSUANCE OF REGULATIONS—Not later
than 1 year after the date of enactment of
this Act, the Secretary shall issue regula-
tions implementing the quality provisions of
this subsection.

(b) FEDERAL STMop.iS.—The State plan
shall adhere to Federal quality standards in
the following areas:

(1) Case review of a specified sample of cli-
ent records.

(2) The mandatory reporting of abuse, ne-
glect. or exploitation.

(3) The development of a registry of pro-
vider agencies or home care workers and
consumer directed providers of personal as-
sistance services against whom any com-
plaints have been sustained. which shall be
available to the public.

(4) Sanctions to be imposed on State or
providers, including disqualification from
the program, if minimum standards are not
met.

(5) Surveys of client satisfaction.
(6) State optional training program for in-

formal caregivers.
(c) CLIEI'fl' ADVOCACY.—
(1) IN GENERAL—The State plan shall pro-

vide that the State will expend the amount
allocated under section 7509(b)(2) for client
advocacy activities. The State may use such
funds to augment the budgets of the Long-
Term Care Ombudsman (under the Older
Americans Act of 1965 (42 U.S.C. 3001 et seq.)
and the protection and advocacy system (es-
tablished under section 142 of the Devel-
opmental Disabilities Assistance and Bill of
Rights Act (42 U.S.C. 6042)) or may establish
a separate and independent client advocacy
office in accordance with paragraph (2) to ad-
minister a new program designed to advocate
for client rights.

(2) CLIENT ADVOCACY OFFICE.—
(A) IN GENERAL—A client advocacy office

established under this paragraph shall—
(i) identify. investigate, and resolve com-

plaints that—
(I) are made by. or on behalf of. clients;

and
(II) relate to action, inaction. or decisions,

that may adversely affect the health, safety.
welfare. or rights of the clients (including
the welfare and rights of the clients with re-
spect to the appointment and activities of
guardians and representative payees). of—'

(aa) providers, or representatives of provid-
ers, of long-term care services:

(bb) public agencies: or
(cc) health and social service agencies:
(ii) provide services to assist the clients in

protecting the health, safety. welfare, and
rights of the clients:

(iii) inform the clients about means of ob-
taining services provided by providers or
agencies described in clause (i)(II) or services
described in clause (ii);

(iv) ensure that the clients have regular
and timely access to the services provided
through the office and that the clients and
complainants receive timely responses from
representatives of the office to complaints;
and
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Cv) represent the interests of the clients be-

fore governmental agencies and seek admn-
istrative legal. and other remedies to protect
the health, safety. welfare, and rights of the
clients with regard to the provisions of this
subtitle.

(B) CONTRACTS AND ARRANCEMENTS.—
(i) IN CENERAL.—Except as provided in

clause (ii). the State agency may establish
and operate the office, and carry Out the pro-
gram. directly. or by contract or other aa'-
rangement with any public agency or non-
profit private organization.

(ii) LICENSINC AND CERTIFICATION ORCANIZA-
liONS: ASSOCIATIONS—The State agency may
not enter into the contract or other arrange-
ment described in clause (i) with an agency
or organization that is responsible for licens-
ing certifying. or providing long-term care
services in the State.

(d) SAFEcus.—
(1) CONFIDEJ'rnALITY.—The State plan shall

provide safeguards that restrict the use or
disclosure of information concerning appU
cations and beneficiaries to purposes di'
x-ectly connected with the administration of'
the plan.

(2) SAFECUARDS ACAINST ABUSE—The State
plans shall provide safeguards against phys-
ical. emotional, or financial abuse or exploi-
tation (specifically including appropriate
safeguards in cases where payment for pro
gram benefits in made by cash payments or
vouchers given directly to individuals with
disabilities). All providers of services shall
be required to register with the State agen-
cy.

(3) RECULATIONS—Not later than January
1. 1997. the Secretary shall promulgate regu-
lations with respect to the requirements on
States under this subsection.

(e) SPECIFIED RICHTS.—The State plan
shall provide that in furnishing home and
community-based services under the plan the
following individual rights are protected:

(I) The right to be fully informed in ad-
vance, orally and in writing, of the care to be
provided, to be fully informed in advance of
any changes in care to be provided, and (ex-
cept with respect to an individual deter-
mined incompetent) to participate in plan-
ning care or changes in care.

(2) The right to—
(A) voice grievances with respect to sex-v-

ices that are (or fail to be) furnished without
discrimination or reprisal for voicing griev-
ances:

(B) be told how to complain to State and
local authorities; and

(C) prompt resolution of any grievances or
complaints.

(3) The right to confidentiality of personal
and clinical records and the right to have ac-
cess to such records.

(4) The right to privacy and to have on&s
property treated with respect.

(5) The right to refuse all or part of any
care and to be informed of the likely con-
sequences of such refusal.

(6) The right to education or training for
oneself and for members of ones family or
household on the management of care.

(7) The right to be free from physical or
mental abuse, corporal punishment, and any
physical or chemical restraints imposed for
purposes of discipline or convenience and not
included in an individual's plan of care.

(8) The right to be fully informed orally
and in writing of the individual's rights.

(9) The right to a free choice of providers.
(10) The right to direct provider activities

when an individual is competent and willing
to direct such activities.
SEC. 7507. ADVISORY GROUPS.

(a) FEDERAL ADVISORY GROUP.—
(1) ESTABLISI1Mr.—The Secretary shall

establish an advisory group, to advise the
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Secretary and States on all aspects of the
program under this subtitle.

(2) COMPOSITION—The group shall be com-
posed of individuals with disabilities and
their representatives, providers, Federal and
State officials, and local community imple-
menting agencies. A majority of its members
shall be individuals with disabilities and
their representatives.

(b) STATE ADVISORY GROUPS—
(1) IN CENERAL.—Each State plan shall pro-

vide for the establishment and maintenance
of an advisory group to advise the State on
all aspects of the State plan under this sub-
title.

(2) COMPOSITION—Members of each advi-
sory group shall be appointed by the Gov-
ernor (or other chief executive officer of the
State) and shall include individuals with dis-
abilities and their representatives, providers,
State officials, and local community imple-
menting agencies. A majority of its members
shall be individuals with disabilities and
their representatives. The members of the
advisory group shall be selected from those
nominated as described in paragraph (3).

(3) SELECTION OF MEMBERS—Each State
shall establish a process whereby all resi-
dents of the State. including individuals
with disabilities and their representatives.
shall be given the opportunity to nominate
members to the advisory group.

(4) PARTICULAR CONCERNS—Each advisory
group shall—

(A) before the State plan is developed, ad-
vise the State on guiding principles and val-
ues, policy directions, and specific compo-
nents of the plan;

(B) meet regularly with State officials in-
volved in developing the plan. during the de-
velopment phase. to review and comment on
all aspects of the plan:

(C) participate in the public hearings to
help assure that public comments are ad-
dressed to the extent practicable;

(D) report to the Governor and make avail-
able to the public any differences between
the group's recommendations and the plan:

(E) report to the Governor and make avail-
able to the public specifically the degree to
which the plan is consumer-directed; and

(F) meet regularly with officials of the des-
ignated State agency (or agencies) to provide
advice on all aspects of implementation and
evaluation of the plan.
SEC. 7508. PAYMENTS TO STATES.

(a) IN GENERAL—Subject to section
7502(a)(9)(C) (relating to limitation on pay-
rnent for administrative costs). the Sec-
retary. in accordance with the Cash Manage-
ment Improvement Act, shall authorize pay-
ment to each State with a plan approved
under this subtitle, for each quarter (begin-
ning on or after January 1, 1997), from its al-
lotment under section 7509(b). an amount
qual to—
(1)(A) with respect to the amount dem-

onstrated by State claims to have been ex-
pended during the year for home and commu-
nity-based services under the plan for indi-
viduals with disabilities that does not exceed
20 percent of the amount allotted to the
State under section 7509(b). 100 percent of
such amount: and

(B) with respect to the amount dem-
onstrated by State claims to have been ex-
p(nded during the year for home and commu-
nity-based services under the plan for indi-
viduals with disabilities that exceeds 20 per-
c�nt of the amount allotted to the State
under section 7509(b), the Federal home and
community-based services matching percent-
ace (as defined in subsection (b)) of such
amount: plus

(2) an amount equal to 90 percent of the
amount demonstrated by the State to have
been expended during the quarter for quality
as,urance activities under the plan: plus
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(3) an amount equal to 90 percent of

amount expended during the quarter under
the plan for activities (including preliminary
screening) relating to determination of eligi-
bility and performance of needs assessment:
plus

('4) an amount equal to 90 percent (or. be-
ginning with quarters in fiscal year 2005. 75
percent) of the amount expended during the
quarter for the design. development, and in-
stallation of mechanical claims processing
systems and for information retrieval: plus

(5) an amount equal to 50 percent of the re-
mainder of the amounts expended during the
quarter as found necessary by the Secretary
for the proper and efficient administration of
the State plan.

(b) FEDERAL HOME AND COMMUNITY-BASED
SERVICES MATCHINC PERCENTACE.—In sub-
section (a), the term 'Federal home and
community-based services matching percent-
age" means, with respect to a State, the
State's Federal medical assistance percent-
age (as defined in section 2122(c) of the So-
cial Security Act) increased by IS percentage
points, except that the Federal home and
commuity-based services matching percent-
age shall in no case be more than 95 percent.

(c) PAYMENTS ON ES'rITES WITH RETRO-
SPECTIVE ADJUSTMENTS—The method of
computing and making payments under this
section shall be as follows:

(I) The Secretary shall, prior to the begin-
ning of each quarter. estimate the amount to
be paid to the State under subsection (a) for
such quarter. based on a report filed by the
State containing its estimate of the total
sum to be expended in such quarter, and such
other information as the Secretary may find
necessary.

(2) From the allotment available therefore.
the Secretary shall provide for payment of
the amount so estimated, reduced or in-
creased, as the case may be, by any sum (not
previously adjusted under this section) by
which the Secretary finds that the estimate
of the amount to be paid the State for any
prior period under this section was greater
or less than the amount that should have
been paid.

(d) APPUCATION OF RULES RECARDINC LIMI-
TATIONS ON PROVIDER-RELATED DONATIONS
AND HEALTH CRE-REjTED TAXES—The pro-
visions of section 2122(d) of the Social Secu-
rity Act shall apply to payments to States
under this section in the same manner as
they apply to payments to States under sec-
tion 2 122(a) of such Act,

(e) FAILURE TO COMPLY WITH STATE
PLAN—If a State furnishing home and com-
munity-based services under this subtitle
fails to comply with the State plan approved
under this subtitle, the Secretary may either
reduce the Federal matching rates available
to the State under subsection (a) or withhold
an amount of funds determined appropriate
by the Secretary from any payment to the
State under this section.
SEC. 7509. APPROPRIATIONS; ALLOTMENTS TO

STATES.
(a) APPROPRIATIONS.—
(I) FISCAL YEARS 1997 THROUCI-1 2005.—Subject

to paragraph (5) (C). for purposes of this sub-
title, the appropriation authorized under
this subtitle for each of fiscal years 1997
through 2005 is the following:

(A) For fiscal year 1997. $800000000.
(B) For fiscal year 1998. $1,600,000,000.
(C) For fiscal year 1999. $2,600,000,000.
(D) For fiscal year 2000 $3,700,000,000.
(E) For fiscal year 2001 $5,000,000,000.
(F) For fiscal year 2002. $6,500.000.000.
(G) For fiscal year 2003. $8,200,000,000.
(H) For fiscal year 2004. $10,I00,000,000,
(I) For fiscal year 2005, $12,100,000.
(2) SUBSEQUENT FISCAL YEARS—For pur-

poses of this subtitle, the appropriation au-
thorized for State plans under this subtitle
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for each fiscal year after fiscal year 2005 is
the appropriation authorized under this sub-
section for the preceding fiscal year multi-
plied by—

(A) a factor (described in paragraph (3)) re-
flecting the change in the consumer price
index for the fiscal year: and

(B) a factor (described in paragraph (4)) r-
flecting the change in the number of individ-
uals with disabilities for the fiscal year.

(3) CPI INCREASE FACTOR,—For purposes of
paragraph (2)(A). the factor described in this
paragraph for a fiscal year is the ratio of—

(A) the annual average index of the
consumer price index for the preceding fiscal
year to—

(B) such index, as so measured, for the sec-
ond preceding fiscal year.

(4) DISABLED POPULATION FACTOR—For pur-
poses of paragraph (2)(B), the factor de-
scribed in this paragraph for a fiscal year is
100 percent plus (or minus) the percentage
increase (or decrease) change in the disabkd
population of the United States (as deter-
mined for purposes of the most recent update
under subsection (b)(3)(D)).

(5) ADDITIONAL FUNDS DUE TO MEDICAID OFF-
sETs.—

(A) IN GENERAL—Each participating State
must provide the Secretary with information
concerning offsets and reductions in the
medicaid program resulting from home and
community-based services provided disabled
individuals under this subtitle, that would
have been paid for such individuals under the
State medicaid plan. At the time a State
first submits its plan under this subtitle and
before each subsequent fIscal year (through
fiscal year 2005), the State also must provide
the Secretary with such budgetary informa-
tion (for each fiscal year through fiscal year
2005). as the Secretary determines to be nec-
essary to carry Out this paragraph.

(B) REPORTS—Each State with a program
under this subtitle shall submit such reports
to the Secretary as the Secretary may re-
quire in order to monitor compliance with
subparagraph (A). The Secretary shall speci-
fy the format of such reports and establish
uniform data reporting elements.

(C) ADJUSTMENTS TO APPROPRIATION.—
(i) IN GENERAL—For each fiscal year (be-

ginning with fIscal year 1997 and ending with
fiscal year 2005) and based on a review of in-
formation submitted under subparagraph
(A), the Secretary shall determine the
amount by which the appropriation author-
ized under subsection (a) will increase. The
amount of such increase for a fiscal year
shall be limited to the reduction in Federal
expenditures of medical assistance (as deter-
mined by Secretary) that would have been
made under title XXI of the Social Security
Act but for the provision of home and com-
munity-based services under the program
under this subtitle.

(ii) ANNUAL PUBLICATION—The Secretary
shall publish before the beginning of such fis-
cal year. the revised appropriation author-
ized under this subsection for such fiscal
year.

(D) CONSTRUCTION—Nothing in this sub-
section shall be construed as requiring
States to determine eligibility for medical
assistance under the State medicaid plan on
behalf of individuals receiving assistance
under this subtitle.

(b) ALLOTMENTS TO STATES.—
(1) IN GENERAL—The Secretary shall allot

the amounts available under the appropria-
tion authorized for the fiscal year under
paragraph (1) of subsection (a) (without re-
gard to any adjustment to such amount
under paragraph (5) of such subsection), to
the States with plans approved under this
subtitle in accordance with an allocation
formula developed by the Secretary that
takes into account—
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(A) the percentage of the total number of

individuals with disabilities in all States
that reside in particular State;

(B) the per capita costs of furnishing home
and community-based services to individuals
with disabilities in the State; and

(C) the percentage of all individuals with
incomes at or below 150 percent of the offi-
cial poverty line (as described in section
7505(a)(2)) in all States that reside in a par-
ticular State.

(2) ALLOCATION FOR CLIENT ADVOCACY AC-
TlvrrIEs.—Each State with a plan approved
under this subtitle shall allocate one-half of
one percent of the State's total allotment
under paragraph (1) for client advocacy ac-
tivities as described in section 7506(c).

(3) NO DUPLICATE PAYMENT—No payment
may be made to a State under this section
for any services provided to an individual to
the extent that the State received payment
for such services under section 2122(a) of the
Social Security Act.

(4) REALLOCATIONS—Any amounts allotted
to States under this subsection for a year
that are not expended in such year shall re-
main available for State programs under this
subtitle and may be reallocated to States as
the Secretary determines appropriate.

(5) SAVINGS DUE TO MEDICAID OFFSETS.—
(A) IN GENERAL—Except as provided in

subparagraph (B), from the total amount of
the increase in the amount available for a
fiscal year under paragraph (1) of subsection
(a) resulting from the application of para-
graph (5) of such subsection, the Secretary
shall allot to each State with a plan ap-
proved under this subtitle, an amount equal
to the Federal offsets and reductions in the
States medicaid plan for such fiscal year
that was reported to the Secretary under
subsection (a)(5). reduced or increased, as the
case may be. by any amount by which the
Secretary determines that any estimated
Federal offsets and reductions in such
States medicaid plan reported to the Sec-
retary under subsection (a)(5) for the pre-
vious fiscal year were greater or less than
the actual Federal offsets and reductions in
such State's medicaid plan.

(B) CAP ON STATE SAVINGS ALLOTMENT—In
no case shall the allotment made under this
paragraph to any State for a flscal year ex-
ceed the product of—

(i) the Federal medical assistance percent-
age for such State (as defined under section
2122(c) of the Social Security Act); multi-
plied by

(ii)(I) for fiscal year 1997, the base medical
assistance amount for the State (as deter-
mined under subparagraph (C)) updated
through the midpoint of fiscal year 1997 by
the estimated percentage change in the
index described in section 7502(a)(1)(B)(iii)
during the period beginning on October 1,
1995. and ending at that midpoint: and

(II) for Succeeding fiscal years. an
amount equal to the amount deter-
mined under this clause for the pre-
vious fiscal year updated through the
midpoint of the year by the estimated
percentage change in such index during
the 12-month period ending at that
midpoint, with appropriate adjust-
ments to reflect previous
underestimations or overestimations
under this clause in the projected per-
centage change in such index.

(C) BASE MEDICAL ASSISTANCE AMOUNT.—
The base medical assistance amount for a
State is an amount equal to the total ex-
penditures from Federal and State funds
made under the State plan under title XIX of
the Social Security Act (42 U.S.C. 1396 et
seq.) during flscal year 1995 with respect to
medical assistance consisting of the services
described in section 7502(a)(1)(C).
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(c) STATE ENTITLEMENT—This subtitle

constitutes budget authority in advance of
appropriations Acts, and represents the obli-
gation of the Federal Government to provide
for the payment to States of amounts de-
scribed in subsection (a).
SEC. 7510, REPEALS

Section 12111 and chapter 1 of subtitle C of
title XII of this Act are hereby repealed.

SEC. . It is the sense of the Senate that
the Congress shall define a basic health bene-
fit package for pregnant women, all children
up to age 12 years, and individuals with dis-
abilities living under 100% of federal poverty
in order to ensure that these groups are enti-
tled to a federal guarantee of health care
services for a meaningful set of benefits.

HARKIN (AND OTHERS)
AMENDMENT NO. 3020

Mr. HARKIN (for himself, Mr. DOR-
GAN, Mr. WELLSTONE. Mr. DASCHLE, Mr.
HEFLIN, and Mr. BUMPERS) proposed an
amendment to the bill S. 1357, supra. as
follows:

(a) In Title I strike Subtitles A. B. and C
and insert the following:
TITLE 1—COMMIrrEE ON AGRICULTURE,

NUTRITION, AND FORESTRY
SECTION 1001. SHORT TITLE.

This title may be cited as the - 'Farm Secu-
rity Act of 1995'.

Subtitle A—Commodity Programs
SEC 1101. WHEAT. FEED GRAIN. AND OILSEED

PROGRAM.
(a) IN GENERAL—Title I of the Agricultural

Act of 1949 (7 U.S.C. 1441 et seq.) is amended
by adding the end the following:
"SEC 116. MARKETING LOANS AND LOAN DEFI-

CIENCY PAYMENTS FOR 1996
THROUGH 2002 CROPS OF WHEAT,
FEED GRAINS, AND OILSEEDS.

-. (a) DEFINITIONS—In this section:
(1) COvERED COMMODITIES—The term 'cov-

ered commodities' means wheat, feed grains,
and oilseeds.

-. (2) FEED GRAINS—The term 'feed grains'
means corn, grain sorghum. barley. oats,
millet, rye. or as designated by the Sec-
retary, other feed grains.

(3) OIl_SEEDS—The term 'oilseeds' means
soybeans, sunflower seed. rapeseed. canola.
safflower, flaxseed. mustard seed, or as des-
ignated by the Secretary. other oilseeds.

(b) ADJUSTMENT ACCOUNT.—
(1) DEFINITION OF PAYMENT BUSHEL OF PRO-

DUCTION—In this subsection, the term 'pay-
ment bushel of production' means—

"(A) in the case of wheat, 7/ of a bushel;
(B) in the case of corn, a bushel; and

"(C) in the case of other feed grains, a
quantity determined by the Secretary.

"(2) ESTABLISHMENT..—The Secretary shall
establish an Adjustment Account (referred
to in this subsection as the 'Account') for
making—

(A) payments to producers of the 1996
through 2002 crops of covered commodities
who participate in the marketing loan pro-
gram established under subsection Cc): and

"(B) payments to producers of the 1994 and
1995 crops of covered commodities that are
authorized, but not paid, under sections 105B
and 107B prior to the date of enactment of
this section.

"(3) AMOUNT IN ACCOUNT—The Secretary
shall transfer from funds of the Commodity
Credit Corporation into the Account—

(A) $4,500,000,000 for fiscal year 1996; and
"(B) 2,800,000,000 for each of fiscal years

1997 through 2002:
to remain available until expended.

(4) PAYMENTS—The Secretary shall use
funds in the Account to make payments to
producers of wheat and feed grains in accord-
ance with this subsection,
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(5) TIER 1 SUPPORT.—
(A) IN GENERAL—The producers on a farm

referred to in paragraph (2) shall be entitled
to a payment computed by multiplying—

'(i) the payment quantity determined
under subparagraph (B): by

(ii) the payment factor determined under
subparagraph (C).

(B) PA1ENT QUANTITY.—
'(i) IN GENERAL.—Subject to clause (ii), the

payment quantity for payments under stb-
paragraph (A) shall be determined by the
Secretary based on—

(I) 90 percent of the 5-year average of the
quantity of wheat and feed grains produced
on the farm:

(II) an adjustment to reflect any disaster
or other circumstance beyond the control of
the producers that adversely affected produc-
tion of wheat or feed grains, as determined
by the Secretary; and

"(III) an adjustment for planting resource
conservation crops on the crop acreage base
for covered commodities, and adopting cor-
serving uses, on the base not enrolled in the
environmental reserve program provided in
paragraph (6).

'(ii) LIMITATIONS—The quantity deter-
mined under clause (1) for an individual, di-
rectly or indirectly, shall not exceed 22.0O)
payment bushels of wheat or feed grains and
may be adjusted by the Secretary to reflect
the availability of funds.

(C) PAYMENT FACTOR.—
'(i) WFAT.—The payment factor for wheat

under subparagraph (A) shall be equal to th
difference between a price established by th
Secretary. of not to exceed $4.00 per bushel.
and the greater of—

(I) the marketing loan rate for the crop of
wheat: or

(II) the averagedomestic price for wheat
for the crop for the calendar year in which
the crop is normally harvested.

(ii) CORN—The payment factor for corn
under subparagraph (A) shall be equal to the
difference between a price established by the
Secretary, of not to exceed $2.75 per bushel.
and the greater of—

(I) the marketing loan rate for the crop of
corn; or

(II) the average domestic price for corn
for the crop for the calendar year in which
the crop is normally harvested;

(iii) OThER FlED GRAINS—The payment
factor for other feed grains under subpara-
graph (A) shall be established by the Sec-
retary at such level as the Secretary deter-
mines is fair and reasonable in relation to
the payment factor for corn.

(D) ADVANCE PA'?MENT.—The Secretary
shall make available to producers on a farm
50 percent of the projected payment under
this subsection at the time the producers
agree to participate in the program.

(6) ENVIRONMENTAL RESERVE PROGRAM.—
(A) IN GENERAL—The Secretary may

enter into 1 to 5 year contracts with produc-
ers on a farm referred to in paragraph (2) for
the purposes of enrolling flexible acreage
base for conserving use purposes.

(B) LIMITATION.—Flexible acreage base
enrolled in the environmental reserve pro-
gram shall not be eligible for benefits pro-
vided in paragraph (5)(B).

(c) MARKETING LOANS.—
(I) IN GENERAL—The Secretary shall

make available to producers on a farm mar-
keting loans for each of the 1996 through 2002
crops of covered commodities produced on
the farm.

(2) EUGIBILITY.—
(A) IN GENERAL.—To be eligible for a loan

under this subsection, the producers on a
farm may not plant covered commodities on
the farm in excess of the flexible acreage
base of the farm determined under section
502.
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"(B) AMOUNT—The Secretary shall provide

marketing loans for their normal production
of covered commodities produced on a farm.

(3) LOAN RjTE.—Loans made under this
subsection shall be made at the rate of 95
percent of the average price for the commod-
ity for the previous 5 crop years, as deter-
mined by the Secretary.

(4) REPAYMENT.—
(A) CALCULATION—Producers on a farm

may repay loans made under this subsection
for a crop at a level that is the lesser of—

(i) the loan level determined for the crop;
or

(ii) the prevailing domestic market price
for the commodity (adjusted to location and
quality), as determined by the Secretary.

(B) PREVAILING DOMESTIC MARKET PRICE.—
The Secretary shall prescribe by regula-
tion—

(i) a formula to determine the prevailing
domestic market price for each covered com-
modity: and

(ii) a mechanism by which the Secretary
shall announce periodically the prevailing
domestic market prices established under
this subsection.

(d) LOAN DEFICIENCY PAYMENTS.—
'(1) IN GENERAL—The Secretary may. for

each of the 1996 through 2002 crops of covered
commodities, make payments (referred to in
this subsection as loan deficiency pay-
ments) available to producers who, although
eligible to obtain a marketing loan under
subsection (c). agree to forgo obtaining the
loan in return for payments under this sub-
section.

(2) COMPUTATION—A payment under this
subsection shall be computed by multiply-
ing—

(A) the loan payment rate: by
(B) the quantity of a covered commodity

the producer is eligible to place under loan
but for which the producer forgoes obtaining
the loan in return for payments under this
subsection.

(3) LOAN PAYMENT RATE—
(A) IN GENERAL—For the purposes of this

subsection, the loan payment rate shall be
the amount by which—

(i) the marketing loan rate determined
for the crop under subsection (c)(3); exceeds

(ii) the level at which a loan may be re-
paid under subsection (c)(4).

(B) DATE—The date on which the calcula-
tion required under subparagraph (A) for the
producers on a farm shall be determined by
the producers, except that the date may not
be later than the earlier of—

(i) the date the producers lost beneficial
interest in the crop: or

(ii) the end of the marketing year for the
crop.

(4) APPUCATION.—PrOducers on a farm
may apply for a payment for a covered com-
modity under this subsection at any time
prior to the end of the marketing year for
the commodity.

(e) PROGRAM COST LIMITATION.—
(1) IN GENERAL—If the Secretary deter-

mines that the costs of providing marketing
loans and loan deficiency payments for cov-
ered commodities under this section will ex-
ceed an amount of $9,000,000,000 for the 1996
through 2002 fiscal years. the Secretary shall
carry out a program cost limitation program
to ensure that the cost of providing market-
ing loans and loan deficiency payments do
not exceed the amount.

(2) TERMS—If the Secretary determines
that a program cost limitation program is
required for a crop year. the Secretary shall
cirry Out for the crop year—

(A) a proportionate reduction in the num-
br of bushels that a producer may directly
or indirectly place under loan;
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(B) a limitation on the number of bushels

the producers on a farm may directly or indi-
rectly place under loan:

(C) an acreage limitation program: or
(D) any combination of actions described

insubparagraphs (A), (B), and (C).
(3) LIMITATION—The program cost limita-

tion program may only be applied to a crop
of a covered commodity for which the do-
mestic price is projected. by the Secretary.
to be less than the 5-year average price for
the commodity.

'(4) ANNOUNCEMENTS—If the Secretary
elects to implement a program cost limita-
tion program for any crop year. the Sec-
retary shall make an announcement of the
program not later than—

(A) in the case of wheat, June 1 of the cal-
endar year preceding the year in which the
crop is harvested: and

(B) in the case of feed grains and oilseeds.
September 30 of the calendar year preceding
the year in which the crop is harvested, and

(f) EQUITABLE RELIEF—If the failure of a
producer to comply fully with the terms and
conditions of programs conducted under this
section precludes the making of loans and
payments. the Secretary may. nevertheless.
make the loans and payments in such
amounts as the Secretary determines are eq-
uitable in relation to the seriousness of the
failure.

(g) COMMODrr'' CREDIT CORPORATION—The
Secretary shall carry Out the program au-
thorized by this section through the Com-
modity Credit Corporation.

(h) ASSIGNMENT OF PA'ENTS.—The provi-
sions of section 8(g) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(g)) (relating to assignment of payments)
shall apply to payments under this section.

'(i) TENANTS AND SHARECROPPERS—in car-
rying out this section. the Secretary shall
provide adequate safeguards to protect the
interest of tenants and sharecroppers.

'(j) CROPS.—This section shall be effective
only for the 1996 through 2002 crops of a cov-
ered commodity.".

(b) FLE)UBLE ACREAGE BASE.—
(I) DEFINITIONS—Section 502 of the Agri-

cultural Act of 1949 (7 U.S.C. 1462) is amended
by striking paragraphs (2) and (3) and insert-
ing the following:

'(2) FEED GRAINS—The term 'feed grains'
means corn, grain sorghum. barley, oats.
millet, rye. or as designated by the Sec-
retary, other feed grains.

'(3) Go CROPS—The term crops means
wheat, feed grains, and oilseeds.

(4) OILSEEDS.—The term 'oilseed' means a
crop of soybeans, sunflower seed. rapeseed.
canola. safflower, flaxseed. mustard seed, or.
if designated by the Secretary. other oil-
seeds.

(5) PROGRAM CROP—The term 'program
crop' means a CO crop and a crop of upland
cotton or rice.".

(2) CROP ACREAGE BASES—Section 503(a) of
the Act (7 U.S.C. 1463(a)) is amended by
striking paragraph (1) and inserting the fol-
lowing:

(1) IN GENERAL.—
'(A) CO CROPS—The Secretary shall pro-

vide for the establishment and maintenance
of a single crop acreage base for CO crops,
including any CO crops produced under an
established practice of double cropping.

"(B) COTr0N AND RICE—The Secretary
shall provide for the establishment and
maintenance of crop acreage bases for cotton
and rice crops. including any program crop
produced under an established practice of
double cropping.'.
SEC. 1102. UPLAND CorroN PROGRAM.

(a) EXTENSION—Section 103B of the Agri-
cultural Act of 1949 (7 U.S.C. 1444—2) is
amended—
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(1) in the section heading, by striking

1997 and inserting 2002;
(2) in subsections (a)(1), (b)(1), (c)(1), and

(o). by striking 1997' each place it appears
and inserting '2002";

(3) in subsection (a)(5), by striking 1998'
each place it appears and inserting 2002":

(4) in the heading of subsection
(c)(1)(D)(v)(II), by striking 1997" and insert-
ing .2002;

(5) in subsection (e)(1)(D), by striking 'the
1997 crop' and inserting each of the 1997
through 2002 crops': and

(6) in subsections (e)(3)(A) and (fl(1), by
striking •1995" each place it appears and in-
serting 2002'.

(b) INCREASE IN NONPAYMEWr ACRES—Sec-
tion 103B(c)(1)(C) of the Act is amended by
striking 85 percent" and inserting 77.5 per-
cent for each of the 1996 through 2002 crops'•.
SEC. 1103. RICE PROGRAM.

(a) EXTENSION—Section biB of the Agri-
cultural Act of 1949 (7 U.S.C. 1441—2) is
amended—

(I) in the section heading, by striking
1995 and inserting 2002':

(2) in subsections (a)(1), (a)(3), (b)(1).
(c)(1)(A). (c)(1)(B)(iii), (e)(3)(A), (fl(1), and (n),

by striking 1995' each place it appears and
insefting 2002"

(3) in subsection (a)(5)(D)(i), by striking
1996 and inserting 2003": and
(4) in subsection (c)(1)—

(A) in subparagraph (B)(ii)—
(i) by striking AND 1995" and inserting
ThROUCH 2002; and
(ii) by striking and 1995' and inserting
through 2002":and
(B) in subparagraph (D)—
(i) in clauses (i) and (v)(II), by striking
1997' each place it appears and inserting
2002'; and
(ii) in the heading of clause (v)(II), by

striking 1997" and inserting 2002".

(b) INCREASE IN NONPAYMENT ACRES—-Sec-
tion 1O1B(c)(1) (C) (ii) of the Act is amended by
striking 85 percent" and inserting 77.5 per-
cent for each of the 1998 through 2002 crops
SEC. 1104. PEANUT PROGRAM.

(a) EXTENSION.—
(1) ACRICULTURAL ACT OF 1949.—Section 108B

of the Agricultural Act of 1949 (7 U.S.C.
1445c-3) is amended—

(A) in the section heading, by striking
1997' and inserting '2002";
(B) in subsection (a)(l). (b)(l), and (h). by

striking 1997' each place it appears and in-
serting '2002"; and

(C) in subsection (g)—
(i) by striking 1997' in paragraphs (1) and

(2) (A) (ii) (II) and inserting 2002': and
(ii) by striking the 1997 crop' each place

it appears and inserting each of the 1997
through 2002 crops".

(2) ACRICIJLTURAL ADJUSTMENT ACT OF
1938.—Part VI of subtitle B of title III of the
Agricultural Adjustment Act of 1938 is
amended—

(A) in section 358—1 (7 U.S.C. 1358—1)—
(i) in the section heading, by striking
1997" and inserting 2002"; and
(ii) in subsections (a)(l), (b). and (f). by

striking 1997" each place it appears and in-
serting •2O02'

(B) in section 358b (7 U.S.C. 1358b)—
(i) in the section heading, by striking
1995' and inserting 2002': and
(ii) in subsection (c), by striking '1995"

and inserting 2002':
(C) in section 358c(d) (7 U.S.C. 1358c(d)). by

striking 1995' and inserting 2002; and
(D) in section 358e (7 U.S.C. 1359a)—
(i) in the section heading, by striking
1997" and inserting 2002': and
(ii) in subsection (i). by striking 1997 and

inserting 2002'.

(b) SUPPORT RATES FOR PEANUTS—Section
108B(a)(2) of the Agricultural Act of 1949 (7
U.S.C. 1445c-3(a) (2)) is amended—

(1) by striking (2) SUPPORT RATES—The
and inserting the following:

(2) SUPPORT RATES.—
(A) 1991-1995 CROPS—The ; and

(2) by adding at the end the following:
(B) 1996-2002 CROPS—The national aver-

age quota support rate for each of the 1996
through 2002 crops of quota peanuts shall be
$678 per ton..

(c) UNDERMARK€TINCS. —
(1) IN CENERAL.—Section 358—1(b) of the Ag-

ricultural Adjustment Act of 1938 (7 U.S.C.
1358-1(b)) is amended—

(A) in paragraph (7). by adding at the end
the following::

(C) TRANSFER OF ADDITIONAL PEANUTS.—
Additional peanuts on a farm from which the
quota poundage was not harvested or mar-
keted may be transferred to the quota loan
pool for pricing purposes at the quota price
on such basis as the Secretary shall be regu-
lation provide, except that the poundage of
the peanuts so transferred shall not exceed
the difference in the total quantity of pea-
nuts meeting quality requirements for do-
mestic edible use, as determined by the Sec-
retary. marketed from the farm and the
total farm poundage quota.; and

(B) by striking paragraphs (8) and (9).
(2) CONFORrflNC AMENDMENTS—Section

358b(a) of the Act (7 U.S.C. 1358b(a)) is
amended—

(A) in paragraph (l)(A). by striking
undermarketings and"; and
(B) in paragraph (3). by striking (includ-

ing any applicable undermarketings).
SEC. 1105. DAIRY PROGRAM.

(a) PRICE SUPPORT—Section 204 of the Ag-
ricultural Act of 1949 (7 U.S.C. 1446e) is
amended—

(1) in the section heading, by striking
1996 and inserting 2002;
(2) in subsections (a). (b). (f). (g), and (k),

by striking l996" each place it appears and
inserting 2002';

(3) in subsection (h) (2) (C). by striking and
1997" and inserting through 2002'.

(b) SUPPORT PRICE FOR BxrrE AND POW-
DERED MILK—Section 204(c)(3) of the Act is
amended—

(1) in subparagraph (A). by striking Sub-
ject to subparagraph (B). the' and inserting

The';
(2) by striking subparagraph (B); and
(3) by redesignating subparagraph (C) as

subparagraph (B).
(c) SUPPORT RATE—Section 204(d) of the

Act is amended—
(1) by striking paragraphs (1) through (3);

and
(2) by redesignating paragraphs (4) and (5)

as paragraphs (1) and (2) respectively.
SEC. 1106. SUGAR PROGRAM.

(a) IN GENERAL—Section 206 of the Agri-
cultural Act of 1949 (7 U.S.C. 1446g) is amend-
ed to read as follows:
SEC. 206. SUGAR SUPPORT FOR 1996 THROUGH

2002 CROPS.
(a) DEFINITIONS—In this section:
(1) AGREEMENT ON ACRJCIJLTURE.—The

term Agreement on Agriculture' means the
Agreement on Agriculture resulting from the
Uruguay Round of Multilateral Trade Nego-
tiations.

(2) MAOR COUNTRY—The term major
country includes—

(A) a country that is allocated a share of
the tariff rate quota for imported sugars and
syrups by the United States Trade Rep-
resentative pursuant to additional U.S. note
5 to chapter 17 of the Harmonized Tariff
Schedule:

(B) a country of the European Union: and
(C) the People's Republic of China.
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(3) MARKET.—The term market' means to

sell or otherwise dispose of in commerce in
the United States (including, with respect to
any integrated processor and refiner, the
movement of raw cane sugar into the refin-
ing process) and delivery to a buyer.

"(4) ToTAL ESTIMATED DISAPPEARANCE.—
The term 'total estimated disappearance
means the quantity of sugar, as estimated by
the Secretary, that will be consumed in the
United States during a fiscal year (other
than sugar imported for the production of
polyhydric alcohol or to be refined and reex-
ported in refined form or in a sugar-contain-
ing product), plus the quantity of sugar that
would provide for adequate carryover stocks.

(b) PRICE SUPPORT—The price of each of
the 1996 through 2002 crops of sugar beets and
sugarcane shall be supported in accordance
with this section.

(c) SUCARCANE.—Subject to subsection
(e), the Secretary shall support the price of
domestically grown sugarcane through loans
at a support level of 18 cents per pound for
raw cane sugar.

(d) SUcAR BEETS—Subject to subsection
(e), the Secretary shall support the price of
each crop of domestically grown sugar beets
through loans at the level provided for re-
fined beet sugar produced from the 1995 crop
of domestically grown sugar beets.

(e) ADJUSTMENT IN SUPPORT LEVEL.—
(1) DOwNWARD ADJUSTMENT IN SUPPORT

LEVEL.—
(A) IN GENERAL—The Secretary shall de-

crease the support price of domestically
grown sugarcane and sugar beets from the
level determined for the preceding crop. as
determined under this section. if the quan-
tity of negotiated reductions in export and
domestic subsidies of sugar that apply to the
European Union and other major countries
in the aggregate exceed the quantity of the
reductions in the subsidies agreed to under
the Agreement of Agriculture.

(B) EXTENT OF REDUCTION—The Secretary
shall not reduce the level of price support
under subparagraph (A) below a level that
provides an equal measure of support to the
level provided by the European Union or any
other major country through domestic and
export subsidies that are subject to reduc-
tion under the Agreement on Agriculture.

(2) INCREASES IN SUPPORT LEVEL—The
Secretary may increase the support level for
each crop of domestically grown sugarcane
and sugar beets from the level determined
for the preceding crop based on such factors
as the Secretary determines appropriate, in-
cluding changes (during the 2 crop years im-
mediately preceding the crop year for which
the determination is made) in the cost of
sugar products, the cost of domestic sugar
production, the amount of any applicable as-
sessments, and other factors or cir-
cumstances that may adversely affect do-
mestic sugar production.

• (f) LOAN 1YPE: PROCESSOR ASSURANCES.—
(1) IN CENERAL.—Subject to paragraph (2),

the Secretary shall carry Out this section by
making recourse loans to sugar producers.

(2) MODIFICATION—During any fiscal year
in which the tariff rate quota for imports of
sugar into the United States is established
at, or is increased to, a level that exceeds the
minimum level for the imports committed to
by the United States under the Agreement
on Agriculture, the Secretary shall carry out
this section by making nonrecourse loans
available to sugar producers. Any recourse
loan previously made available by the Sec-
retary and not repaid under this section dur-
ing the fiscal year shall be converted into a
nonrecourse loan.

(3) PROCESsOR ASSURANCES—To effec-
tively support the prices of sugar beets and
sugarcane received by a producer, the Sec-
retary shall obtain from each processor that
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receives a loan under this section such asstir-
ances as the Secretary considers adequate
that, if the Secretary is required under pa'a-
graph (2) to make nonrecourse loans avail-
able, or convert recourse loans into
nonrecourse loans, each producer served by
the processor will receive the appropriate
minimum payment for sugar beets and sug-
arcane delivered by the producer, as deter-
mined by the Secretary.

(g) ANNOUNCEMENTS—The Secretary shll
announce the type of loans available and the
loan rates for beet and cane sugar for any
fiscal year under this section as far in ad-
vance as is practicable.

(h) LOAN TERM.—
(I) I GENERAL—Except as provided in

paragraph (2) and subsection (1), a loan un&r
this section during any fiscal year shall b
made available not earlier than the begin-
ning of the fiscal year and shall mature at
the end of 3 months.

(2) EXTENSION—The maturity of a loan
under this section may be extended for up to
2 additional 3-month periods, at the option of
the borrower, except that the maturity of
loan may not be extended under this par
graph beyond the end of the fiscal year.

(i) SUPPLEMENTARY LOr'S.—Subject to
subsection (e), the Secretary shall makc
available to eligible processors price support
loans with respect to sugar processed from
sugar beets and sugarcane harvested in th
last 3 months of a fiscal year. The loans shall
mature at the end of the fiscal year. The
processor may repledge the sugar as collat-
eral for a price support loan in the subse-
quent fiscal year. except that the second
loan shall—

"(1) be made at the loan rate in effect at
the time the second loan is made; and

(2) mature in not more than 9 months,
less the quantity of time that the first loan
was in effect.

(j) USE OF COMMODITY CREDIT CORPORA-
TION—The Secretary shall use the funds, fa-
cilities. and authorities of the Commodity
Credit Corporation to carry Out this section.

(k) MARKETING ASSESSMENTS.—
"(1) IN GENERAL—Assessments shall be col-

lected in accordance with this subsection
with respect to all sugar marketed within
the United States during the 1996 through
2002 fiscal years.

(2) BEET SUGAR—The first seller of beet
sugar produced from domestic sugar beets or
domestic sugar beet molasses shall remit to
the Commodity Credit Corporation a non-
refundable marketing assessment in an
amount equal to 1.1894 percent of the loan
level established under subsection (d) per
pound of sugar marketed.

'(3) CANE SUGAR—The first seller of raw
cane sugar produced from domestic sugar-
cane or domestic sugarcane molasses shall
remit to the Commodity Credit Corporation
a nonrefundable marketing assessment in an
amount equal to 1.11 percent of the loan
level established under subsection (c) per
pound of sugar marketed (including the
transfer or delivery of the sugar to a refinery
for further processing or marketing).

(4) COLLECTiON.—
'(A) TIMING—Marketing assessments re-

quired under this subsection shall be col-
lected and remitted to the Commodity Cred-
it Corporation not later than 30 days after
the date that the sugar is marketed.

(B) MANNER—Subject to subparagraph
(A). marketing assessments shall be col-
lected under this subsection in the manner
prescribed by the Secretary and shall be non-
refundable.

(5) PENALTIES.—If any person fails to
remit an assessment required by this sub-
section or fails to comply with such require-
ments for recordkeeping or otherwise fails to
comply with this subsection, the person shall
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be liable to the Secretary for a civil penalty
of not more than an amount determined by
multiplying—

(A) the quantity of sugar involved in the
violation: by

(B) the loan level for the applicable crop
of sugarcane or sugar beets from which the
sugar is produced.
For the purposes of this paragraph, refined
sugar shall be treated as produced from
sugar beets.

(6) ENFORCEME'rr.—The Secretary may
enforce this subsection in the courts of the
United States.

'(1) INFORMATION REPORTING.—
(1) Dun' OF PROCESSORS AND REFINERS ID

REPORT—A sugarcane processor. cane sugar
refiner, and sugar beet processor shall fur-
nish the Secretary. on a monthly basis. such
information as the Secretary may require to
administer sugar programs. including the
quantity of purchases of sugarcane. sugar
beets. and sugar. and production. importa-
tion, distribution. and stock levels of sugar.

(2) DuTY OF PRODUCERS TO REPORT—To ef-
ficiently and effectively carry out the pro-
gram under this section. the Secretary may
require a producer of sugarcane or sugar
beets to report. in the manner prescribed by
the Secretary. the producer's sugarcane or
sugar beet yields and acres planted to sugar-
cane or sugar beets, respectively.

(3) PENALTY—Any person willfully failing
or refusing to furnish the information. or
furnishing willfully any false information.
required under this subsection shall be sub-
ject to a civil penalty of not more than
$10,000 for each such violation.

(4) MOrm1LY REPORTS—Taking into con-
sideration the information received under
paragraph (1), the Secretary shall publish on
a monthly basis composite data on produc-
tion. imports. distribution. and stock levels
of sugar.

(m) SUGAR EsT1TES.—
'(1) DOMEsTIC REQUIREMET.—Before the

beginning of each fiscal year. the Secretary
shall estimate the domestic sugar require-
ment of the United States in an amount that
is equal to the total estimated disappear-
ance, minus the quantity of sugar that will
be available from carry-in stocks.

"(2) QUARTERLy REESTIMATES,—The Sec-
retary shall make quarterly reestimates of
sugar consumption. stocks. production, and
imports for a fiscal year not later than the
beginning of each of the second through
fourth quarters of the fiscal year.

"(n) CROPS—This section shall be effective
only for the 1996 through 2002 crops of sugar
beets and sugarcane.".

(b) MARKETING QUOTAS—Part VII of sub-
title B of title III of the Agricultural Adjust-
Lrnent Act of 1938 (7 U.S.C. 1359aa et seq.) is
repealed.
SEC. 1107. SHEEP INDUSTRY TRANSITION PRO-

GRAM.

Title II of the Agricultural Act of 1949 (7
U.S.C. 1446 et seq.) is amended by adding at
the end the following:
"SEC. 208. SHEEP INDUSTRY TRANSITION PRO-

GRAM.

(a) Loss.—
'(1) IN GENERAL—The Secretary shall. on

presentation of warehouse receipts or other
acceptable evidence of title as determined by
the Secretary. make available for each of the
1996 through 1999 marketing years recourse
loans for wool at a loan level, per pound.
that is not less than the smaller of—

(A) the average price (weighted by mar-
kt and month) of the base quality of wool at
average location in the United States as
quoted during the 5-marketing year period
peceding the year in which the loan level is
announced, excluding the year in which the
average price was the highest and the year in
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which the average price was the lowest in
the period; or

(B) 90 percent of the average price for
wool projected for the marketing year in
which the loan level is announced, as deter-
mined by the Secretary.

(2) ADJUSTMENTS TO LOAN LEVEL.—
"(A) LIMITATION ON DECREASE IN LOAN

LEVEL—The loan level for any marketing
year determined under paragraph (1) may
not be reduced by more than 5 percent from
the level determined for the preceding mar-
keting year, and may not be reduced below
50 cents per pound.

(B) LIMITATION ON INCREASE IN LOAN
LEVEL—If for any marketing year the aver-
age projected price determined under para-
graph (l)(B) is less than the average United
States market price determined under para-
graph (l)(A). the Secretary may increase the
loan level to such level as the Secretary may
consider appropriate, not in excess of the av-
erage United States market price deter-
mined under paragraph (1)(A).

"(C) ADJUSTMENT FOR QUALITY.—
'(i) IN GENERAL—Notwithstanding sub-

paragraphs (A) and (B), the Secretary may
adjust the loan level of a loan made under
this section with respect to a quantity of
wool to more accurately reflect the quality
of the wool, as determined by the Secretary.

'(ii) ESTABLISHMENT OF GRADING SYSTEM.—
To allow producers to establish the quality
of wool produced on a farm, the Secretary
shall establish a grading system for wool,
based on micron diameter of the fibers in the
wool.

'(iii) FEES—The Secretary may charge
each person that requests a grade for a quan-
tity of wool a fee to offset the costs of test-
ing and establishing a grade for the wool,

'(iv) TESTING FACILITIES—To the extent
practicable, the Secretary may certify State.
local, or private facilities to carry out the
grading of wool for the purpose of carrying
out this subparagraph.

•'(3) ANNOUNCEMENT OF LOAN LEVEL—The
loan level for any marketing year of wool
shall be determined and announced by the
Secretary not later than December 1 of the
calendar year preceding the marketing year
for which the loan is to be effective or, in the
case of the 1996 marketing year. as soon as is
practicable after December 1. 1995.

'(4) TERM OF LOAN.—
'(A) IN GENERAL—Recourse loans provided

for in this section may be made for an initial
term of 9 months from the first day of the
month in which the loan is made.

'(B) EXTENSIONS—Except as provided in
subparagraph (C). recourse loans provided for
in this section shall. on request of the pro-
ducer during the 9th month of the loan pe-
riod for the wool, be made available for an
additional term of 8 months.

"(C) LIMITATION—A request to extend the
loan period shall not be approved in any
month in which the average price of the base
quality of wool, as determined by the Sec-
retary, in the designated markets for the
preceding month exceeded 130 percent of the
average price of the base quality of wool in
the designated United States markets for the
preceding 36-month period

(5) MARKETING LOAN PROVISIONS—If the
Secretary determines that the prevailing
world market price for wool (adjusted to
United States quality and location) is below
the loan level determined under paragraphs
(I) through (4). to make United States wool
competitive, the Secretary shall permit a
producer to repay a loan made for any mar-
keting year at the lesser of'—

'(A) the loan level determined for the mar-
keting year: or

"(B) the higher of—
(i) the loan level determined for the mar-

keting year multiplied by 70 percent: or
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(ii) the prevailing world market price for

wool (adjusted to United States quality and
location), as determined by the Secretary.

(6) PREVAILING WORLD MARKET PRICE.—
(A) IN GENERAL—The Secretary shall pre-

scribe by regulation—
(i) a formula to defIne the prevailing

world market price for wool (adjusted to
United States quality and location): and

(ii) a mechanism by which the Secretary
shall announce periodically the prevailing
world market price for wool (adjusted to
United States quality and location).

(B) USE—The prevailing world market
price for wool (adjusted to United States
quality and location) established under this
paragraph shall be used to carry Out para-
graph (5).

(C) ADJUSTMENT OF PREVAILING WORLD
MARKET PRICE.—

(i) IN GENERAL—The prevailing world
market price for wool (adjusted to United
States quality and location) established
under this paragraph shall be further ad-
justed if the adjusted prevailing world mar-
ket price is less than 115 percent of the cur-
rent marketing year loan level for the base
quality of wool, as determined by the Sec-
retary.

(ii) FURTHER ADJUSTMENT—The adjusted
prevailing world market price shall be fur-
ther adjusted on the basis of some or all of
the following data, as available:

"(I) The United States share of world ex-
ports.

(II) The current level of wool export sales
and wool export shipments.

• (III) Other data determined by the Sec-
retary to be relevant in establishing an accu-
rate prevailing world market price for wool
(adjusted to United States quality and loca-
tion).

• (D) MARKET PRICE QUOTATION—The Sec-
retary may establish a system to monitor
and make available on a weekly basis infor-
mation with respect to the most recent aver-
age domestic and world market prices for
wool.

(7) PARTICIPATION—The Secretary may
make loans available under this subsection
to producers, cooperatives, or marketing
pools.

(b) LOAN DEFICIENCY PAYMENTS.—
(I) IN GENERAL—The Secretary shall, for

each of the 1996 through 1999 marketing
years of wool, make payments available to
producers who, although eligible to obtain a
loan under subsection (a). agree to forgo ob-
taining the loan in return for payments
under this subsection,

(2) COMPUTATION—A payment under this
subsection shall be computed by multiply-
ing—

(A) the loan payment rate: by
(B) the quantity of wool the produc:er is

eligible to place under loan but for which the
producer forgoes obtaining the loan in return
for payments under this subsection,

(3) LOAr' PAYMENT RKrE.—For purposes of
this subsection. the loan payment rate shall
be the amount by which—

(A) the loan level determined for the mar-
keting year under subsection (a); exceeds

'(B) the level at which a loan may be re-
paid under subsection (a).

'(c) DEFICIENCY PAYMENTS.—
(I) IN GENERAL—The Secretary shall

make available to producers deficiency pay-
ments for each of the 1996 through 1999 mar-
keting years of wool in an amount computed
by multiplying—

(A) the payment rate; by
(B) the payment quantity of wool for the

marketing year.
(2) PAYMENT RATE.—

'(A) IN GENERAL—The payment rate for
wool shall be the amount by which the estab-
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lished price for the marketing year of wool
exceeds the higher of—

(i) the national average market price re-
ceived by producers during the marketing
year. as determined by the Secretary: or

(ii) the loan level determined for the mar-
keting year.

(B) MINIMUM ESTABLISHED PRICE—The es-
tablished price for wool shall not be less
than $2.12 per pound on a grease wool basis
for each of the 1996 through 1999 marketing
years.

(3) PAYMENT QUANTITY—Payment quan-
tity of wool for a marketing year shall be
the number of pounds of wool produced dur-
ing the marketing year.

(d) EQUITABLE RELIEF.—
(I) LO5 AND PAYMENTS—If the failure of

a producer to comply fully with the terms
and conditions of the program conducted
under this section precludes the making of
loans and payments. the Secretary may. nev-
ertheless, make the loans and payments in
such amounts as the Secretary determines
are equitable in relation to the seriousness
of the failure, The Secretary may consider
whether the producer made a good faith ef-
fort to comply fully with the terms and con-
ditions of the program in determining
whether equitable relief is warranted under
this paragraph.

(2) DEADLINES AND PROGRAM REQUIRE-
MENTS—The Secretary may authorize the
county and State committees established
under section 8(b) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(b)) to waive or modify deadlines and
other program requirements in cases in
which lateness or failure to meet such other
requirements does not affect adversely the
operation of the program.

(e) REGULATIONS—The Secretary may
issue such regulations as the Secretary de-
termines necessary to carry Out this section.

(f) COMMODrrY CREDIT COJpORKflON,—The
Secretary shall carry Out the program au-
thorized by this section through the Com-
modity Credit Corporation.

(g) ASSIGNMENT OF PAYMENTS—The provi-
sions of section 8(g) of the Soil Conservation
and Domestic Allotment Act (16 U.S.C.
590h(,g)) (relating to assignment of payments)
shall apply to payments under this section.

'(h) SHj'RJNG OF PAYMENTS—The Sec-
retary shall provide for the sharing of pay-
ments made under this section for any farm
among the producers on the farm on a fair
and equitable basis.

(i) TENANTS ANT) SHARCROPPERS.—The
Secretary shall provide adequate safeguards
to protect the interests of tenants and share-
croppers.

(j) CROSS-COMPLIANCE,—
(I) IN GENERAL—Compliance on a farm

with the terms and conditions of any other
commodity program, or compliance with
marketing year acreage base requirements
for any other commodity. may not be re-
quired as a condition of eligibility for loans
or payments under this section.

'(2) CCPLLANCE ON OTHER FARMS—The
Secretary may not require producers on a
farm, as a condition of eligibility for loans or
payments under this section for the farm, to
comply with the terms and conditions of the
wool program with respect to any other farm
operated by the producers.

'(k) LIMITATION ON OUnAYS.—
'(1) IN GENERAL—The total amount of pay-

ments that may be made available to all pro-
ducers under this section may not exceed—

(A) $75,000,000, during any single market-
ing year; or

(B) $200,000,000 in the aggregate for mar-
keting years 1996 through 1999.

'(2) PRORATION OF BENEFITS—To the ex-
tent that the total amount of benefits for
which producers are eligible under this sec-
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tion exceeds the limitations in paragraph (I),
funds made available under this section shall
be prorated among all eligible producers.

(3) PERSON LIMITATION.—
(A) LOANS—No person may realize gains

or receive payments under subsection (a) or
(bY that exceed $75,000 during any marketing
year.

(B) DEFICIENCY PAYMENTS—No person
may receive payments under subsection (c)
that exceed $50,000 during any marketing
year.

'(1) MARKETJNG YEARS—Notwithstanding
any other provision of law. this section shall
be effective only for the 1996 through 1999
marketing years for wool,".
SEC. 1108. SUSPENSION OF PERMANENT PRICE

SUPPORT AUTHORITY.
(a) WHEAT.—
(I) NONAPPUCABILITY OF CERTIFICATE RE-

QUIREMENTS—Sections 379d through 379j of
the Agricultural Adjustment Act of 1938 (7
U.S.C. 1379d—1379j) shall not be applicable to
wheat processors or exporters during the pe-
riod June 1, 1995. through May 31. 2003.

(2) SUSPENSION OF LAND USE, WHEAT MAR-
KETING ALLOCATION, AtD PRODUCER CERTIFI-
CATE PROVISIONS—Sections 331 through 339.
379b. and 379c of the Agricultural Adjust-
ment Act of 1938 (7 U.S.C. 1331 through 1339.
1379b. and 1379c) shall not be applicable to
the 1996 through 2002 crops of wheat.

(3) SUSPENSIoN OF CERTAIN QUOTA PROVI-
SIONS.—The joint resolution entitled "A
joint resolution relating to corn and wheat
marketing quotas under the Agricultural Ad-
justment Act of 1938. as amended", approved
May 26. 1941 (7 U.S.C. 1330 and 1340), shall not
be applicable to the crops of wheat planted
for harvest in the calendar years 1996
through 2002.

(4) NONAPPLICABILITY OF SECTION 107 OF THE
AGRICULTURAL ACT OF 1949.—Section 107 of the
Agricultural Act of 1949 (7 U.S.C. 1445a) shall
not be applicable to the 1996 through 2002
crops of wheat.

(b) FEED GRAiNS.—
(I) NONAPPLICABIUTY OF SECTION 105 OF THE

AGRICULTURAL ACT OF 949.—Sect ion 105 of the
Agricultural Act of 1949 (7 U.S.C. 1444b) shall
not be applicable to the 1996 through 2002
crops of feed grains.

(2) RECOURSE LOAN PROGRAM FOR SILAGE.—
Section 403 of the Food Security Act of 1985
(7 U.S.C. 1444e—l) is amended by striking
1996" and inserting "2002".
(c) OILSEEDS.—Section 201(a) of the Agri-

cultural Act of 1949 (7 U.S.C. 1446(a)) is
amended by striking oilseeds" and all that
follows through "determine),".

(d) UPLAND COTrON.—
(I) SUSPENSION OF BASE ACREAGE ALLOT-

MENTS. MARKETING QUOTAS, AND RELATED PRO-
VISIONS—Sections 342. 343. 344. 345. 346. and
377 of the Agricultural Adjustment Act of
1938 (7 U.S.C. 1342-1346 and 1377) shall not be
applicable to any of the 1996 through 2002
crops of upland cotton.

(2) MISCELL..ANEOUS COTTON PROVISIONS.—
Section 103(a) of the Agricultural Act of 1949
(7 U.S.C. 1444(a)) shall not be applicable to
the 1996 through 2002 crops.

(e) PEANUTS.—
(1) SUSPENSION OF MARKETING QUOTAS AND

ACREAGE ALLOTMENTS—The following provi-
sions of the Agricultural Adjustment Act of
1938 shall not be applicable to the 1996
through 2002 crops of peanuts:

(A) Subsections (a) through (j) of section
358 (7 U.S.C. 1358).

(B) Subsections (a) through (h) of section
358a (7 U.S.C. 1358a),

(C) Subsections (a), (b). (d), and (e) of sec-
tion 358d (7 U.S.C. 1359).

(D) Part I of subtitle C of title III (7 U.S.C.
1361 et seq.).

(E) Section 371 (7 U.S.C. 1371).
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(2) REPORTS AND RECORDS—Effective only

for the 1996 through 2002 crops of peantts.
the first sentence of sect ion 373(a) of the Ag-
ricultural Adjustment Act of 1938 (7 U.S.C.
1373(a)) is amended by inserting before all
brokers and dealers in peanuts the follow-
ing: all producers engaged in the production
of peanuts..

(3) SUSPENSION OF CERTAIN PRICE SUPPORT
PROViSIONS—Section 101 of the Agricultural
Act of 1949 (7 U.S.C. 1441) shall not be appli-
cable to the 1996 through 2002 crops of pea-
nuts.
SEC. 1109. EXTENSION OF RELATED PRICE SUP-

PORT PROVISIONS.
(a) DEFICIENCY AND LAND DIVERSION PAY-

MET'fl'S.—Section 114 of the Agricultural Act
of 1949 (7 U.S.C. 1445j) is amended—

(1) in subsections (a)(1) and (c). by strikirg
• 1997 each place it appears and insertirg
2002 ':and
(2) in subsection (b), by striking '1995' artd

inserting 2002;
(b) ADJUSTMENT OF ESTABLISHED PRICES.- -

Section 402(b) of the Agricultural Act of 1949
(7 U.S.C. 1422(b)) is amended by striking

1995' and inserting "2002.
(c) ADJUSTMENT OF SUPPORT PRICES—Sec-

tion 403(c) of the Agricultural Act of 1949 (7
U.S.C. 1423(c)) is amended by striking '1995
and inserting• 2002.

(d) APPLICATION OF TERMS IN ThE AGRICUL
TURAL ACT OF 1949.—Section 408(k)(3) of thu
Agricultural Act of 1949 (7 U.S.C. 1428(k)(3))
is amended by striking 1995 and inserting

2002.
(e) ACREAGE BASE AND YIELD SYSitM.--

Title V of the Agricultural Act of 1949 (7

U.S.C. 1461 et seq.) is amended—
(1) in subsections (c)(3) and (h)(2)(A) of sec-

tion 503 (7 U.S.C. 1463). by striking '1997"
each place it appears and inserting 2002':

(2) in paragraphs (1) and (2) of section
505(b) (7 U.S.C. 1465(b)). by striking '1997''
each place it appears and inserting •'2002"
and

(3) in section 509 (7 U.S.C. 1469). by striking
1997" and inserting 2002'.
(f) PAYMENT LIMiTATIONS—Section 1001 of

the Food Security Act of 1985 (7 U.S.C. 1308)
is amended by striking '1997' each place it
appears and inserting 2002'.

(g) NORMLY PLANTED ACREAGE—Section
1001 of the Food and Agriculture Act of 1977
(7 U.S.C. 1309) is amended by striking 1995'
each place it appears in subsections (a).
(b)(1), and (c) and inserting 2002.

(h) OPTIONS PILOT PROCRAM.—The Options
Pilot Program Act of 1990 (subtitle E of title
XI of Public Law 101—624: 104 Stat. 3518: 7

U.S.C. 1421 note) is amended—
(1) in subsections (a) and (b) of section 1153,

by striking "1995" each place it appears and
inserting 2002 ': and

(2) in section 1154(b)(1)(A). by striking
1995 each place it appears and inserting
2002.
(i) FOOD SECURITY WHEAT RESERVE—Sec-

tion 302(i) of the Food Security Wheat Re-
serve Act of 1980 (7 U.S.C. 1736f—1(i)) is
amended by striking 1995 each place it ap-
pears and inserting 2002.
SEC. 1110. EFFECTIVE DATE.

(a) IN GENERAL—Except as otherwise spe-
cifically provided in this subtitle, this sub-
title and the amendments made by this sub-
title shall apply beginning with the 1996 crop
of an agricultural commodity.

(b) PRIOR CROPS.—Except as otherwise spe-
cifically provided and notwithstanding any
other provision of law, this subtitle and the
amendments made by this subtitle shall not
affect the authority of the Secretary of Agri-
culture to carry out a price support, produc-
tion adjustment, or payment program for—

(1) any of the 1991 through 1995 crops of an
agricultural commodity established under a
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provision of law as in effect immediately be-
fore the enactment of this Act: or

(2) the 1996 crop of an agricultural com-
modity established under section 406(b) of
the Agricultural Act of 1949 (7 U.S.C. 1426(b)).

Subtitle B—Conservation
SEC. 1201. ENVIRONMENTAL QUALITY INCEN-

TIVES PROGRAM.
Chapter 2 of subtitle D of title XII of the

Food Security Act of 1985 (16 U.S.C. 3838 et
seq.) is amended to read as follows:
"CHAPTER 2—ENVIRONMENTAL QUALITY

INCENTIVES PROGRAM
'SEC. 1238. DEFINITIONS.

In this chapter:
(1) LAND MANAGEMENT PRACTICE—The

term 'land management practice means nu-
trient or manure management. integrated
pest management, irrigation management.
tillage or residue management, grazing man-
agement. or another land management prac-
tice the Secretary determines is needed to
protect soil, water, or related resources in
the most cost efficient manner.

(2) LARGE CONFINED LIVESTOCK OPER-
ATION—The term 'large confined livestock
operation' means a farm or ranch that—

(A) is a confined animal feeding oper.
ation; and

(B) has more than—
(i) 700 mature dairy cattle:

'(ii) 1,000 beef cattle;
(iii) 100,000 laying hens or broilers:

'(iv) 55.000 turkeys;
(v) 2.500 swine or

'(vi) 10,000 sheep or lambs.
(3) LIVESTOCK—The term livestock'

means mature dairy cows, beef cattle, laying
hens, broilers, turkeys, swine, sheep. or
lambs.

(4) OPERATOR—The term 'operator'
means a person who is engaged in crop or
livestock production (as defined by the Sec-
retary).

"(5) STRUCTURAL PRACTICE—The term
structural practice' means the establish-
ment of an animal waste management facil'
ity. terrace, grassed waterway. contour grass
strip. filterstrip, permanent wildlife habitat.
or another structural practice that the Sec-
retary determines is needed to protect soil.
water, or related resources in the most cost
effective manner.
"SEC. 1238A ESTABLISHMENT AND ADMINISTRA-

TION OF ENWRONMENTAL QUALITY
INCENTIVES PROGRAM.

(a) ESTABLISHMENT.—
'(1) IN GENERAL—During the 1996 through

2006 fiscal years, the Secretary shall enter
into contracts with operators to provide
technical assistance, cost-sharing payments,
and incentive payments to operators. who
enter into contracts with the Secretary.
through an environmental quality incentives
program in accordance with this chapter.

'(2) CONSOLIDATION OF EXISTING PRO-
GRAMS—In establishing the environmental
quality incentives program authorized under
this chapter. the Secretary shall combine
into a single program the functions of—

"(A) the agricultural conservation pro-
gram authorized by sections 7 and 8 of the
Soil Conservation and Domestic Allotment
Act (16 U.S.C. 590g and 590h) (as in effect be-
fore the amendments made by section
201(b)(1) of the Agricultural Reconciliation
Act of 1995);

(B) the Great Plains conservation pro-
cram established under section 16(b) of the
Soil Conservation and Domestic Allotment
Act (16 U.S.C. 590p(b)) (as in effect before the
amendment made by section 201(b)(2) of the
Agricultural Reconciliation Act of 1995);

"(C) the water quality incentives program
established under this chapter (as in effect
before amendment made by section 201(a) of
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the Agricultural Reconciliation Act of 1995);
and

"(D) the Colorado River Basin salinity con-
trol program established under section 202(c)
of the Colorado River Basin Salinity Control
Act (43 U.S.C. 1592(c)) (as in effect before the
amendment made by section 201(b)(3) of the
Agricultural Reconciliation Act of 1995).

(b) APPLICATION Ar\D TERM.—
"(1) IN GENERAL—A contract between an

operator and the Secretary under this chap-
ter may—

"(A) apply to 1 or more structural prac-
tices or 1 or more land management prac.
tices, or both: and

(B) have a term of not less than 5, nor
more than 10. years. as determined appro-
priate by the Secretary. depending on the
practice or practices that are the basis of the
contract.

"(2) CONTRACT EFFECTIVE DATL—A con-
tract between an operator and the Secretary
under this chapter shall become effective on
October 1st following the date the contract
is fully entered into.

'(c) COST-SHARING ANt) INCENTIVE PAY-

"(1) COST-SHARING PAYMENTS.—
(A) IN GENERAL—The Federal share of

cost-sharing payments to an operator pro-
posing to implement I or more structural
practices shall not be more than 75 percent
of the projected cost of the practice. as de'
termined by the Secretary. taking into con-
sideration any payment received by the oper-
ator from a State or local government.

(B) LIMITATION—An operator of a large
confined livestock operation shall not be eli-
gible for cost'sharing payments to construct
an animal waste management facility.

(C) OTHER PAYMENTS—An operator shall
not be eligible for cost'sharing payments for
structural practices on eligible land under
this chapter if the operator receives cost-
sharing payments or other benefits for the
same land under chapter 1 or 3.

'(2) INCENTIVE PAYMENTS—The Secretary
shall make incentive payments in an amount
and at a rate determined by the Secretary to
be necessary to encourage an operator to
perform I or more land management prac-
tices.

"(d) TECHNICAL ASSISTANCE.—
(1) FUNDING—The Secretary shall allo'

cate funding under this chapter for the pro.
vision of technical assistance according to
the purpose and projected cost for which the
technical assistance is provided in a fiscal
year. The allocated amount may vary ac-
cording to the type of expertise required
quantity of time involved, and other factors
as determined appropriate by the Secretary.
Funding shall not exceed the projected cost
to the Secretary of the technical assistance
provided in a fiscal year.

"(2) OThER AUrHORrI-IES.—The receipt of
technical assistance under this chapter shall
not affect the eligibility of the operator to
receive technical assistance under other au-
thorities of law available to the Secretary.

(e) FUNDING—The Secretary shall use to
carry out this chapter not less than—

'(1) $200,000,000 for fiscal year 1997: and
(2) $250,000,000 for each of fiscal years 1998

through 2002.
(f) COMMODrrY CREDIT CORPORATION—The

Secretary may use the funds, facilities, and
authorities of the Commodity Credit Cor-
poration to carry Out this subchapter.
'SEC. 1238B. CONSERVATION PmORITY AREAS.

(a) IN GENERAI.—The Secretary shail des-
ignate watersheds or regions of special envi-
ronmental sensitivity, including the Chesa'
peake Bay region (located in Pennsylvania.
Maryland. and Virginia), the Great Lakes re-
gion. the Long Island Sound region. prairie
pothole region (located in North Dakota,
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South Dakota. and Minnesota), Rainwater
Basin (located in Nebraska). and other areas
the Secretary considers appropriate, as con-
servation priority areas that are eligible for
enhanced assistance through the programs
established under this chapter and chapter 1.

(b) APPLIcABIuTY.—A designation shall
be made under this section if an application
is made by a State agency and agricultural
practices within the watershed or region
pose a signiflcant threat to soil, water, and
related natural resources, as determined by
the Secretary.
"SEC. 1232C. EVALUATION OF OFFERS AND PAY.

MENTS.
(a) REGIONAL PRiOIrnEs.—The Secretary

shall provide technical assistance. cost-shr-
ing payments, and incentive payments to op.
erators in a region. watershed, or conserva-
tion priority area under this chapter based
on the significance of soil, water, and related
natural resources problems in the region.
watershed, or area, and the structural prac-
tices or land management practices that best
address the problems. as determined by the
Secretary.

(b) MA)QMZATION OF ENVIRONMENTAL BEN-
FITS.—

(1) IN GENER&L.—In providing technical
assistance, cost-sharing payments, and in-
centive payments to operators in regions.
watersheds, or conservation priority areas
under this chapter. the Secretary shall ac-
cord a higher priority to assistance and pay-
ments that maximize environmental benefits
per dollar expended.

(2) STATE OR LOCAL CONTRIBUTIONS—The
Secretary shall accord a higher priority to
operators whose agricultural operations are
located within watersheds, regions. or con-
servation priority areas in which State or
local governments have provided, or will pro-
vide, financial or technical assistance to the
operators for the same conservation or envi-
ronmental purposes.
"SEc. 1238D. ENVIRONMENTAL QUALITY INCEN-

TIVES PROGRAM PLAN.
"(a) IN GENERAL.—Prior to approving cost-

share or incentive payments authorized
under this chapter. the Secretary shall re-
quire the preparation and evaluation of an
environmental quality incentives program
plan described in subsection (b). unless the
Secretary determines that such a plan is not
necessary to evaluate the application foi' the
payments.

(b) TERMS—An environmental quality in-
centives program plan shall include (as de-
termined by the Secretary) a description of
relevant.—.

(1) farming or ranching practices on the
farm;

'(2) characteristics of natural resources on
the farm:

(3) specific conservation and environ-
mental objectives to be achieved including
those that will assist the operator in com-
plying with Federal and State environmental
laws:

• (4) dates for, and sequences of. events for
implementing the practices for which pay-
ments will be received under this chapter;
and

(5) information that will enable evalua-
tion of the effectiveness of the plan in
achieving the conservation and environ-
mental objectives, and that will enable eval-
uation of the degree to which the plan has
been implemented.
"SEC. 1238E. LIMITATION ON PAYMENTS.

(a) PAYMENTS—The total amount of cost-
share and incentive payments paid to a per-
son under this chapter may not exceed-—

'(I) $10,000 for any fiscal year; or
(2) $50,000 for any multiyear contract.
(b) REGULATIONS—The Secretary shall

issue regulations that are consistent with
section 1001 for the purpose of—

CONGRESSIONAL RECORD — SENATE
'(1) defining the term person as used in

subsection (a): and
(2) prescribing such rules as the Secretary

determines necessary to ensure a fair and
reasonable application of the limitations
contained in subsection (a).".

(b) Strike sections 12161 and 12162.

WELLSTONE (AND LIEBERMAN)
AMENDMENT NO. 3021

Mr. WELLSTONE (for himself and
Mr. LIEBERMA.N) proposed an amend-
ment to the bill S. 1357, supra as fol-
lows:
SEC. 1. PAYMENT LIMITAflON.

Strike section 1110 and insert the follow-
ing:
"SEC. 1110. EXTENSION OF RELATED PRICE SUP-

PORT PROVISIONS.
(a) IN GENERAL—Section 1001 of the Food

Security Act of 1985 (7 U.S.C. 1308) is amend-
ed by striking paragraph (1) and inserting
the following:

(1) LIMITATION.—
(A) PAYMENTS—Subject to sections IOOIA

through IOOIC. for each of the 1996 and subse-
quent crops. the total amount of deficiency
payments and land diversion payments and
payments specified in clauses (iii). (iv), and
(v) of paragraph (2)(B) that a person shall be
entitled to receive under 1 or more of the an-
nual programs established under the Agricul-
tural Act of 1949 (7 U.S.C. 1421 et seq.) for
wheat, feed grains, upland cotton, extra long
staple cotton, rice and oilseeds (as defined in
section 205(a) of the Act (7 U.S.C. 1446f) may
not exceed $40,000.

(5) DIREcT A1TR1BUTJON.—The Secretary
shall attribute payments specified in sub-
paragraphs (A) and (B) and paragraph (2) to
persons who receive the payments directly
and attribute the payments received by enti-
ties to individuals who own the entities in
proportion to their ownership interest in the
entity.

'(b) CONFORMING AMENDMENrS..—
'(1) Section 1001(2)(A) of the Act (7 U.S.C.

1308(2)(a)) is amended by striking '1991
through 1997' and inserting '1996 and subse-
quent'

•'(2) Section 1001(2)(B)(iv) of the Act (7
U.S.C. 1308(2)(B)(iv) is amended by striking
107B(a)(3) or 1055(a)(3)' and insert 304(a)(3)

or 305(a) (3)'.
'(3) Section 100I(2)(B)(v) of the Act (7

U.S.C. 1308(2)(B)(v)) is amended by striking
'107B(b). 1055(b), 103(B)(b), IOIB(b), IOIB(b),'
and insert '302. 303. 304. 305.'

'(4) Section 100IC(a) of the Act (7 U.S.C.
1308—3(a)) is amended by striking 1991
through 1997' each place it appears and in-
serting 1996 and subsequent'.'
SEC. 2. COMMODITY PROGRAMS.

(a) Strike section 1103(4) (C) (ii) (I) and insert
the following:

(I) by striking '85 percent' and inserting
72.5 percent':'.

(b) Strike section 1104(4)(C)(ii)(I) and in-
serting the following:

(I) by striking •85 percent and inserting
72.5 percent':".

(c) Strike section 1105(4)(C)(ii)(I) and in-
serting the following:

(I) by striking '85 percent' and inserting
'72.5 percent':" and

(d) Strike section 1106(4)(C)(ii)(I) and in-
serting the following:

"(I) by striking '85 percent' and inserting
72.5 percent'.'.

SEC. 3. CONSERVATION RESERVE PROGRAM.
Amend section 1201(a) by striking "(1)

$1,787,000,000 for fiscal year 1996" and all that
follows through '$974,000,000 for fiscal year
2002" and insert the following—

''(1) I 802.000.000 for the fiscal year 1996:
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''(2) SI.811,000,000 for the fiscal year 1997;
(3) "SI 476.000.000 for the fiscal year 1998:
(4) '$1,277,000,000 for the fiscal year 1999:
(5) SI.131,000.000 for the fiscal year 2000:
(6) ''$I029.000.000 for the fiscal year 2001:

and
(7) $I.004.000.000 for the fiscal year 2002.'

BROWN AMENDMENT NO. 3022
Mr. DOMENICI (for Mr. BROWN) pro-

posed an amendment to the bill 5. 1357,
supra: as follows:

On page 13. strike line 6 through 12 and in-
sert the following:
SEC. 121. LEASE-PURCHASE OF OVERSEAS PROP-

ERTY.
(a) AUTHORITY FOR LEASE-PURCHASE--Sub-

ject to subsections (b) and (c). the Secretary
is authorized to acquire by lease-purchase
such properties as are described in sub-
section (b). if—

(I) the Secretary of State, and
(2) the Director of the Office of Manage-

ment and Budget.
certify and notify the appropriate commit-
tees of Congress that the lease-purchase ar-
rangement will result in a net cost savings
to the Federal government when compared
to a lease, a direct purchase, or direct con-
struction of comparable property.

(b) LOCATIONS AND LIMITATIONS—The au-
thority granted in subsection (a) may be ex-
ercised only—

(I) to acquire appropriate housing for De-
partment of State personnel stationed
abroad and for the acquisition of other facili-
ties, in locations in which the United States
has a diplomatic mission; and

(2) during fiscal years 1996 through 1999.
(c) AUrHORJZATION OE FUNDING—Funds for

lease-purchase arrangements made pursuant
to subsection (a) shall be available from
amounts appropriated under the authority of
section lIl(a)(3) (related to the Acquisition
and Maintenance of Buildings Abroad" ac-
count),

BRADLEY AMENDMENT NO. 3023
Mr. BRADLEY proposed an amend-

ment to the bill 5. 1357. supra: as fol-
lows:

Strike sections 5400 and 5401.

LEAHY AMENDMENT NO 3024
Mr. EXON (for Mr. LEAHY) proposed

an amendment to the bill S. 1357,
supra: as follows:

On page 103, on line 6. strike "(D)" and in-
sert (E)".

On page 103. strike line 5 and insert the fol-
lowing:

CD) until October 1. 1998, a pregnant
woman not otherwise exempt under this
paragraph: or"

On page 130. strike line 14 and insert the
following:
"SEC. 1430. PROVIDING FUNDING FOR AMERICA

SAMOA.
Section 19 of the Food Stamp Act of 1977

(7 U.S.C. 2028) is amended by adding the fol-
lowing new subsection.—.

(e) From the sums appropriated under this
Act, the Secretary shall pay to the Territory
of American Samoa up to $5,300,000 for each
of the 1996 and 1997 fiscal years to finance 100
percent of the expenditures of a nutrition as-
sistance program extended under P.L. 96-597
during that fiscal year..'.
SEC. 1431. EFFECTIVE DATE.'

On page 152, line 7. strike 'December 31,
1995" and insert ' November 30. 1995"

On page 152, line 8. strike January 1. 1996"
and insert 'December 1. 1995'.
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BUMPERS (AND OTHERS)
AMENDMENT NO. 3025

Mr. BUMPERS (for himself, Mr.
BRADLEY, and Mr. LEAHY) proposed in
amendment to the bill 5. 1357. supra; as
follows:

Strike pages 360-382 and insert the follow-
ing in lieu thereof: Property Act of 1944 (50
U.S.C. App. sec. 1622). In order to avoid mar-
ket disruptions, the Secretary shall constlt
with appropriate executive agencies with re-
spect to dispositions under this section.

(c) DISPOSITION OF PROCEEDS—After deduc-
tion of administrative costs of disposition
under this section not to exceed $7 million
per year. the remainder of the proceeds from
dispositions under this section shall be re-
turned to the Treasury as miscellaneous re-
ceipts. There shall be established a new re-
ceipt account in the Treasury for proceeds ©f
asset sales under this section.
SEC. 5651. WEEKS ISLAND.

Notwithstanding section 161 of the Energy
Policy and Conservation Act, the Secretary
of Energy shall draw down and sell 7 million
barrels of oil contained in the Weeks Island
Strategic Petroleum Reserve Facility.
SEC. 5652. LEASE OF EXCESS SPRO CAPACITY.

The Energy Policy and Conservation Act
(42 U.S.C. 6201 to 6422) is amended by adding
the following new section after section 167:
"SEC. 168. USE OF UNDERUTILIZED FACILITIES.

(a) Notwithstanding any other provision
of this title, the Secretary. by lease or other-
wise. for any term and under such other con-
ditions as the Secretary considers necessary
or appropriate. may store in underutilized
Strategic Petroleum Reserve facilities petro
leum product owned by a foreign government
or its representative.

(b) Petroleum product stored under this
section is not part of the Reserve and may be
exported from the United States.".

'(c) Beginning in fiscal year 2001 and in
each fiscal year thereafter, 50 percent of the
funds resulting from the leasing of Strategic
Petroleum Reserve facilities authorized by
subsection (a) shall be available to the Sec-
retal-y of Energy without further appropria-
tion for the purchase of oil for the Strategic
Petroleum Reserve.'.

Subtitle H—Mining
SEC. 5700. SHORT TITLE.

This subtitle may be cited as "The Mining
Law Revenue Act of 1995".
SEC. 5701. DEFINmONS.

When used in this subtitle:
(1) Assessment year' means the annual

period commencing at 12 o'clock noon on the
1st day of September and ending at 12

o'clock noon on the 1st day of September of
the following year.

(2) 'Federal lands' means lands and inter-
ests in lands owned by the United States
that are open to mineral location, or that
were open to mineral location when a mining
claim or site was located and which have not
been patented under the general mining
laws.

(3) "General mining laws" means those
Acts which generally comprise chapters 2. 11.
12, 12A. 15. and 16. and sections 161 and 162. of
Title 30 of the United States Code, all Acts
heretofore enacted which are amendatol-y of
or supplementary to any of the foregoing
Acts, and the judicial and administrative de-
cisions interpreting such Acts.

(4) 'Locatable minerals" means those min-
erals owned by the United States and subject
to location and disposition under the general
mining laws on or after the effective date of
this Subtitle, but not including any mineral
held in trust by the United States for any In.
dian or Indian tribe, as defined in section 2 of
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the Indian Mineral Development Act of 1982
(25 U.S.C. 2101). or any mineral owned by any
Indian or Indian tribe, as defined in that sec-
tion, that is subject to a restriction against
alienation imposed by the United States, or
any mineral owned by any incorporated Na-
tive group, village corporation. or regional
corporation and acquired by the group or
corporation under the provisions of the Alas-
ka Native Claims Settlement Act (43 U.S.C.
1601 etseq.).

(5) "Mineral activities" means any activ-
ity on Federal lands related to. or incidental
to, exploration for or development, mining.
production. beneficiation. or processing of
any locatable mineral, or reclamation of the
impacts of such activities.

(6) "Mining claim or site, except where
provided otherwise, means a lode mining
claim, placer mining claim, mill site or tun-
nel site.

(7) "Operator" means any person conduct-
ing mineral activities subject to this Sub-
title.

(8) "Person' means an individual. Indian
tribe, partnership. association, society, joint
venture, joint stock company, firm, com-
pany. limited liability company, corpora-
tion, cooperative or other organization. and
any instrumentality of State or local gov-
ernment, including any.publicly owned util-
ity or publicly owned corporation of State or
local government.

(10) "Secretary" means the Secretary of
the Interior.
SEC. 5702. CLAIM MAINTENANCE REQUIRE-

MENTS.
(a) MAINTENANCE FEE—After the date of

enactment of this Subtitle, the owner of
each unpatented mining claim or site lo-
cated pursuant to the general mining laws.
whether located before or after the enact-
ment of this Subtitle, shall pay in advance
to the Secretary annually on or before Sep-
tember 1, and until a patent has been issued
therefor. a maintenance fee of $100 per min-
ing claim or site. The owner of each
unpatented mining claim or site located
after the date of enactment of this Subtitle
pursuant to the general mining laws shall
pay to the Secretary. at the time the copy of
the notice or certificate of location is filed
with the Bureau of Land Management pursu-
ant to section 314(b) of the Federal Land Pol-
icy and Management Act of 1976 (43 U.S.C.
1744(b)). in addition to the location fee re-
quired under subsection (c) of this section.
an initial maintenance fee of $100 per mining
claim or site for the assessment year which
includes the date of location of such mining
claim or site. If a mining claim or site is lo-
cated within 90 days before September 1 and
the copy of the notice or certificate of loca-
tion is timely filed with the Bureau of Land
Management under subsection 314(b) of the
Federal Land Policy and Management Act of
1976 after September I. the annual mainte-
nance fee payable under the first sentence of
this subsection shall be paid at the time such
notice or certificate of location is filed, in
addition to the location fee and the initial
S100 maintenance fee. No maintenance fee
;hall be required if the fee is waived or the
owner of the mining claim or site is exempt
us provided in section 5703 of this Subtitle.

(b) MAINTENANCE FEE STATEMENT—Each
payment under subsection (a) of this section
shall be accompanied by a statement which
reasonably identifies the mining claim or
site for which the maintenance fee is being
paid. Such statement may include the name
of the mining claim or site, the serial num-
ber assigned by the Secretary to such mining
claim or site, the description of the book and
page in which the notice or certificate of 10-
cation for such mining claim or site is re-
corded under State law, any combination of
the foregoing. or any other information that
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reasonably identifies the mining claim or
site for which the maintenance fee is being
paid. The statement required under this sub-
section shall be in lieu of any annual filing
requirements for mining claims or sites.
under any other Federal law, but shall not
supersede any such filing requirement under
applicable State law.

(c) LOCATION FEE—The owner of each
unpatented mining claim or site located on
or after the date of enactment of this Sub-
title pursuant to the general mining laws
shall pay to the Secretary. at the time the
notice or certificate of location is filed with
the Bureau of Land Management pursuant to
subsection 314(b) of the Federal Land Policy
and Management Act of 1976 (43 U.S.C.
1744(b)), a location fee of 25.00 per claim.

(d) CREDIT AGAINST ROYALTY—The annual
claim maintenance fee paid for any
unpatented mining claim or site on or before
September 1 of any year shall be credited
against the amount of royalty required to be
paid under Section 5705 for such mining
claim or site during the following assess-
ment year.

(e) FAILURE TO COMPLY—The failure of the
owner of the mining claim or site to pay the
claim maintenance fee or location fee for a
mining claim or site on or before the date
such payment is due under subsection (a) or
subsection (c) of this section shall constitute
forfeiture of the mining claim or site and
such mining claim or site shall be null and
void, effective as of the day after the date
such payment is due: Provided, however.
That, if such maintenance fee or location fee
is paid or tendered on or before the 30th day
after such payment was due under subsection
(a) or subsection (c) of this section, such
mining claim or site shall not be forfeited or
null or void. and such maintenance fee or lo-
cation fee shall be deemed timely paid.

(f) REPEAL OF OMNIBUS BUDGET RECONCILI-
ATION ACT FEE REQUIREMENTS—Sections
10101 through 10106 of the Omnibus Budget
Reconciliation Act of 1993 (30 U.S.C. 28f
through 28k) are hereby repealed.

(g) ANNDMENT OF FLPMA FILING RE-
QUIREMENTS—Section 314 (a) of the Federal
Land Policy and Management Act of 1976 (43
U.S.C. 1744 (a)) is hereby repealed.
SEC. 5703. WAIVER AND EXEMPTION.

(a) WAIVER OF FEE—The maintenance fee
provided for in subsection 5702(a) shall be
waived for the owner of a mining claim or
site who certifies in writing to the Sec-
retary. on or before the date the payment is
due. that. as of the date such payment is due,
such owner and all related persons own not
more than twenty-five unpatented mining
claims or sites. Any owner of a mining claim
or site that is not required to pay a mainte-
nance fee under this subsection shall con-
tinue to be subject to the assessment work
requirements of the general mining laws or
of any other State or Federal law, subject to
any suspension or deferment of annual as-
sessment work provided by law, for the as-
sessment year following the filing of the cer-
tification required by this subsection.

(b) RELATED PERSONS—As used in sub-
section (a), the term "related persons" in-
cludes—

(I) the spouse and dependent children (as
defined in section 152 of the Internal Reve-
nue Code of 1986), of the owner of the mining
claim or site: and

(2) a person controlled by. controlling, or
under common control with the owner of the
mining claim or site.

(c) EXEMPTION—The owner of any mining
claim or site who certifies in writing to the
Secretary on or before the first day of any
assessment year that access to such mining
claim or site was denied or impeded during
the prior assessment year by the action or
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inaction of any local, State. or Federal Coy'
ei-nmental officer, agency. or court, or by
any Indian tribal authority, shall be exempt
from the maintenance fee requirement of
subsection (a) of Section 5702 for the assess-
ment year following the filing of the certifi-
cation.
SEC. 5704. PATENTS.

(a) IN GENERAL—Except as provided in
subsection (c). any patent issued by the
United States under the general mining laws
after the date of enactment of this Subtitle
shall be issued only—

(I) upon payment by the owner of the
claim of the fair market value for the inter-
est in the land owned by the United States
exclusive of and without regard to the min-
eral deposits in the land or the use of the
land for mineral activities; and

(2) subject to reservation by the United
States of the royalty provided in section
5705.

(b) RICFIT OF REENTRY.—
(1) Except as provided in subsection 5704(c).

and notwithstanding any other provision of
law, a patent issued pursuant to this section
shall be subject to a right of reentry by the
United States if the patented estate is used
by the patentee for any purpose other than
for conducting mineral activities in good
faith and such unauthorized use is not dis-
continued as provided in this subsection.

(2) If the surface of the patented estate is
used by the patentee, or any subsequent own-
ers, for any purpose other than for conduct-
ing mineral activities in good faith, the Sec-
retary shall serve on all owners of interests
in such patented estate, in the manner pre-
scribed for service of a summons and com-
plaint under the Federal Rules of Civil Pro-
cedure. notice specifying such unauthorized
use and providing not more than 90 days in
which such unauthorized use must be temli-
nated. The giving of such notice shall con-
stitute final agency action appealable by any
owner of an interest in such patented estate.
The Secretary may exercise the right of re-
entry as provided in paragraph (3) of this
subsection if such unauthorized use has not
been terminated in the time provided in this
paragraph, and only after all appeal rights
have expired and any appeals of such notice
have been finally determined.

(3) The Secretary may exercise the right of
the United States to reenter such patented
estate by filing a declaration of reentry in
the office of the Bureau of Land Management
designated by the Secretary and recording
such declaration where the notice or certifi-
cate of location for the patented claim or
site is recorded under State law. Upon the
filing and recording of such declaration, all
right, title and interest in such patented es-
tate shall revert to the United States. Lands
and interests in lands for which the United
States exercises its right of reentry under
this section shall remain open to the loca-
tion of mining claims and mill sites, unless
withdrawn under other applicable law.

(c) PATENT TRANSITION—Notwithstanding
any other provision of law, the requirements
of this subtitle (except the payment of main-
tenance and location fees in accordance with
sections 5702 and 5703) shall not apply to
those patent applications pending at the De-
partment of the Interior as of September 30.
1995. Such patents shall be issued under or
subject to the general mining laws in effect
prior to the date of enactment of this sub-
title.
SEC. 5705. ROYALTY.

(a) RESERVATION OF ROYALTY.—
(1) IN CENERAL.—Production of locatable

minerals (including associated minerals)
from any unpatented mining claim (other
than those from Federal lands to which sub-
section 5704(c) applies) or any mining claim
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patented under subsection 5704(a). including
mineral concentrates and products derived
from locatable minerals, shall be subject to
the payment of a royalty of 2.5 percent on
the Net Smelter Return of all ores, minerals,
metals. and materials mined and removed
and sold.

(2) WAIvER—If the Secretary determines
that the Secretary's cost of accounting for
and collecting a royalty for any mineral ex-
ceeds or is likely to exceed the amount of
royalty to be collected. the Secretary shall
waive such royalty. The obligation to pay
royalties hereunder shall accrue only upon
the sale of locatable minerals or mineral
products produced from a mining claim sub-
ject to such royalty, and not upon the stock-
piling of the same for future processing.

(3) EXEMI'TION.—Any mine with an annual
Revenues Received of less than $500,000 shall
be exempt from the requirement to pay a
royalty under this section.

(5)REVENUES RECEIVED—All Revenues Re-
ceived shall be determined in accordance
with generally accepted accounting prin-
ciples and practices consistently applied.
Revenues Received shall be determined by
the accrual method.

(7) COMMINCLINC.—The payor shall have
the right to commingle ore and minerals
from the claim, group of claims, or patent
comprising an operation, with ore from other
lands and properties: Provided, however, That
the payor shall calculate from representa-
tive samples the average grade of the ore be-
fore commingling. If concentrates are pro-
duced from the commingled ores, the payor
shall calculate from representative samples
calculating the average grade of the ore, and
calculating average recovery percentages the
payor shall use procedures accepted in the
mining and metallurgical industry suitable
for the type of mining and processing activ-
ity being conducted.

(8) EFFECTIVE DATE.—
(A) IN CENERAL.—The royalty required

under this section shall take effect with re-
spect to production on or after the first day
of the first month following the date of en-
actment of this subtitle.

(C) TIME FOR PAYMENT—Any royalty pay-
ment attributable to production during the
first 15 calendar months after the date of en-
actment of this subtitle shall be due on the
date that is 12 months after the date of en-
actment of this subtitle.

(10) SPLIT ESTATES—For circumstances
where a claim. group of claims or patent is
subject to this section but does not comprise
the entirety of a mine, the Annual Revenues
and Costs of Produc- * *

BINCAMAN (AND DOMENICI)
AMENDMENT NO. 3026

Mr. DOMENICI (for Mr. BNGAMAN,
for himself and Mr. DOMENICI) proposed
an amendment to the bill S. 1357,
supra: as follows:

At the appropriate place in subtitle A of
title VII. insert the following new section;
SEC. . ELIMINATION OF REASONABLE COST RE-

IMBURSEMENT FOR CERTAIN LEGAL
FEES.

Section 1861 (v)(l)(R) (42 U.S.C.
1395x(v)(1)(R)) is amended by striking 'sec-
tion 1869(b)' and inserting 'section 869 (a)
or (b)',

LOTTS (AND JEFFORDS)
AMENDMENT NO. 3027

Mr. DOMENICI (for Mr. Lorr, for
himself and Mr. JEFFORDS) proposed an
amendment to the bill 5. 1357. supra: as
follows:
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On page 205 between lines 13 and 14, insert

the following:
SEC. 3005. AMENDMENTS TO THE CIVIL WAR BAT-

TLEFIELD COMMEMORATIVE COIN
ACT OF 1992.

(a) DISTR]BW1ON AND USE OF SuR-
CHARCES.—

(I) IN CENERAJ_.—Section 6 of the Civil War
Battlefield Commemorative Coin Act of 1992
(31 U.S.C. 5112 note) is amended to read as
follows:
"SEC. 6. DISTRIBUTION AND USE OF SLJR

CHARGES.
(a) DISTRJB.Tr1ON.—An amount equal to

$5,300,000 of the surcharges received by the
Secretary from the sale of coins issued under
this Act shall be promptly paid by the Sec-
retary to the Association for the Preserva-
tion of Civil War Sites. Incorporated (here-
after in this Act referred to as the 'Associa-
tion'), to be used for the acquisition of his-
torically significant and threatened Civil
War sites selected by the Association,

(b) CIVIL w SITES INCLUDED—In using
amounts paid to the Association under sub-
section (a). the Association may spend—.-

(1) not more than $500,000 to acquire sites
at Malvern hill, Virginia:

'(2) not more than $1,000,000 to acquire
sites at Cornith, Mississippi:

(3) not more than $300,000 to acquire sites
at Spring Hill. Tennessee;

'(4) not more than $1,000,000 to acquire
sites at Winchester. Virginia:

'(5) not more than $50.000 to acquire sites
at Resaca, Georgia:

'(6) not more than $250,000 to acquire sites
at Brice's Cross Roads, Mississippi;

(7)not more than $250,000 to acquire sites
at Perryville. Kentucky:

'(8) not more than $1,000,000 to acquire
sites at Brandy Station, Virginia:

"(9) not more than $250,000 to acquire sites
at Kernstown, Virginia: and

"(10) not more than $250,000 to acquire sites
at Glendale, Virginia.".

(2) TRA.NSFER OF SURCHARCES.—
(A) To TREASURY—Not later than 10 days

after the date of enactment of this Act, the
Civil War Trust, formerly called the Civil
War Battlefield Foundation (hereafter in
this section referred to as the Foundation")
shall transfer to the Secretary of the Treas-
ury an amount equal to $5,300,000.

(B) TO THE ASSOCIATION—Not later than 10
days after the transfer under subparagraph
(A) is completed, the Secretary of the Treas-
ury shall transfer to the Association an
amount equal to the amount transferred
under subparagraph (A).

BUMPERS (AND OTHERS)
AMENDMENT NO. 3028

Mr. BUMPERS (for himself, Mr.
BRADLEY, Mrs. MUaY, and Mr.
Lr') proposed an amendment to the
bill 5. 1357. supra: as follows:

At the end of the bill add the following new
title:

"TITLE XIII—BUDCET PROCESS
"For purposes of the Congressional Budget

Act of 1974, the amounts realized from sales
of assets shall not be scored with respect to
the level of budget authority, outlays or rev-
enues,"

BIDEN AMENDMENT NO. 3029
Mr. BIDEN proposed an amendment

to the bill 5. 1357, supra; as follows:
On page 1463, between lines 2 and 3. insert

the following:
SEC. 11042. AUTHORITY TO PAY PLOT OR INTER-

MENT ALLOWANCE FOR VETERANS
BURIED IN STATE CEMETERIES.

Section 2303 of title 38. United States Code,
is amended by adding at the end the follow-
ing:
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(c) Subject to the availability of funds ap-

propriated. in addition to the benefits pro-
vided for under section 2302 of this title, sec-
tiOn 2307 of this title, and subsection (a) of
this section, in the case of a veteran who—-

(1) is eligible for burial in a national cem-
etery under section 2402 of this title, and

(2) is buried (without charge for the cost
of a plot or interment) in a cemetery. or a
section of a cemetery. that (A) is used solely
for the interment of persons eligible for br-
ial in a national cemetery. and (b) is owned
by a State or by an agency or political sub-
division of a State.
the Secretary may pay to such State. agen-
cy, or political subdivision the sum of $150 is
a plot or interment allowance for such vet-
eran. provided that payment was not made
under clause (1) of subsection (b) of this sec-
tion.".

BUMPERS (AND OTHERS)
AMENDMENT NO. 3030

Mr. BUMPERS (for himself. Mr.
BRADLEY. Mr. LAUTENBERG, and Mr.
LEAHY) proposed an amendment to th
bill 5. 1357. supra; as follows:

Strike "for" on line 4 of page 369 through
"thereby" on line 19 on page 395.

BRADLEY AMENDMENT NO. 3031
Mr. BRADLEY proposed an amend.

ment to the bill 5. 1357, supra: as fol-
lows:

On page 1622. beginning on line 8. strike alk
through page 1636. line 12. and insert the fol-
lowing:
SEC. 12301. MODIFICATION5 TO TIME EXTENSION

PROVI5ION5 FOR CLOSELY HELD
BUSINESSES.

(a) INCREASED CAP ON 4 PERCENT INITEREST
RATE—Subparagraph (A) of section 6601(j)(2)
(relating to 4-percent portion) is amended by
striking ''$345,800'' and inserting "$780,800''.

(b) PARTNERSHIP. ETC., RESTRICTIONS LIFT-
ED—Subparagraph (A) of section 6166(b)(7)
(relating to partnership interests and stock
which is not readily tradable) is amended to
read as follows:

(A) IN CENERAL.—If the executor elects
the benefits of this paragraph (at such time
and in such mariner as the Secretary shall by
regulations prescribe), then for purposes of
paragraph (1)(B)(i) or (1)(C)(i) (whichever is
appropriate) and for purposes of subsection
(c). any capital interest in a partnership and
any non-readily-tradable stock which (after
the application of paragraph (2)) is treated as
owned by the decedent shall be treated as in-
cluded in determining the value of the dece-
dent's gross estate."

(c) HOLDING COMPANY RESTRICTIONS LIFT-
ED—Paragraph (8) of section 6166(b) (relating
to stock in holding company treated as busi-
ness company stock in certain cases) is
amended—

(1) by striking subparagraph (A) and in-
serting the following new subparagraph:

(A) IN GENERAL—If the executor elects
the benefits of this paragraph. then for pur-
poses of this section. the portion of the stock
of any holding company which represents di-
rect ownership (or indirect ownership
through I or more other holding companies)
by such company in a business company
shall be deemed to be stock in such business
company.'

(2) by striking subparagraph (B).
(3) by striking "any corporation" in sub-

paragraph (D) (1) and inserting "any entity",
and

(4) by redesigning subparagraphs (C) and
(D) as subparagraphs (B) and (C). respec-
tively.
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(b) EFFECTIVE DATE—The amendments

made by this section shall apply to estates of
decedents dying after December 31, 1995.

One page 1639. beginning on line 10. strike
all through page 1649. line 9, and insert the
following:
SEC. 12304. OPPORTUNITY TO CORRECT CERTAIN

FAILURES UNDER SECTION 2032A.
(a) GENERAL. RULE—Paragraph (3) of sec-

tion 2032A(d) (relating to modification of
election and agreement to be permitted) is
amendedto read as follows:

(3) MODIFICATION OF ELECTION AND AGREE-
MENT TO BE PERMYrrED.—The Secretary shall
prescribe procedures which provide that in
any case in which the executor makes an
election under paragraph (1) (and submits
the agreement referred to in paragraph (2))
within the time prescribed therefor but)—

(A) the notice of election, as filed, does
not contain all requiredinformation, or

(B) signatures of I or more persons re-
quired to enter into the agreement described
in paragraph (2) are not included on the
agreement as filed, or the agreement does
not contain all requiredinformation.
the executor will have a reasonable period of
time (not exceeding 90 days) after notifIca-
tion of such failures to provide such inforrna-
tion or signatures."

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to the es-
tates of decedents dying after the date of the
enactment of this Act.

BRADLEY (AND HARKIN)
AMENDMENT NO. 3032

Mr. BRADLEY (for himself and Mr.
HARKIN) proposed an amendment to the
bill 5. 1357. supra. as follows:

On page 1772. after line 23, add the follow-
ing new section:
SEC. 12809. DISALLOWANCE OF DEDUCTIONS FOR

ADVERTISING AND PROMOTIONAL
EXPENSES RELATING TO TOBACCO
PRODUCT USE.

(a) IN GENERAL—Part IX of subchapter B
of chapter 1 of subtitle A (relating to items
not deductible) is amended by adding at the
end the following new section:
"SEC. 2801. DISALLOWANCE OF DEDUCTION FOR

TOBACCO ADVERTISING AND PRO.
MOTIONAL EXPENSES.

No deduction shall be allowed under this
chapter for expenses relating to advertising
or promoting cigars, cigarettes, smokeless
tobacco, pipe tobacco. or any similar tobacco
product. For purposesof this section, any
term used in this section which is also used
in section 5702 shall have the same meaning
given such term by section 5702."

(b) USE OF FUNDS FOR MEDICAiD PRO-
CRAM—Section 2121(b) of the Social Security
Act, as added by section 7901 of this Act is
amendedby adding at the end the following
new paragraph:

(3) APPROPRiATION OF ADDITIONAL
AMOUNTS FOR POOL AMOUNTS—For purposes
of paragraph (1). the pool amount for each
fiscal year is increased by an amount that is
hereby authorized to be appropriated and is
appropriated equal to the increase in reve-
nues for such year as estimated by the Sec-
retary of the Treasury resulting from the
amendment made by section 12809(a) of the
Balanced Budget Reconciliation Act of 1995."

(c) COonNc A 1MENT.—The table of
Sections for such part IX is amended by add-
ing after the item relating to section 2801-1
the following new item:
'Sec. 280!. Disallowance of deduction for to-

bacco advertising and pro-
motion expenses."

(d) EFFECTIVE DATE. —The amendments
made by this section shall apply to taxable
years beginning after December 31. 1995.
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DORGAN (AND OTHERS)

AMENDMENT NO. 3033
Mr. DORGAN (for himself, Mr. HAR-

KIN, and Mr. KENNEDY) proposed an
amendment to the bill 5. 1357. Supra, as
follows:

AMENDMENT NO. 3033

Strike section 12141 and insert:
SEC. 12141. CAPITAL GAINS DEDUCTION.

(a) GENERAL RULE—Part I of subchapter P
of chapter 1 (relating to treatment of capital
gains) is amended by redesignating section
1202 as section 1203 and by inserting after
section 1201 the following new section:
'SEC. 1202. CAPITAL GAINS DEDUCTION FOR IN-

DIVIDUALS.
(a) IN GENERAL—In the case of an individ-

ual. there shall be allowed as a deduction for
the taxable year an amount equal to the
lesser of—

(1) the qualified capital gain of the tax-
payer for the taxable year. or

(2) the excess of—
(A) $250,000, over
(B) the aggregate amount allowable as a

deduction under this section for prior tax-
able years.

(b) QUALIFIED CA,PITAL GAiN—For pur-
poses of this section—

(1) IN CENERAL.—The term 'qualified cap-
ital gain' means the lesser of—

"(A) the net capital gain for the taxable
year, or

"(B) gain for the taxable year from sales or
exchanges after October 13, 1995. of capital
assets held more than 10 years.

(2) SALES BETWEEN RELATED PARTIES.—
Gains from sales and exchanges to any relat-
ed person (within the meaning of section
267(b) or 707(b)(1)) shall not be taken into ac-
count in determining qualified capital gain.

(3) SPECIAL RULE FOR SECTION 1250 PROP-
ERTY.—Solely for purposes of this section. in
applying section 1250 to any disposition of
section 1250 property. all depreciation ad-
justrnents in respect of the property shall be
treated as additional depreciation.

(c) SECTION NOT To APPLY TO CERTAiN
TAXPAYERS—NO deduction shall be allowed
under this section to—

(1) an individual with respect to whom a
deduction under section 151 is allowable to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual's taxable year begins.

(2) a married individual (within the mean-
ing of section 7703) filing a separate return
for the taxable year. or

(3) an estate or trust.
(d) SPECIAL RULES.—
(1) JOINT RETURNS—The amount of the

qualified capital gain taken into account
under this section on a joint return for any
taxable year shall be allocated equally be-
tween the spouses for purposes of applying
the limitation under subsection (a)(2) for any
succeeding taxable year.

(2) SPECIAL RULE FOR PASS-THRU ENTI-
TIES.—

"(A) IN GENERAL—In applying this section
with respect to any pass-thru entity, the de-
termination of when the sale or exchange oc-
curs shall be made at the entity level.

'(B) PASS-THRU ENTITY DEFINED—For pur-
poses of subparagraph (A). the term 'pass-
thru entity' means—

(i) a regulated investment company.
"(ii) a real estate investment trust.
"(iii) an S corporation.
"(iv) a partnership,

(v) an estate or trust, and
"(vi) a common trust fund.

(e) TRANSITIONAL RULE.—
'(1) IN GENERAL—In the case of a taxable

year which includes October 14. 1995. the
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amount taken into account as the net cap-
ital gain under subsection (a) shall not ex-
ceed the net capital gain determined by only
taking into account gains and losses prop-
erly taken into account for the portion of
the taxable year on or after October 4.
1995.''

(b) COORDINATION WITH MAUMUM CAPITAL
GMNS RATE—Subsection (h) of section 1 (re-
lating to maximum capital gains rate) is
amended to read as follows:

(h) MAXIMUM CAPITAL GAINS RATE.—
(I) IN GENERAL—If a taxpayer has a net

capital gain for any taxable year. then the
tax imposed by this section shall not exceed
the sum of—

(A) a tax computed at the rates and in the
same manner as if this subsection had not
been enacted on the greater of—

(i) taxable income reduced by the amount
of the net capital gain, or

(ii) the amount of taxable income taxed
at a rate below 28 percent. plus

'(8) a tax of 28 percent of the amount of
taxable income in excess of the amount de-
termined under subparagraph (A).

(2) COORDINATION WITH OTHER PROVI-
SIOS.—For purposes of paragraph (1), the
amount of the net capital gain shall be re-
duced (but not below zero) by the sum of—-

(A) the amount of the qualified capital
gain (as defined in section 1202(b)) for the
taxable year to the extent taken into ac-
count under section 1202(a) for the taxable
year, plus

(B) the amount which the taxpayer elects
to take into account as investment income
for the taxable year under section
163(d)(4) (B) (iii).

(c) DEDUCTION ALLOWABLE IN COMPUTING
ADJUSTED GROSS INCOME—Subsection (a) of
section 62 is amended by inserting after
paragraph (15) the following new paragraph:

(16) LONG-TERM CAPITAL CAINS.—The de-
duction allowed by section 1202."

(d) ALTERNATIVE MINiMuM TAX.—
(1) HALF OF I)EDUCTION DISALLOWED—-Sec-

tion 56(b)(1) (relating to limitations on de-
ductions of individuals) is amended by add-
ing at the end the following new subpara-
graph:

'(G) CApIT.1 GAINS DEDUCTION REDUCED.—
In determining the deduction allowable
under section 1202. section 1202(a) shall be
applied by substituting 25 percent' for 50
percent'

(2) CONFORMINC AMENDMENT. —Section
57(a)(7) is amended by striking 1202" and in-
serting ''1203'.

(e) TREAThNT OF COLLECTIBLES.—
(I) IN CENERAL.—Section 1222 is amended

by inserting after paragraph (11) the follow-
ing new paragraph:

• (12) SPECIAL RULE FOR COLLECTIBLES.—
(A) IN CENERAL.—Any gain or loss from

the sale or exchange of a collectible shall be
treated as a short-term capital gain or loss
(as the case may be), without regard to the
period such asset was held. The preceding
sentence shall apply only to the extent the
gain or loss is taken into account in comput-
ing taxable income.

'(B) TREATMENT OF CERTAIN SALES OF IN-
TEREST IN PARTNERSHIP. ETC—For purposes
of subparagraph (A). any gain from the sale
or exchange of an interest in a partnership.
S corporation, or trust which is attributable
to unrealized appreciation in the value of
collectibles held by such entity shall be
treated as gain from the sale or exchange of
a collectible. Rules similar to the rules of
section 751(f) shall apply for purposes of the
preceding sentence.

(C) COLLECTIBLE—For purposes of this
paragraph. the term collectible' means any
capital asset which is a collectible (as de-
fined in section 408(m) without regard to
paragraph (3) thereof).

CONGRESSIONAL RECORD — SENATE
(2) CHARITABLE DEDUCTION NOT AFFECTED.—
(A) Paragraph (1) of section 170(e) is

amended by adding at the end the following
new sentence: "For purposes of this para-
graph. section 1222 shall be applied without
regard to paragraph (12) thereof (relating to
special rule for collectibles).'

(B) Clause (iv) of section 170(b)(l)(C) is
amended by inserting before the period at
the end the following: and section 1222 shall
be applied without regard to paragraph (12)
thereof (relating to special rule for collect-
ibles)".

(f) TECHNICAL AND CONFORMING CHANGES.—
(1) Clause (iii) of section 163(d)(4)(B) is

amended to read as follows:
(iii) the sum of—
(I) the portion of the net capital gain re-

ferred to in clause (ii)(II) (or. if lesser, the
net capital gain referred to in clause (ii)(I))
taken into account under section 1202, re-
duced by the amount of the deduction al-
lowed with respect to such gain under sec-
tion 1202. plus

(II) so much of the gain described in
subclause (I) which is not taken into account
under section 1202 and which the taxpayer
elects to take into account under this
clause,"

(2) Subparagraph (B) of section 172(d) (2) is
amended to read as follows:

'(B) the deduction under section 1202 and
the exclusion under section 1203 shall not be
allowed."

(3) The last sentence of section 453A(c) (3) is
amended by striking all that follows 'long-
term capital gain." and inserting ' the maxi-
mum rate on net capital gain under section
1201 or the deduction under section 1202 and
the exclusion under section 1203 (whichever
is appropriate) shall be taken into account."

(4) Paragraph (4) of section 642(c) is amend-
ed to read as follows:

(4) ADJUSTMENTS—TO the extent that the
arriount otherwise allowable as a deduction
under this subsection consists of gain from
the sale or exchange of capital assets held
for more than 1 year or gain described in sec-
tion 1203(a), proper adjustment shall be made
for any deduction allowable to the estate or
trust under section 1202 (relating to deduc-
tion for excess of capital gains over capital
losses) or for the exclusion allowable to the
estate or trust under section 1203 (relating to
exclusion for gain from certain small busi-
ness stock). In the case of a trust. the deduc-
tion allowed by this subsection shall be sub-
ject to section 681 (relating to unrelated
business income).•'

(5) The last sentence of section 643(a) (3) is
amended to read as follows: 'The deduction
under section 1202 (relating to deduction of
excess of capital gains over capital losses)
and the exclusion under section 1203 (relat-
ing to exclusion for gain from certain small
business stock) shall not be taken into ac-
count."

(6) Subparagraph (C) of section 643(a)(6) is
amended by inserting (i)" before there
shall" and by inserting before the period
and (ii) the deduction under section 1202 (re-
lating to capital gains deduction) and the ex-
clusion under section 1203 (relating to exclu-
sion for gain from certain small business
stock) shall not be taken into account'.

(7) Paragraph (4) of section 691(c) is amend-
ed inserting ' 1203." after 1202.'.

(8) The second sentence of section 871 (a) (2)
is amended by inserting or 1203'S after 'sec-
tion 1202''.

(9)(A) Paragraph (2) of section 904(b) is
amended by striking subparagraph (A), by
redesignating subparagraph (B) as subpara-
graph (A), and by inserting after subpara-
graph (A) (as so redesignated) the following
new subparagraph:

'(B) OTHER TAXPAYERS—In the case of a
taxpayer other than a corporation, taxable
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income from sources outside the United
States shall include gain from the sale or ex-
change of capital assets only to the extent of
foreign source capital gain net income."

(B) Subparagraph (A) of section 904(b) (2). as
so redesignated. is amended—

(1) by striking all that precedes clause (i)
and inserting the following:

'(A) CORPORATIONS—In the case of a cor-
poration— '.and

(ii) by striking in clause (i) "in lieu of ap-
plying subparagraph (A).'.

(C) Paragraph (3) of section 904(b) is
amended by striking subparagraphs (D) and
(E) and inserting the following new subpara-
graph:

(D) RATE DIFFERENTIAL PORTION—The
rate differential portion of foreign source net
capital gain, net capital gain, or the excess
of net capital gain from sources within the
United States over net capital gain, as the
case may be. is the same proportion of such
amount as the excess of the highest rate of
tax specified in section 11(b) over the alter-
native rate of tax under section 1201 (a) bears
to the highest rate of tax specified in section
11(b)."

(D) Clause (v) of section 593(b)(2)(D) is
amended—

(i) by striking if there is a capital gain
rate differential (as defined in section
904(b)(3)(D)) for the taxable year,", and

(ii) by striking section 904(b)(3)(E)" and
inserting 'section 904(b) (3) (D)".

(10) The last sentence of section 1044(d) is
amended by striking '1202" and inserting

1203'.
(1l)(A) Paragraph (2) of section 1211(b) is

amended to read as follows:
(2) the sum of—
(A) the excess of the net short-term cap-

ital loss over the net long-term capital gain.
and

"(B) one-half of the excess of the net long-
term capital loss over the net short-term
capital gain.'

(B) So much of paragraph (2) of section
1212(b) as precedes subparagraph (B) thereof
is amended to read as follows:

"(2) SPECIAL RULES.—
"(A) ADJUSTFVNTS.—

(i) For purposes of determining the excess
referred to in paragraph (1)(A). there shall be
treated as short-term capital gain in the tax-
able year an amount equal to the lesser of—

'(I) the amount allowed for the taxable
year under paragraph (1) or (2) of section
1211(b). or

'(II) the adjusted taxable income for such
taxable year.

'(ii) For purposes of determining the ex-
cess referred to in paragraph (I)(B), there
shall be treated as short-term capital gain in
the taxable year an amount equal to the sum
of—

'(I) the amount allowed for the taxable
year under paragraph (1) or (2) of section
1211(b) or the adjusted taxable income for
such taxable year. whichever is the least,
plus

(II) the excess of the amount described in
subclause (I) over the net short-term capital
loss (determined without regard to this sub-
section) for such year."

(C) Subsection (b) of section 1212 is amend-
ed by adding at the end the following new
paragraph:

(3) TR.ANSrTIONAL RULE—In the case of
any amount which, under this subsection
and section 1211(b) (as in effect for taxable
years beginning before January I. 1996), is
treated as a capital loss in the first taxable
year beginning after December 31, 1995. para-
graph (2) and section 1211(b) (as so in effect)
shall apply (and paragraph (2) and section
1211(b) as in effect for taxable years begin-
ning after December 31. 1995. shall not apply)
to the extent such amount exceeds the total
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of any capital gain net income (determined
without regard to this subsection) for tax-
able years beginning after December I.
1995.

(12) Paragraph (1) of section 1402(i) is
amended by inserting ", and the deduction
provided by section 1202 and the exclusion
provided by section 1203 shall not apply bce-

fore the period at the end thereof.
(13) Subsection (e) of section 1445 is amend-

ed—
(A) in paragraph (1) by striking "35 percert

(or, to the extent provided in regulations, 8
percent) and inserting '28 percent (or, to
the extent provided in regulations. 19.8 pe!-
cent), and

(B) in paragraph (2) by striking '35 per-
cent" and inserting "28 percent'•.

(14)(A) The second sentence of sectior
7518(g) (6) (A) is amended—

(i) by striking 'during a taxable year to
which section 1(h) or 1201 (a) applies, and

(ii) by striking '28 percent (34 percent in
the case of a corporation and inserting "19.8
percent (28 percent in the case of a corpora
tion or a taxpayer who has exceeded the lim
itation under section 1202(a) (2).

(B) The second sentence of section
607(h) (6) (A) of the Merchant Marine Act. 1936
is amended—

(i) by striking during a taxable year to
which section 1(h) or 1201 (a) of such Code ap-
plies". and

(ii) by striking '28 percent (34 percent in
the case of a corporation and inserting '19.8
percent (28 percent in the case of a corpora-
tion or a taxpayer who has exceeded the lim-
itation under section 1202(a)(2)".

(15) Section 1203, as redesignated by sub-
section (a), is amended by adding at the end
the following new subsection:

(1) CROSS REFERENCE.—

"For treatment of eligible gain not ex-
cluded under subsection (a), see section
1202."

(f) CLERICAL ANDMENT.—The table of
sections for part I of subchapter P of chapter
i is amended by striking the item relating to
section 1202 and by inserting after the item
relating to section 1201 the following new
items:
"Sec 1202. Capital gains deduction.
'Sec. 1203. 50-percent exclusion for gain

from certain small business
stock."

(g) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amendments
made by this section shall apply to taxable
years ending after October 13, 1995.

(2) COLLECTIBLES—The amendments made
by subsection (e) shall apply to sales and ex-
changes after October 13. 1995.

(3) USE OF LONG-TERM LOSSES—The amend-
ments made by subsection (f)(ll) shall apply
to taxable years beginning after December
31, 1995.

(4) WITHHOLDING—The amendment made
by subsection (0(13) shall apply only to
amounts paid after the date of the enact-
ment of this Act.

On page 1703, between lines 17 and 18. in-
sert:

(g) CITIZENS BECOMING COVERED EXPATRi-
ATES TO BE TAXED AS RESIDENTS UPON RE-
TURN TO UNiTED STATEs—Paragraph (3) of
section 7701(b) is amended by adding at the
end the following new subparagraph:

(E) SPECIAL RULE FOR COVERED EXPATRJ-
ATES.—Notwithstanding any other provision
of this paragraph, in the case of an individ-
ual who is treated as a covered expatriate
under section 877A by reason of relinquishing
the individual's United States citizenship.
such individual shall be treated as meeting
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the substantial presence test of this para-
graph with respect to any calendar year if
the individual is present in the United States
for more than 30 days during the calendar
year. The preceding sentence shall not apply
to the extent that the Secretary determines
its application would contravene any treaty
of the United States."
SEC. . SENSE OFTHE SENATE.

It is the sense of the Senate that (a) the.
Senate conferees should not recede to the
House on the provisions of this chapter
eliminating the tax loophole for billionaires
and other wealthy individuals who renounce
their United States citizenship in order to
avoid their fair share of United States taxes:
and (b) the Senate reaffirms its commitment
to eliminate this tax loophole.

FEINGOLD (AND OTHERS)
AMENDMENT NO. 3034

Mr. FEINGOLD (for himself, Mr.
WELLSTONE, and Mr. BUMPERS) pro-
posed an amendment to the bill 5. 1357,
supra; as follows:

At the end of chapter 8 of subtitle I of title
XII add the following new section:
SEC. - CERTAIN MINERALS NOT ELIGIBLE FOR

PERCENTAGE DEPLETION.
(a) GENERAL RULE.—
(1) Paragraph (1) of section 613(b) (relating

to percentage depletion rates) is amended—
(A) by striking "and uranium" in subpara-

graph (A), and
(B) by striking "asbestos.", "lead,", and

'mercury," in subparagraph (B).
(2) Subparagraph (A) of section 613(b)(3) is

amended by inserting "other than lead, mer-
cury. or uranium" after "metal mines".

(3) Paragraph (4) of section 613(b) is amend-
ed by striking 'asbestos (if paragraph (l)(B)
does not apply).".

(4) Paragraph (7) of section 613(b) is amend-
ed by striking "or" at the end of subpara-
graph (B). by striking the period at the end
of subparagraph (C) and inserting ', or", and
by inserting after subparagraph (C) the fol-
lowing new subparagraph:

'(D) mercury. uranium, lead, and asbes-
tos."

(b) CoORI4INC AMENDMENTS.---Subpara-
graph CD) of section 613(c)(4) is amended by
striking "lead," and "uranium,',

(c) EFFECTPIE DATE—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

SIMON (AND OThERS)
AMENDMENT NO. 3035

Mr. SIMON (for himself, Mr. STE-
VENS, and Mr. BREAUX) proposed an
amendment to the bill 5. 1357, supra; as
follows:

On page 1771, line 25, strike "1995' and in-
;ert ''1997''.

On page 1772, line 3, strike "1995" and in-
3ert "1997''.

WELLSTONE AMENDMENT NO. 3036
Mr. WELLSTONE proposed an

imendment to the bill 5. 1357, supra: as
follows:

Strike sections 5930. 5931, and 5932.

D'AMATO AMENDMENT NO. 3037
Mr. DOMENICT (for Mr. D'AMATO)

proposed an amendment to the bill S.
1357, supra: as follows:

On page 187. line 3: and on page 187. line 22.
strike '5" and insert "10."
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ROTH AMENDMENT NO. 3038

Mr. ROTH proposed an amendment to
the bill 5. 1357, supra: as follows:

On page 541, strike line 22. and all that fol-
lows through page 542, line 2. and insert:

'(II) October 1, 1995, and before October 1,
1996, c is equal to 1.65;

"(III) October 1, 1996. and before October 1,
1997, 'c' is equal to 1.48;

"(IV) October 1, 1997, and before October 1,
1998, 'c' is equal to 1.33: and

"(V) October 1, 1998, and before October 1,
2002, c is equal to 1.23:'.

On page 548. between lines 2 and 3. insert
the following new section:
SEC. 7019. NURSE AIDE TRAINING IN SKILLED

NURSING FACILITIES SUBJECT TO
EXTENDED SURVEY AND CERTAIN
OTHER CONDITIONS.

Section 1819(f)(2)(B)(iii)(I) (42 U.S.C. 1395i—
3(f)(2)(B)(iii)(I)) is amended, in the matter
preceding item (a), by striking "by or in a
skilled nursing facility" and inserting "by a
skilled nursing facility (or in such a facility,
unless the State determines that there is no
other such program offered within a reason-
able distance, provides notice of the approval
to the State long term care ombudsman, and
assures, through an oversight effort. that an
adequate environment exists for such a pro-
gram)".

On page 548, strike line 3. and all that fol-
lows through page 568. line 13. and insert the
following:
Subchapter B—Payments to Skilled Nursing

Facilities
PART I—PROSPECTIVE PA1ENT SYSTEM
SEC. 7025. PROSPECTIVE PAYMENT SYSTEM FOR

SKILLED NURSING FACILITIES.
Title XVIII (42 U.S.C. 1395 et seq.) is

amended by adding the following new section
after section 1888:

'PROSPECTIVE PAYMENT SYSTEM FOR SKILLED
NURSINC FACILITIES

'SEC. 1889. (a) ESTABLISHMENT OF SYS-
TEM—Notwithstanding any other provision
of this title, the Secretary shall establish a
prospective payment system under which
fixed payments for episodes of care shall be
made, instead of payments determined under
section 1861(v). section 1888. or section 1888A,
to skilled nursing facilities for all extended
care services furnished during the benefit pe-
riod established under section 1812(a)(2).
Such payments shall constitute payment for
capital costs and all routine and non-routine
service costs covered under this title that
are furnished to individuals who are inpa-
tients of skilled nursing facilities during
such benefit period, except for physicians'
services. The payment amounts shall vary
depending on case-mix. patient acuity, and
such other factors as the Secretary deter-
mines are appropriate. The prospective pay-
ment system shall apply for cost reporting
periods (or portions of cost reporting peri-
ods) beginning on or after October 1, 1997.

'(b) 90 PERCENT OF LEVELS OTHERWISE IN
EFFECT—The Secretary shall establish the
prospective payment amounts under sub-
section (a) at levels such that, in the Sec-
retary's estimation, the amount of total pay-
ments under this title shall not exceed 90
percent of the amount of payments that
would have been made under this title for all
routine and non-routine services and capital
expenditures if this section had not been en-
acted.

(c) ADJUSTMENT IN RATES TO TAKE INTO
ACCOUNT BENEFICIARY COST-SHARXNG.—The
Secretary shall reduce the prospective pay-
ment rates established under this section to
take into account the beneficiary coinsur-
ance amount required under section
1813(a)(3).''.
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PART 11—INTERIM PAYMENT SYSTEM

SEC. 7031. PAYMENTS FOR ROUTINE SERVICE
COSTS.

(a) CLARIFICATION OF DEFII'nTION OF ROU-
TINE SERVICE COSTS—Section 1888 (42 U.S.C.
1395yy) is amended by adding at the end the
following new subsection:

(e) For purposes of this section, the rou-
tine service costs of a skilled nursing facil-
ity are all costs which are attributable to
nursing services, room and board, adminis-
trative costs, other overhead costs, and all
other ancillary services (including supplies
and equipment), excluding costs attributable
to covered non-routine services subject to
payment amounts under section 1888A.".

(b) CONFORMING AMENDrNT.—Section 1888
(42 U.S.C. l395yy) is amended in the heading
by inserting AND CERTAJ ANCILLARY" after
• 'SERVICE".
SEC. 7032. COST-EFFECTIVE MANAGEMENT OF

COVERED NON.ROUTINE SERVICES.
(a) IN GENERAL.—Title XVIII (42 U.S.C. 1395

et seq.), as amended by section 7025, is
amended by inserting after section 1888 the
following new section:
• COST-EFFECTIVE MANAGEMENT OF COVERED

NON-ROIJrINE SERVICES OF SKILLED NURSING
FACILITIES

SEC. 1888A. (a) DEFINITIONS—For purposes
of this section:

(1) COVERED NON-ROIJrINE SERVICES—The
term 'covered non-routine services means
post-hospital extended care services consist-
ing of any of the following:

(A) Physical or occupational therapy or
speech-language pathology services, or res-
piratory therapy.

(B) Prescription drugs.
(C) Complex medical equipment.
(D) Intravenous therapy and solutions

(including enteral ar parenteral nutrients,
supplies, and equipment).

(E) Radiation therapy.
(F) Diagnostic services, including labora-

tory. radiology (including computerized to-
mography services and imaging services),
and pulmonary services.

(2) SNF MARKET BASKET PERCENTAGE IN-
CREASE—The term SNF market basket per-
centage increase' for a fiscal year means a
percentage equal to input price changes in
routine service costs for the year under sec-
tion 1888(a).

(3) STAY—The term stay' means, with
respect to an individual who is a resident of
a skilled nursing facility, a period of contin-
uous days during which the facility provides
extended care services for which payment
may be made under this title for the individ-
ual during the individual's spell of illness.

(b) NEw PA'ENT METHOD FOR COVERED
NON-ROUTINE SERVICES BEGINNING IN FISCAL
YEAR 1996.—

(1) IN GENERAL—The payment method es-
tablished under this section shall apply with
respect to covered non-routine services fur-
nished during cost reporting periods (or por-
tions of cost reporting periods) beginning on
or after October 1. 1995.

(2) INTERIM PAYMENTS—Subject to sub-
section (c), a skilled nursing facility shall re-
ceive interim payments under this title for
covered non-routine services furnished to an
individual during cost reporting periods (or
portions of cost reporting periods) described
in paragraph (1) in an amount equal to the
reasonable cost of providing such services in
accordance with section 1861(v). The Sec-
retary may adjust such payments if the Sec-
retary determines (on the basis of such esti-
mated information as the Secretary consid-
ers appropriate) that payments to the facil-
ity under this paragraph for a cost reporting
period would substantially exceed the cost
reporting period amount determineci under
subsection (c)(2).
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(3) RESPONSIBILrrY OF SKILLED NURSING

FACIUT' TO MANAGE BILLINGS.—
(A) CLARIFICATION RELATING TO PART A

BILLING—In the case of a covered non-rou-
tine service furnished to an individual who
(at the time the service is furnished) is a
resident of a skilled nursing facility who is
entitled to coverage under section 1812(a)(2)
for such service, the skilled nursing facility
shall submit a claim for payment under this
title for such service under part A (without
regard to whether or not the item or service
was furnished by the facility, by others
under arrangement with them made by the
facility, under any other contracting or con-
sulting arrangement, or otherwise).

'(B) PART B BILLING—In the case of a cov-
ered non-routine service furnished to an indi-
vidual who (at the time the service is fur-
nished) is a resident of a skilled nursing fa-
cility who is not entitled to coverage under
section 1812(a) (2) for such service but is enti-
tled to coverage under part B for such serv-
ice, the skilled nursing facility shall submit
a claim for payment under this title for such
service under part B (without regard to
whether or not the item or service was fur-
nished by the facility, by others under ar-
rangement with them made by the facility.
under any other contracting or consulting
arrangement, or other-wise).

(C) MAINTAINING RECORDS ON SERVICES
FURN1SHE TO RESIDENTS—Each skilled nurs-
ing facility receiving payments for extended
care services under this title shall document
on the facilitys cost report all covered non-
routine services furnished to all residents of
the facility to whom the facility provided ex-
tended care services for which payment was
made under part A during a fiscal year (be-
ginning with fiscal year 1996) (without regard
to whether or not the services were furnished
by the facility, by others under arrangement
with them made by the facility, under any
other contracting or consulting arrange-
ment. or otherwise).

(c) NO PAYMENT IN EXCESS OF PRODUCT OF
PER STAY AMOUNT ANI) NUMBER OF STAYS.—

(1) IN GENERAL—If a skilled nursing facil-
ity has received aggregate payments under
subsection (b) for covered non-routine serv-
ices during a cost reporting period beginning
during a fiscal year in excess of an amount
equal to the cost reporting period amount
determined under paragraph (2), the Sec.
retary shall reduce the payments made to
the facility with respect to such services for
cost reporting periods beginning during the
following fiscal year in an amount equal to
such excess. The Secretary shall reduce pay-
ments under this subparagraph at such times
and in such manner during a riscal year as
the Secretary finds necessary to meet the re-
quirement of this subparagraph.

(2) COST REPORTING PERiOD AMOUNT—The
cost reporting period amount determined
under this subparagraph is an amount equal
to the product of—.

(A) the per stay amount applicable to the
facility under subsection (d) for the period:
and

(B) the number of stays beginning during
the period for which payment was made to
the facility for such services.

(3) PROSPECTIVE REDUCTION IN PAY-
MENTS.—In addition to the process for reduc-
ing payments described in paragraph (1), the
Secretary may reduce payments made to a
facility under this section during a cost re-
porting period if the Secretary determines
(on the basis of such estimated information
as the Secretary considers appropriate) that
payments to the facility under this section
for the period will substantially exceed the
cost reporting period amount for the period
determined under this paragraph.

(d) DETERMINATION OF FACILITY PER STAY
AMOUNT.—
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(1) AMOUNT FOR FISCAL YEAR 1996.—
(A) IN GENERAL.—
(i) ESTA3LISHMENT.—Except as provided

in subparagraph (B) and clause (ii), the Sec-
retary shall establish a per stay amount for
each nursing facility for the 12-month cost
reporting period beginning during fiscal year
1996 that is the facility-specific stay amount
for the facility (as determined under sub-
section (e)) for the last 12-month cost report-
ing period ending on or before September 30,
1994, increased (in a compounded manner) by
the SNF market basket percentage increase
(as defined in subsection (a)(2)) for each fis-
cal year through riscal year 1996.

(ii) ADJUST1VNT IF IMPLEMZNTATION E-
LAYED.—If the amount under clause (i) is not
established prior to the cost reporting period
described in clause (i), the Secretary shall
adjust such amount for stays after such
amount is established in such a manner so as
to recover any amounts in excess of the
amounts which would have been paid for
stays before such date if the amount had
been in effect for such stays,

(B) FACILITIES NOT HAVING 1994 COST RE-
PORTING PERIOD—In the case of a skilled
nursing facility for which payments were not
made under this title for covered non-routine
services for the last 12-month cost reporting
period ending on or before September 30.
1994, the per stay amount for the 12-month
cost reporting period beginning during fiscal
year 1996 shall be the average of all per stay
amounts determined under subparagraph (A).

(2) AMOUNT FOR FISCAL YEAR 1997 AND SUB-
SEQUENT FISCAL YEARS—The per stay
amount for a skilled nursing facility for a 12-
month cost reporting period beginning dur-
ing a fiscal year after 1996 is equal to the per
stay amount established under this sub-
section for the 12-month cost reporting pe-
riod beginning during the preceding fiscal
year (without regard to any adjustment
under paragraph (l)(A)(ii)). increased by the
greater of—

• (A) the SNF market basket percentage in-
crease for such subsequent fiscal year minus
2.5 percentage points; or

"(B) 1.2 percent (1.1 percent for fiscal years
after 1997).

(e) DETERMINATION OF FACILITY-SPECIFIC
STAY AMOUNTS—The facility-specific stay
amount' for a skilled nursing facility for a
cost reporting period is—

'(1) the sum of—
(A) the amount of payments made to the

facility under part A during the period which
are attributable to covered non-routine serv-
ices furnished during a stay: and

(B) the Secretary's best estimate of the
amount of payments made under part B dur-
ing the period for covered non-routine serv-
ices furnished to all residents of the facility
to whom the facility provided extended care
services for which payment was made under
part A during the period (without regard to
whether or not the services were furnished
by the facility. by others under arrangement
with them made by the facility under any
other contracting or consulting arrange-
ment, or otherwise), as estimated by the Sec-
retary: divided by

(2) the average number of days per stay
for all residents of the skilled nursing facil-
ity.

• (f) INTENSIVE NURSING OR THERAPY
NEEDS.—

(1) IN GENERAL—In applying subsection
(b) to covered non-routine services furnished
during a stay beginning during a cost report-
ing period to a resident of a skilled nursing
facility who requires intensive nursing or
therapy services, the per stay amount for
such resident shall be the per stay amount
developed under paragraph (2) instead of the
per stay amount determined under sub-
section (d)(l)(A).
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• (2) PER STAY AMOUNT FOR INTENSIVE NEED

RESIDENTS—The Secretary, after consulta-
tion with the Prospective Payment Assess-
ment Commission and skilled nursing facil-
ity experts. shall develop and publish a pr
stay amount for residents of a skilled nurs-
ing facility who require intensive nursing or
therapy services.

• (3) BUDGET NEUTRALITY—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have beefl
but for the application of paragraph (1).

• (g) EXCEPTIONS AND ADJUSTMENTS TO
AMOUNTS.—

• (1) IN GENERAL.—The Secretary may make
exceptions and adjustments to the cost re-
porting period amounts applicable to a
skilled nursing facility under subsection
(c)(2) for a cost reporting period, except that
the total amount of any additional paymenti
made under this section for covered non-rou
tine services during the cost reporting period
as a result of such exceptions and adjust..
ments may not exceed 5 percent of the aggre-
gate payments made to all skilled nursing
facilities for covered non-routine services
during the cost reporting period (determined
without regard to this paragraph).

(2) BUDGET NEUTRALrTY.—The Secretary
shall adjust payments under subsection (b)
in a manner that ensures that total pay-
ments for covered non-routine services under
this section are not greater or less than total
payments for such services would have been
but for the application of paragraph (1).

(h) SPECIAL TREATMENT FOR MEDICARE
LOW VOLUME SKILLED NURSING FACILITIES.—
The Secretary shall determine an appro-
priate manner in which to apply this section,
taking into account the purposes of this sec-
tion, to non-routine costs of a skilled nurs-
ing facility for which payment is made for
routine service costs during a cost reporting
period on the basis of prospective payments
under section 1S88(d).

(i) MAINTAINING SAVINGS FROM PAYNT
SYSTEM.—The prospective payment system
established under section 1889 shall reflect
the payment methodology established under
this section for covered non-routine serv-
ices.'.

(b) CONFORMING AMENDMENT—Section
1814(b) (42 U.S.C. 1395f(b)) is amended in the
matter preceding paragraph (1) by striking

1813 and 1886' and inserting 1813. 1886. 1888.
IS8SA. and 1889.
SEC. 7033. PAYMENTS FOR ROUTINE SERVICE

COSTS.
(a) MAINTAINING SAVINGS RESULTING FROM

TEMPOIwY FREEZE ON PA'iEr IN-
CREASES.—

(1) BASING UPDATES TO PER DIEM COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—

(A) IN GENERAL—The last sentence of sec-
tion 188S(a) (42 U.S.C. 1395yy(a)) is amended
by adding at the end the following: (except
that such updates may not take into account
any changes in the routine service costs of
skilled nursing facilities occurring during
cost reporting periods which began during
fiscal year 1994 or fiscal year 1995).'.

(B) NO EXCEPTIONS PERMITFED BASED ON
AMENDMENT—The Secretary of Health and
Human Services shall not consider the
amendment made by subparagraph (A) in
making any adjustments pursuant to section
1888(c) of the Social Security Act.

(2) PAYMENTS TO LOW MEDICARE VOLU
SKILLED NURSING FACILITIES—Any change
made by the Secretary of Health and Human
Services in the amount of any prospective
payment paid to a skilled nursing facility
under section 1888(d) of the Social Security
Act for cost reporting periods beginning on
or after October 1, 1995, may not take into
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account any changes in the costs of services
occurring during cost reporting periods
which began during fiscal year 1994 or fiscal
year 1995.

(b) BASING 1996 LIMITS ON NEW DEFINITION
OF ROUTINE COSTS—The Secretary of Health
and Human Services shall take into account
the new definition of routine service costs
under section 1S88(e) of the Social Security
Act, as added by section 7031. in determining
the routine per diem cost limits under sec-
tion 1888(a) for fiscal year 1996 and each fis-
cal year thereafter.

(c) ESTABLISHMENT OF SCHEDULE FOR MAK-
ING ADJUSTMENTS TO LIMITS—Section 1S88(c)
(42 U.S.C. 1395yy(c)) is amended by striking
the period at the end of the second sentence
and inserting , and may only make adjust-
ments under this subsection with respect to
a facility which applies for an adjustment
during an annual application period estab-
lished by the Secretary..

(d) LIMITATION TO EXCEPTIONS PROCESS OF
THE SECRETARY—Section 1888(c) (42 U.S.C.
1395yy(c)) is amended—

(1) by striking (c) The Secretary' and in-
serting "(c)(1) Subject to paragraph (2). the
Secretary'S: and

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

(2) The Secretary may not make any ad-
justments under this subsection in the limits
set forth in subsection (a) for a cost report-
ing period beginning during a fiscal year to
the extent that the total amount of the addi-
tional payments made under this title as a
result of such adjustments is greater than an
amount equal to—

(A) for cost reporting periods beginning
during fiscal year 1996, the total amount of
the additional payments made under this
title as a result of adjustments under this
subsection for cost reporting periods begin-
ning during fiscal year 1994 increased (on a
compounded basis) by the SNF market bas-
ket percentage increase (as defined in sec-
tion 1888A(a)(2)) for each fiscal year: and

(B) for cost reporting periods beginning
during a subsequent fiscal year. the amount
determined under this paragraph for the pre-
ceding fiscal year. increased by the SNF
market basket percentage increase (as de-
fined in section 188SA(a)(2)) for each fiscal
year..

(e) MAINTAINING SAVINGS FROM PAYNT
SYSTEM—The prospective payment system
established under section 1889 of the Social
Security Act, as added by section 7025. shall
reflect the routine per diem cost limits
under section 18S8(a) of such Act.
SEC. 7034. REDUCTIONS IN PAYMENT FOR CAP-

ITAL-RELATED COSTS.

(a) IN GENERAL—Section 1S61(v)(1) (42
U.S.C. 1395x(v)(1)) is amended by adding at
the end the following new subparagraph:

(T) Such regulations shall provide that,
n determining the amount of the payments
that may be made under this title with re-
pect to all the capital-related costs of
skilled nursing facilities, the Secretary shall
reduce the amounts of such payments other-
wise established under this title by 15 per-
cent for payments attributable to portions of
cost reporting periods occurring beginning in
fiscal years 1996 through 2002..

(b) MAINTAINING SAVINGS RESULTING FROM
5 PERCENT CAPITAL REDUCTION—The pro-
spective payment system established under
section 1889 of the Social Security Act, as
added by section 7025 of the Balanced Budget
Reconciliation Act of 1995. shall reflect the
lb percent reduction in payments for capital-
related costs of skilled nursing facilities as
such reduction is in effect under section
IfJ6I(v)(1)(T) of such Act, as added by sub-
section (a).
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SEC. 7035. TREATMENT OF ITEMS AND SERVICES

PAID FOR UNDER PART B.

(a) REQUIRING PAYNT FOR ALL ITEMS AND
SERVICES TO BE MADE TO FACILrTY—

(1) IN GENERAL—The first sentence of sec-
tion 1842(b)(6) (42 U.S.C. 1395u(b)(6)) is
aniended—

(A) by striking 'and (D)" and inserting
"(DY'; and

(B) by striking the period at the end and
inserting the following: and (E) in the case
of an item or service furnished to an individ-
ual who (at the time the item or service is
furnished) is a resident of a skilled nursing
facility, payment shall be made to the facil-
ity (without regard to whether or not the
item or service was furnished by the facility.
by others under arrangement with them
made by the facility, under any other con-
tracting or consulting arrangement, or oth-
erwise). except that this subparagraph shall
not preclude a physician from providing
evaluation and management services to pa-
tients under the physicians care.

(2) EXCLUSION FOR ITEMS AND SERVICES NOT
BILLED BY FACILrrY.—Section 1862(a) (42
U.S.C. 1395y(a)) is amended—

(A) by striking 'or" at the end of para-
graph (14);

(B) by striking the period at the end of
paragraph (15) and inserting or; and

(C) by inserting after paragraph (15) the
following new paragraph:

'(16) where such expenses are for covered
non-routine services (as defined in section
I8SSA(a)(1)) furnished to an individual who is
a resident of a skilled nursing facility and
for which the claim for payment under this
title is not submitted by the facility..

(3) CONFORMING AMENDMENT—Section
1S32(a)(1) (42 U.S.C. 1395k(a)(1)) is amended by
striking (2);' and inserting "(2) and section
1842(b)(6)(E):".

(b) REDUCTION IN PAYMENTS FOR ITEMS AND
SERVICES FURNISHED BY OR UNDER ARRANGE-
MEYcTS WITH FACILITIES—Section 1861(v)(1)
(42 U.S.C. 1395x(v)(1)), as amended by section
7034. is amended by adding at the end the fol-
lowing new subparagraph:

"(U) In the case of an item or service fur-
nished by a skilled nursing facility (or by
others under arrangement with them made
by a skilled nursing facility or under any
other contracting or consulting arrangement
or otherwise) for which payment is made
under part B in an amount determined in ac-
cordance with section 1833(a)(2)(B), the Sec-
retary shall reduce the reasonable cost for
such item or service otherwise determined
under clause (i)(I) of such section by 5.8 per-
cent for payments attributable to portions of
cost reporting periods occurring during fis-
cal years 1996 through 2002'.
SEC. 7036. MEDICAL REVIEW PROCESS.

In order to ensure that medicare bene-
ficiaries are furnished appropriate extended
care services, the Secretary of Health and
Human Services shall establish and imple-
ment a thorough medical review process to
examine the effects of the amendments made
by this subchapter on the quality of ex-
tended care services furnished to medicare
beneficiaries. In developing such a medical
review process. the Secretary shall place a
particular emphasis on the quality of non-
routine covered services for which payment
is made under section 1888A of the Social Se-
curity Act.
SEC. 7037. REVISED SALARY EQUIVALENCE LIM•

ITS.

The Secretary of Health and Human Serv-
ices shall determine the non-routine per stay
payment amounts for each skilled nursing
facility established under section 1888A of
the Social Security Act, as added by section
7032, as if salary equivalence guidelines were
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in effect for occupational, physical, res-
pirator-y. and speech pathology therapy serv-
ices for the last 12-month cost reporting pe-
riod of the facility ending on or before Sep-
tember30. 1994.
SEC. 7038. REPORT BY PROSPECTIVE PAYMENT

ASSESSMENT COMMISSION.
Not later than October I. 1997. the Prospec-

tive Payment Assessment Commission shall
submit to Congress a report on the system
under which payment is made under the
medicare program for extended care services
furnished by skilled nursing facilities, and
shall include in the report the following:

(1) An analysis of the effect of the meth-
odology established under section 1888A of
the Social Security Act (as added by section
7032) on the payments for, and the quality of.
extended care services under the medicare
program.

(2) An analysis of the advisability of deter-
mining the aniount of payment for covered
non-routine services of facilities (as de-
scribed in such section) on the basis of the
amounts paid for such services when fur-
nished by suppliers under part B of the medi-
care program.

(3) An analysis of the desirability of main-
taining separate routine cost-limits for hos-
pital-based and freestanding facilities in the
costs of extended care services recognized as
reasonable under the medicare program.

(4) An analysis of the quality of services
furnished by skilled nursing facilities.

(5) An analysis of the adequacy of the proc-
ess and standards used to provide exceptions
to the limits described in paragraph (3).

(6) An analysis of the effect of the prospec-
tive payment methodology established under
section 889 of the Social Security Act (as
added by section 7025) on the payments for.
and the quality of. extended care services
under the medicare program. including an
evaluation of the baseline used in establish-
ing a system for payment for extended care
services furnished by skilled nursing facili-
ties.
SEC. 7038. EFFECTIVE DATE.

Except as otherwise provided in this part.
the amendments made by this part shall
apply to services furnished during cost re-
porting periods (or portions of cost reporting
periods) beginning on or after October 1. 1996.

On page 774. between lines 2 and 3. insert
the following:

(g) SOLVENCY STANDAIWS.—A medicaid
plan shall provide that any State law sol-
vency requirements that apply to private
sector health plans and providers shall apply
to the State medicaid plan and providers
under such plan.

Beginning on page 775. strike line 14 and
all that follows through page 776. line 10. and
insert the following:

• (I) SET-ASIDES—Subject to subsection
(e)—

(A) GENEi SET-ASIDE—A medicaid plan
shall provide that the amount of funds ex-
pended under the plan for medical assistance
for eligible low-income individuals wh.D have
attained retirement age for a fiscal year
shall be not less than the minimum low-in-
come-elderly percentage specified in para-
graph (2)(A) of the total funds expended
under the plan for all medical assistance for
the fiscal year.

• (B) SET-ASIDE FOR MEDICARE PREMIUM AS-
SISTANCE—A medicaid plan shall provide
that the amount of funds expended under the
plan for medical assistance for medicare
cost-sharing described in section 2171(c)(l)
for a fiscal year shall be not less than the
minimum medicare premium assistance per-
centage specified in paragraph (2) (B) of the
total funds expended under the plan for all
medical assistance for the fiscal year. The
medicaid plan shall provide priority for mak-
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ing such assistance available for targeted
low-income elderly individuals (as defined in
paragraph (3)).

(2) MINIMUM PERCENTACES.—
(A) FOR CENERAL SET-ASIDE-—The mini-

mum low-income-elderly percentage speci-
fied in this subparagraph for a State is equal
to 85 percent of the expenditures under title
XIX for medical assistance in the State dur-
ing Federal fiscal year 1995 (not including ex-
penditures for such fiscal year taken into ac-
count under subparagraph (B)) which was at-
tributable to expenditures for medical assist-
ance for mandated benefits furnished to indi-
viduals—

(i) whose eligibility for such assistance
was based on their being 65 years of age or
older; and

(ii)(I) whose coverage (at, such time)
under a State plan under title XIX was re-
quired under Federal law, or (II) who (at
such time) were residents of a nursing facil-
ity.

(B) FOR SET-ASIDE FOR MEDICARE PREMIUM
ASSISTANCE—The minimum medicare pre-
mium assistance percentage specified in this
subparagraph for a State is equal to 90 per-
cent of the average percentage of the expend-
itures under title XIX for medical assistance
in the State during Federal fiscal years 1993
through 1995 which was attributable to ex-
penditures for medical assistance for medi-
care premiums described in section
1905(p)(3)(A) for individuals whose coverage
(at such time) for such assistance for such
premiums under a State plan under title XIX
was required under Federal law.

(3) TARCE-TED LOW-INCOME ELDERLY INDI-
VIDUAL DEFINED—For purposes of this sub-
section, the term targeted low-income elder-
ly individual means an individual who has
attained retirement age and whose income
does not exceed 100 percent of the poverty
line applicable to a family of the size in-
volved.

On page 813. strike lines 4 through 10. and
insert the following:

(A) fiscal year 1996 is $97245440000;
(B) fiscal year 1997 is $102.607.730.702:
(C) fiscal year 1998 is $106712039930:

'CD) fiscal year 1999 is $ll0.980.521.527:
(E) fiscal year 2000 is $1 15.419,742.389:
(F) fiscal year 2001 is $120036532084;
(C) fiscal year 2002 is $124,837,993,367:

On page 814. strike lines 9 through 24. and
insert the following:
fiscal year 1996. subject to paragraph (4). is
109 percent of—

(i) the greatest of—
(I) the total anlount of Federal expendi-

tures (minus the amount paid under section
1923) made to such State or District under
title XIX for the 4 quarters in fiscal year
1995.

(II) 103.379859 percent of the total amount
of Federal expenditures made to such State
or District under title XIX for the 4 quarters
in fiscal year 1994. or

(III) 95 percent of the total amount of
Federal expenditures (minus the amount
paid under section 1923) made to such State
or District under title XIX for the 4 quarters
in fiscal year 1993: multiplied by

(ii) the scalar factor described in subpara-
graph (D).

Beginning on page 815. line 10. strike all
through page 816, line 13 and insert the fol-
lowing:

CD) SCALAR FACTOR—The scalar factor
under this subparagraph for fiscal year 1996
is the ratio of $89216000000 to the total
amount of Federal expenditures (minus the
amount paid under section 1923) made to all
States and the District of Columbia for the 4
quarters in fiscal year 1995.

Beginning on page 818. line 12. strike all
through page 819. line 8. and insert the fol-
lowing:
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(A) FLOOR.—
(i) IN CENERAL.—In no case shall the

amount of the State outlay allotment under
paragraph (2) for a fiscal year be less than
the greatest of—

• - (I) 102 percent of the amount of the State
outlay allotment under this subsection for
the preceding fiscal year;

-, (II) .24 percent of the pool amount for
such fiscal year: or

-. (III) in the case of a State or District
with an outlay allotment under this sub-
section for fiscal year 1998 that exceeds 103.9
percent of such States or Districts outlay
allotment for 1997. the applicable percentage.
as determined under clause (ii), of the
amount of the State outlay allotment under
this subsection for the preceding fiscal year.

(ii) APPLICABLE PERCENTACE.—The appli-
cable percentage determined under this
clause is as follows:

(1) For fiscal year 1999, 104.25 percent.
"(II) For fiscal years 2000 and 2001, 104 per-

cent.
(III) For fiscal year 2002. 103.4 percent.
(B) CEILINC.—.

'(i) IN CENERAL.—In no case shall the
amount of the State outlay allotment under
paragraph (2) for a fiscal year be greater
than the product of—

-, (I) the State outlay allotment under this
subsection for the State or the District of
Columbia for the preceding fiscal year; and

(II) the applicable percentage of the na-
tional medicaid growth percentage (as deter-
mined under subsection (b)(2)) for the fiscal
year involved.

(ii) APPLICABLE PERCENTACE.—FOr pur-
poses of clause (i)(II). the applicable percent-
age is—

'(1) for fiscal year 1997. 125.5 percent:
(II) for fiscal year 1998. 132 percent;
(III) for fiscal year 1999. 151 percent:
(IV) for fiscal year 2000. 156 percent:

'(V) for fiscal year 2001. 144 percent.
(VI) for fiscal year 2002. 146 percent.

On page 833. line 21. after 'section 2121' in-
sert '. plus any additional amount available
to such State under subsection (g) or (h)".

On page 858. before line 19, insert the fol-
lowing new subsection:

(g) CARRYOVER AMOUNTS AVAILABLE FOR
PA1ENT.—

(I) CARRYOVER OF ALLOTMENT PER-
MITrE!).—

(A) IN CENERAL—If the amount of the
payment to a State under this section for a
fiscal year does not exceed—

(i) the amount of the allotment provided
to such State under section 2121 for such fis-
cal year. plus

-. (ii) subject to subparagraph (B). the
amount available to the State for such fiscal
year (other than amounts available under
paragraph (2)) resulting from the application
of this subparagraph in the preceding fiscal
year.
then the amount of the difference shall be
added to the amount of the allotment other-
wise provided under section 2121 for the suc-
ceeding fiscal year.

- (B) MAXIMUM CARRYOVER AMOUNT—With
respect to each fiscal year. the maximum
amount of the difference described in sub-
paragraph (A) which may be added to the al-
lotment otherwise provided under section
2121 to a State may not exceed the total
amount for the 2 immediately preceding fis-
cal years of the difference in each such fiscal
year between the payment to a State under
this section and the amount of the allotment
provided under section 2121.

(2) EXCESS AMOUNTS REALLOCATED.—
(A) IN CENERAL.—The sum of the amounts

in excess of the maximum carryover
amounts determined under paragraph (l)(B)
for any fiscal year for all of the 50 States and
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the District of Columbia shall be available
for payment in such fiscal year to qualified
States on a quarterly basis as otherwise de-
termined under this section.

(B) QUALIFIED STATE—For purposes of
subparagraph (A). in the case of any fiscal
year, a qualified State is a State—

'(i) with a State outlay allotment under
section 2121 which is—

'(I) subject to the ceiling determined
under section 2121(c)(3)(B) for the fiscal year.

'(II) not subject to such ceiling or to the
floor determined under section 2121(c)(3)(A),
or

(III) subject to such floor:
(ii) which has no amount of difference a

determined under paragraph (I) for any pre.
ceding fiscal year which may be added to th
amount of the allotment provided under sec
tion 2121 for the fiscal year: and

(iii) which applies for payments under
subparagraph (A) in such manner as the Sec
retary determines.

(C) ALLOCATION RULES—For any fiscal
year. in the event the total amount of pay-
ments applied for by all qualified States
under subparagraph (B) exceeds the excess
amount available for such fiscal year under
subparagraph (A). the Secretary shall allo-
cate such payments among groups of quali-
fled States in the following order:

• (i) All qualified States described in sub-
paragraph (B)(i)(I).

(ii) All qualified States described in sub-
paragraph (B)(i)(II).

• (iii) All qualified States described in sub-
paragraph (B)(i)(III).
If such excess amount is not sufficient with
respect to any group of qualified States. the
Secretary shall allocate such payments pro-
portionately among the qualified States in
such group.

(h) ADDrnONAL AMOUNTS AVAILABLE FOR
PA1ENT. —

(1) APPROPRiATION—There is hereby au-
thorized to be appropriated and there are ap-
propriated additional amounts described in
paragraph (2) which shall be paid to the
States described in such paragraph and may
be used without fiscal year limitation.

(2) ADDrnONAL AMOUNTS DESCRiBED—The
additional amounts described in this para-
graph are as follows:

'(A) For Arizona. 63.000,000.
(B) For Florida. 25O.000.000.
(C) For Georgia. 34,000.000.
(D) For Kentucky, 76.500.000.

'(E) For South Carolina, 181.000,000.
(F) For Washington. $250000000.
(G) For Vermont. 50,0OO,000.

On page 858. line 19. strike '(g)' and insert
'(i)''.

At the end of Subtitle B of Title VII insert:
SEC. 7196: ADJUSTMENT OF POOL AMOUNTS

Notwithstanding any other provisions in
law, the Secretary shall adjust Medicaid pool
amounts in FY 1996. FY 1997, FY 2000, and FY
2001 for each state by a proportionate
amount such that total Medicaid pool
amounts in FY 1996, FY 1997. FY 2000, and FY
2001 shall not exceed the amounts provided
in section 2121(b)(1) of Social Security Act as
added by section 7191(a) of this Act.

a. reduced by $1900000000 in FY 1996. and
increased by a similar amount in the subse-
quent fiscal year: and

2b. reduced by 2.300.0OO.000 in FY 2000. and
increased by a similar amount in the subse-
quent fiscal year.

Beginning on page 889. line 20. strike all
through page 897. line 19, and insert the fol-
lowing: collected shall be paid to such indi-
vidual.

(c) EFFECTIVE DATE—Notwithstanding
any other provision of law, subsection (b)
shall be effective on and after January 1.
1996.

CONGRESSIONAL RECORD — SENATE
"SEC. 2137. REQUIREMENTS FOR NURSING FA.

CILITIES.
'(a) REQuiREMENTS FOR NIJRSINC FACILI-

TIES.—
"(1) IN CENERAL.—Subject to paragraph (2).

the provisions of section 1919. as in effect on
the day after the date of the enactment of
this title shall apply to nursing facilities
which furnish services under the State plan.

•'(2) WAIvER FOR STATES WiTH STRICTER RE-
QLThREMEr'rrS.—

(A) AUThORiTY TO SEEK WAiVER—Any
State with State law requirements for nurs-
ing facilities that, as determined by the Sec-
retary—

(i) are equivalent to or stricter than the
requirements imposed under paragraph (1):
and

(ii) contain State oversight and enforce-
ment authority over nursing facilities, in-
cluding penalty provisions, that are equiva-
lent to or stricter than such oversight and
enforcement authority in section 1919, as so
in effect.
may apply to the Secretary for a waiver of
the requirements imposed under paragraph
(1).

(B) 120-DAY APPROVAL PERIOD—The Sec-
retary shall approve or deny an application
submitted under subparagraph (A) not later
than 120 days after the date the application
is submitted.

(C) APPROVAL AFTER PUBLIC COMMENT.—
The Secretary shall approve or deny an ap-
plication for a waiver under subparagraph
(A) after providing for public comment on
such application during the 120-day approval
period.

(D) NO WAIVER OF ENFORCEMENT—A State
granted a waiver under subparagraph (A)
shall be subject to—

(i) the penalty described in subsection (b):
"(ii) suspension or termination, as deter-

mined by the Secretary, of the waiver grant-
ed under subparagraph (A) and

"(iii) any other authority available to the
Secretary to enforce the requirements of sec-
tion 1919. as so in effect.

'(b) PENALTY FOR NONCOMPLIANCE—For
any fiscal year. the Secretary shall withhold
up to but not more than 2 percent of the
State outlay allotment under section 2121(c)
for such fiscal year if the Secretary makes a
determination that a State medicaid plan
has failed to comply with a provision of sec-
tion 1919, as so in effect, or any State law re-
quirements applicable to such plan under a
waiver granted under subsection (a) (2) (A).

On page 980. between lines 2 and 3. insert
the following new sections:
SEC. 7196. STATE REVIEW OF MENTALLY ILL OR

RETARDED NURSING FACILITY RESI.
DENTS UPON CHANGE IN PHYSICAL
OR MENTAL CONDITION.

(a) STATE REVIEW ON CHANCE IN RESIDENTS
CONDITION—Section 1919(e) (7) (B) (iii) (42
U.S.C. 1396r(e)(7)(B)(iii)) is amended to read
as follows:

'(iii) REVIEW REQuiRED UPON CHANCE IN
RESIDENT'S CONDITION—A review and deter-
xnination under clause (i) or (ii) shall be con-
ducted promptly after a nursing facility has
rotified the State mental health authority
or State mental retardation or developmen-
tal disability authority, as applicable, with
respect to a mentally ill or mentally re-
tarded resident that there has been a signifi-
cant change in the residents physical or
mental condition.'.

(b) CONPORMiNC AMENDMENTS.—
(1) Section 1919(b)(3)(E) (42 U.S.C.

I296r(b)(3)(E)) is amended by adding at the
end the following new sentence: 'In addition.
a nursing facility shall notify the State men-
tl health authority or State mental retar-
dation or developmental disability author-
ity, as applicable, promptly after a signifi-
cant change in the physical or mental condi-
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tion of a resident who is mentally ill or men-
tally retarded..

(2) The heading for section 1919(e)(7)(B) (42
U.S.C. 1396r(e)(7)(B)) is amended by striking
'ANNUALS.
(3) The heading for section 1919(e)(7)(D)(i)

(42 U.S.C. 1396r(e)(7)(D)(i)) is amended by
striking •ANNUAL••
SEC. 7197. NURSE AIDE TRAINING IN NURSING

FACILITIES SUBJECT TO EXTENDED
SURVEY AND UNDER CERTAIN
OTHER CONDITIONS.

Section 1919(f)(2)(B)(iii) (I) (42 U.S.C.
1396r(f)(2)(B)(iii)(I)) is amended in the matter
preceding item (a). by striking "by or in a
nursing facility' and inserting "by a nursing
facility (or in such a facility, unless the
State determines that there is no other such
program offered within a reasonable dis-
tance. provides notice of the approval to the
State long term care ombudsman, and
assures, through an oversight effort, that an
adequate environment exists for such a pro-
gram).
SEC. 7198. MEDICARE/MEDICAID INTEGRATION

DEMONSTRATION PROJECT.
(a) DESCRIPTION OF PROJECTS.—
(1) IN CENERAL.—The Secretary of Health

and Human Services (in this section referred
to as the "Secretary') shall conduct dem-
onstration projects under this section to
demonstrate the manner in which States
may use funds from the medicare program
under title XVIII of the Social Security Act
and the medicaid program under title XXI of
such Act (in this section referred to as the
"medicare and medicaid programs") for the
purpose of providing a more cost-effective
full continuum of care for delivering services
to meet the needs of chronically-ill elderly
and disabled beneficiaries who are eligible
for items and services under such programs,
through integrated systems of care, with an
emphasis on case management, prevention.
and interventions designed to avoid institu-
tionalization whenever possible. The Sec-
retary shall use funds from the amounts ap-
propriated for the medicare and medicaid
programs to make the payments required
under subsection (d)(1).

(2) OPTION TO PARTICIPATE—A State. or a
coalition of States. may not require an indi-
vidual eiigible to receive items and services
under the medicare and medicaid programs
to participate in a demonstration project
under this section.

(b) ESTABLISHMENT—The Secretary shall
make payments in accordance with sub-
section (d) to not more than 10 States, or
coalitions of States, for the conduct of dem-
onstration projects that provide for inte-
grated systems of care in accordance with
subsection (a).

(c) APPLICATIONS—Each State. or a coali-
tion of States, desiring to conduct a dem-
onstration project under this section shall
prepare and submit to the Secretary an ap-
plication at such time, in such manner, and
containing such information as the Sec-
retary may require, including an explanation
of a plan for evaluating the project. The Sec-
retary shall approve or deny an application
not later than 90 days after the receipt of
such application.

(d) PAYMENTS.—
(I) IN CENERAL.—For each fiscal year quar-

ter occurring during a demonstration project
conducted under this section, the Secretary
shall pay to each entity designated under
paragraph (3) an amount equal to the Fed-
eral capitated payment rate determined
under paragraph (2).

(2) FEDERAL. CAPITATED PAYMENT RATE.—
The Secretary shall determine the Federal
capitated payment rate for purposes of this
section based on the anticipated Federal
quarterly cost of providing care to chron-
ically-ill elderly and disabled beneficiaries
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who are eligible for items and services under
the medicare and medicaid programs arid
who have opted to participate in a dem-
onstration project under this section.

(3) DESIGNATION OF E1'(flTY.—
(A) IN GENERAL.—Each State. or coalition

of States, shall designate entities to directly
receive the payments described in paragraph
(1).

(B) REQUIREMENT.—A State, or a coalition
of States. may not designate an entity under
subparagraph (A) unless such entity meets
the quality, solvency, and coverage stand-
ards applicable to providers of items and
services under the medicare and medicaid
programs.

(4) STATh PAYMENTS—Each State conduct-
ing, or in the case of a coalition of States.
participating in a demonstration project
under this section shall pay to the entities
designated under paragraph (3) the State per-
centage. as defined in section 1905(b) of the
Social Security Act (42 U.S.C. 1396d(b)) (as
such section is in effect on the day before the
date of the enactment of this Act), of any
items and services provided to chronically-ill
elderly and disabled beneficiaries who have
opted to participate in a demonstration
project under this section.

(5) BUDCET NEUTRALITY—The aggregate
amount of Federal payments to entities des-
ignated by a State, or coalition of States,
under paragraph (3) for a fiscal year shall not
exceed the aggregate amount of such pay-
ments that would otherwise have been made
under the medicare and medicaid programs
for such fiscal year for items and services
provided to beneficiaries under such pro-
grams but for the election of such bene-
ficiaries to participate in a demonstration
project under this section.

(e) DURATION.—
(I) IN GENERAL—The demonstration

projects conducted under this section shall
be conducted for a 5-year period, subject to
annual review and approval by the Sec-
retary.

(2) TERMINATION—The Secretary may.
with 90 days' notice, terminate any dem-
onstration project conducted under this sec-
tion that is not in substantial compliance
with the tel-ms of the application approved
by the Secretary under this section.

(f) OVERSIGI-TT.—The Secretary shall estab-
lish quality standards for evaluating and
monitoring the demonstration projects con-
ducted under this Section.

(g) REPORTS.—NOt later than 90 days after
the conclusion of a demonstration project
conducted under this section. the Secretary
shall submit to the Congress a report con-
taining the following:

(1) A description of the demonstration
project.

(2) An analysis of beneficiary satisfaction
under such project.

(3) An analysis of the quality of the serv-
ices delivered under the project.

(4) A description of the savings to the med-
icaid and medicare programs as a result of
the demonstration project.

On page 1394. after line 19. insert the fol-
lowing:
SEC. 7482. COST-0F-LIVING ADJUSTMENTS DUR-

ING FISCAL YEAR 1996.
Notwithstanding any other provision of

law, in the case of any program within the
jurisdiction of the Committee on Finance of
the United States Senate which is adjusted
for any increase in the consumer price index
for all urban wage earners and clerical work-
ers (CPI-W) for the United States city aver-
age for all items, any such adjustment which
takes effect during fiscal year 1996 shall be
equal to 2.6 percent.

Beginning on page 786. strike line 9 and all
that follows through page 788. line 6.
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COMMERCIAL AVIATION FUEL TAX
EXEMPTION

• Mr. SANTORUM. Mr. President. on
January 31, 1995. I introduced my first
bill as a U.S. Senator, 5. 3004. the Com-
mercial Aviation Fuel Tax Repeal Act.
We are now on the verge of passing a
budget which, for the first time in 26
years, will balance the Federal budget
and eliminate the Federal deficit. I am
proud to note that 5. 304 has been in-
corporated to a great extent into this
historic budget. As a result, I wish to
take this time to mention the thou-
sands of workers and the many unions
and business professionals who have
provided consistent support for this
crucial piece of legislation.

First, I wish to submit for the record
a resolution as passed by the National
Aerospace Workforce Coalition.
Throughout the debate on the aviation
fuel tax issue, I worked closely with
the National Aerospace Workforce Coa-
lition. This organization consists of
local unions and workforce associa-
tions. The coalition represents some 42
different unions in 29 States. Many of
my colleagues have received letters
and phone calls from coalition mem-
bers in their States. The coalition be-
lieves, as I do. that a commercial avia-
tion fuel tax will be extremely harmful
to America's manufacturing base.

The resolution which I have submit-
ted goes to the heart of the relation-
ship between a tax onjet fuel and com-
mercial aircraft orders, namely, that
every increase in taxes on commercial
jet fuel will be followed by more can-
cellations and deferred orders of Amer-
ican made engines and aircraft.

The labor unions supporting the re-
peal of this fuel tax include the spec-
trum of America's aerospace industrial
base. This resolution has been passed
by unions representing scientists and
engineers, production workers, as well
as unions engaged in casting and fab-
ricating the specialized metals used in
the production of modern aircraft.

Further. I wish to note that the
International Association of Machinist
and Aerospace Workers. District Lodge
141 passed a similarly worded resolu-
tion on October 24. 1995. This union rep-
resents 34.000 members at 13 airlines.
and their delegates unanimously
passed this resolution at their annual
convention.

The balanced budget which the Sen-
ate will pass shortly relieves the air-
line industry from any unfair tax, but
only for a limited time. Currently, the
House of Representatives has extended
the aviation fuel tax exemption for 2
years and the Senate shall extend it for
only 17 months. I am pleased that in
these difficult budgetary times both
Chambers have recognized not only the
unfairness of this unprecedented tax.
but the critical need to avoid further
hindering a struggling industry. How-
ever. absent outright repeal. I strongly
believe that any extension of the ex-
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emption must run for at least 2 years.
I will work hard during the House-Sen-
ate conference on the budget to ensure
that the extension extends for at least
this long. Further, it is critical for the
Congress to address broader taxation
and fee issues with respect to the air-
line industry during the next session of
the 104th Congress. I will work to hold
hearings on this issue in the spring of
1996.

The reasons for at least a 2-year ex-
tension are clear. U.S. airlines have
lost money every year since 1990. with
losses for the period totaling almost
$13 billion. Almost one-half of all
major U.S. airlines have filed for chap-
ter 11 bankruptcy protection during
the crisis, including America West.
Continental. twice, TWA, twice, East-
ern, Pan Am, and Midway. The last
three have ceased operations alto-
gether. Cumulative industry debt since
1990 has increased from $9 billion to $46
billion, and the bonds of all major U.S.
airlines are rated as junk bonds. Air-
lines are facing Government-mandated
fleet replacement costs to upgrade
fleets to quiet technology aircraft that
will exceed $15 billion a year through
the rest of the decade. Imposing a fuel
tax now, at a cost of $527 million a
year. would wreak havoc on an indus-
try struggling to survive.

In addition, the airline industry has
historically paid excise and cargo fees
in lieu of any fuel tax. These fees will
exceed $6.9 billion in 1995. Imposing a
fuel tax absent any broader effort at
reassessing these other taxes would be
both unprecedented and unfair.

Hence, for both fiscal and fairness
reasons, an extension of the aviation
fuel tax exemption is greatly needed.
While we in the Senate have taken
steps in the right direction by incor-
porating 5. 304, in part, into this year's
budget act, we must continue to ensure
that the airline industry is taxed fair-
ly. This industry is one of our Nation's
last great manufacturing gains, and its
tens of thousands of workers deserve
the right to continue to uphold Ameri-
ca's predominance in this critical in-
dustry.

I ask that the National Aerospace
Workforce Coalition resolution re-
ferred to earlier be printed in the
RECORD.

The resolution follows:
AVIATION FUEL TAX RESOLUTION

Whereas our country's airline industry has
suffered enormous losses over the last five
years. reducing airline employment by more
than 120.000 workers and forcing remaining
workers to accept reductions in wages and
benefits:

Whereas several years ago government
mandates required the airline companies to
pay excise taxes and fees in lieu of a fuel tax.
which today collectively amounts to more
than 52 cents per gallon of fuel and places
our nation's airline companies at a competi-
tive disadvantage:

Whereas there is a direct relationship be-
tween a healthy airline industry and a
healthy aerospace industry, and that only
profitable airlines can modernize their fleets
with American-built engines and aircraft to
help revive an aerospace industry already
devastated by drastic cuts in defense;
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Senate
Following is the text of HR. 2491. as

passed on October 28. 1995:
Resolved, That the bill from the House of

Representatives (HR. 2491) entitled "An Act
to provide for reconciliation pursuant to sec-
tion 105 of the concurrent resolution on the
budget for fiscal year 1996'. do pass with the
following amendment:

Strike Out all after the enacting clause and
insert:
SECTION 1. SHORT TITLE.

This Act may be cited as the 'Balanced Budg-
et Reconciliation Act of 1995".
SEC. 2. TABLE OF TITLES.

The table of titles for this Act is as follows:
Title I. Committee on Agriculture. Nutrition,

and Forestly.
Title II. Committee on Armed Services.
Title III. Committee on Banking, Housing, and

Urban Affairs.
Title IV. Committee on Commerce. Science, and

Transportation.
Title V. Committee on Energy and Natural Re-

sources.
Title VI. Committee on Environment and Public

Works.
Title VII. Committee on Finance—Spending

Control Provisions.
Title VIII. Committee on Governmental Affairs.
Title IX. Committee on the Judiciaiy.
Title X. Committee on Labor and Human Re-

sources.
Title XI. Committee on Veterans' Affairs.
Title XII. Committee on Finance—Revenue Pro-

visions.
Title XIII. Miscellaneous Provisions.

TITLE I—COMMITTEE ONAGPJCULTURE,
NWRrrION. AND FORESTRY

SEC. 100J. SHORT TITLE; TABLE OF CONTENTS.
(a) SHORT TITLE.—ThiS title may be cited as

the "Agricultural Reconciliation Act of 1995.
(b) TABLE OF CONTENTS—The table of con-

tents of this title is as follows:
Sec. 1001. Short title: table of contents.

Subtitle A—Commodity Programs
Sec. 1101. Eligibility for enrollment in annual

programs.
Sec. 1102. Rice program.
Sec. 1103. Cotton program.
Sec. 1104. Feed grain program.
Sec. 1105. Wheat program.
Sec. 1106. Milk program.
Sec. 1107. Oilseeds program.
Sec. 1108. Sugar program.

Sec. 1109. Acreage base and yield system.
Sec. 1110. Extension of related price support

provisions.
Sec. 1111. Repeal of miscellaneous authorities.
Sec. 1112. Commodity Credit Corporation inter-

est rate.
Sec. 1113. Peanut program.
Sec. 1114. Catastrophic crop insurance cov-

erage.
Sec. 1115. Savings adjustment.
Sec. 1116. Sense of the Senate regarding tax

provisions relating to ethanol.
Sec. 1117. Effective date.

Subtitle B—Conservation
Sec. 1201. Conservation.
Subtitle C—Agricultural Promotion and Export

Programs
Sec. 1301. Market promotion program.
Sec. 1302. Export enhancement program.
Sec. 1303. Export of sunflowerseed oil and cot-

tonseed oil.
Subtitle D—Nutrition Assistance

CHAPTER 1—FOOD STAMP PROGRAM

Sec. 1401. Treatment of children living at home.
Sec. 1402. Optional additional criteria for sepa-

rate household determinations.
Sec. 1403. Adjustment of thrifty food plan.
Sec. 1404. Definition of homeless individual.
Sec. 1405. State options in regulations.
Sec. 1406. Energy assistance.
Sec. 1407. Deductions from income.
Sec. 1408. Amount of vehicle asset limitation.
Sec. 1409. Benefits for aliens.
Sec. 1410. Disqualification.
Sec. 1411. Employment and training.
Sec. 1412. Income calculation.
Sec. 1413. Comparable treatment for disquali-

fication.
Sec. 1414. Cooperation with child support agen-

cies.
Sec. 1415. Disqualification for child support ar-

rears.
Sec. 1416. Permanent disqualification for par-

ticipating in 2 or more States.
Sec. 1417. Work requirement.
Sec. 1418. Disqualification of fleeing felons.
Sec. 1419. Electronic benefit transfers.
Sec. 1420. Minimum benefit.
Sec. 1421. Benefits on recertification.
Sec. 1422. Failure to comply with other welfare

and public assistance programs.
Sec. 1423. Allotments for households residing in

institutions.
Sec. 1424. Collection of overissuances.
Sec. 1425. Termination of Federal match for op-

tional information activities.

Sec. 1426. Work supplementation or support
program.

Sec. 1427. Private sector employment initiatives.
Sec. 1428. Reauthorization of appropriations.
Sec. 1429. Optional State food assistance block

grant.
Sec. 1430. Effective date.

CHAPTER 2—CHiLD NUTRITION PROGRAMS

PART I—REIMBURSEMENTRATES

Sec. 1441. Termination of additional payment
for lunches served in high free
and reduced price partidpation
schools.

Sec. 1442. Lunches, breakfasts, and supple-
ments.

Sec. 1443. Free and reduced price breakfasts.
Sec. 1444. Conforming reimbursement for paid

breakfasts and lunches.
PART If—GRANT PROGRAMS

Sec. 1451. School breakfast startup grants.
PART 1ff—OTHER AMENDMENTS

Sec. 1461. Child and adult care food program.
CHAPTER 3—ADDITIONAL SAVINGS

Sec. 1471. Earnings of students.
Sec. 1472. Standard deduction.
Sec. 1473. Vendor payments for transitional

housing counted as income.
Sec. 1474. Extending claims retention rates.
Sec. 1475. Reauthorization of Puerto Rico nutri-

tion assistance program.
Sec. 1476. Value of food assistance.
Sec. 1477. Commodity assistance.
Sec. 1478. Summer food service program for chil-

dren.
Sec. 1479. Special milk program.
Sec. 1480. Nutrition education and training pro-

grams.
Sec. 1481. Effective date.

CHAPTER 4—EFFECTIVE DATE
Sec. 1491. Effective date.

Subtitle A—Commodity Programs
SEC. 1101. ELIGIBILITY FOR ENROLLMENT IN AN-

NUAL PROGRAMS.
(a) IN GENERAL—Title III of the Agricultural

Act of 1949 (7 U.S.C. 1447 et seq.) is amended to
read as follows:

'TITLE 117—AJV2VUAL PROGRAMS FOR 1996
THROUGH 2002 CROPS

SEC. 30J. ELIGIBILITY FOR ENROLLMENT IN4N-
Nt/AL PROGRAMS.

'(a) IN GENERAL—TO be eligible for enroll-
ment in 1 or more of the annual programs estab-
lished under this title, the land on a farm must

• This "bullet" symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.

0Printed on recycled paper containing 100% post consumer waste
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Subtitle 0—Nutrition Assistance
CHAPTER i—FOOD STAMP PROGRAM

SEC. 1401. TREA TMEWT OF CHILDREN LIVING AT
HOME.

The second sentence of section 3(i) of the Food
Stamp Act of 1977 (7 usc. 2012(i)) is amended
by striking '(who are not themselves parents
living with their children or married and living
with their spouses)
SEC. 1402 OPTIONAL ADDITIONAL CRITERIA FOR

SEPAR4 TE HOUSEHOLD DETERMINA•
TIONS.

Section 3(i) of the Food Stamp Act of 1977 (7
u.s.c. 2012(i)) is amended by inserting after the
third sentence the following: 'Not withstanding
the preceding sentences, a State may establish
criteria that prescribe when individuals who live
together. and who would be allowed to partici-
pate as separate households under the preceding
sentences, shall be considered a single house-
hold. without regard to the common purchase of
food and preparation of meals.
SEC. 1403. ADJUSTMEWT OF THRIFTY FOOD PLAN.

The second sentence of section 3(o) of the
Food Stamp Act of 1977 (7 usc. 2012(o)) is
amended—

(1) by striking "and (11)" and inserting
(11)'':
(2) by inserting through October 1. 1994'

after '1990, and each October 1 thereafter'; and
(3) by inserting before the period at the end

the following: and (12) on October 1, 1995.
and each October 1 thereafter, adjust the cost of
the diet to reflect the cost of the diet, in the pre-
ceding June. and round the result to the nearest
lower dollar increment for each household size,
except that on October 1. 1995. the Secretary
may not reduce the cost of the diet in effect on
September 30. 1995".
SEC. 1404. DEFINITION OF HOMELESS INDIVID-

UAL.

Section 3(s)(2)(c) of the Food Stamp Act of
1977 (7 usc. 2012(s) (2) (a)) is amended by in-
serting for not more than 90 days' after 'tem-
porary accommodation
SEC. 1405. STATE OPTIONS IN REGULATIONS

Section 5(b) of the Food Stamp Act of 1977 (7
usc. 2014(b)) is amen ded—

(1) by striking '(b) The Secretary' and insert-
ing the following:

'(b) UNIFORM STANDARDS.—EXcept as other-
wise provided in this Act, the Secretary": and

(2) by striking No plan' and inserting Ex-
cept as otherwise provided in this Act, no plan".
SEC. 1406. ENERGYASSISTANCE

(a) IN GENERAL—Section 5(d) of the Food
Stamp Act of 1977 (7 u.s.c. 2014(d)) is amend-
ed—

(1) by striking paragraph (11); and
(2) by redesignating paragraphs (12) through

(15) as paragraphs (11) through (14), respec-
tively.

(b) CONFORMING AMENDMEJV7S. —
(1) Section 5(k) of the Act (7 u.s.c. 2014(k)) is

amended—
(A) in paragraph (1)—
(i) in subparagraph (A), by striking "plan for

aid to families with dependent children ap-
pved' and inserting "program funded'; and

(ii) in subparagraph (B). by striking . not in-
cluding energy or utility-cost assistance.

(B) in paragraph (2)—
(i) by striking subparagraph (C); and
(ii') by redesignating subpara graphs (D)

through (H) as subparagraphs (C) through (G).
respectively; and

(C) by adding at the end the following:
• (4) THIRD PARTY ENERGY ASSISTANCE PAY-

MENTS. —
• (A) ENERGY ASSISTANCE PA YMENTS. —For pur-

poses of subsection (d) (1). a payment made
under a Federal or State law to provide energy
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assistance to a household shall be considered
money payable directly to the household.

(B) ENERGY ASSISTANCE EXPENSES—For pul—
poses of subsection (e), an expense paid on be-
half of a household under a Federal or State
law to provide energy assistance shall be consid-
ered ab out-of-pocket expense incurred and piid
by the household.

(2) Section 2605(1) of the Low-Income Home
Energy Assistance Act of 1981 (42 U.S. C. 8624(f))
is amended—

(A) by striking (1)0) Notwithstanding and
inserting '(i9 Notwithstanding0:

(B) by striking food stamps, ',' and
(C) by striking paragraph (2).

SEC. 1407. DED tiC TJONS FROM JNCOME.
(a) IN GENERJL.—Section 5(e) of the Food

Stamp Act of 1977 (7 U. S.C. 2014(e)) is amend-
ed—

(l,J in the second sentence—
(A) by striking and (4,J" and inserting '(4,)'
(B) by inserting through October 1, lS94'

after 'October 1 thereafter and
(C) by inserting before the period at the end

the following: ',and (5) on October 1, 2002. and
each October 1 thereafter, the Secretaiy shall
adjust the standard deduction to the nearest
lower dollar increment to reflect changes in the
Consumer Price Index for all urban consuniers
published by the Bureau of Labor Statistics, for
items other than food, for the 12-month period
ending the preceding June 30

(2) in the third sentence, by striking 'willfully
or fraudulently' and all that follows through
'to report" and inserting "has not reported';

(3) in the seventh sentence, by striking "may
use a standard" and all that follows through
"except that a" and inserting 'may make the
use of a standard utility allowance mandatory
for all households with qualifying utility costs if
the State agency has developed 1 or more stand-
ards that include the cost of heating and cool-
ing and I or more standards that do not include
the cost of heating and cooling and the Sec-
retaly finds that the standards will not result in
an increased cost to the Secretary. A State agen-
cy that has not made the use of a standard util-
ity allowance mandatory under the preceding
sentence shall allow a household to switch, at
the end of a certification period, between the
standard utility allowance and a deduction
based on the actual utility costs of the house-
hold.A"; and

(4) by striking "A State agency shall allow a
household to switch" and all that follows
through "twelve-month period.

(b) HOMELESS SHELTER DEDUCTION. —Section
l1(e)(3) of the Act (7 U.S.C. 2020(e) (3)) is amend-
ed by striking the last 3 sentences and inserting
the following: "A State agency may develop a
standard homeless shelter deduction, which
shall not exceed $139 per month, for such ex-
penses as may reasonably be expected to be in-
curred by households in which all members are
homeless individuals but are not receiving free
shelter throughout the month. A State agency
that develops the deduction may use the deduc-
tion in determining eligibility and allotments for
the households, except that the State agency
may prohibit the use of the deduction for house.
holds with extremely low shelter costs:.
SEC. 1408. AMOUNT OF VEHJCLE ASSET LJMJTA-

TJON.
The first sentence of section 5(g)(2) of the

Food Stamp Act of 1977 (7 U.S.C. 2014(g) (2)) is
amended by striking 'through September 30,
1995' and all that follows through "such date
and on" and inserting 'and shall be adjusted
on October L 1996, and".
SEC. 1409. BENEFITS FOR ALJENS.

Section 5(i) of the Food Stamp Act of 1977 (7
U.S.C. 2014(i)) is amended—

(I) in the first sentence of paragraph (I)—
(A) by inserting 'or who executed such an af-

fidavit or similar agreement to enable the indi-
vidual to lawfully remain in the United States."
after 'respect to such individual, ": and
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(B) by striking 'for a period" and all that fol-

lows through the period at the end of the sen-
tence and inserting 'until the end of the period
ending on the later of the date agreed to in the
affidavit or agreement or the date that is 5 years
after the date on which the individual was first
lawfully admitted into the United States follow-
ing the execution of the affidavit or agree-
ment.

(2) in paragraph (2)—
(A) in the first sentence of subparagraph

(C) (i), by striking of three years after entry
into the United States" and inserting 'deter-
mined under paragraph (I)

(B) in the first sentence of subparagraph (D).
by striking 'of three years after such alien's
ently into the United States" and inserting de-
termined under paragraph (1) ' and

(C) by adding at the end the following:
"(F) LIMITATION ON MEASUcEMENT OF' A7TRIB-

UTED INCOME AND RESOURCES. —
(i) IN GENERAL—Notwithstanding any other

provision of this subsection, if a determination
described in clause (ii) is made, the amount of
income and resources of the sponsor or the spon-
sor '5 spouse that shall be attributed to the spon-
sored individual shall not exceed the amount ac-
tually provided to the individual, for—

(I) the 12-month period beginning on the
date of the determination; or

(II) if the address of the sponsor is unknown
to the sponsored individual on the date of the
determination, the 12-month period beginning
on the date the address becomes known to the
sponsored individual or to the Secretaiy (who
shall inform the individual of the address not
later than 7 days after learning the address).

'(ii) DETERMINATION. —The determination de-
scribed in this clause shall be a determination
by the Secretary that a sponsored individual
would, in the absence of the assistance provided
by this Act, be unable to obtain food, taking
into account the individual's own income, plus
any cash, food, housing. or other assistance
provided by other individuals, including the
sponsor. "; and

(3) by adding at the end the following:
'(3) ThEA TME,'rT OF' NONCITIZENS. —
'(A) IN GENERAL—Notwithstanding any other

provision of law, a noncitizen who has entered
into the United States on or after the date of the
enactment of this paragraph shall not, during
the 5-year period beginning on the date of the
noncitizen '5 entiy into the United States, be eli-
gible to receive any benefits under this Act.

'(B) EXCEPTIONS—Subparagraph (A) shall
not apply to any individual who is—

'(i) a noncidzen granted asylum under sec-
tiOn 208 of the Immigration and Nationality Act
(8 U.S.C. 1158) or whose deportation has been
withheld under section 243(h) of the Act (8
U.S.C. 1253(b)) for a period of not more than S
years after the date the noncitizen arrived in
the United States;

"(ii) a noncitizen admitted to the United
States as a refugee under section 207 of the Act
(8 U.S.C. 1157) for not more than 5 years after
the date the noncitizen arrived in the United
States,' or

(iii) a noncitizen, lawfully present in any
State (or any territoly or possession of the Unit-
ed States), who is—

"(I) a veteran (as defined in section 101 of
title 38, United States Code) with a discharge
charactenzed as an honorable discharge and
not on account of alienage; or

'(II) the spouse or unmarried dependent child
of a veteran described in subcla use (I).
SEC. 1410. DISQUALJFJCA TJON.

(a) IN GENERAL. —Section 6(d) of the Food
Stamp Act of 1977 (7 U.S.C. 2015(d)) is amend-
ed—

(1) by striking '(d) (1) Unless otherwise ex-
empted by the provisions" and all that follows
through shall be ninety days. The" and insert-
ing the following:

'(d) CONDITIONS OF' PARTICIPATION.—
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"(1) WORK REQUIREMENTS. —
"(A) IN GENERAL—No physically and men-

tally fit individual over the age of 15 and under
the age of 60 shall be eligible to participate in
the food stamp program if the individual—

(1) refuses, at the time of application and
evely 12 months thereafter, to register for em-
ployment in a manner prescribed by the Sec-
retaly,'

'(ii) refuses without good cause to participate
in an employment and training program under
paragraph (4), to the extent required by the
State agency;

'(iii) refuses without good cause to accept an
offer of employment, at a site or plant not sub-
ject to a strike or lockout at the time of the re-
fusal, at a wage not less than the higher of—

'(I) the applicable Federal or State minimum
wage; or

"(II) 80 percent of the wage that would have
governed had the minimum hourly rate under
section 6(a) (1) of the Fair Labor Standards Act
of 1938 (29 U.S.C. 206(a)(l)) been applicable to
the offer of employment;

"(iv) refuses without good cause to provide a
State agency with sufficient information to
allow the State agency to determine the employ-
ment status or the job availability of the indi-
vidual:

'fr) voluntarily and without good cause—
"(I) quits ajob; or
"(II) reduces work effort and, after the reduc-

tion, the individual is working less than 30
hours per week: or

"(vi) fails to comply with section 20.
"(B) HOUSEHOLD INELIGIBILITY—If an indi-

vidual who is the head of a household becomes
ineligible to participate in the food stamp pro-
grain under subparagraph (A). the household
shall, at the option of the State agency, become
ineligible to participate in the food stamp pro-
gram for a period, determined by the State agen-
cy. that does not exceed the lesser of—

(i) the duration of the ineligibility of the in-
dividual determined under subparagraph (C); or

"(ii) 180 days.
"(C) DURATION OF' INELIGIBILITY. —
'(i) FIRST VIOLATION—The first time that an

individual becomes ineligible to participate in
the food stamp program under subparagraph
(A), the individual shall remain ineligible until
the later of—

'(1) the date the individual becomes eligible
under subparagraph (A);

"(II) the date that is 1 month after the date
the individual became ineligible; or

"(III) a date determined by the State agency
that is not later than 3 months after the date
the individual became ineligible.

"(ii) SECOND VIOLATION. — The second time
that an individual becomes ineligible to partici-
pate in the food stamp program under subpara-
graph (A), the individual shall remain ineligible
until the later of—

"(I) the date the individual becomes eligible
under subparagraph (A),'

'(II) the date that is 3 months after the date
the individual became ineligible; or

'1111) a date determined by the State agency
that is not later than 6 months after the date
the individual became ineligible.

(iii) THIRD OR SUBSEQUENT VIOLATION—The
third or subsequent time that an individual be-
comes ineligible to participate in the food stamp
program under subparagraph (A), the individ-
ual shall remain ineligible until the later of—

(I) the date the individual becomes eligible
under subparagraph (A);

"(II) the date that is 6 months after the date
the individual became ineligible.'

"(III) a date determined by the State agency:
or

"(IV) at the option of the State agency. per-
manently.

"(D) OTHER CONDrnONS.—The"; and
(2) in paragraph (1), by striking 'Any period

of ineligibility" and all that follows through
"violated.
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(b) CONFORMING AMENDMEI'rr. —
(1) The second sentence of section 17(b) (2) of

the Act (7 U.S.C. 2026(b) (2)) is amended by strik
ing '6(d) (1) (1)" and inserting

(2) Section 20 of the Act (7 U.S.C. 2029) is
amen ded by striking subsection (17 and inserting
the following:

(0 DISQUALIFICATION—An individual or a
household may become ineligible under section
6(d) (1) to participate in the food stamp program
for failing to comply with this section.
SEC. 1411. EMPLOYMENT ANI) TRAINING.

(a) IN GENERAL—Section 6(d) (4) of the Food
Stamp Act of 1977(7 U.S.C. 2015(d) (4)) is amend-
ed by adding at the end the following:

'(0) LIMITATION ON FUNDING.—Not withstand-
ing any other provision of this paragraph, the
amount of funds a State agency uses to carry
Out this paragraph (including under subpara-
graph (I)) for participants who are receiving
benefits under a State program funded under
part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) shall not exceed the amount
of funds the State agency used in fiscal year
1995 to carry out this paragraph for participants
who were receiving benefits in fiscal year 1995
under a State program funded under part A of
title IV of the Act (42 U.S.C. 601 et seq.).

(b) FUNDING—Section 16(h) of the Act 7
U.S.C. 2025(h)) is amended by striking
"(h)(l)(A) The Secretary' and all that follows
through the end of paragraph (I) and inserting
the following:

'(h) FUNDING OF EMPLOYMEIVT AND TRAINING
PROGRAMS. —

'(1) IN GENERAL.—
"(A) AMOUNTS.—To carry out employment

and training programs, the Secretary shall re-

serve for allocation to State agencies from funds

made available for each fiscal year under sec-

tion 18(a)(1) the amount of—
(i) for fiscal year 1996, $77,000,000;

'(ii) for fiscal year 1997. 380.000,000;
'(iii) for fiscal year 1998. $83,000. 000;
'(iv) for fiscal year 1999. $86,000,000:
(v) for fiscal year 2000. $89000. 000;

'(vi) for fiscal year 2001. $92,000,000; and
'(vii) for fiscal year 2002, $95,000,000.
(B) ALLOCATION—The Secretary shall allo-

cate the amounts reserved under subparagraph
(A) among the State agencies using a reasonable
formula (as determined by the Secretary) that
gives consideration to the population in each
State affected by section 6(n).

'(C) REALLOCATION.—
'(1) NOTIFICATION—A State agency shall

promptly notify the Secretary if the State agen-

cy determines that the State agency will not ex-
pend all of the funds allocated to the State
agency under subparagraph (B).

"(ii) REALLOCATION—On notification under
clause (i), the Secretary shall reallocate the
funds that the State agency will not expend as
the Secretary considers appropriate and equi-
table.

'(D) MINIMUM ALLOCATION—Not withstand-
ing subparagraphs (A) through (C). the Sec-
retary shall ensure that each State agency oper-
ating an employment and training program
shall receive not less than $50,000 for each fiscal
year.
SEC. 1412. INCOME CALCUL4TION.

Section 6(1) of the Food Stamp Act of 1977 (7
U.S.C. 2015(1)) is amended by striking the third
sentence and inserting the following: 'The State
agency may consider either all income and fi-
nancial resources of the individual rendered in-
eligible to participate in the food stamp program
under this subsection, or the income, less a pro
rata share, and the financial resources of the
ineligible individual, to determine the eligibility
and the value of the allotment of the household
of which the individual is a member.
SEC. 1413. COMPARABLE TREATMENT FOR 015-

QU4LJFICA TION.
(a) IN GENERAL. —Section 6 of the Food Stamp

Act of 1977 (7 U.S.C. 2015) is amended by adding
at the end the following:
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'(i) COMPARABLE TREATMEJVT FOR DISQUALI-

FICATION.—
'(I) IN GENERAL. —If a disqualification is im-

posed on a member of a household for a failure
of the member to perform an action required
under a Federal, State. or local law relating to
a welfare or public assistance program, the
State agency may impose the same disqualifica-
tion on the member of the household under the
food stamp program.

"(2) APPLICATION AFTER DISQUALIFICATION PE-
RiOD. —A member of a household disqualified
under paragraph (I) may. after the disqualifica-
tion period has expired, apply for benefits under
this Act and shall be treated as a new applicant,
except that a prior disqualification under sub-
section (d) shall be considered in determining
eligibility.

(b) CONFORMING AMENDMEVT. —Section
6(d)(2)(A) of the Act (7 U.S.C. 2015(d)(2)(A)) is
amended by striking 'that is comparable to a re-

quirement of paragraph (I)
SEC. 1414. COOPERATION WITH CHILD SUPPORT

AGENCIES.
Section 6 of the Food Stamp Act of 1977 (7

U.S.C. 2015) (as amended by section 1413) is fur-
ther amended by adding at the end the follow-
ing:

'(i) CUSTODIAL PAREJVT'S COOPERATION WITH
CHILD SUPPORT AGENCIES. —

"(1) IN GENERAL—At the option of a State
agency. subject to paragraphs (2) and (3), no
natural or adoptive parent or other individual
(collectively referred to in this subsection as 'the
individual') who is living with and exercising
parental control over a child under the age of 18
who has an absent parent shall be eligible to
participate in the food stamp program unless the
individual cooperates with the State agency ad-
ministering the program established under part
D of title IV of the Social Security Act (42
U.S.C. 651 et seq.)—

(A) in establishing the paternity of the child
(if the child is born out of wedlock); and

'(B) in obtaining support for—
(i) the child; or

"(ii) the individual and the child.
"(2) GOOD CAUSE FOR NONCOOPERATION.—

Paragraph (1) shall not apply to the individual
if good cause is found for refusing to cooperate,
as determined by the State agency in accord-
ance with standards prescribed by the Secretary
in consultation with the Secretary of Health
and Human Services. The standards shall take
into consideration circumstances under which
cooperation may be against the best interests of
the child.

'(3) FEES. —Paragraph (1) shall not require
the payment of a fee or other cost for services
provided under part D of title IV of the Social
Security Act (42 U.S.C. 651 et seq.).
SEC. 1415. DISQUALIFICATION FOR CI-IILD SUP-

PORT ARREA.RS.
Section 6 of the Food Stamp Act of 1977 (7

U.S.C. 2015) (as amended by section 1414) is fur-
ther amended by adding at the end the follow-
ing:

(k) DISQUALIFICATION FOR CHILD SUPPORT
ARREARS. —

"(1) IN GENERAL—At the option of a State
agency, except as provided in paragraph (2), no
individual shall be eligible to participate in the
food stamp program as a member of any house-
hold during any month that the individual is
delinquent in any payment due under a court
order for the support of a child of the individ-
ual.

"(2) EXCEPTIONS—Paragraph (1) shall not
apply if—

(A) a court is allowing the individual to
delay payment; or

"(B) the individual is complying with a pay-
ment plan approved by a court or the State
agency designated under part D of title IV of
th Social Security Act (42 U.S.C. 651 et seq.) to
provide support for the child of the individ-
ual.
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SEC. 1416. PERMANENT DISQUALIFICATION FOR

PARTICIPATING IN 2 OR MORE
STA TES.

Section 6 of the Food Stamp Act of 1977 (7
U.S.C. 2015) (as amended by section 1415) is fur-
ther amended by adding at the end the follow-
ing:

"(I) PERMANENT DISQUALIFICATION FOR PAR-
TICIPATING IN 2 OR MORE STATES—An individ-
ual shall be permanently ineligible to partici-
pate in the food stamp program as a member of
any household if the individual is found by a
State agency to have made. or is convicted in
Federal or State court of having made, a fraud-
ulent statement or representation with respect to
the place of residence of the individual in order
to receive benefits simultaneously from 2 or more
States under the food stamp program.
SEC. 1417. WORK REQUIREMENT.

(a) IN GENERAL—Section 6 of the Food Stamp
Act of 1977 (7 U.S.C. 2015) (as amended by sec-
tion 1416) is further amended by adding at the
end the following:

"(m) WORK REQUIREMENT. —
"(I) DEFINITION OF WORK PROGRAM. —In this

subsection, the term work program' means—
"(A) a program under the Job Training Part.

nershipAct (29 U.S.C. 1501 etseq.),
"(B) a program under section 236 of the Trade

Act of 1974 (19 U.S.C. 2296); or
'(C) a program of employment or training op-

erated or supervised by a State or political sub-
division of a State that meets standards ap-
proved by the Governor of the State. including
a program under subsection (d)(4) other than a
job search program or a job search training pro-
grain under clause (I) or (ii) of subsection
(d)(4) (B).

"(2) WORK REQUIREMENT—Except as other-
wise provided in this subsection, no individual
shall be eligible to participate in the food stamp
program as a member of any household if dur-
ing the preceding 12-month period, the individ-
ual received food stamp benefits for not less
than 6 months during which the individual did
not—

"(A) work 20 hours or more per week, aver-
aged monthly; or

"(B) participate in and comply with the re-
quirements of a work program for 20 hours or
more per week, as determined by the State agen-
cy.

'(3) EXCEPTIONS—Paragraph (2) shall not
apply to an individual if the individual is—

'(A) under 18 or over 50 years of age;
(B) medically certified as physically or men-

tally unfit for employment;
'(C) a parent or other member of a household

with responsibility for a dependent child: or
'(D) otherwise exempt under subsection

(d)(2)..
'(4) WAIVER. —On the request of a State agen-

cy, the Secretary may waive the applicability of
paragraph (2) to any group of individuals in the
State if the Secretary makes a determination
that the area in which the individuals reside—

"(A) has an unemployment rate of over 8 per-
cent; or

(B) does not have a sufficient number ofjobs
to provide employment for the individuals.

(b) TRANSITION PROVISION. —Prior to October
1, 1996, the term 'preceding 12-month period' in
section 6(m) (2) of the Food Stamp Act of 1977 (as
added by subsection (a)) means the preceding
period that begins on October 1, 1995.
SEC. 1418. DISQUALIFICATION OF FLEEING FEL-

ONS.
Section 6 of the Food Stamp Act of 1977 (7

U.S.C. 2015) (as amended by section 1417) is fur-
ther amended by adding at the end the follow-
ing:

(n) DISQUALIFICATION OF FLEEING FELONS. —
No member of a household who is otherwise eli-
gible to participate in the food stamp program
shall be eligible to participate in the program as
a member of that or any other household during
any period during which the individual is—

'(1) fleeing to a void prosecution, or custody
or confinement after conviction, under the laws
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of the place from which the individual flees, for
a crime, or attempt to commit a crime, which is
a felony under the laws of the place from which
the individual flees, or which, in the case of the
State of New Jersey. is a high misdemeanor
under the laws of the State; or

'(2) violating a condition of probation or pa-
role imposed under a Federal or State law.
SEC. 1419, ELECTRONIC BENEFIT TRANSFERS.

Section 7 of the Food Stamp Act of 1977 (7
U.S.C. 2016) is amended by adding at the end
the following:

'0) ELECTRONIC BEWEFIT TRANSFERS. —
a) APPLICABLE LA W.—
(A) IN GENERAL. —Disclosures, protections,

responsibilities, and remedies established by the
Federal Reserve Board under section 904 of the
Electronic Fund Transfer Act (15 U.S.C. 1693b)
shall not apply to benefits under this Act deli v-
ered through any electronic benefit transfer sys-
tem.

"(E) DEFINITION OF ELECTRONIC BENEFrT
TRANSFER SYSTEM—In this paragraph, the term
electronic benefit transfer system' means a sys-
tem under which a governmental entity distrib-
utes benefits under this Act or other benefits or
payments by establishing accounts to be
accessed by recipients of the benefits electroni-
cally, including through the use of an auto-
mated teller machine, a point-of-sale termi,7al,
or an intelligent benefit card.

"(2) CHARGING FOR ELECTRONIC BENEFiT
TRANSFER CARD REPLACEMENT. —

'(A) IN GENERAL—A State agency may charge
an individual for the cost of replacing a lost or
stolen electronic benefit transfer card.

'(B) REDUCING ALLOTMENT. —A State agency
may collect a charge imposed under subpara-
graph (A) by reducing the monthly allotment of
the household of which the individual is a mem-
ber.
SEC. 1420. MINIMUM BENEFIT

The proviso in section 8(a) of the Food Stamp
Act of 1977 (7 U.S.C. 2017(a)) is amended by
striking '. and shall be adjusted" and all that
follows through
SEC. 1421. BENEFITS ON RECERTIFICATION.

Section 8(c)(2)(B) of the Food Stamp Act of
1977 (7 U.S.C. 2017(c) (2) (B)) is amended by strik-
ing 'of more than one month.
SEC. 1422. FAILURE TO COMPLY WITH OTHER

WELFARE AND PUBLIC ASSISTANCE
PROGRAMS.

Section 8 of the Food Stamp Act of 1977 (7
U.S. C. 2017) is amended by striking subsection
(d) and inserting the following:

'(d) REDUCTION OF PUBLIC ASSISTANCE BENE-
FITS. —If the benefits ofa household are reduced
under a Federal, State. or local law relating to
a welfare or public assistance program for the
failure to perform an action required under the
law or program, for the duration of the reduc-
tion—

'(1) the household may not receive an in-
creased allotment as the result of a decrease in
the income of the household to the extent that
the decrease is the result of the reductior; and

"(2) the State agency may reduce the allot-
ment of the household by not more than 25 per-
cent.
SEC. 1423. ALLOTMENTS FOR HOUSEHOLDS RE-

SIDING IN 1NSTITLIfIONS.
Section 8 of the Food Stamp Act of 1977 (7

U.S. C. 2017) is amended by adding at tbe end
the following:

'(I) ALLOTMEN7S FOR HOUSEHOLDS RESIDING
IN INSTITUTIONS—In the case of an individual
who resides in a homeless shelter, or in an insti-
tution or center for the purpose of a drug or al-
coholic treatment program, described in the last
sentence of section 3(i), a State agency may pro-
vide an allotment for the individual to—

'(1) the institution as an authorized rep-
resentative for the individual for a period that
is less than I month; and

(2) the individual, if the individual leaves
the institution.

SEC. 1424. COLLECTION OF OVERISSUANCES.
(a) IN GENERAL. —Section 13 of the Food

Stamp Act of 1977 (7 U.S. C. 2022) is amended—'
(I) by striking subsection (b) and inserting the

following:
(b) COLLECTION OF OVERISSUANCES. —
'(I) IN GENERAL. —Except as otherwise pro-

vided in this subsection, a State agency shall
collect any overissuance of coupons issued to a
household by—

"(A) reducing the allotment of the household;
'(B) withholding unemployment compensa-

tion from a member of the household under sub-
section (c),

"(C) recovering from Federal pay or a Federal
income tax refund under subsection (d); or

'(D) any other means.
"(2) CoST EFFECTIVENESS. —Paragraph (I)

shall not apply if the State agency demonstrates
to the satisfaction of the Secretary that all of
the means referred to in paragraph (I) are not
cost effective.

'(3) HARDSHIPS. —A State agency may not use
an allotment reduction under paragraph (l)(A)
as a means of collecting an overissuance from a
household if the allotment reduction would
cause a hardship on the household, as deter-
mined by the State agency.

"(4) MAXIMUM REDUCTION ABSENT FRAUD.—If
a household received an overissuance of cou-
pons without any member of the household
being found ineligible to participate in the pro-
gram under section 6(b)(l) and a State agency
elects to reduce the allotment of the household
under paragraph (l)(A), the State agency shall
reduce the monthly allotment of the household
under paragraph (I) (A) by the greater of—

"(A) 10 percent of the monthly allotment of
the household; or

"(B) $10.
"(5) PROCEDURES—A State agency shall col-

lect an overissuance of coupons issued to a
household under paragraph (I) in accordance
with requirements established by the State agen-
cy for providing notice, electing a means of pay-
ment, and establishing a time schedule for pay-
ment. '; and

(2) in subsection (d)—
(A) by striking "as determined under sub-

section (b) and except for claims arising from an
error of the State agency." and inserting ", as
determined under subsection (b)(l). "; and

(B) by inserting before the period at the end
the following: "or a Federal income tax refund
as authorized by section 3720A of title 31, United
States Code".

(b) CONFORMING AMENDMEWT. —Section
11 (e)(8) of the Act (7 U.S.C. 2020(e) (8)) is amend-
ed—

(1) by striking "and excluding claims" and all
that follows through "such section' and

(2) by inserting before the semicolon at the
end the following: "or a Federal income tax re-
fund as authorized by section 3720A of title 31,
United States Code".
SEC. 1425. TERMINATION OF FEDERAL M4 TCH

FOR OPTIONAL INFORMATION AC-
TIVITIES.

(a) IN GENERAL—Section 16(a) of the Food
Stamp Act of 1977 (7 U.S.C. 2025(a)) is amend-
ed—

(1) by striking paragraph (4): and
(2) by redesignating paragraphs (5) through

(8) as paragraphs (4) through (7). respectively.
(b) CONFORMING AMENDMENT. —Section 16(g)

of the Act (7 U.S.C. 2025(g)) is amended bystrik-
ing "an amount equal to" and all that follows
through "1991. of' and inserting "the amount
provided under subsection (a)(5) for".
SEC. 1426. WORK SUPPLEMENTATION OR SUP-

PORT PROGRAM.
Section 16 of the Food Stamp Act of 1977 (7

U.S. C. 2025) is amended by adding at the end
the following:

(k) WORK SUPPLEMENTATION OR SUPPORT
PROGRAM, —

"(1) DEFINITION. —In this subsection, the term
work supplementation or support program'

October 30, 1995
means a program in which, as determined by the
Secretary, public assistance (including any ben-
efits provided under a program established by
the State and the food stamp program) is pro-
vided to an employer to be used for hiring and
employing a new employee who is a public as-
sisiance recipient.

"(2) PROGRAM—A State agency may elect to
use amounts equal to the allotment that would
otherwise be allotted to a household under the
food stamp program, but for the operation of
this subsection, for the purpose of subsidizing or
supporting jobs under a work supplementation
or support program established by the State.

"(3) PROCEDURE—If a State agency makes an
election under paragraph (2) and identifies each
household that participates in the food stamp
program that contains an individual who is par-
ticipating in the work supplementation or sup-
port program—

"(A) the Secretary shall pay to the State
agency an amount equal to the value of the al-
lotment that the household would be eligible to
receive but for the operation of this subsection;

"(B) the State agency shall expend the
amount paid under subparagraph (A) in accord-
ance with the work supplementation or support
program in lieu of providing the allotment that
the household would receive but for the oper-
ation of this subsection;

"(C) for purposes of—
'(i) sections 5 and 8(a), the amount received

under this subsection shall be excluded from
household income and resources; and

"(ii) section 8(b), the amount received under
this subsection shall be considered to be the
value of an allotment provided to the household;
and

'tV) the household shall not receive an allot-
ment from the State agency for the period dur-
ing which the member continues to participate
in the work supplementation or support pro-
gram.

"(4) MAXIMUM LENGTh! OF PARTICIPATION. —A
work supplementation or support program may
not allow the participation of any individual for
longer than 1 year, unless the Secretary ap-
proves a longer period.
SEC. 1427. PRIVATE SECTOR EMPLOYMENT INI-

TL4TIVES.
Section 17 of the Food Stamp Act of 1977 (7

US. C. 2026) is amended by adding at the end
the following:

"(m) PRIVATE SECTOR EMPLOYMENT INITIA -
TIVES. —

"(1) ELECTION TO PARTICIPA TE. —
"(A) IN GENERAL. —Subject to the other pro vi-

sions of this subsection, a State may elect to
carry out a private sector employment initiative
program under this subsection.

"(B) REQUIREMENT. —A State shall be eligible
to carry out a private sector employment initia-
tive under this subsection only if not less than
50 percent of the households that received food
stamp benefits during the summer of 1993 also
received benefits under a State program funded
under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) during the summer of
1993.

"(2) PROCEDURE—A State that has elected to
carry out a private sector employment initiative
under paragraph (1) may use amounts equal to
the food stamp allotments that would otherwise
be allotted to a household under the food stamp
program, but for the operation of this sub-
section, to provide cash benefits in lieu of the
food stamp allotments to the household if the
household is eligible under paragraph (3).

"(3) ELIGIBILITY. —A household shall be eligi-
ble to receive cash benefits under paragraph (2)
if an adult member of the household—

"(A) has worked in unsubsidized employment
in the private sector for not less than the pre-
ceding 90 days;

"(B) has earned not less than $350 per month
from the employment referred to in subpara-
graph (A) for not less than the preceding 90
days;
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'(C)(i) is eligible to receive benefits under a

State program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.); or

'(ii) was eligible to receive benefits under a
State program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.) t
the time the member first received cash benefits
under this subsection and is no longer elgib!e
for the State program because of earned income;

(D) is continuing to earn not less than $350
per month from the employment referred to iii
subparagraph (A): and

(E) elects to receive cash benefits in lieu of
food stamp benefits under this subsection.
SEC. 1428. REAUTHORIZATION OF APPROPRIA-

TIONS.
The lust sentence of section 18(a) (1) of thi

Food Stamp Act of 1977 (7 U.S.C. 2027aHl)) is
amended by striking '1995" and insertinjf
2O02".

SEC. 1429. OPTIONAL STATE FOOD ASSISTANCE
BLOCK GRANT.

The Food Stamp Act of 1977 (7 U.S.C. 2011 et
seq.) is amended by adding at the end the fol.-
lowing:
SEC. 24. OPTIONAl. STATE FOOD ASSISTANCE

BLOCK GRANT.
(a) ESTABLISHMENT.—The Secretary shall es-

tablish a program to make grants to States in
accordance with this section to provide—

'(1) food assistance to needy individuals and
families residing in the State:

(2) at the option of a State. wage subsidies
and payments in return for work for needy indi-
viduals under the program;

'(3) funds to operate an employment and
training program under subsection (g)(2) for
needy individuals under the program and

• '(4) funds for administrative costs incurred in
providing the assistance.

(b) ELECTION.—
(1) IN GENERAL—A State may elect to par-

ticipate in the program established under sub-
section (a).

'(2) ELECTION REVOCABLE.—A State that
elects to participate in the program established
under subsection (a) may subsequently reverse
the election of the State only once thereafter.
Following the reversal, the State shall only be
eligible to participate in the food stamp program
in accordance with the other sections of this Act
and shall not receive a block grant under this
section.

"(3) PROGRAM EXCLUSIVE—A State that is
participating in the program established under
subsection (a) shall not be subject to, or receive
any benefit under, this Act except as provided
in this section.

(c) LEAD AGEJVCY.—
'(1) DESIGNATION. —A State desiring to par-

ticipate in the program established under this
section shall designate. in an application sub-
mitted to the Secretary under subsection (d) (1),
an appropriate State agency that complies with
paragraph (2) to act as the lead agency for the
State.

'(2) DUTIES—The lead agency shall—
'(A) administer, either directly. through other

State agencies, or through local agencies, the
assistance received under this section by the
State:

(B) develop the State plan to be submitted to
the Secretary under subsection (d)(1); and

(C) coordinate the provision of food assist-
ance under this section with other Federal.
State. and local programs.

d) APPLICATION AND PLAN. —
0) .4PPLICATION.—To be eligible to receive

assistance under this section. a State shall pre-
pare and submit to the Secretary an application
at such time, in such manner, and containing
such information as the Secretary shall by regu-
lation require, including—

(A) an assurance that the State will comply
with the requirements of this section:

'(B) a State plan that meets the requirements
of paragraph (3); and
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'(C) an assurance that the State will comply

with the requirements of the State plan under
paragraph (3).

'(2) ANNUAL PLAN—The State plan contained
in the application under paragraph (1) shall be
submitted for approval annually.

(3) REQUIREMENTS OF PLAN. —
'(A) LEAD AGEJVCY.—The State plan shall

identify the lead agency.
'(B) USE OF BLOCK GRANT FUNDS—The State

plan shall provide that the State shall use the
amounts provided to the State for each fiscal
year under this section—

'(i) to provide food assistance to needy indi-
viduals and families residing in the State. other
than residents of institutions who are ineligible
for food stamps under section 3(i):

'(ii) at the option of a State. to provide wage
subsidies or workfare under section 20(a) (except
that any reference in section 20(a) to an allot-
ment shall be considered a reference to the food
assistance or benefits in lieu of food assistance
received by an individual or family during a
month under this section) for needy individuals
and families participating in the program;

'(iii') to administer an employment and train-
ing program under subsection ) (2) for needy
individuals under the program and to provide
reimbursements to needy individuals and fami-
lies as would be allowed under section 16(h)(3);
and

'(iv) to pay administrative costs incurred in
providing the assistance.

'(C) ASSISTANCE FOR EiWYRE STA TE. —The
State plan shall provide that benefits under this
section shall be available throughout the entire
State.

'(D) NOTICE AND HEARINGS—The State plan
shall provide that an individual or family who
applies for. or receives, assistance under this
section shall be provided with notice of; and an
opportunity for a hearing on. any action under
this section that adversely affects the individual
or family.

'(E) OTHER ASSISTANCE. —
'(i) COORDINATION—The State plan may co-

ordinate assistance received under this section
with assistance provided under the State pro-
gram funded under part A of title IV of the So-
cial Security Act (42 U.S.C. 601 et seq.).

'(ii) PENALTIES—If an individual or family is
penalized for violating part A of title IV of the
Act, the State plan may reduce the amount of
assistance provided under this section or other-
wise penalize the individual or family.

'(F) ELIGIBILrrY LIMITATIONS—The State
plan shall describe the income and resource eli-
gibility limitations that are established for the
receipt of assistance under this section.

'(C) RECEIVING BENEFITS IN MORE THAP' I JU-
PJSDICTION.—The State plan shall establish a
system to verify and otherwise ensure that no
individual or family shall receive benefits under
this section in more than 1 jurisdiction within
the State.

(71) PRIVACY.—The State plan shall provide
for safeguarding and restricting the use and dis-
closure of information about any individual or
family receiving assistance under this section.

'(I) OTHER INFORMATION—The State plan
shall contain such other information as may be
required by the Secretary.

(4) APPROVAL OF APPLICATION AI'ID PLAN.—
The Secretary shall approve an application and
State plan that satisfies the requirements of this
section.

"(e) LIMITATIONS ON STATE ALLOTMENTS.—
0) NO INDIVIDUAL OR FAMILY EWTITLEMENT

TO ASSISTANCE. —Nothing in this section —
• (A) entitles any individual or family to as-

sistance under this section; or
'(B) limits the right of a State to impose addi-

tional limitations or conditions on assistance
under this section.

'(2) CONSTRUCTION OF FACILITIES—No funds
made available under this section shall be ex-
pnded for the purchase or improvement of
land, or for the purchase. construction, or per-
rijanent improvement of any building or facility.
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(f) BENEFITS FOR AUEJVS. —
(1) ELIGIBILITY—NO individual shall be eli-

gible to receive benefits under a State plan ap-
proved under subsection (d) (4) if the individual
is not eligible to participate in the food stamp
program under section 6(1).

'(2) INCOME—The State plan shall provide
that the income of an alien shall be determined
in accordance with section 5(i).

(g) EMPLOYMEArT AND TRAINING. —
'(1) WORK REQUIREMENTS. —No individual or

member of a family shall be eligible to receive
benefits under a State plan funded under this
section if the individual is not eligible to partici-
pate in the food stamp program under sub-
section (d) or (m) of section 6.

(2) WORK PROGRAMS—Each State shall im-
plement an employment and training program
described in section 6(d) (4) for needy individuals
under the program.

'(h) ENFORCEMEJ'JT. —
"(1) REVIEW OF COMPLIANCE WITH STATE

PLAN—The Secretary shall review and monitor
State compliance with this section and the State
plan approved under subsection (d)(4).

"(2) NONCOMPLIANCE.—
(A) IN GENERAL. —If the Secretary, after rea-

sonable notice to a State and opportunity for a
hearing, finds that—

(i) there has been a failure by the State to
comply substantially with any provision or re-
quirement set forth in the State plan approved
under subsection (d)(4); or

'(ii) in the operation of any program or activ-
ity for which assistance is provided under this
section. there is a failure by the State to comply
substantially with any provision of this section;
the Secretary shall notify the State of the find-
ing and that no further payments will be made
to the State under this section (or. in the case of
noncompliance in the operation of a program or
activity, that no further payments to the State
will be made with respect to the program or ac-
tivity) until the Secretary is satisfied that there
is no longer any failure to comply or that the
noncompliance will be promptly corrected.

'(B) OTHER SANCTIONS—In the case of a find-
ing of noncompliance made pursuant to sub-
paragraph (A). the Secretary may, in addition
to, or in lieu of; imposing the sanctions de-
scribed in subparagraph (A), impose other ap-
propriate sanctions, including recoupment of
money improperly expended for purposes prohib-
ited or not authorized by this section and dis-
qualification from the receipt of financial assist-
ance under this section.

"(C) NOTICE. —The notice required under sub-
paragraph (A) shall include a specific identi-
fication of any additional sanction being im-
posed under subparagraph (B).

"(3) ISSUANCE OF REGULATIONS.—The Sec-
retary shall establish by regulation procedures
for—

'?A) receiving, processing, and determining
the validity of complaints concerning any fail-
ure of a State to comply with the State plan or
any requirement of this section: and

"(B) imposing sanctions under this section.
"(4) INCOME AND ELIGIBILITY VERIFICATION

SYSTEM—The Secretary may withhold not more
than 5 percent of the amount allotted to a State
under subsection (l)(2) if the State does not use
an income and eligibility verification system es-
tablished under section 1137 of the Social Secu-
rity Act (42 U.S.C. 1320b-7).

'vi) PA YMEIVTS. —
"(1) IN GENERAL.—For each fiscal year. the

Secretary shall pay to a State that has an appli-
cation approved by the Secretary under sub-
section (d)(4) an amount that is equal to the al-
lotment of the State under subsection (I) (2) for
the fiscal year.

?2) METHOD OF PAYMEWT.—The Secretary
shall make payments to a State for a fiscal year
under this section by issuing I or more letters of
credit for the fiscal year, with necessary adjust-
ments on account of overpayments or underpay-
ments. as determined by the Secretary.
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(3) SPENDING OF FUNDS BY STATE. —
(A) IN GENER4L. —Except as provided in sub-

paragraph (B), payments to a State from an al-
lotmeht under subsection (1) (2) for a fiscal year
may be expended by the State only in the fiscal
year.

"(B) CARRYOVER—The State may reserve up
to 10 percent of an allotment under subsection
(l)(2) for a fiscal year to provide assistance
under this section in subsequent fiscal years. ex-
cept that the reserved funds may not exceed 30
percent of the total allotment received under
this section for a fiscal year.

"(4) FooD ASSISTANCE AND ADMINISTRATIVE
EXPENDITURES. —In each fiscal year, of the Fed-
eral funds expended by a State under this sec-
tion—

(A) not less than 80 percent shall be for food
assistance: and

"(B) not more than 6 percent shall be for ad-
ministrative expenses.

"(5) PROVISION OF FOOD ASSISTANCE—A State
may provide food assistance under this section
in ahy manner determined appropriate by the
State to provide food assistance to needy indi-
viduals and families in the State, such as elec-
tronic benefits transfer limited to food pur-
chases, coupons limited to food purchases, or di-
rect provision of commodities.

'(6) DEFINITION OF FOOD ASSISTANCE. —In this
section. the term 'food assistance' means assist-
ance that may be used only to obtain food, as
defined in section 3(g).

"C) AUDITS.—
'(1) REQUIREMENT. —After the close of each

fiscal year. a State shall arrange for an audit of
the expenditures of the State during the pro-
gram period from amounts received under this
section.

"(2) INDEPENDENT AUDITOR—An audit under
this section shall be conducted by an entity that
is independent of any agency administering ac-
tivities that receive assistance under this section
and be in accordance with generally accepted
auditing principles,

"(3,) PA YMEJVT ACCURACY—Each annual audit
under this section shall include an audit of pay-
meAt accuracy under this section that shall be
based on a statistically valid sample of the case-
load in the State,

'(4) SUBMISSION. —Not later than 30 days after
the completion of an audit under this section,
the State shall submit a copy of the audit to the
legislature of the State and to the Secretary.

"(5,) REPA YMEJW' OF AMOUNTS—Each State
shall repay to the United States any amounts
determined through an audit under this section
to have not been expended in accordance with
this section or to have not been expended in ac-
cordance with the State plan, or the Secretary
may offset the amounts against any other
amount paid to the State under this section.

'(k) NONDISCRIMINATION. —
"(1) IN GENERAL—The Secretary shall not

provide financial assistance for any program.
project. or activity under this section if any per-
son with responsibilities for the operation of the
program, project, or activity discriminates with
respect to the program. project, or activity be-
cause of race, religion, color, national origin,
sex, or disability.

'(2) ENFORCEMENT—The powers, remedies.
and procedures set forth in title VI of the Civil
Rights Act of 1964 (42 U.S.C. 2000d et seq.) may
be used by the Secretary to enforce paragraph
(1).

('1,) ALLOTMENTS. —
'W DEFINITION OF STA TE. —In this Section.

the term 'State' means each of the 50 States, the
District of Columbia. Guam. and the Virgin Is-
lands of the United States.

'(2) STATE ALLOTMENT.—
"(A) IN GENERAL—Except as provided in sub-

paragraph (B). from the amounts made a vail-
able under section 18 of this Act for each fiscal
year, the Secretary shall allot to each State par-
ticipating in the program established under this
section an amount that is equal to the sum of—
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(i) the greater of; as determined by the Sec-

retary—
"(I) the total dollar value of all benefits, is-

sued under the food stamp program establisheil
under this Act by the State during fiscal year
1994; or

"(II) the average per fiscal year of the total
dollar value of all benefits issued under the food
stamp program by the State during each of fis-
cal years 1992 through 1994: and

"(ii) the greater ol as determined by the Sec.
retaly—

'(I) the total amount received by the State for
administrative costs and the employment and
training program under subsections (a) and (h).
respectively, of section 16 of this Act for fiscal
year 1994: or

"(II) the average per fiscal year of the total
amount received by the State for administrative
costs and the employment and training program
under subsections (a) and (h). respectively, of
section 16 of this Act for each of fiscal years
1992 through 1994.

"(B) INSUFFICIENT FUNDS. —If the Secretary
finds that the total amount of allotments to
which States would otherwise be entitled for a
fiscal year under subparagraph (A) will exceed
the amount of funds that will be made available
to provide the allotments for the fiscal year. the
Secretary shall reduce the allotments made to
States under this subsection, on a pro rata
basis, to the extent necessary to allot under this
subsection a total amount that is equal to the
funds that will be made available.
SEC. 1430. EFFECTIVE DATE

Except as otherwise provided in this chapter,
this chapter and the amendments made by this
chapter shall become effective on October 1.
1995.

CHAPTER 2—CHILD NUTRITION
PROGRAMS

PARTI—REIMBURSEMENTR4TES
SEC. 1441. TERMINATION OF ADDITIONAL PAY-

MENT FOR LUNCHES SER VED IN
HIGH FREE AND REDUCED PRICE
PARTICIPATION SCHOOLS.

(a) IN GENERAL—Section 4(b)(2) of the Na-
tional School Lunch Act (42 U.S. C. 1753 (b) (2)) is
amended by striking "except that" and all that
follows through "2 cents more'.

(b) EFFECTIVE DATE—The amendment made
by subsection (a) shall become effective on July
1. 19%.
SEC. 1442. LUNCHES. BREAKFASTS, AND SUPPLE-

MENTS.
(a) IN GNERAL.—Section 11(a)(3)(B) of the

National School Lunch Act (42 U.S.C.
1759a (a) (3) (B)) is amended—

(1) by designating the second and third sen-
tences as subparagraphs (C) and (D). respec-
tively; and

(2) by striking subparagraph (D) (as so des-
ignated) and inserting the following:

"(D) ROUNDING—Except as otherwise pro-
vided in this paragraph, in the case of each
school year. the Secretary shall—

"(i) base the adjustment made under this
paragraph on the amount of the unrounded ad-
justment for the preceding school year:

"(ii) adjust the resulting amount in accord-
ance with subparagraphs (B) and (C): and

"(iii) round the result to the nearest lower
cent increment.

"(E) ADJUSTMENT ON JANUARY 1, 1996—On
January 1. 1996, the Secretary shall adjust the
rates and factor for the remainder of the school
year by rounding the previously established
rates and factor to the nearest lower cent incre-
ment.

"(F) ADJUSTMENT FOR 24-MONTH PERIOD BE-
GINNING JULY 1, 1996.—In the case of the 24-
month period beginning July 1, 1996. the na-
tional average payment rates for paid lunches.
paid breakfasts, and paid supplements shall be
the same as the national average payment rate
for paid lunches, paid breakfasts, and paid sup-
plements. respectively, for the school year begin-
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ning July 1, 1995. rounded to the nearest lower
cent increment.

'(G) ADJUSTMENT FOR SCHOOL YE4R BEGIN-
NING JULY 1. 1998.—In the case of the school year
beginning July 1, 1998. the Secretary shall—

'(i) base the adjustments made under this
paragraph for—

'(I) paid lunches and paid breakfasts on the
amount of the unrounded adjustment for paid
lunches for the school year beginning July 1,
1995: and

(II) paid supplements on the amount of the
unrounded adjustment for paid supplements for
the school year beginning July 1, 1995;

'(ii) adjust each resulting amount in accord-
ance with subparagraph (C); and

"(iii) round each result to the nearest lower
cent increment.

(b) EFFECTIVE DATE—The amendments made
by subsection (a) shall become effective on Janu-
ary 1. 1996.
SEC. 1443. FREE AND REDUCED PRICE BREAK-

FASTS.
(a) IN GENERAL—Section 4(b) of the Child Nu-

trition Act of 1%6 (42 U.S.C. 1773(b)) is amend-
ed—

(1) in paragraph (1)(B)—
(A) in the first sentence, by striking "section

11(a)" and inserting "subparagraphs (B)
through (E) of section 11(a)(3)' and

(B) in the second sentence, by striking ". ad-
justed to the nearest one-fourth cent' and in-
serting "(as adjusted pursuant to subpara-
graphs (B) through (E) of section 11(a)(3) of the
National School Lunch Act (42 U.S.C.
1759a(a) (3))) "; and

(2) in paragraph (2)(B)(ii)—
(A) by striking 'nearest one-fourth cent and

inserting 'nearest lower cent increment for the
applicable school year' and

(B) by inserting before the period at the end
the following: , and the adjustment required by
this clause shall be based on the unrounded ad-
justment for the preceding school year'.

(b) EFFECTIVE DATE—The amendments made
by subsection (a) shall become effective on July
1, 1996.
SEC. 1444. CONFORMING REiMBURSEMENT FOR

PAID BREAKFASTS AND LUNCHES.
(a) IN GENERAL—The last sentence of section

4(b) (1)(B) of the Child Nutrition Act of 1966 (42
U.S.C. 1773(b)(1)(B)) is amended by striking
"8.25 cents" and all that follows through
- Act)" and inserting "the same as the national
average lunch payment for paid meals estab-
lished under section 4(b) of the National School
Lunch Act (42 U.S.C. 1753(b))".

(b) EFFECTIVE DATE—The amendment made
by subsection (a) shall become effective on Janu-
ary 1. 1996.

PART fl—GRANT PROGRAMS
SEC. 1451. SCHOOL BREAKFAST STARTUP

GRANTS.
(a) IN GENERAL—Section 4 of the Child Nutri-

tion Act of 1966 (42 U.S.C. 1773) is amended by
striking subsection (g).

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall become effective on Octo-
ben, 1996.

PART 111—OTHER AMENDME!VTS
SEC. 1461. CHILD AND ADULT CARE FOOD PRO-

GRAM.

(a) IMPROVED TARGETING OF DAY CARE HOME
REIMBURSEMENTS. —

(1) RESTRUCTURED DAY CARE HOME REIM-
BURSEMENTS. —Section 17(1) (3) of the National
School Lunch Act (42 U.S.C. 1766(1)(3)) is
amended by striking "(3)(A) Institutions" and
all that follows through the end of subpara-
graph (A) and inserting the following:

"(3) REIMBURSEMENT OF FAMILY OR GROUP
DAY CARE HOME SPONSORING ORGANIZATIONS. —

"(A) REIMBURSEMENT FACTOR. —
'(i) IN GENERAL—An institution that partici-

pates in the program under this section as a
family or group day care home sponsoring orga-
nization shall be provided, for payment to a
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home sponsored by the organization. reimburse-
ment factors in accordance with this subpara-
graph for the cost of obtaining and preparing
food and prescribed labor costs involved in pro-
viding meals under this section.

'(ii) TIER I FAMILY OR GROUP DAY CARE
HOMES. —

'(I) DEFINITION. —In this paragraph. the terra
tier I family or group day care home means—-

'(aa) a family or group day care home that is
located in a geographic area, as defined by the
Secretary based on census data. in which at
least 50 percent of the children residing in the
area are members of households whose incomes
meet the income eligibility guidelines for free or
reduced price meals under section 9:

a family or group day care home that is
located in an area served by a school enrolling
elementary students in which at least 50 percent
of the total number of children enrolled are cer-
tified as eligible to receive free or reduced price
school meals under this Act or the Child Nutri-
tion Act of 1966 (42 U.S.C. 1771 et seq.): or

'(cc) a family or group day care home that is
operated by a provider whose household meets
the income eligibility guidelines for free or re-
duced price meals under section 9 and whose in-
come is verified by the sponsoring organization
of the home under regulations established by the
Secretary.

'(II) REIMBURSEMENT. —Except as provided in
subclause (III). a tier I family or group day care
home shall be provided reimbursement factors
under this clause without a requirement for doc-
umentation of the costs described in clause (i).
except that reimbursement shall not be provided
under this subclause for meals or supplements
served to the children of a person acting as a
family or group day care home provider unless
the children meet the income eligibility guide-
lines for free or reduced price meals under sec-
tion 9.

(III) FACTORS. —Except as provided in
subcla use (IV). the reimbursement factors ap-
plied to a home referred to in subclause (II)
shall be the factors in effect on the date of en-
actment of this subclause.

(IV) ADJUSTMENTS—The reimbursementfac-
tors under this subparagraph shall be adjusted
on August 1, 1996, July 1. 1997. and each July 1
thereafter, to reflect changes in the Consumer
Price Index for food at home for the most recent
12-month period for which the data are avail-
able. The reimbursement factors under this sub-
paragraph shall be rounded to the nearest lower
cent increment and based on the unrounded ad-
justment in effect on June 30 of the preceding
school year.

'(iii) TIER II FAMILY OR GROUP DAY CARE
HOMES.—

'(I) IN GENERAL.—
"(aa) FACTORS—Except as provided in

subclause (II), with respect to meals or supple-
ments served under this clause by a family or
group day care home that does not meet the cr1-
teria set forth in clause (ii)(I). the reimburse-
ment factors shall be $1 for lunches and suppers.
30 cents for breakfasts, and 15 cents for supple-
ments.

'(bb) ADJUSTMvTS.—The factors shall be ad-
justed on July 1, 1997. and each July 1 there-
after. to reflect changes in the Consumer Price
Index for food at home for the most recent 12-
month period for which the data are available.
The reimbursement factors under this item shall
be rounded down to the nearest lower cent in-
crement and based on the unrounded adjust-
ment for the preceding 12-month period.

(cc) REIMBURSEMENT.—A family or group
day care home shall be provided reimbursement
factors under this subclause without a require-
ment for documentation of the costs described in
clause (i), except that reimbursement shall not
be provided under this subclause for meals or
supplements served to the children of a person
acting as a family or group day care home pro-
vider unless the children meet the income eligi-
bility guidelines for free or reduced price meals
under section 9.
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(II) OTHER FACTORS—A family or group day

care home that does not meet the criteria set
forth in clause (ii)(I) may elect to be provided
reimbursement factors determined in accordance
with the following requirements:

'(aa) CHILDREN ELIGIBLE FOR FREE OR RE-
DUCED PRICE MEALS—In the case of meals or
supplements served under this subsection to
children who are members of households whose
incomes meet the income eligibility guidelines for
free or reduced price meals under section 9, the
family or group day care home shall be provided
reimbursement factors set by the Secretary in
accordance with clause (ii) (III).

"(bb) INELIGIBLE CHILDREN—In the case of
meals or supplements served under this sub-
section to children who are members of house-
holds whose incomes do not meet the income eli-
gibility guidelines, the family or group day care
home shall be provided reimbursement factors in
accordance with subda use a).

'(III) INFORMATION AND DETERMINATIONS.—
'(aa) IN GENERAL—If a family or group day

care home elects to claim the factors described in
subda use (II). the family or group day care
home sponsoring organizatJon serving the home
shall collect the necessary income information.
as determined by the Secretary, from any parent
or other caretaker to make the determinations
specified in subclause (II) and shall make the
determinations in accordance with rules pre-
scribed by the Secretary.

'(bb) CATEGORICAL ELIGIBILITY—In making a
determination under item (aa). a family or
group day care home sponsoring organization
may consider a child participating in or sub-
sidized under, or a child with a parent partici-
pating in or subsidized under, a federally or
State supported child care or other benefit pro-
gram with an income eligibility limit that does
not exceed the eligibility standard for free or re-
duced price meals under section 9 to be a child
who is a member of a household whose income
meets the income eligibility guidelines under sec-
tion 9.

'(cc) FACTORS FOR CHILDREN ONLY. —A family
or group day care home may elect to receive the
reimbursement factors prescribed under clause
(ii) (III) solely for the children participating in a
program referred to in item (bb) if the home
elects not to have income statements collected
from parents or other caretakers.

"(IV) SIMPLIFIED MEAL COUNTING AND RE-
PORTING PROCEDURES—The Secretary shall pre-
scribe simplified meal counting and reporting
procedures for use by a family or group day care
home that elects to claim the factors under
subclause (II) and by a family or group day care
home sponsoring organization that sponsors the
home. The procedures the Secretary prescribes
may include 1 or more of the following:

"(aa) Setting an annual percentage for each
home of the number of meals served that are to
be reimbursed in accordance with the reimburse-
ment factors prescribed under clause (ii) (III)
and an annual percentage of the number of
meals served that are to be reimbursed in ac-
cordance with the reimbursement factors pre-
sc.ribed under subclause (V. based on the family
ircome of children enrolled in the home in a
specified month or other period.

'(bb) Placing a home into 1 of 2 or more reim-
bursement categories annually based on the per-
cntage of children in the home whose house-
holds have incomes that meet the income eligi-
bility guidelines under section 9, with each such
reimbursement category carrying a set of reim-
bursement factors such as the factors prescribed
under clause (ii) (III) or subclause (I) or factors
established within the range of factors pre-
scribed under clause (ii) (III) and subclause (I).

"(cc) Such other simplified procedures as the
Secretary may prescribe.

'(V) MINIMUM VERIFICATION REQUIREMENTS. —
The Secretary may establish any necessary min-
imum verification requirements.

(2) GP4NTS TO STATES TO PROVIDE ASSISTANCE
TO FAMILY OR GROUP DAY CARE HOMES—Section
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17(0(3) of the Act is amended by adding at the
end the following:

(D) GRANTS TO STATES TO PROVIDE ASSIST-
AiVCE TO FAMILY OR GROUP DAY CARE HOMES.—

(i) IN GENERAL.—
(I) RESERVATION—From amounts made

available to carry out this section. the Secretary
shall reserve 55,000.000 of the amount made
available for fiscal year 1996.

(II) PURPOSE—The Secretary shall use the
funds made available under subcla use (I) to pro-
vide grants to States for the purpose of provid-
ing—

'(aa) assistance, including grants, to family
and day care home sponsoring organizations
and other appropriate organizations. in secur-
ing and providing training, materials, auto-
mated data processing assistance, and other as-
sistance for the staff of the sponsoring organiza-
tions: and

'(bb) training and other assistance to family
and group day care homes in the implementa-
tion of the amendments to subparagraph (A)
made by section 1461(a) (1) of the Agricultural
Reconciliation Act of 1995.

'(ii) ALLOCATION—The Secretary shall allo-
cate from the funds reserved under clause
(i)(I)—

'(7) $30. 000 in base funding to each State; and
'(II) any remaining amount among the

States, based on the number of family day care
homes participating in the program in a State
during fiscal year 1994 as a percentage of the
number of all family day care homes participat-
ing in the program during fiscal year 1994.

'(iii) RETFJ.rrION OF FUNDS—Of the amount of
funds made available to a State for fiscal year
1996 under clause (i), the State may retain not
to exceed 30 percent of the amount to carry out
this subparagraph.

"(iv) ADDITIONAL PAYMENTS. —Any payments
received under this subparagraph shall be in ad-
dition to payments that a State receives under
subparagraph (A) (as amended by section
1461 (a) (1) of the Agricultural Reconciliation Act
of 1995).

(3) PROvISION OF DATA—Section 17(0(3) of
the Act (as amended by paragraph (2)) is fur-
ther amended by adding at the end the follow-
ing:

'(E) PROVISION OF DATA TO FAMILY OR GROUP
DAY CARE HOME SPONSORING ORGANIZATIONS. —

'(i) CENSUS DATA—The Secretary shall pro-
vide to each State agency administering a child
and adult care food program under this section
data fmm the most recent decennial census sur-
vey or other appropriate census survey for
which the data are available showing which
areas in the State meet the requirements of sub-
paragraph (A) (ii) (I) (aa). The State agency shall
provide the data to family or group day care
home sponsoring organizations located in the
State.

(ii) SCHOOL DATA.—
(I) IN GENERAL —A State agency administer-

ing the school lunch program under this Act or
the school breakfast program under the Child
Nutrition Act of 1966 (42 U.S.C. 1771 et seq.)
shall provide to approved family or group day
care home sponsoring organizations a list of
schools serving elementary school children in
the State in which not less than ½ of the chil-
dren enrolled are certified to receive free or re-
duced price meals. The State agency shall col-
lect the data necessary to create the list annu-
ally and provide the list on a timely basis to any
approved family or group day care home spon-
soring organization that requests the list.

'(II) USE OF DATA FROM PRECEDING SCHOOL
YEAR. —In determining for a fiscal year or other
annual period whether a home qualifies as a tier
I family or group day care home under subpara-
graph (A)(ii)(I), the State agency administering
the program under this section. and a family or
group day care home sponsoring organization.
shall use the most current available data at the
time of the determination.

(iii) DURATION OF DETERMINATION.—For pur-
poses of this section. a determination that a
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family or group day care home is located in an
area that qualifies the home as a tier I family or
group day care home (as the term is defined in
subparagraph (A)(ii)(I)). shall be in effect for 3
years (unless the determination is made on the
basis of census data, in which case the deter-
mination shall remain in effect until more recent
census data are available) unless the State
agency determines that the area in which the
home is located no longer qualifies the home as
a tier I family or group day care home.

(4) CONFORMING AMENDMENTS. —Section 17(c)
of the Act is amended by inserting 'except as
provided in subsection (13(3),' after For pur-
poses of this section." each place it appears in
paragraphs (1). (2). and (3).

(b) ELIMINATION OF STATE PAPERWORK AND
OUTREACH BURDEN—Section 17 of the AcL is
amended by striking subsection (k) and insert-
ing the following;

(k) TRAINING AND TECHNICAL ASSISTANCE. —A
State participating in the program established
under this section shall provide sufficient train-
ing, technical assistance, and monitoring to fa-
cilitate effective operation of the program. The
Secretary shall assist the State in developing
plans to fulfill the requirements of this sub-
section.

(c) EFFECTIVE DATE.—
(1) IN GFJVERAL.—Except as provided in para-

graph (2), the amendments made by this section
shall become effective on the date of enactment
of this Act.

(2) IMPROVED TARGETING OF DAY CARE HOME
REIMBURSEMENTS—The amendments made by
paragraphs (1). (3). and (4) of subsection (a)
shall become effective on August 1, 1996.

CHAPTER 3—ADDITIONAL SAVINGS
SEC. J471. EARNINGS OF STUDENTS.

Section 5(d)(7) of the Food Stamp Act of 1977
(7 U.S.C. 2014(d) (7)) is amended by striking '21"
and inserting '17".
SEC. 1472. STANDARD DEDUCTION.

Section 5(e) of the Food Stamp Act of 1977 (7
U.S. C. 2014(e)) is amended by adding at the end
the following: Notwithstanding any other pro-
visiin of this subsection, the Secretary shall
allow a standard deduction of $134 for fiscal
year 1995. $132 for the period consisting of Octo-
ber 1, 1995, through December 31. 1995. and $116
for the period consisting of January 1. 1996.
through fiscal year 2002. except that households
in Alaska. Hawaii. Guam. and the Virgin Is-
lands of the United States shall be allowed a
statdard deduction of $229. $189. $269. and $118.
respectively, for fiscal year 1995: $225. $186. $265,
and $116, respectively, for the period consisting
of October 1, 1995. through December 31. 1995;
and $198. $164, $233. and $102. respectively, for
the period consisting of January 1. 1996,
through fiscal year 2002.
SEC. 1473. VENDOR PAYMENTS FOR TRANSI-

TIONAL HOUSING COUNTED AS IN-
COME.

Section 5(k)(2) of the Food Stamp Act of 1977
(7 U.S.C. 2014(k) (2)) (as amended by section
1406 (b) (1) (B)) is amended—

(1) by striking subparagraph (E); and
(2) by redesignating subparagraphs (F) and

(G) as subparagraphs (E) and (F), respectively.
SEC. 1474. EXTENDING CLAIMS RETEP.TTION

RATES.
The first sentence of section 16(a) of the Food

Stamp Act of 1977 (7 U.S.C. 2025(a)) is amended
by striking 1995" each place it appears and in-
serting 2002'.
SEC. J475. REAUTHORIZATION OF PUERTO RICO

NUTRITION ASSISTANCE PROGRAM.
The first sentence of section 19(a) (1) (A) of the

Food Stamp Act of 1977 (7 U.S.C. 2028 (a) (1) (A))
is amended by striking '$974,000.CO0" and all
that follows through 'fiscal year 1995' and in-
serting '$1,143. 000.000 for each of fiscal years
1995 and 1996. $1,171,000,000 for fiscal year 1997.
$1, 212,000.000 for fiscal year 1998. $1,255, 000,000
for fiscal year 1999. $1 .299,000.000 for fiscal year
2000, $1,342,000,000 for fiscal year 2001. and
$1, 376.000.000 for fiscal year 2002".
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SEC. 1476. VALUE OF FOOD ASSISTANCE

(a) IN GENERAL—Section 6(e)(1) of the Na-
tional School Lunch Act (42 U.S.C. 1755(e)(1)j'is
amended by striking subparagraph (B) and in-
serting the following:

'(B) ADJUSTMENTS. —
"(I) IN GFJVEcAL.—The value of food assist-

ance for each meal shall be adjusted each July
1 by the annual percentage change in a 3-month
average value of the Price Index for Foods Used
in Schools and Institutions for March. April.
and May each year.

"(ii) ADJUSTMENTS. —Except as otherwise pro-
vided in this subparagraph, in the case of each
school year. the Secretary shall—

"(I) base the adjustment made under clause
(i) on the amount of the unrounded adjustment
for the preceding school year:

"(II) adjust the resulting amount in accord-
ance with clause (i); and

"(III) round the result to the nearest lower
cent increment.

"(iii) ADJUSTMENT ON JANUARY 1, 1996.—On
January 1. 1996, the Secretary shall adjust the
value of food assistance for the remainder of the
school year by rounding the previously estab-
lished value of food assistance to the nearest
lower cent increment.

"(iv) ADJUSTMENT FOR 24-MONTH PERIOD BE-
GINNING JULY 1. 1995.—In the case of the 24-
month period beginning July 1. 1996. the value
of food assistance shall be the same as the value
of food assistance in effect on June 30. 1996.

"(v) ADJUSTMENT FOR SCHOOL YEAR BEGINNING
JULY 1. 1998.—In the case of the school year be-
ginning July 1, 1998. the Secretary shall—

"(I) base the adjustment made under clause
(i) on the amount of the unrounded adjustment
for the value of food assistance for the school
year beginning July 1. 1995:

"(II) adjust the resulting amount to reflect the
annual percentage change in a 3-month average
value of the Price Index for Foods Used in
Schools and Institutions for March, April, and
May for the most recent 12-month period for
which the data are available; and

"(III) round the result to the nearest lower
cent increment.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall become effective on Janu-
ary 1. 1996.
SEC. 1477. COMMODITY ASSISTANCE.

(a) IN GEIVERAi.—Section 6(g) of the National
School Lunch Act (42 USC. 1755(g)) is amended
by striking "12 percent' and inserting "10 per-
cent".

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall become effective on July
1, 1996.

SEC. 1478. SUMMER FOOD SERVICE PROGRAM
FOR CHILDREN

(a) IN GENERIU...—Section 13(b) of the National
School Lunch Act (42 U.S.C. 1761(b)) is amend-
ed—

(1) by striking '(b) (1)" and all that follows
through the end of paragraph (1) and inserting
the following:

'(b) SERVICE INSTITUTIONS. —
"(1) PAYMENTS. —
"(A) IN GFJVER4L.—Except as otherwise pro-

vided in this paragraph. payments to service in-
stitutions shall equal the full cost of food service
operations (which cost shall include the costs of
obtaining, preparing, and serving food, but
shall not include administrative costs).

"(B) M4XIMUM MIOUNTS.—Subject to sub-
paragraph (C). payments to any institution
under subparagraph (A) shall not exceed—

'(i) $1.82 for each lunch and supper served;
"(ii) $1.13 for each breakfast served; and
"(iii) 46 cents for each meal supplement

served..
'(C) ADJUSTMENTS. —Amounts specified in

subparagraph (B) shall be adjusted each Janu-
ary 1 to the nearest lower cent increment in ac-
cordance with the changes for the 12-month pe-
riod ending the preceding November 30 in the se-
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ries for food away from home of the Consumer
Price Index for All Urban Consumers published
by the Bureau of Labor Statistics of the Depart-
ment of Labor. Each adjustment shall be based
on the unrounded adjustment for the prior 12-
month period.

(2) in the second sentence of paragraph (3), by
striking "levels determined" and all that follows
through "this subsection' and inserting "level
determined by the Secretary': and

(3) by striking paragraph (4).
(b) EFFECTIVE DATE.—The amendments made

by subsection (a) shall become effective on Jan u-
aryl, 1996.
SEC. J479. SPECIAL MILI( PROGRAM

(a) IN GENERAL. —Section 3(a) of the Child
Nutrition Act of 1966 (42 U.S.C. 1772(a)) is
amended by striking paragraph (8) and insert-
ing the following:

"(8) ADJUSTMENTS. —
"(A) IN GENERAL. —Except as otherwise pro-

vided in this paragraph. in the case of each
school year. the Secretary shall—

'(i) base the adjustment made under para-
graph (7) on the amount of the unrounded ad-
justment for the preceding scho 01 year;

"(ii) adjust the resulting amount in accord-
ance with paragraph (7): and

"(iii) round the result to the nearest lower
cent increment.

"(B) ADJUSTMENT ON JANUARY 1, 1996,—On
January 1, 1996. the Secretary shall adjust the

minimum rate for the remainder of the school
year by rounding the previously established
minimum rate to the nearest lower cent incre—
ment.

"(C) ADJUSTMENT FOR 24-MONTH PERIOD BE-
GINNING JULY 1, 1996.—In the case of the 24-
month period beginning July 1. 1996, the mini-
mum rate shall be the same as the minimum rate
in effect on June 30. 1996.

"(D) ADJUSTMENT FOR SCHOOL YEAR BEGIN-
NING JULY 1, 1998.—In the case of the school year
beginning July 1, 1998. the Secretary shall—

'(i) base the adjustment made under para-
graph (7) on the amount of the unrounded ad-
justment for the minimum rate for the school
year beginning July 1, 1995:

"(ii) adjust the resulting amount to reflect
changes in the Producer Price Index for Fresh
Processed Milk published by the Bureau of
Labor Statistics of the Department of Labor for
the most recent 12-month period for which the
data are available: and

"(iii) round the result to the nearest lower
cent increment.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall become effective on Janu-
aryl, 1996.
SEC. 1480. NUTRITION EDUCATION AND TRAIN-

ING PROGRAMS.

(a) IN GENERAL. —Section 19(i')(2)(A) of the
Child Nutrition Act of 1966 (42 U.S.C.
1788 (1) (2) (A)) is amended by striking
'$10,000,000" and inserting "$7,000,000".

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall become effective on Octo-
berl, 1996.
SEC. 1481. EFFECTIVE DATE.

Except as otherwise provided in this chapter.
this chapter and the amendments made by this
chapter shall become effective on October 1,
1995.

CHAPTER 4—EFFECTIVE DATE
SEC. 1491. EFFECTIVE DATE.

Notwithstanding any other provision of this
subtitle. if the Act entided "An Act to restore
the American family. reduce illegitimacy, con-
trol welfare spending and reduce welfare de-
pendence" is enacted on or before December 31,
1996. the amendments made by chapters 1 and 2
of this subtitle shall be effective only during the
period prior to the date of enactment of such
Act.



TiTLE VII—COMMI17'EE ON FINANCE—
SPENDING CONTROL PROVISIONS

SEC. 70110. REFERENCES: TABLE OF CONTENTS.
(a) AMENDMENTS TO SOCIAL SECURITY ACT.—

Except as otherwise specifically provided, when-
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ever in subtitles A through G of this title an
amendment is expressed in terms of an amend-
ment to or repeal of a section or other provision.
the reference shall be considered to be made to
that section or other provision of the Social Se-
curity Act.

(b) REFERENCES TO OBRA.—In this title, the
terms "OBR4-1986", 'OBP..4 -1987', "OBRA-
1990', and "OBRA-l993' refer to the Omnibus
Budget Reconciliation Act of 1986 (Public Law
99-509). the Omnibus Budget Reconciliation Act
of 1987 (Public Law 100-203). the Omnibus
Budget Reconciliation Act of 1989 (Public Law
101-239). the Omnibus Budget Reconciliation
Act of 1990 (Public Law 101-508), and the Omni-
bus Budget Reconciliation Act of 1993 (Public
Law 103-66). respectively.

(c) TABLE OF CONTENTS OF SUBTITLES A
THROUGH]. —The table of contents of subtitles A
through J of this title is as follows:

TITLE VIl—COMMITTEE ON FINANCE—
SPENDING CONTROL PROVISIONS

Sec. 7000. References; table of contents.
Subtitle A—Medicare

CHAPTER I—MEDICARE CHOICE PLANS

SUBCHAPTER A—ESTABLISHMENT OF MEDICARE
CHOICE PLANS

Sec. 7001. Medicare choice plans.
Sec. 7002. Trea tinent of 1876 organizations.
Sec. 7003. Spedal rule for calculation of pay-

ment rates for 1996.
SUBCHAPTER B—TAX PROVISIONS RELATING TO

MEDICARE CHOICE PLANS

Sec. 7006. Medicare Choice Accounts.
Sec. 7007. Certain rebates included in gross in-

come.
CHAPTER 2—PROVISIONS RELATING TO PART A

SUBCHAPTER A—GENERAL PROVISIONS RELATING
TO PARTA

Sec. 7011. PPS hospital payment update.
Sec. 7012. PPS-exempt hospital payments.
Sec. 7013. Capital payments for PPS hospitals.
Sec. 7014. Disproportionate share hospital pay-

ments.
Sec. 7015. Indirect medical education payments.
Sec. 7016. Graduate medical education and dis-

proportionate share payment ad-
justinents for medicare choice.

Sec. 7017. Payments for hospice services.
Sec. 7018. Extending medicare coverage of and

application of hospital insurance
tax to. all State and local govern-
men t employees.

Sec. 7019. Nurse aide training in skilled nursing
facilities subject to extended sur-
vey and certain other conditions.

SUBCHAPTER B—PA YMENTS TO SKILLED NURSING
FACILITIES

PART I—PROSPECTIVE PAYMENT SYSTEM

Sec. 7025. Prospective payment system for
skilled nursing facilities.

PART II—IrrrERIM PA YMENT SYSTEM

Sec. 7031. Payments for routine service costs.
Sec. 7032. Cost-effective management of covered

non-routine services.
Sec. 7033. Payments for routine service costs.
Sec. 7034. Reductions in payment for capital-re-

lated costs.
Sec. 7035. Treatment of items and services paid

for underpart B.
Sec. 7036. Medical review process.
Sec. 7037. Revised salary equivalence limits.
Sec. 7038. Report by Prospective Payment As-

sessment Commission.
Sec. 7039. Effective date.

CHAPTER 3—PROVISIONS RELATING TO PART B

Sec. 7041. Payments for physicians' services.
Sec. 7042. Elimination of formula-driven over-

payments for certain outpatient
hospital services.

Sec. 7043. Payment for clinical laboratory diag-
nostic services.

Sec. 7044. Durable medical equipment.
Sec. 7045. Updates for orthotics and prosthetics.
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Sec. 7046. Payments for capital-related costs of

outpatient hospital services.
Sec. 7047. Payments for non-capital costs of

outpatient hospital services.
Sec. 7048. Updates for ambulatory surgical serv-

ices.
Sec. .7049. Payment for ambulance services.
Sec. 7050. Physician supervision of nurse anes-

thetists.
Sec. 7051. Part B deductible.
Sec. 7052. Part B premium.
Sec. 7053. Increase in medicare part B premium

for high income individuals.
CHAPTER 4—PROvISIONS RELATING TO PARiS A

AND B

SUBCHAPTER A—GENERAL PROVISIONS REL4 rING
TO PARTS A AND B

Sec. 7055. Secondary payor provisions.
Sec. 7056. Treatment of assisted suicide.
Sec. 7057. Administrative prt, visions.
Sec. 7058. Sense of Senate regarding coverage

for treatment of breast and pros-
tate cancer under medicare.

SUBCHAPTER B—PA YMEWTS FOR HOME HEALTH
SERVICES

Sec. 7061. Payment for home health services.
Sec. 7062. Maintaining savings resulting frtm

temporary freeze on payment in-
creases for home health services.

Sec. 7063. Extension of waiver of presumption
of lack of knowledge of exclusion
from coverage for home health
agencies.

CHAPTER 5—RURAL AREAS

Sec. 7071. Medicare-dependent. small, rural
hospital payment extension.

Sec. 7072. Medicare rural hospital flexibility
program.

Sec. 7073. Establishment of rural emergency ac-
cess care hospitals.

Sec. 7074. Additional payments for physicians
services furnished in shortage
areas.

Sec. 7075. Payments to physician assistants and
nurse practitioners for services
furnished in outpatient or home
settings.

Sec. 7076. Demonstration projects to promote
telemedicine.

Sec. 7077. PROPAC recommendations on urban
medicare dependent hospitals.

CHAPTER 6—HEALTH CARE FRAUD AND ABUSE
PREVENTION

Sec. 7100. Short title.
SUBCHAPTERA—F&4UDAND ABUSE CONTROL

PROGRAM

Sec. 7101. Fraud and abuse control program.
Sec. 7102. Application of certain health anti-

fraud and abuse sanctions to
fraud and abuse against Federal
health programs.

Sec. 7103. Health care fraud and abuse guid-
ance.

SUBCHAPTER B—REVISIONS TO CURRENT
SANCTIONS FOR FRAUD AND ABUSE

Sec. 7111. Mandatory exclusion from participa-
tion in medicare and State health
care programs.

Sec. 7112. Establishment of minimum period of
exclusion for certain individuals
and entities subject to permissive
exclusion from medicare and State
health care programs.

Sec. 7113. Permissive exclusion of individuals
with ownership or control interest
in sanctioned entities.

Sec. 7114. Sanctions against practitioners and
persons for failure to comply with
statutory obligations.

Sec. 7115. Intermediate sanctions for medicare
health maintenance organiza-
dons.

Sec. 7116. Clarification of and additions to ex-
ceptions to anti-kickback pen-
alties.

Sec. 7117. Effective date.
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SUBCHAPTER C—ADMINISTRATIVE AND

MISCELLANEOUS PROVISIONS
Sec. 7)21. Establishment of the health care

fraud and abuse data collection
program.

Sec. 7)22. Elimination of reasonable cost reim-
bursement for certain legal fees.

SUBCHAPTER D—CIVIL MONETARY PENALTIES
Sec. 713). Social Security Act civil monetary

penalties.
SUBCHAPTER E—AMENDMENTS TO CRIMINAL LAW

Sec. 7141. Health care fraud.
Sec. 7)42. Forfeitures for Federal health care

offenses.
Sec. 7)43. Injunctive relief relating to Federal

health care offenses.
Sec. 7)44. Grand jury disclosure.
Sec. 7)45. False statements.
Sec. 7)46. Obstruction of criminal investigations

of Federal health care offenses.
Sec. 7)47. Theft or embezzlement.
Sec. 7148. Laundering ofmonetaiy instruments.
Sec. 7)49. Authorized investigative demand pro-

cedures.
SUBCHAPTER F—STATE HEALTH CARE FRAUD

CONTROL UNITS

Sec. 7151. State health care fraud control urlit.s.
CHAPTER 7—OTHER PO VISIONS FOR TRUST

FUND SOL VENCY

Sec. 7)7). Nondischargeability of certain medi-
care debts.

Sec. 7172. Transfers of certain part B savings to
hospital insurance trust fund.

Subtitle B—Transformation of the Medicaid
Program

Sec. 7190. Short title.
Sec. 7)9). Transformation of medicaid program.
Sec. 7)92. Medicaid drug rebate program.
Sec. 7)93. Waivers.
Sec. 7)94. Children with special health care

needs.
Sec. 7)95. CBO reports.
Sec. 7)96. Adjustments of pooi amounts.
Sec. 7)97. State review of mentally ill or re-

tarded nursing facility residents
upon change in physical or men-
tal condition.

Sec 7)98. Nurse aide training in nursing facili-
ties subject to extended survey
and under certain other condi-
tions.

Sec, 7)99. Nurse aide training in nursing Iàcili-
ties subject to extended survey
and under certain other condi-
tions,

Subtitle C—Block Grants for Temporary
Assistance for Needy Families

Sec 7200. Short title.
Sec 720). Block grants to States.
Sec 7202. Limitations on use of funds for cer-

tain purposes.
Sect 7203. Census data on grandparents as pri-

mary caregivers for their grand-
children.

Sec 7204. Study of effect of we)fare reform on
grandparents as primary
caregivers.

Sed. 7205. Development of prototype of co,nter-
feit-resistant social security card
required.

Sec. 7206. Modifications to the job opportunities
for certain low-income individuals
program.

Sec. 7207. Demonstration projects for schoo) uti-
lization.

Sec. 7208. Corrective compliance p)an.
Sec. 7209. Parental responsibility contracts.
Sec. 7210. Expenditure of Federal funds in ac-

cordance with )aws and proce-
dures applicable to expenditure of
State funds

Sec. 72)1. Conforming amendments to the Socia)
Security Act.

Sec. 72)2. Conforming amendments to the Food
Stamp Act of )977 and related pro-
visions.
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Sec. 7213. Conforming amendments to other

laws.
Sec. 7214. Secretarial submission of legislatnie

proposal for technical and con-
forming amendments.

Sec. 7215. Effective date; transition rule.
Subtitle D—Supplemental Security Income

CHAPTER )—ELIGIBILI7Y RESTRICTIONS
Sec. 7251. Denial of supplemental security in-

come benefits by reason of disabil-
ity to drug addicts and alcoholics.

Sec. 7252. Denial of SSI benefits for 10 years to
individuals found to have fraudu-
lently misrepresented residence in
order to obtain benefits simulta-
neously in 2 or more States.

Sec. 7253. Denial of SSI benefits for fugitive fel-
ons and probation and parole vio-
lators.

Sec. 7254. Effective dates; application to current
recipients.

CHAPTER 2—BENEFITS FOR DISABLED CHILDREN
Sec. 7261. Definition and eligibility rules.
Sec. 7262. Eligibility redeterniinations and con-

tinuing disability reviews.
Sec. 7263. Additional accountability require-

ments.
CHAPTER 3—STUDIES REGARDING SUPPLEMENTAL

SECURITY INCOME PROGRAM

Sec. 7271. Annual report on the supplemental
security income program.

Sec. 7272. Improvements to disability evalua-
tion

Sec. 7273. Study of disability determination
process.

Sec. 7274. Study by General Accounting Office.
CHAPTER 4—NATIONAL COMMISSION ON THE

FUTURE OF DISABILJT'
Sec. 728). Establishment.
Sec. 7282. Duties of the Commission.
Sec. 7283. Membership.
Sec. 7284. Staff and support services.
Sec. 7281 Powers of Commission.
Sec. 7286. Reports.
Sec. 7287. Termination.

Subtitle E—Child Support
CHAPTER )—ELIGIBILI7Y FOR SERVICES;

DISTRIBUTION OF PA YME WI'S

Sec. 730). State obligation to provide child sup-
port enforcement services.

Sec. 7302. Distribution of child support collec-
tions.

Sec. 7303. Rights to notification and hearings.
Sec. 7304. Privacy safeguards.

CHAPTER 2—LOCATE AND CASE TRACKING
Sec. 73)). State case registry.
Sec. 73)2. Callection and disbursement of sup-

port payments.
Sec. 73)3. State directory of new hires.
Sec. 73)4. Amendments concerning income with-

holding.
Sec. 73)1 Locator information from interstate

networks.
Sec. 73)6. Expansion of the Federal parent lo-

cator service.
Sec. 73)7. Collection and use of social security

numbers for use in child support
enforcement.

CHAPTER 3—STREAMLINING AND UNIFORMITY OF
PROCEDURES

Sec. 7321 Adoption of uniform State laws.
Sec. 7322. Improvements to full faith and credit

for chi)d support orders.
Sec. 7323. Administrative enforcement in inter-

state cases.
Sec. 7324. Use of forms in interstate enforce-

ment.
Sec. 7325. State laws providing expedited proce-

dures.
CHAPTER 4—PA TERNI7Y ESTABLISHMENT

Sec. 733). State laws concerning paternity es-
tablishment.

Sec. 7332. Outreach for voluntary paternity es-
tablishment.

Sec. 7333. Cooperation by app)icants for and re-
cipients of temporary family as-
sistance.
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CHAPTER 5—PROGRAM ADMINISTRATION AND

FUNDING

Sec. 7341. Performance-based incentives and
penalties.

Sec. 7342. Federal and State reviews and audits.
Sec. 7343. Required reporting procedures.
Sec. 7344. Automated data processing require-

ments.
Sec. 7345. Technical assistance.
Sec. 7346. Reports and data collection by the

Secretary.

CHAPTER 6—ESTABLISHMENT AND MODIFICATION
OF SUPPORT ORDERS

Sec. 7351. National Child Support Guidelines
Commission.

Sec. 7352. Simplified process for review and ad-
justment of child support orders.

Sec. 7353. Furnishing consumer reports for cer-
tain purposes relating to child
support.

Sec. 7354. Nonliability for depository institu-
tions providing financial records
to State child support enforcement
agencies in child support cases.

CHAPTER 7—ENFORCEMENT OF SUPPORT ORDERS

Sec. 7361. Internal Revenue Service collection of
arrearages.

Sec. 7362. Authority to collect support from
Federal employees.

Sec. 7363. Enforcement of child support obliga-
tions of members of the armed
forces.

Sec. 7364. Voiding of fraudulent transfers.
Sec. 7365. Work requirement for persons owing

child support.
Sec. 7366. Definition of support order.
Sec. 7367. Reporting arrearages to credit bu-

reaus.
Sec. 7368. Liens.
Sec. 7369. State law authorizing suspension of

licenses.
Sec. 7370. Denial of passports for nonpayment

of child support.
Sec. 737). International child support enforce-

ment.
Sec. 7372. Denial of means-tested Federal bene-

fits to noncustodial parents who
are delinquent in paying child
support.

Sec. 7373. Child support enforcement for Indian
tribes.

Sec. 7374. Financial institution data matches.
Sec. 7375. Enforcement of orders against pater-

nal grandparents in cases of
minor pare nts.

Sec. 7376. Sense of the Senate regarding the in-
ability of the non-custodial par-
ent to pay child support.

CHAPTER 8—MEDICAL SUPPORT

Sec. 7378. Technical correction to ERISA defini-
tion of medical chi)d support
order.

Sec. 7379. Enforcement of orders for health care
coverage.

CHAPTER 9—ENHANCING RESPONSIBILITY AND
OPPORTUNITY FOR NONRESIDEfrrL4L PARENTS

Sec. 7381. Grants to States for access and visita-
tion programs.

CHAPTER )0—EFFECT OF ENACTMENT

Sec. 7391. Effective dates.
Subtitle F—Noncitizens

Sec. 740). State option to prohibit assistance for
certain aliens.

Sec. 7402. Deemed income requirement for Fed-
eral and federally funded pro-
grams.

Sec. 7403. Requirements for sponsors affidavit
of support.

Sec. 7404. Limited eligibility of noncitizens for
SSI benefits.

Sec. 7405. Treatment of noncitizens.
Sec. 7406. Information reporting.
Sec. 7407. Prohibition on payment of Federal

benefits to certain persons.
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Subtitle C—Additional Provisions Relating To

Welfare Reform
CHAPTER l—RgDUCTIONS IN FEDERAL

GOVERNMENT POSITIONS

Sec. 7411. Reductions.
Sec. 7412. Reducing personnel in Washington

D.C. area.
CHAPTER 2—BLOCK GRANT FOR SOCIAL

SER VICES.

Sec. 7421. Reduction in block grant for social
services.

Sec. 7422. Establishing national goals to pre.
vent teenage pregnancies.

CHAPTER 3—FOSTER CARE MAINTENANCE
PA YMEWTS PROGR4M

Sec. 7431. Limitation on growth of administra-
tive expenses for foster care main-
tenance payments program.

CHAPTER 4—MISCELLANEOUS PROVISIONS

Sec. 7441. Exemption of battered individuals
from certain requirements.

Sec. 7442. Sense of the Senate on legislative ac-
countability for unfunded man-
dates in welfare reform legisla-
tion.

Sec. 7443. Sense of the Senate regarding en-
forcement of statutory rape laws.

Sec. 7444. Sanctioning for testing positive for
controlled substances.

Sec. 7445. Fraud under means-tested welfare
and public assistance programs.

Subtitle H—Reform of the Earned Income Tax
Credit

Sec. 7460. Amendment of 1986 code.
Sec. 7461. Eai'ned income credit denied to indi-

viduals not authorized to be em-
ployed in the United States.

Sec. 7462. Repeal of earned income credit for in-
dividuals without children.

Sec. 7463. Modification of earned income credit
amount and phaseout.

Sec. 7464. Rules relating to denial of earned in-
come credit on basis of disquali-
fied income.

Sec. 7465. Modification of adjusted gross income
definition for earned income cred-
it.

Sec. 7466. Provisions to improve tax compliance.
Subtitle I—In crease in Public Debt Limit

Sec. 7471. Increase in public debt limit.
Subtitle A—Medicare

CHAPTER I—MEDICARE CHOICE PLANS
Subchapter A—Establishment ofMedicare

Choice Plans
SEC. 7001. MEDICARE CHOICE PLANS.

(a) Title XVIII of the Social Security Act (42
U.S.C. 1395 et seq.) is amended by adding at the
end the following new part:

"PART D—MEDICARE CHOICE PLANS
SUBPART I—DEFINITIONS

"Sec. 1895A. Definitions.
'SUBPART 2—ENTITLEMENT OF MEDICARE CHOICE
ELIGIBLE INDIVIDUALS TO HEALTH CARE CHOICES
"Sec. 1895B. Entitlement to medicare choices.

"Sec. 1895C. Enrollment procedures.
"Sec. 1895D. Effect of enrollment.

'SUBPART 3—MEDICARE CHOICE PLAN
REQ UIREMEWTS

Sec. 1895G. Availability and enrollment.
"Sec. 1895H. Benefits provided to individuals.
Sec. 18951. Licensing and financial require-

ments.
Sec. 1895]. Health plan standards.

"SUBPART 4—DETERMINA TION OF MEDICARE
PAYMENT AMOUNTS AND REBA TES

"Sec. 1895M. Medicare payment amounts.
"Sec. 1895N. Premiums and rebates.
"Sec. 18950. Payments to plan sponsors.

SUBPART 5—CONTRACTUAL AUTHORITY:
TEMPORARY CERTIFICATION; REGULATIONS

"Sec. 1895P. General permission to contract.
'Sec. 1895Q. Renewal and termination of con-

tract.
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'Sec. 1895R. Temporaiy certification process for

coordinated care plans.
"Sec. 1895S. Regulations.

"Subpart 1—Definitions
SEC. I895A. DEFINITIONS.

"(a) MEDICARE CHOICE PLAjV.—In this part—
"(I) IN GENERAL. —The term medicare choice

plan means an eligible health plan with respect
to which there is a contract in effect under this
part to provide health benefits coverage to medi-
care choice eligible individuals.

"(2) MEDICARE CHOICE PLAN 5PON5OR.—The
terms 'medicare choice plan sponsor and 'plan
sponsor' mean a public or private entity which
establishes or maintains a medicare choice plan.

'(b) TERMS RELATING TO HEALTH PLANS. —In
this part:

'(1) ELIGIBLE HEALTH PLAN.—
"(A) IN GENER4L.—The term 'eligible health

plan' means a policy, contract, or plan which is
capable of providing health benefits coverage of
items and services provided under the tradi-
tional medicate program to medicare choice eli-
gible individuals.

'(B) TYPES OF INSURANCE. —The term 'eligible
health plan' shall include any of the following
types of plans of health insurance:

'(i) INDEMNITY OR FEE-FOR-SERVICE PLANS.—
Private indemnity plans that reimburse hos-
pitals. physicians, and other providers on the
basis of a privately determined fee schedule.

'(ii) COORDINATED CARE PLANS.—Private man-
aged or coordinated care plans which provide
health care services through an integrated net-
work of providers, including—

'(I) qualified health maintenance organiza-
tions as defined in section 1310(d) of the Public
Health Service Act: and

'(11) preferred provider organization plans,
point of service plans, provider-sponsored net-
work plans, or other coordinated care plans.

"(iii) OTHER HEALTH CARE PLANS. —Any other
private plan for the delivery of health care items
and services that is not described in clause (i),
or(ii).

'(2) UNION OR ASSOCIA TION PLAN. —
"(A) IN GENERAL—The term union or asso-

ciation plan' means an eligible health plan with
a union sponsor, a Taft-Hartley sponsor, or a
qualified association sponsor that—

(i) is organized for purposes other than to
market a health plan;

(ii) may not condition its membership on
health status, health claims experience, receipt
of health care, medical history, or lack of evi-
dence of insurability of a potential member;

"(iii) may not exclude a member or spouse of
a member from health plan coverage based on
factors described in clause (ii);

"(iv) is a permanent entity which receives a
substantial majority of its financial support
from active members; and

"(v) may not be owned or controlled by an in-
surance company.

"(B) UNION SPONSOR—The term union spon-
sor' means an employee organization that estab-
lishes or maintains an eligible health plan other
than pursuant to a collective bargaining agree-
ment.

"(C) TAFT-I-IARTLEY SPONSOR—The term
'Taft-Hartley sponsor' means, with respect to a
group health plan established or maintained by
2 or more employees or jointly by I or more em-
ployees and I or more employee organizations,
the association, committee, joint board of trust-
ees. or other similar group of representatives of
parties who establish or maintain the plan.

"(D) QUALIFIED ASSOCIATION SPONSOR—The
term 'qualified association sponsor means an
association, religious fraternal organization, or
other organization (which may be a trade, in-
dustly, or professional association. a chamber of
commerce, or a public entity association) which
establishes or maintains an eligible health plan.

"(E) TERMS.—In this paragraph. the terms
'employee', 'employee organization, and 'group
health plan' have the meanings given such
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terms for purposes of part 6 of subtitle B of title
I of the Employee Retirement Income Security
Act of 1974.

'(c) OTHER DEFINITIONS.—In this part:
'0) AREAS.—
'(A) MEDICARE PA YMF.NT AREA. —
'(i) IN GENERAL—Except as provided in

clause (ii), the term medicare payment area'
means—

'(I) a metropolitan statistical area (whether
or not such area is in a single State) or in the
case of a consolidated metropolitan statistical
area, each primaly metropolitan statistical area
within the consolidated area: or

(II) one area within each State composed of
all areas that do not fall within a metropolitan
statistical area.

"(ii) GEOG.c,-IPHIC ADJUSTMENT—Upon request
of a State, the Secretary may make a geographic
adjustment to a medicare payment area other-
wise determined under clause (i),

'(iii) AREAS. —In this subparagraph. the terms
'metropolitan statistical area. consolidated
metropolitan statistical area, and primary met-
ropolitan statistical area' mean any area des-
ina ted as such by the Secretaiy of Commerce.

"(B) MEDICARE SERVICE AREA.—
'(i) IN GENERAL—Except as provided in

clause (ii), the term medicare service area
means a medicare payment area,

"(ii) GEOGR4PHIC ADJUSTMEJVr. — The Sec-
retaly may designate a medicare service area
other than a medicare payment area for a medi-
care choice plan if the Secretary determines that
such designation would not result in the enroll-
ment of enrollees in the plan in such area which
are substantially nonrepresentative, as deter-
mined in accordance with regulations of the
Secretary, of the population in the medicare
payment area.

"(2) MEDICARE CHOICE ELIGIBLE INDIVIDUAL. —
(A) IN GENERAL. — The term 'medicare choice

eligible individual' means an individual who is
entitled to benefits under part A and enrolled
underpart B.

'(B) SPECIAL RULE FOR END-STAGE RENAL DIS-
EASE—Such term shall not include an individ-
ual medically determined to have end-stage
renal disease, except that an individual who de-
velops end-stage renal disease while enrolled in
a medicare choice plan may continue to be en-
rolled in that plan. Not later than December 31,
1999, the Secretary shall submit to the Congress
recommendations on expanding the definition of
medicare choice eligible individual' to include
individuals with end-stage renal disease and the
enrollment of such individuals in medicare
choice plans.

"(3) TR4DITIONAL MEDICARE PROGRAM.—The
term traditional medicate program' means the
program of benefits available to individuals en-
titled to benefits under part A and enrolled
under part B of this title, other than enrollment
in a medicare choice plan under this part.
"Subpart 2—Entitlement of Medicare Choice
Eligible Individuals to Health Care Choices

SEC. 18958 ENTITLEMENT TO MEDICARE
CHOICES.

"Each medicare choice eligible individual is
entitled to choose to receive health care items
and services covered under parts A and B—

'(1) through the traditional medicare pro-
gram; or

'(2) by receiving payments toward the indi-
viduals enrollment in a medicare choice plan
under this part.
'SEC. 1895C. ENROLLMENTPROCEDURES.

"(a) IN GENERAL—Except as provided in sec-
tion 1895G(a)(2), each medicare choice eligible
individual shall be entitled to enroll in any med-
icare choice plan with a medicare service area
including the geographic area in which the indi-
vidual resides during—

'(1) the annual open enrollment period de-
scnbed in section 1895G(b) (I): or

(2) any other enrollment period described in
section 1895G(b) (2) applicable to the individual.
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'(b) METHOD OF ENROLLMEIW' AND

DISENROLLMENT. —
'(1) NOTICE PROVIDED TO THE SECRETARY—

Each medicare choice eligible individual desiring
to enrOll or terminate enrollment in a medicare
choice plan shall provide the Secretary with no-
tice of such enrollment or disenrollment during
any enrollment period applicable to the individ-
ual. The Secretary shall, to the extent feasible,
provide for the receipt of such notice by tele-
phone, through the mail, and in person at local
social security offIces.

'(2) INFORMATION FORWARDED TO THE PLAN. —
The Secretary shall promptly pro vide each medi-
care choice plan with notice of an individual's
enrollment or disenrollment with the plan.

'(c) NOTICES TO INDIVIDUALS To ASSIST IN EN-
ROLLMENT. —

"(I) OPEN SEASON NOTIFICATION. —
"(A) MAILING OF NOTICE—By September30 of

each year beginning after 1995, the Secretary
shall mail a notice of eligibility to each medicare
choice eligible individual and each individual
entided to benefits underpart A prior to the end
of th annual open enrollment period described
in section l895G'b,)O).

"(B,) NOTICE DESCRIBED—The notice described
in subparagraph (A) shall include an informa-
tional brochure that includes the information
described in this section. and any other infor-
mation that the Secretary determines will assist
the individuals enrollment decision.

"(2) NOTIFICATION TO NEWLY MEDICARE
CHOICE ELIGIBLE INDIVIDUALS. — With respect to
an individual who becomes eligible to enroll in
a medicare choice plan during the period de-
scribed in section l895G(b)(2)(A) and to whom
paragraph (I) does not apply, the Seci,tary
shall, not later than 2 months before the date on
which the individual becomes eligible, mail to
the individual the notice of eligibility described
in paragraph (I).

"(d) SECRETARY'S MATERIALS: CO,W'ENTS.—
The notice and infomiational materials mailed
by the Secretary under subsection (c) shall be
written and formatted in the most easily under-
standable manner possible, and shall include, at
a minimum, the following:

(1) GENERAL INFORMATION. —General infor-
mation with respect to coverage under this part
during the next calendar year. including—

"(A) the part B premium rates that will be
charged for part B coverage.

(B) the deductible. copayment. and coinsur-
ance amounts for coverage under the traditional
medicare program.

'(C) a description of the coverage under the
traditional medicare program and any changes
in coverage under the program from the prior
year.

a description of the individual's medi-
care payment area, and the standardized medi-
care payment amount available with respect to
such individual,

'(E) information and instructions on 110w to
enroll in a medicare choice plan.

(F) the right of each medicare choice plan
sponsor by law to terminate or refuse to renew
its contract and the effect the termination or
nonrenewal of its contract may have on individ-
uals enrolled with the medicare choice plan
under this part, and

'(G) to the extent available, quality indicators
for the traditional medicare program and each
medicare choice plan, including—

(i) disen.rollment rates for medicare enrollees
for the previous 2 years (excluding disenrollment
due to death or moving outside the plans medi-
care service area), and

'(ii) information on medicare enrollee satis-
faction and health outcomes.

'(2) PLAN-SPECIFIC INFORMATION. —Informa-
tion for the next calendar year for each medi-
care choice plan in the individual's medicare
payment area. including—

(A) the plan's medicare service area,
'(B) the enrollees rights to benefits under the

plan, including—
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'(i) covered items and services.
"(ii) deductible, coinsurance, and copayment

amounts, and .

"(iii) the enrollee's liability for payment
amounts billed in excess of the plan s fee sched-
ule,

'(C) the extent to which enrollees may select
the providers of their choice (from within or Out-
side the plan 's network of providers if applica-
ble) and the restrictions (if any) on the plan's
payment for services furnished to the enrollees
by other than the plan 's participating providers,

"(D) out-of-area coverage provided by the
plan,

'(E) coverage of emergency services and ur-
gently needed care.

"(F) appeal rights of enrollees, including the
right to address grievances to the Secretary or
the applicable external review entity,

'(G) whether the plan is out-of-compliance
with any requirements of this part (as deter-
mined by the Secretary),

"(I-f) the plan's premium price submitted
under section 1895N(a)(l) and an indication of
the difference between such premium price and
the standardized medicare payment amount,
and

"(I) optional supplemental coverage available
from the plan. including—

'(i) the supplemental items and services cov-
ered, and

"(ii) the premium price for the optional sup-
plemental benefits.

"(e) ASSISTANCE.—
'(1) AGREEMENTS WITH COMMISSIONER OF SO-

CIAL SECURiTY.—In order to promote the effi-
cient administration of this section and this
part. the Secretary may enter into an agreement
with the Commissioner of Social Security under
which the Commissioner performs administrative
responsibilities relating to enrollment and
disenrollment under this section.

"(2) USE OF NON-FEDERAL ENTITIES—The Sec-
retary shall, to the maximum extent feasible.
enter into contracts with appropriate non-Fed-
eral entities to carry Out activities under sub-
section (d).

'(3) PLANS. —Each medicare choice plan spon-
sor shall provide such information as the Sec-
retary requests with respect to a medicare choice
plan in order to carry Out activities under sub-
section (d),
SEC. 1895D. EFFECT OF ENROLLMENT.

"(a) PREMIUM DIFFEREI-'rnALS.—If a medicare
choice eligible individual enrolls in a medicare
choice plan, the individual—

'(I) shall receive a rebate in the amount de-
termined under section 1895N(b) if the plan's
premium is less than the standardized medicare
payment amount; and

'(2) shall be required to pay the plan's pre-
mium in excess of the standardized medicare
payment amount.

'(b) PERIOD OF ENROLLMEIW'. —
'(I) ANNUAL ENROLLMENT PERIOD—An indi-

vidual enrolling in a medicare choice plan dur-
ing the annual open enrollment period under
section 1895G(b)(l) shall be enrolled in the plan
for the calendar year following the open enroll-
ment period.

"(2) SPECIAL ENROLLME,W' PERIODS—An indi-
vidual enrolling in a plan under section
1895G('b)(2) shall be enrolled in the plan for the
portion of the calender year on and after the
date on which the enrollment becomes effective
(as specified by the Secretary).

'(3) TERMINATIONS.—
'(A) IN GENERAL—Except as otherwise pro-

vided in this subsection. an individual may not
terminate enrollment in a medicare choice plan
before the next annual open enrollment period
applicable to the individual.

(B) QUALIFYING EVENTS—Notwithstanding
subparagraph (A), an individual may terminate
enrollment in a medicare choice plan if—

(i) the individual moves to a new medicare
service area, or
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"(ii') the individual has experienced a qualify-

ing event (as determined by the Secretary).
'(C) FOR CAUSE—Notwithstanding subpara-

graph (A), an individual may terminate enroll-
ment in a medicare choice plan if the plan fails
to meet quality or capacity standards or for
other cause as determined by the Secretary.

"(1)) TERMINATION AFTER INITIAL ENROLL-
MENT.—An individual may terminate enrollment
in a medicare choice plan within 90 days of the
individual's initial enrollment in such medicare
choice plan and enroll in another medicare
choice plan or the traditional medicare program.

"(4) SEAMLESS ENROLLME,W',—If a medicare
choice eligible individual is enrolled in a medi-
care choice plan under this part and such indi-
vidual fails to provide the Secretary with notice
of the individuals enrollment or disenrollment
under section 1895C(b)(l) during any open en-
rollment period applicable to the individual, the
individual shall be deemed to have reerirolled in
the plan.

'(5) SPECIAL RULES FOR HIGH DEDUCTIBLE
PLANS—In the case of a high deductible plan
described in section 1895A (b)(l)(B)(ii,) operated
in connection with a medicare choice account.
an individual may not terminate enrollment in
the plan (other than under para,raph (3) (B),
(C). or (D)) without at least 12 months notice
given during the annual open enrollment period
under section 1895G(b)(I).

'(6) SPECIAL RULES FOR UNION, TAFT-HART-
LEY. OR ASSOCIATION PLANS—The Secretary
shall establish special enrollment rules for the
enrollment of individuals in medicare choice
plans that are union or association-sponsored
health plans described in section 18.95A (b)(2).

"(c) SOLE PAYMEJ'TrS.—SubJect to subsections
(d)(2) and (e) of section 1895H, payments under
a contract to a medicare choice plan under sec-
tion 18950 and for rebates under section
1895N(b) shall be instead of the amounts which
(in the absence of the contract) would be other-
wise payable under the traditional medicare
program for items or services furnished to indi-
viduals enrolled with the plan under this sec-
tion.

'Subpart 3—Medicare Choice Plan
Requirements

SEC. 1895G. A VAILABILITY AND ENROLLMENT.
"(a) GENERAL A VAILABILrTY. —
'(1) IN GENERAL. —Except as provided in para-

graph (2). each medicare choice plan sponsor
shall provide that each medicare choice eligible
individual shall be eligible to enroll under this
part in a medicare choice plan of the sponsor
during an enrollment period applicable to such
individual if the plan's medicare service area in-
cludes the geographic area in which the individ-
ual resides.

"(2) EXCEPTIONS. —
'(A) ACCEPTANCE 7V LIMITS OF CAPACITY.—

Each medicare choice plan sponsor shall provide
that. at any time during which enrollments are
accepted. the plan sponsor will accept medicare
choice eligible individuals in the order in which
they apply for enrollment up to the limits of the
medicare choice plan 's capacity (as determined
by the Secretary) and without restrictions. ex-
cept as may be authorized in regulations. The
preceding sentence shall not apply if it would
result in the enrollment of enrollees substan-
tially nonrepresentative. as determined in ac-
cordance with regulations of the Secretary. of
the medicare population in the medicare service
area of the plan.

'(B) UNION. TAFT-HARTLEY, OR ASSOCIATION
HEALTH PLAN—A medicare choice plan sponsor
of a union or association plan described in sec-
tion 1895A(b)(2) shall limit its enrollment to
members of the sponsoring group who are enti-
tled to all rights and privileges of any other
members of the group and spouses of such mem-
bers, An association plan which is sponsored by
a religious fraternal benefit society may limit
membership to individuals who share the same
religious convictions as the society.
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'(3) POINT-OF-SERvICE COVERAGE—If a Medi-

care Choice sponsor offers a Medicare Choice
plan that limits benefits to items and service's
furnished only by providers in a network of pro-
viders which have entered into a contract with
the sponsor. the sponsor must also offer at the
time of enrollment, a Medicare Choice plan that
permits payment to be made under the plan for
covered items and services when obtained out-
of-network by the individual,

"(b) ENROLLMENT PERIODS.—
'(1) ANNUAL OPEN ENROLLMENT PERIOD.-

Each medicare choice plan sponsor shall offer
an annual open enrollment period in November
of each year for the enrollment and termination
of enrollment of medicare choice eligible individ-
uals for the next year.

"(2) ADDITIONAL PERIODS—Each medicare
choice plan sponsor shall accept the enrollment
of an individual in the medicare choice plan—

'(A) during the initial medicare enrollment
period specified by section 1837 that applies to
the individual (effective as specified by section
1838). and

'LB) during the period specified by the Sec-
retary following any termination of the enroll-
ment of the individual in a medicare choice plan
under subparagraph (B,). (C). or (D) of section
1895D(b)(3).

(c) PLAN PARTICIPATION IN ENROLLMEi'rr
PROCESS. —

"(1) IN GENERAL—In addition to any inforrna-
tional materials distributed by the Secretary
under section 1895C(c). a medicare choice plan
sponsor may develop and distribute marketing
materials and engage in marketing strategies in
accordance with this subsection.

'(2) PLAN MARKETING AND ADVERTISING
STANDARDS—Any marketing material developed
or distributed by a medicare choice plan sponsor
and any marketing strategy developed by such
plan sponsor—

'(A) shall accurately describe differences be-
tween health care coverage available under the
plan and the health care coverage available
under the traditional medicare program.

'B) shall be pursued in a manner not in-
tended to violate the nondiscrimination require-
ment of section 1895J(e)(f). and

'(C) shall not contain false or materially mis-
leading information, and shall conform to any
other fair marketing and advertising standards
and requirements applicable to such plans under
law.

"(3) PRIOR APPROVAL BY SECRETARY.—
'(A) IN GENERAL—No marketing materials

may be distributed by a medicare choice plan
sponsor to (or for the use of) individuals eligible
to enroll with the plan under this part unless—

(i) at least 45 days before its distribution, the
plan has submitted the material to the Secretary
for review, and

'(ii) the Secretary has not disapproved the
distribution of the material.

"(B) REVIEW—The Secretary shall review all
marketing materials submitted under guidelines
established by the Secretary and shall dis-
approve such material if the Secretary deter-
mines. in the Secretary's discretion, that the
material is materially inaccurate or misleading
or otherwise makes a material misrepresenta-
tion.

"(C) DEEMED APPROVAL—If marketing mate-
rial has been submitted under subparagraph (A)
to the Secretary or a regional office of the De-
partment of Health and Human Services and the
Secretary or the office has not disapproved the
distribution of the materials under subpara-
graph (B) with respect to an area, the Secretary
is deemed not to have disapproved such distribu-
tion in all areas covered by the plan.
'SEC. 1895H. BENEFITS PROVIDED TO INDJVID.

UALS.
"(a) BASIC BENEFITS—Each medicare choice

plan shall provide to members enrolled under
this part, through providers and other persons
that meet the applicable requirements of this
title and part A of title XI—
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'(1) those items and services covered under

parts A and B of this title which are available
to individuals residing in the medicare service
area of the plan. and

'(2) additional health services as the Sec-
retary may approve.
The Secretary shall approve any such addi-
tional health care services which the plan pro-
poses to offer to such members, unless the Sec-
retary determines that including such addi-
tional services will substantially discourage en-
rollment by medicare choice eligible individuals
with the plan.

"(b) SUPPLEMENTAL BENEFITS—Each medi-
care choice plan may offer optional supple-
mental benefits to each individual enrolled in
the plan under this part for an additional pre-
mium amount. If the supplemental benefits are
offered only to individuals enrolled in the spon-
sor's plan under this part, the additional pre-
mium amount shall be the same for all enrolled
individuals in the medicare payment area. Such
benefits may be marketed and sold by the medi-
care choice plan sponsor outside of the enroll-
ment process described in section 1895D(b).

(c) COST-SHARING. —
"(I) ENROLLEE COST-SHARING UNDER CHOICE

PLAN MA Y NOT EXCEED MEDICARE ENROLLEE
COST. —Except as provided in paragraph (2). in
no event may the average total amount of
deductibles, coinsurance, and cop aym ents
charged an individual under a medicare choice
plan with respect to basic benefits described in
subsection (a)(1) for a year exceed the average
total amount of deductibles, coinsurance, and
copayments charged an individual under the
traditional medicare program for a year.

'(2) HIGH DEDUCTIBLE PLANS. —Subparagraph
(A) shall not apply to a high deductible plan de-
scribed in section 1895A(b)(1)(B) (iii').

"(3) DETERMINATION ON OTHER BASIS—If the
Secretary determines that adequate data are not
available to determine the average amount
under paragraph (I), the Secretary may deter-
mine such amount with respect to all individ-
uals in the medicare payment area, the State. or
in the United States, eligible to enroll in such
plan under this part or on the basis of other ap-
propriate data.

"(d) NATIONAL COVERAGE DETERMINATION—If
there is a national coverage determination made
in the period beginning on the date of an an-
nouncement under section 1895M(a) and ending
on the date of the next announcement under
such section and the Secretary projects that the
determination will result in a significant change
in the costs to the medicare choice plan of pro-
'iding the benefits that are the subject of such
national coverage determination and that such
change in costs was not incorporated in the de-
eermination of the medicare payment amount in-
cluded in the announcement made at the begin-
ning of such period—

"(1) such determination shall not apply to
contracts under this part until the first contract
year that begins after the end of such period.
and

'(2) if such coverage determination provides
for coverage of additional benefits or coverage
under additional circumstances, section
18951(b) (2) shall not apply to payment for such
additional benefits or benefits provided under
such additional circumstances until the first
contract year that begins after the end of such
period,
unless otherwise required by law.

'(e) OVERLAPPING PE.PJODS OF COVERAGE. —A
contract under this part shall provide that in
the case of an individual who is receiving inpa-
tient hospital services from a subsection (d) hos-
pital (as defined in section 1886(d)(l)(B)) as of
the effective date of the individual's—

'(1) enrollment with a medicare choice plan
under this part—

'(A) payment for such services until the date
of the individual's discharge shall be made
uider this title as if the individual were not en-
rolled with the plan,
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"(B) the plan sponsor shall not be financially

responsible for payment for such services until
the date after the date of the individual's dis-
charge, and

"(C) the plan sponsor shall nonetheless be
paid the full amount otherwise payable to the
plan under this part. or

'(2) termination of enrollment with a medi-
care choice plan under this part—

'(A) the plan sponsor shall be financially re-
sponsible for payment for such services after
such date and until the date of the individual's
discharge.

"(B) payment for such services during the
stay shall not be made under section 1886(d).
and

"(C) the plan sponsor shall not receive any
payment with respect to the individual under
this part during the period the individual is not
enrolled

"(I) ORGANIZATION AS SECONDARY PAYER.—
Notwithstanding any other pro vision of law, a
medicare choice plan sponsor may (in the case
of the provision of services to an individual
under this part under circumstances in which
payment is made secondary pursuant to section
1862(b)(2)) charge or authorize the provider of
such services to charge, in accordance with the
charges allowed under the law, plan. or policy
which is the primary payer under such cir-
cumstances—

"(1) the insurance carrier, employer, or other
entity which under such law, plan, or policy is
to pay for the provision of such services, or

'(2) such individual to the extent that the in-
dividual has been paid under such law. plan. or
policy for such services.
'SEC. 18951. LICENSING AND FINANCIAL RE-

QUIREMENTS.
"(a) LICENSING REQUJREMEArT. —
'(1) IN GENERAL—A medicare choice plan

sponsor shall be organized and licensed under
applicable State law as a risk-bearing entity eli-
gible to offer health insurance or health benefits
coverage in each State in which the medicare
choice plan enrolls individuals under this part.

"(2) EXCEPTION FOR UNION, TAFT-HARTLEY, OR
ASSOCIATION PLANS. —Paragraph (1) shall not
apply to a union or association plan described
in section 1895A (b)(2) if such plan is exempt
from such requirements under the Employee Re-
tirement Income Security Act of 1974.

"(3) COORDINATED CARE PLANS. —Paragraph
(1) shall apply to a coordinated care plan except
to the extent provided in section 1895R.

'(b) ASSUMPTION OF FULL FINANCIAL RISK.—
A medicare choice plan sponsor shall assume
full financial risk on a prospective basis for the
provision of health care services for which bene-
fits are required to be provided under section
1895H(a) (1), except that such plan sponsor
may—

"(1) obtain insurance or make other arrange-
ments for the cost of such health care services
the aggregate value of which exceeds $5,000 in
any year,

"(2) obtain insurance or make other arrange-
ments for the cost of such health care services
provided to its enrolled members other than
through the plan sponsor because medical ne-
cessity required their provision before they could
be secured through the plan sponsor,

"(3) obtain insurance or make other arrange-
ments for not more than 90 percent of the
amount by which its costs for any of its fiscal
years exceed 115 percent of its income for such
fiscal year, and

(4) make arrangements with physicians or
other health professionals, health care institu-
tions, or any combination of such individuals or
institutions to assume all or part of the finan-
cial risk on a prospective basis for the provision
of basic health services by the physicians or
other health professionals or through the insti-
tutions,

(c) PROTECTION AGAINST RISK OF INSOL-
VENCY. —

"(1) IN GENERAL—A medicare choice plan
sponsor shall make adequate provision against
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the risk of insolvency (including provision to
prevent enrollees from being held liable to any
person or entity for the plan sponsor's debts in
the event of the plan sponsors insolvency)—

"(A) as determined by the Secretary, or
(B) as determined by a State which the Sec-

retary determines requires solvency standards at
least as stringent as the standards under sub-
paragraph (A).

(2) FACTORS TO CONSIDER. —In establishing
standards under paragraph (1) for coordinated
care plans described in section
1895A (b) (1) (B) (ii), the Secretary shall consult
with interested parties and shall take into ac-
count—

"(A) a coordinated care plan sponsors deli v-
ezy system assets and its ability to provide serv-
ices directly to enrollees through affiliated pro-
viders, and

'(B) alternative means of protecting against
insolvency. including reinsurance, unrestricted
surplus, letters of credit, guarantees, organiza-
tional insurance coverage, and partnerships
with other licensed entities.
The Secretary is not required to include alter-
native means described in subparagraph (B) in
the standards but may consider such alter-
natives where consistent with the standards.

'(d) PA YMEMJ'S TO THE PLAN. —
"(1) PREPAID PAYMEIVT.—A medicare choice

plan sponsor shall be compensated (except for
deductibles, coinsurance, and copayments) for
the provision of health care services to individ-
uals enrolled under this part by a payment by
the Secretary (and if applicable, the individual)
which is paid on a periodic basis without regard
to the date the health care services are provided
and which is fIxed without regard to the fre-
quency. extent, or kind of health care service
actually provided to a member.

"(2) SOLE PAYMEI.fl'S.—Subject to subsections
(d)(2) and (e) of section 1895H, if an individual
is enrolled under this part with a medicare
choice plan, only the plan sponsor shall be enti-
tled to receive payments from the Secretary
under this title for se/-vices furnished to the in-
dividual.
"SEC. 1895J. HE4LTHPL4N STANDARDS.

"(a) IN GEFIERA.L.—Each medicare choice plan
sponsor shall meet the requirements of thL sec-
tion.

"(1,) QUALm' ASSURAJ'/CE AND ACCREDITA-
TION. —

"(1) INTERNAL REVIEW. —
"(A) IN GENERAL—Each medicare choice plan

sponsor must establish an ongoing quality as-
surance program (in accordance with regula-
tions established by the Secretary) for health
care services it provides to such individuals.

"(B) ELEMENTS OF PROGRAM—The quality as-
surance program established under subpara-
graph (A) shall—

(i) stress health outcomes.
"(ii') provide for the establishment of written

protocols for utilization review, based on cur-
rent standards of medical practice.

'(iii) provide review by physicians and other
health care professionals of the process followed
in the provision of such health care services,

"(iv) monitor and evaluate high-volume and
high-risk services and the care of acute and
chronic conditions.

(v) evaluate the continuity and coordination
of care that enrollees receive.

"(vi) have mechanisms to detect both under-
utilization and overutilization of services,

(vii) after identifying areas for improvement.
establish or alter practice parameters.

'(viii,) take action to improve quality and as-
sess the effectiveness of such action through
systematic followup.

(ix) make available information on quality
and outcomes measures to facilitate beneficiary
comparison and choice of health coverage op-
tions (in such form and on such quality and
outcomes measures as the Secretary determines
to be appropriate), and
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'(x) provide that the program is evaluated on

an ongoing basis as to its effectiveness.
'(2) EXTERNAL REVIEW.—

'(A) IN GENERAL—Each medicare choice plan
sponsor shall, for each medicare choice plan it
operates. have an agreement with an independ-
ent quality review and improvement organiza-
tion approved by the Secretary.

"(B) FUNCTIONS OF ORGANIZATION. —Each
independent quality review and improvement or-
ganization with an agreement under subpara-
graph (A) shall—

(i) provide an alternative mechanism for ad-
dressing enrollee grievances.

(ii) review plan performance based on ac-
cepted quality performance criteria.

"(iii) promote and make plans accountable for
improved plan performance,

(iv) integrate into ongoing external quality
assurance activities a new set of quality indica-
tors and standards developed specifically for the
medicare population that would be used to de-
termine whether a plan is providing quality care
and appropriate continuity and coordination of
care, and

'(v) report to the Secretary on those plans
that have demonstrated unwillingness or inabil-
ity to improve their performance.

"(3) ACCREDITATION—Each medicare choice
plan sponsor shall be required—

(A) to meet accreditation standards estab-
lished by the Secretary. or

'(B) to be accredited by an external independ-
ent accrediting organization, recognized by the
Secretary as requiring standards at least as
stringent as the standards established under
subparagraph (A).

(4) ENCOUNTER DATA. —The Secretary shall
create incentives for medicare choice plan spon-
sors to report aggregate encounter data, includ-
ing data on physician visits, nursing home days.
home health days. hospital inpatient days. and
rehabilitation services.

'(c) ACCESS—Each medicare choice plan
sponsor shall—

(1) make the services described 'in section
I895H(a) (and such other health care services as
such individuals have contracted for) available
and accessible to each such individual, within
the medicare service area of the plan. with rea-
sonable promptness. and in a manner which
assures continuity.

'(2) provide for reimbursement with respect to
such services which are provided to such an in-
dividual other than through the plan's provid-
ers. if—

(A) the services were medically necessary
and immediately required because of an unfore-
seen illness, injury. or condition. and

'(B) it was not reasonable given the cir-
cumstances to obtain the services through the
plan's providers.

'(3) provide access to appropriate providers,
including credentialed specialists. for all medi-
cally necessary treatment and services, and

'(4) except as provided by the Secretary on a
case-by-case basis, in the case of a coordinated
care plan described in section 1895A (b) (1) (B)(ii),
provide primary care services within 30 minutes
or 30 miles from an enrollee's place of residence
if the enrollee resides in a rural area.

(d) CAPACITY—Each medicare choice plan
sponsor shall provide the Secretary with a dem-
onstration of the plan s capacity to adequately
service the plan's expected enrollment of indi-
viduals under this part.

• (e) CONSUMER PROTECTIONS. —
'(1) NONDISCRIMINATION. —Each medicare

choice plan sponsor shall provide assurances to
the Secretary that it will not deny enrollment
to, expel. or refuse to reenroll any such individ-
ual because of the individual's health status or
requirements for health care services, and that
it will notify each such individual of such fact
at the time of the individual's enrollment. A
medicare choice plan sponsor may not cancel or
refuse to renew a beneficiary except in the case
of fraud or nonpayment of premium amounts
due the plan.
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'(2) GRIEVANCE PRO CEDURES.—
'(A) IN GENERAL—Each medicare choice plan

sponsor shall provide meaningful procedures for
hearing and resolving grievances between the
plan (induding any entity or individual
through which the plan provides health care
services) and members enrolled with the plan
under this part.

'(B) HEARING REQUIREMENT. —A member en-
rolled with a medicare choice plan under this
part who is dissatisfied by reason of his failure
to receive any health service to which he be-
lieves he is entitled and at no greater charge
than he believes he is required to pay is entitled.
if the amount in controversy is $100 or more, to
a hearing before the Secretary to the same ex-
tent as is provided in section 205(b). and in any
such hearing the Secretary shall make the plan
sponsor a party. If the amount in controversy is
$1,000 or more. the individual or plan sponsor
shall. upon notifying the other party, be enti-
tled to judicial review of the Secretary's final
decision as provided in section 205(g). and both
the individual and the plan sponsor shall be en-
titled to be parties to that judicial review In ap-
plying sections 205(b) and 205(g) as provided in
this subparagraph. and in applying section
205(1) thereto, any reference therein to the Com-
missioner of Social Security or the Social Secu-
rity Administration shall be considered a ref-
erence to the Secretary or the Department of
Health and Human Services, respectively.

"(C) EXPEDITED REVIEW. —The Secretary shall
provide an expedited review procedure under
subparagraph (B) where a failure to receive any
health care service or payment for such service
would result in significant harm.

'(3) SUPPLEMENTAL COVERAGE IF PLAN TERMI-
NA TES THE CONTRA CT. —Each medicare choice
plan sponsor that provides items and services
pursuant to a contract under this part shall
provide assurances to the Secretary that in the
event the contract is terminated, the sponsor
shall provide or arrange for supplemental cov-
erage of benefits under this title related to a pre-
existing condition with respect to any exclusion
period, to all individuals enrolled with the en-
tity who receive benefits under this title, for the
lesser of 6 months or the duration of such pe-
nod.

"(1) PROMPT PA YMENT. —
"(1) IN GENER4L.—Each medicare choice plan

sponsor shall provide prompt payment (consist-
ent with the provisions of sections 1816(c) (2) and
1842(c) (2)) of claims submitted for services and
supplies furnished to individuals pursuant to
such contract, if the services or supplies are not
furnished under a contract between the plan
and the provider or supplier.

"(2) DIRECT PA YMENT. —In the case of a medi-
care choice plan sponsor which the Secretary
determines, after notice and opportunity for a
hearing, has failed to make payments of
amounts in compliance with paragraph (1), the
Secretary may provide for direct payment of the
amounts owed to providers and suppliers for
such covered services furnished to indi'viduals
enrolled under this part under the contract. If
the Secretary provides for such direct payments,
the Secretary shall provide for an appropriate
reduction in the amount of payments otherwise
made to the plan sponsor under this part to re-
flect the amount of the Secretary s payments
(and costs incurred by the Secretary in making
such payments).

'(g) ADVANCE DIRECTIVES—A contract under
this part shall provide that a medicare choice
plan sponsor shall meet the requirement of sec-
tion 1866(1) (relating to maintaining written
policies and procedures respecting advance di-
rectives).

'(h) TIMELY AUTHORIZATION FOR PROMPTLY
NEEDED CARE IDENTIFIED AS A RESULT OF RE-
QUIRED SCREENING EVALUATION. —

'(1) ACCESS TO PROCESS. —A medicare choice
plan sponsor shall provide access 24 hours a
day. 7 days a week to such persons as may be
authorized to make any prior authorizations re-
quired by the plan sponsor for coverage of items
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and services (other than emergency services)
that a treating physician or other emergency de-
partment personnel identify, pursuant to a
screening evaluation required under section
1867(a). as being needed promptly by an individ-
ual enrolled with the organization under this
part.

"(2) DEEMED APPROVAL—A medicare choice
plan sponsor is deemed to have approved a r-
quest for such promptly needed items and sen/-
ices if the physician or other emergency depart-
ment personnel involved—

'(A) has made a reasonable effort to contact
such a person for authorization to provide an
appropriate referral for such items and services
or to provide the items and services to the indi-
vidual and access to the person has not beeti
provided (as required in paragraph (1)). or

'(B) has requested such authorization frorii
the person and the person has not denied the
authorization within 30 minutes after the time
the request is made.

"(3) EFFECT OF APPROVAL—Approval of a re
quest for a prior authorization determination
(including a deemed approval under paragraph
(2)) shall be treated as approval of a request for
any items and services that are required to treat
the medical condition identified pursuant to tht'
required screening evaluation.

"(4) DEFINITION OF EMERGENCY SERVICES—In
this subsection, the term 'emergency services
means—

'(A) health care items and services furnished
in the emergency department of a hospital (in-
cluding a trauma center), and

'(B) ancillary services routinely available to
such department.
to the extent they are required to evaluate and
treat an emergency medical condition (as de-
fined in paragraph (5)) until the condition is
stabilized.

"(5) EMERGENCY MEDICAL CONDITION—In
paragraph (4). the term 'emergency medical con-
dition' means a medical condition, the onset of
which is sudden, that manifests itself by symp-
toms of sufficient severity, including severe
pain, that a prudent layperson, who possesses
an average knowledge of health and medicine.
could reasonably expect the absence of imme-
diate medical attention to result in—

(A) placing the person's health in serious
jeopardy,

'(B) serious impairment to bodily functions,
or

'(c) serious dysfunction of any bodily organ
or part.

'Subpart 4—Determination ofMedicare
Payment Amounts and Rebates

'SEC. 1895/il. MEDICARE PA rMENrAMOUNTS.
'(a) IN GENERAL—Not later than July 31 of

each calendar year (beginning with 1996), the
Secretary shall determine, and announce in a
manner intended to provide notice to interested
parties, a standardized medicare payment
amount determined in accordance with this sec-
tion for the following calendar year for each
medicare payment area.

"(b) cALCULATION OF STANDARDIZED MEDI-
CARE PA YMEISTI' AMOUNTS. —For purposes of this
part—

"(1) 1997.—
"(A) IN GENERAL—The standardized medicare

payment amount for calendar year 1997 for a
medicare payment area shall be equal to the sum
of—

"(i') 50 percent of the modified per capita rate
for calendar year 1996, and

"(ii) 50 percent of the adjusted average na-
tional per capita rate for calendar year 1996,
increased by the percentage increase in the
gross domestic product per capita for the 12-
month period ending on June 30, 1996.

"(B) MODIFIED PER CAPITA RATE. —For pur-
poses of subparagraph (A)(i). the modified per
capita rate for calendar year 1996 for a medicare
payment area shall be equal to the per capita
rate which would have been determined (with-
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Out regard to class) under section 1876(a) (l)(c)
for 1995 if—

'(i) the applicable geographic area were the
medicare payment area, and

'(ii') 50 percent of any payments attributable
to sections 1886 (d) (5) (B), 1886(h). and
1886(d)(5)(F) (relating to IME. GME. and DSH
payments) were not taken into account.
increased by the percentage increase which the
Secretary estimates will occur in medicare ex-
penditures per capita for 1996 over medicare ex-
penditures per capita for 1995.

"(c) ADJUSTED A VERAGE NA TIONAL PER CAPITA
RATE. —

'(i) IN GENERAL—For purposes of subpara-
graph (A)(ii), the adjusted average national per
capita rate for a medicare payment area for cal-
endar year 1996 shall be equal to the sum, for all
types of medicare services (as classified by the
Secretary). of the product for each such type
of—

"(I) the average national per capita rate for
1996.

"(II) the proportion of such rate for the year
which is attributable to such type of services,
and

"(III) an index that reflects for 1996 and that
type of service the relative input price of such
services in the medicare payment area as com-
pared to the national average input price of
such services.
In applying subcla use (III), the Secretary shall
apply those indices that are used in applying
(or updating) medicare payment rates for spe-
cific areas and localities.

"(ii) AVERAGE NATIONAL PER CAPITA RATE.—
For purposes of clause (i'), the average national
per capita rate for 1996 is the weighted average
of the modified per capita rates determined
under subparagraph (B) for all medicare pay-
ment areas for 1996.

"(2) SUCCEEDING YEARS.—
"(A) IN GENERAL—The standardized medicare

payment amount for any calendar year after
1997 in a medicare payment area shall be an
amount equal to the standardized medicare pay-
ment amount determined for such area for the
preceding year, increased by the percentage in-
crease in the gross domestic product per capita
for the 12-month period ending on June 30 of the
preceding calendar year.

"(B) SPECIAL RULE FOR 1998.—In applying sub-
paragraph (A) for 1998. the standardized medi-
care payment amount for the preceding cal-
endar year shall be the amount which would
have been determined if clause (ii) of paragraph
(l)(B) had been applied by substituting '100 per-
cent' for '50 percent.

"(3) SPECIAL RULE FOR INDIVIDUALS WITH END-
STAGE RENAL DISEASE—In computing the stand-
ardized medicare payment amount for any medi-
care payment area, there shall not be taken into
account any individuals with end-stage renal
disease or any medicare expenditures for such
individuals.

'(c) ADJUSTMENTS FOR PA YMENTS TO PLAN
SPONSORS. —

"(I) IN GENERAL—The rate of payment under
section 18950 to a medicare choice plan sponsor
with respect to any individual enrolled in a
medicare choice plan of the sponsor shall be
equal to the standardized medicare payment
amount for the medicare payment area, adjusted
for such risk factors as age, disability status,
gender. institutional status, health status, and
such other factors as the Secretary determines to
be appropriate, so as to ensure actuarial equiva-
lence. The Secretary may add to, modify. or sub-
stitute for such classes, if such changes will im-
prove the determination of actuarial equiva-
lence.

'(2) SPECIAL RULE FOR END-STAGE RENAL DIS-
EASE. —The Secretary shall establish a separate
rdte of payment under section 18950 to a medi-
care choice plan sponsor with respect to any in-
dividual with end-stage renal disease enrolled in
a medicare choice plan of the sponsor. Such rate
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of payment shall be actuarially equivalent to
rates paid to other enrollees in the medicare
payment area (or such other area as specified by
the Secretary).

'(d) GEOGRAPHICAL ADJUSTMENTS. —
'(1) ANNUAL ADJUSTMENTS. —
"(A) IN GENERAL. —Unless congress provides

otherwise, beginning with calendar years after
1999, the Secretary shall, based on the analysis
under paragraph (2) and to the extent the Sec-
retary determines necessary, make annual dif-
ferential adjustments to the standardized medi-
care payment amounrs determined under sub-
section (b) (2) for calendar years 2000 and 2001 in
a manner designed to achieve appropriate and
equitable variation in standardized medicare
payment amounts across medicare payment
areas by calendar year 2002. Such variation
shall be reasonably related to measurable geo-
graphic differences in medicare payment areas.

"(B) BUDGET NECTTRAL17Y.—The Secretary
shall adjust the standardized medicare payment
amounts under subsection (b) in a manner that
ensures that total payments under this section
for a year are not greater or less thantotal pay-
ments under this section would have been but
for the application of subparagraph (A).

'(2) ANALYSIS—The Secretary, in consulta-
tion with interested parties, shall conduct an
analysis of the measurable input cost differences
across medicare payment areas, including wage
differentials, and other measurable variables
identified by the Secretary. The Secretary shall
also determine the degree to which medicare
beneficiaries, including beneficiaries in rural
and underserved areas, have access to more
health plan choices by calendar year 2000 under
this part, and the extent to which standardized
medicare payment amounts have limited or en-
hanced such choices.

"(3) REPORT TO CONGRESS. —Not later than
March I, 1999, the Secretary shall submit a re-
port to the appropriate committees of congress
that includes the results of the analysis de-
scribed in paragraph (2) and the annual dif-
ferential adjustmenrs that the Secretary intends
to implement under paragraph (I) for calendar
years 2000 and 2001.

'(e) NOTICE IN cHANGES TO BENEFIT ASSUMP-
TIONS.—

"(I) IN GENERAL—At least 45 days before
making the announcement under subsection (a)
for a year (beginning with the announcement
for 1998), the Secretary shall provide for notice
to medicare choice plans of proposed changes to
be made in the methodology or benefit coverage
assumptions from the methodology and assump-
tions used in the previous announcement and
shall provide such plans an opportunity to com-
ment on such proposed changes.

'(2) EXPLANATION—In each announcement
made under subsection (a) for a year (beginning
with the announcement for 1998). the Secretary
shall include an explanation of the assumptions
(including any benefit coverage assumptions)
and changes in methodology used in the an-
nouncement in suffIcient detail so that medicare
choice plans can compute medicare payment
rates under subsection (d) for classes of individ-
uals located in each medicare payment area
which is in whole or in part within the medicare
service area of such a plan.

"(I) DEMONSTRATION PROJECT ON MARKET-
BASED REIMflURSEME!.T1' AND COMPETITIVE PRIC-
ING. —The Secretary shall establish I or more
demonstration projects to determine the stand-
ardized medicare payment amouns described in
subsection (b) through competitive bidding by
medicare choice plans in a medicare payment
area. Not later than December 31, 2001, the Sec-
retary shall submit a report to the congress on
the success of such projects in determining
standardized medicare payment amounts that
are reflective of market price.
SEC. 1895N. PREMIUMS AND REBA TES.

'(a) SUBMISSION AND cHARGING OF PRE-
MIUMS. —
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"(1) IN GENERAL—Each medicare choice plan

sponsor shall file with the Secretary each year.
in a form and manner and at a time specified by
the Secretary. the amount of the monthly pre-
mium for coverage under each medicare choice
plan it offers under this part in each medicare
payment area in which the plan is being offered.

(2) UNIFORM PREMIUM—The premiums
charged by a medicare choice plan sponsor
under this part may not vary among individuals
who reside in the same medicare payment area.

'(3) TERMS AND CONDITIONS OF IMPOSING PRE-
MIUMS. —Each medicare choice plan sponsor
shall permit the payment of monthly premiums
on a monthly basis.

(b) REBATES. —
(1 IN GENERAL—If the standardized medi-

care payment amount for the medicare payment
area in which an individual resides exceeds the
amount of the monthly premium for the plan in
which the individual is enrolled (as submitted
under subsection (a) (I)). the Secretary shall—-

'(A) in the case of an individual—
(i) who is enrolled in a high deductible

health plan described in section
l895A (b) (I) (B) (iii). deposit 100 percent of such
excess in the medicare choice account specified
by the individual, or

"(ii) who is not so enrolled but who elects the
application of this clause, deposit 100 percent of
such excess in the medicare choice account spec-
ified by the individual; or

"(B)(i) pay to the medicare choice plan spon-
sor on behalf of such individual the monthly
amount equal to 100 percent of such excess up to
the amount of the premium amount of such indi-
vidual for supplemental benefits described in
section 1895H(b).

'(ii) pay to such individual an amount equal
to 75 percent of the remainder of such excess,
and

(iii) deposit the remainder of such ercess in
the Federal Hospital Insurance Trust Fund.

(2) TIME FOR PA YMENT. —
(A) IN GENERAL—A rebate under paragraph

(l.)(B.,)(ii.) shall be paid as of the close of the cal-
endar year to which the enrollment applied.

"(B) DEPOSI-1-s IN MEDICARE CI-JOICE AC-
COUNTS. —Deposits described in paragraph (I) (A)
shall be made on a monthly basis.

(C) OTHER PA YMENTS AND DEPOSITS. —Pay-
ments and deposits described in subparagraphs
(B)(i) and (iii) shall be made on a monthly
basis.

(3) SOURCE OF REBATES—Deposits and pay-
ments described in paragraph (I) shall be made
in the same manner as payments are made
under section 18950(b).
SEC. 18950. PA YMEI'TJ'S TO PLAN SPONSORS

'(a) MO'rnIL Y PA YMENTS. —
'(1) IN GENERAL—For each individual en-

rolled with a plan under this part, the Secretary
shall make monthly payments in advance to the
medicare choice plan sponsor of the medicare
choice plan with which the individual is en-
rolled in an amount equal to the medicare pay-
ment rate determined with respect to such indi-
vidual under section 1895M(c).

(2) RETROACTIVE ADJUSTMENTS—The
amount of payment under this paragraph may
be retroactively adjusted to take into account
any difference between the actual number of in-
dividuals enrolled in the plan under this section
and the number of such individuals estimated to
be so enrolled in determining the amount of the
advance payment.

b.) PAYMENTS FROM TRUST FUNDS--The
payment to a medicare choice plan sponsor
under this section for a medicare-eligible indi-
vidual shall be made from the Federal Hospital
Insurance Trust Fund and the Federal Supple-
mentary Medical Insurance Trust Fund in such
proportion as the Secretary determines reflects
the relative weight that benefits under parts A
and B are representative of the actuarial value
of the total benefits under this part.
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"Subpart 5—Contractual Authority;

Temporary Certification; Regulations
SEC. .1895P. GENERAL PERMISSION TO CC)N

TRACT.
The Secretary shall enter into a contract

with any medicare choice plan sponsor in a
medicare payment area if the requirements of
this part are met with respect to the medicare
choice plan and the plan sponsor.
"SEC 1895Q. RENEWAL AND TERMINATION OF

CONTRACT.
(a) IN GENERAL—Except as provided in sub-

section (b), each contract under this part may
be made automatically renewable from term to
term in the absence of notice by either party of
intention to terminate at the end of the current
term.

'(b) TERMINATION FOR CAUSE. —
'(l) IN GENER4L.—In accordance with proce-

dures established under paragraph (2), the Sec-
retary may terminate any contact with a medi-
care choice plan sponsor at any time or may im-
pose the intermediate sanctions described in
paragraph (2) or (3) or subsection (1) (whichever
is applicable) on the plan sponsor. if the Sec-
retary finds that the plan sponsor—

(A) has failed substantially to carry out the
contract,

'(B) is carrying out the contract in a manner
substantially inconsistent with the efficient and
effective administration of this part. or

'(C) no longer substantially meets the appli-
cable conditions of this part.

(2) PROCEDURES—The Secretary may termi-
nate a contract with a medicare choice plan
sponsor under this part or may impose the inter-
mediate sanctions described in subsection (13(3)
on the plan in accordance with formal inves-
tigation and compliance procedures established
bythe Secretary under which—

(A) the Secretary first provides the medicare
choice plan sponsor with the reasonable oppor-
tunity to develop and implement a corrective ac-
tion plan to correct the deficiencies that were
the basis of the Secretary's determination under
paragraph (I) and the medicare choice plan
sponsor fails to develop or implement such a cor-
rective action plan,

"('B) in deciding whether to impose sanctions,
the Secretary considers aggravating factors such
as whether a plan sponsor has a history of defi-
ciencies or has not taken action to correct defi-
ciencies the Secretary has brought to the plan
sponsor's attention,

'(C) there are no unreasonable or unneces-
sary delays between the finding of a deficiency
and the imposition of sanctions, and

"('D) the Secretary provides the plan sponsor
with reasonable notice and opportunity for
hearing (including the nght to appeal an initial
decision) before imposing any sanction or termi-
nating the contract.

(c) ThRMS OF COwTRAcT.—Each contract
under this part—

'(l) shall provide that the Secretary, or any
person or organization designated by the Sec-
retary—

(A) shall have the right to inspect or other-
wise evaluate—

(i) the quality, appropriateness, and timeli-
ness of sex-vices performed under the contract,
and

(ii) the facilities of the plan sponsor when
there is reasonable evidence of some need for
such inspection,

'(B) shall have the right to audit and inspect
any books and records of the plan sponsor that
pertain—

(i) to the ability of the plan sponsor to bear
the risk of potential financial losses, and

(ii) shall require the plan sponsor with a
contract to provide (and pay for) written notice
in advance of the contracts termination, as well
as a description of alternatives for obtaining
benefits under this title, to each individual en-
rolled under this part with the plan sponsor.

(C) (i) except as provided by the Secretary,
shall require the plan sponsor to comply with
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requirements similar to the requirements of sub-
sections (a) and (c) of section 1318 of the Public
Health Service Act (relating to disclosure of cer-
tain financial information) and section
1301(c) (8) of such Act (relating to liability ar-
rangements to protect members),

"(ii) shall require the plan sponsor to provide
and supply information (described in section
1866(b) (2) (C) (ii)) in the manner such infol-ina-
tion is required to be provided or supplied under
that section, and

"(iii) shall require the plan sponsor to notify
the Secretary of loans and other special finan-
cial arrangements which are made between the
plan sponsor and subcontractors, affiliates, and
related parties, and

'(D) shall contain such other terms and con-
ditions not inconsistent with this part (includ-
ing requiring the plan sponsor to provide the
Secretary with such information) as the Sec-
retary may find necessary and appropriate.

"(d) 5-YF4R LOCKOUT—The Secretary may
not enter into a contract under this part with a
medicare choice plan sponsor if a previous con-
tract with that plan sponsor under this part was
terminated at the request of the plan sponsor
within the preceding 5-year period, except in
circumstances which warrant special consider-
ation, as determined by the Secretary.

'(e) APPLICATION OF OTHER FEDERAL LA WS. —
The authority vested in the Secretary by this
part may be performed without regard to such
provisions of law or regulations relating to the
making, performance, amendment, or modifica-
tion of contracts of the United States as the Sec-
retary may determine to be inconsistent with the
furtherance of the purpose of this title.

'(1) REMEDIES FOR FAILURE TO COMPLY. —
'(I) FAILURE OF PLAN SPONSOR TO COMPLY

WIT!-! CONTRACT—If the Secretary determines
that a medicare choice plan sponsor—

(A) fails substantially to provide medically
necessary items and services that are required
(under law or under the contract) to be provided
to an individual covered under the contract,
and the failure has adversely affected (or has
substantial likelihood of adversely affecting) the
individual,

'(B) imposes cost sharing on individuals en-
rolled under this part in ercess of the cost shar-
ing permitted.

(C) acts to expel or to refuse to re-enroll an
individual in violation of the provisions of this
part.

'(D) engages in any practice that would rea-
sonably be expected to have the effect of deny-
ing or discouraging enrollment (except as per-
mitted by this part) by eligible individuals with
the plan whose medical condition or history in-
dicates a need for substantial future medical
services,

(E) misrepresents or falsifies information
that is furnished—

(1) to the Secretary under this section, or
(ii) to an individual or to any other entity

under this section.
"(F) fails to comply with the requirements of

section 1895] (1), or
"(G) employs or contracts with any individual

or entity that is excluded from participation
under this title under section 1128 or I 128A for
the provision of health care. utilization review,
medical social work, or administrative sex-vices
or employs or contracts with any entity for the
provision (directly or indirectly) through such
an excluded individual or entity of such serv-
ices,
the Secretary may provide, in addition to any
other remedies authorized by law. for any of the
remedies described in paragraph (2).

(2) REMEDIFS.— The remedies described in
this paragraph are—

'(A) civil money penalties of not more than
$25. 000 for each determination under paragraph
(I) or, with respect to a determination under
subparagraph (D) or (E)(i') of such paragraph,
of not more than $100,000 for each such deter-
mination, plus, with respect to a determination
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under paragraph 'O(BL double the excess
amount charged in violation of such subparn-
graph (and the excess amount charged shall be
deducted from the penalty and returned to the
individual concerned), and plus, with respect to
a determination under paragraph (l)(D). $15,000
for each individual not enrolled as a result Gf
the practice involved,

(B) suspension of enrollment of individuals
under this section after the date the Secretary
notifies the plan sponsor of a determination
under paragraph 0) and until the Secretary is
satisfied that the basis for such determination
has been corrected and is not likely to recur, or

(C) suspension of payment to the plan spon
sor under this section for individuals enrolled
after the date the Secretary notifies the plan
sponsor of a determination under paragraph (1)
and until the Secretary is satisfied that the
basis for such determination has been corrected
and is not likely to recur.

'(3) INTERMEDIA TE SANCTIONS. —In the case of
a medicare choice plan sponsor for which the
Secretary makes a determination under sub-
section (b) (I) the basis of which is not described
in subparagraph (A) thereof, the Secretary may
apply the following intermediate sanctions:

'(A) Civil money penalties of not more than
$25,000 for each determination under subsection
(b) (1) if the deficiency that is the basis of the
determination has directly adversely affected (or
has the substantial likelihood of adversely af-
fecting) an individual covered under the plan 's
contract.

(B) Civil money penalties of not more than
$10, 000 for each week beginning after the initi-
ation of procedures by the Secretary under sub-
section (b)(2) during which the deficiency that
is the basis of a determination under subsection
(b) (1) exists.

(C) Suspension of enrollment of individuals
under this section after the date the Secretary
notifies the plan sponsor of a determination
under subsection (b)(l) and until the Secretary
is satisfied that the deficiency that is the basis
for the determination has been corrected and is
not likely to recur.

'(4) PROCEEDINGS. —The provisions of section
1l28A (other than subsections (a) and (b)) shall
apply to a civil money penalty under paragraph
(2)(A) or (3)(A) in the same manner as they
apply to a civil money penalty or proceeding
under section l128A(a).
SEC. 1895R. TEMPORARY CERTIFICATION PROC-

ESS FOR COORDINATED CARE
PLANS.

'(a) FEDERAL ACTION ON CERTrFICA TION.—
'(1) IN GENERAL—If—
(A) a State fails to substantially complete ac-

tion on a licensing application of a coordinated
care plan sponsor within 90 days of receipt of
the completed application, or

(B) a State denies a licensing application
and the Secretary determines that the States li-
censing standards or review process create an
unreasonable barrier to market entry,
the Secretary shall evaluate such application
pursuant to the procedures established under
subsection (b).

(2) UNREASONABLE BARRIERS TO MARKET
ENTRY. —A States licensing standards arid re-
view process shall not be treated as unreason-
able barriers to market entry under paragraph
(1) if—

'(A) they are applied consistently to all co-
ordinated care medicare choice plan applica-
tions.

'(B) are not directly in conflict, or incorisist-
ent with, the Federal standards.

• (b) FEDERAL CERTIFICATION PROCEDURES.—
'(1) IN GENERAL—The Secretary shall estab-

lish a process for certification of a coordinated
care plan and its sponsor as meeting the re-
quirements of this part in cases described in sub-
section (a) (I).

'(2) REQUIREMENTS. —Such process shall—
'(A) set forth the standards for certification.
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'(B) provide that final action will be taken on

an application for certification within 120 busi-
ness days of receipt of the completed applica-
tion.

(C) provide that State law and regulations
shall apply to the extent they have not been
found to be an unreasonable barrier to market
entry under subsection (a) (1) (B). and

(D) require any person receiving a certificate
to provide the Secretary with all reasonable in-
formation in order to ensure compliance with
the certification.

(3) EFFECT OF CERTIFICATIONS. —
'(A) IN GENERAL.—A certificate under this

section shall be issued for not more than 36
months and may not be renewed.

'(B) COORDINATION WITH STATE.—A person
receiving a certificate under this section shall
continue to seek State licensure under sub-
section (a) during the period the certificate is in
effect.

'(C) SUNSET—No certificate shall be issued
under this section after December 31, 2000, and
no certificate under this section shall remain in
effect after December 31, 2001.

'(c) REPORT. —Not later than December 31,
1998. the Secretary shall report to Congress on
the temporary Federal certification system
under subsection (b). including an analysis of
State efforts to adopt licensing standards and
re view processes that take into account the fact
that coordinated care plan sponsors provide
services directly to enrollees through affiliated
providers.

"(d) COORDINATED CARE PLAN. —In this sec-
tion. the term 'coordinated care plan' means a
plan described in section 1895A (b)(l) (B)(ii).

"(e) TRANSITION RULE FOR CERTAIN RISK CON-
TRACTORS. —A medicare choice plan sponsor that
is an eligible organization (as defined in section
1876(b)) and that—

(1) has a risk-sharing contract in effect
under section 1876 as of the date of the enact-
ment of this part, or

'(2) has an application for such a contract
filed before such date and the contract is en-
tered into before July 1, 1995,
shall be treated as meeting the Federal stand-
ards in effect under this section for any contract
year beginning before January 1, 2000.

"(1) PAETIAL CAPITA TION DEMONSTRATION. —
The Secretary shall conduct a demonstration on
alternative partial risk-sharing arrangements
between the Secretary and health care provid-
ers, The Secretary shall report to Congress no
later than December 31, 1998, on the administra-
tive feasibility of such partial capitation meth-
ods and the information necessary to implement
such arrangements.
'SEC 1895S. REGULATIONS.

'(a) IN GENERAL. —The Secretary shall estab-
lish such regulations as may be necessary to
carry out the purposes of this part, including
regulations setting forth the requirements to
meet all quality, access, and solvency standards
specified in sections 18951 and 18951

'(b) USE OF INTERIM. FINAL REGULATIONS. —
In order to carry Out the provisions of this part
in a timely manner, the Secretary may. within
120 days after the date of the enactment of this
part, promulgate regulations described in sub-
section (a) that take effect on an interim basis,
after notice and opportunity for public com-
rl2ent.

(b) COORDINATION WITH FEHBP.—Notwith-
standing any provision of part D of title XVIII
of the Social Security Act (as added by sub-
scction (a)), individuals who are enrolled in a
health benefit plan under chapter 89 of title 5.
United States Code, shall not be eligible to en-
roll in high deductible medicare choice plans de-
scribed in section 1895A (b) (1) (B) (iii) of such Act
until such time as the Director of the Office of
Management and Budget certifies to the Sec-
retary of Health and Human Services that the
Office of Personnel Management has adopted
policies which will ensure that the enrollment of
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such individuals in such plans will not result in
increased expenditures for the Federal Govern-
ment for health benefit plans under such chap-
ter.

(c) CONFORMING AMENDMENTS. —
(I) IN GENERAL. —Not later than 90 days after

the date of the enactment of this Act, the Sec-
retary of Health and Human Services shall sub-
mit to the appropriate committees of Congress a
legislative proposal providing for such technical
and conforming amendments in the law as are
required by the provisions of this chapter.

(2) OTHER AMENDMENTS. —(A) Section
1866 (a) (I) (0) (42 U.S.C. 1395cc (a) (I) (0)) is
amended—

(i) in the matter preceding clause (i), by in-
serting or medicare choice plan under part D"
after eligible organization' and

(ii) in clause (i). by inserting 'or under a con-
tract under part D, 'ft '1972.'

(B) Section 1882(g,)(1) (42 U.S.C. 1395ww(g)(1))
is amended in the first sentence by inserting
or under a medicare choice plan under part D"
before the end period.

(d) EFFECTIVE DATE—The amendments made
by this section shall apply with respect to con-
tracts effective on and after January 1. 1997.
SEC. 7OO'. TREA TMENT OF 1876 ORGANIZATIONS.

(a) TERMINATION OF 1876 RISK-SHARING ORGA-
NIZ4TIONS.—Section 1876 (42 U.S.C. 1395mm) is
amended by adding at the end the following
new subsection:

'(k)(l) Except as provided in paragraph (2),
this section shall not apply to risk-sharing con-
tracts effective for contract years beginning on
or after January I. 1997.

(2) An individual who is enrolled in part B
only and is enrolled in an eligible organization
with a risk-sharing contract under this section
on December 31. 1996, may continue enrollment
in such organization. Not later then July 1,
1996. the Secretary shall issue regula doris relat-
ing to such individuals and such organiza-
tions.

(b) HMO LIMITS LIFTED. —Section 1301(b) of
the Public Health Service Act (42 U.S.C. 300e(b))
is amended by adding at the end the following
new paragraph.'

'(6)(A) Effective January 1. 1997. if a member
certifies that a medicare choice account has
been established for the benefit of such member,
a health maintenance organization may reduce
the basic health services payment otherwise de-
termined under paragraph (1) by requiring the
payment of a deductible by the member for basic
health services.

'(B) For purposes of this paragraph, the term
'medicare choice account' has the meaning
given such term by section 7705 of the Internal
Revenue Code of 1986.
SEC. 7003. SPECIAL RULE FOR CALCULATION OF

PA MENT RATES FOR 1996.
(a) IN GENERAL—Notwithstanding any other

provision of law, the per capita rate under sec-
tion 1876 of the Social Security Act for 1996 for
any class for a geographic area shall be equal to
the sum of—

(1) 75 percent of the updated per capita rate
for such class for such area, and

(2) 25 percent of the weighted average of the
updated per capita rates for such class for all
geographic areas, adjusted in the same manner
as under section l895M(b)(1) (C)(i) of the Social
Security Act (as added by section 7001 of this
Act) to reflect differences in input prices in the
geographic area as compared to the national a
erage input prices.
In no event shall any average per capita rate in
a geographic area determined under the preced-
ing sentence be less than such rate determined
under section 1876 of such Act for 1995.

(b) UPDATED PER CAPITA RATES—For pur-
poses of subsection (a). the updated per capita
rate for any class is the per capita rate of pay-
ment for 1995 determined under section
1876(a) (I) (C) of the Social Security Act for a
county (or equivalent area), increased by the
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percentage increase which the Secretary esti-
mates will occur in medicare expenditures per
capita for 1996 over medicare expenditures per
capita for 1995.

(c) PUBLICATION—The Secretary shall publish
the rates determined under subsection (a) no
later than 30 days after the date of the enact-
ment ofthisAct.

Subchapter B—Tax Provisions Relating to
Medicare Choice Plans

SEC. 7006. MEDICARE CHOICE A CCOUNTS.
(a) IN GENE,AL.—Part III of subchapter B of

chapter 1 of the Internal Revenue Code of 1986
(relating to amounts specifically excluded from
gross income) is amended by redesignating sec-
tion 137 as section 138 and by inserting after
section 136 the following new section:
"SEC. J37. MEDICARE CHOICE A CCOUNTS.

(a) EXCLUSION. —
'(1) IN GENERAL—Gross income shall not in-

clude any payment to the medicare choice ac-
count of an individual by the Secretary of
Health and Human Services under section
1895N(b)(1) of the Social Security Act.

"(2) No CONSTRUCTIVE RECEIPT.—No amount
shall be included in the gross income of an indi-
vidual solely because the individual may choose
between—

(A) the payment described in paragraph (I)
or a rebate under section 1895N(b) of the Social
Security Act, or

"(B) the payment of the individuals premium
for supplemental benefits described in section
1895H(b) of such Act or such a rebate.

'(b) DEFINITIONS. —For purposes of this sec-
tion—

(1) MEDICARE CHOICE ACCOUNT.—The term
'medicare choice account means a trust created
or organized in the United States exclusively for
the purpose of paying qualified medica] ex-
penses, but only if the written governing instru-
ment creating the trust meets the following re-
quirements:

'(A) Except in the case of a trustee-to-trustee
transfer described in subsection (d) (4). no con-
tribution will be accepted unless it is made by
the Secretary of Health and Human Services
under section 1895N(b) (I) of the Social Security
Act.

'(B) The trustee is a bank (as defined in sec-
tion 408(n)), an insurance company (as defined
in section 816). or another person who dem-
onstrates to the satisfaction of the Secretary
that the manner in which such person will ad-
minister the trust will be consistent with the re-
quirements of this section.

'(C) No part of the trust assets will be in-
vested in life insurance contracts.

'(D) The assets of the trust will not be com-
mingled with other property except in a common
trust fund or common in vestment fund.

'(E) The interest of an individual in the bal-
ance in his account is non forfeitable.

(E? Trustee-to-trustee transfers described in
subsection (d)(4) may be made to and from the
trust.

(2) QUALIFIED MEDICAL EXPENSES. —
"(A) IN GENERAL—The term qualified medi-

cal expenses means, with respect to an account
beneficiary. amounts paid by such beneficiary—

(1) for medical care (as defined in section
213(d)) for—

'(I) the account beneficiary, or
'(II) the spouse of the account beneficiary if

the spouse is entitled to benefits under part A of
title XVIII of the Social Security Act and en-
rolled under part B of such title.
but only to the extent such amounts are not
compensated for by insurance or otherwise, or

'(ii) for qualified long-term care services for
the account beneficiary or such spouse.

'(B) HEALTH INSURANCE MAY NOT BE PUR-
CHASED FROM ACCOUNT. —Subparagraph (A)
shall not apply to any payment for insurance
other than insurance providing coverage for
qualified long-term care services.

(C) QUALIFIED LONG-TERM CARE SERVICES.—
The term 'qualified long- term care services'
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means necessary diagnostic, preventive, thera-
peutic. rehabilitative, and maintenance (includ-
ing personal care) services which are required
by an individual during any period during
which such individual is a functionally im-
paired individual (as determined in the manner
prescribed by the Secretary).

'(3) ACCOUNT BENEFICIARY.—
'(A) IN GENERAL.—The term account bene-

ficiary means the individual on whose behalf
the medicare choice account is maintained.

"(B) JOINT ACCOUNTS.—If married individuals
are both enrolled in a medicare choice plan,
they may establish a joint account and each
spouse shall be treated as an account bene-
ficiary.

'(4) MEDICARE CHOICE PLAN.— The term 'medi-
care choice plan' has the meaning given such
term by section 1895A (a) of the Social Security
Act.

"(5) CERTAIN RULES TO APPLY—Rules similar
to the rules of subsections (g) and (h) of section
408 shall apply for purposes of this section.

'(c) TAX TREATMENT OF ACCOUNTS. —
"(I) IN GENERAL. —A medicare choice account

is exempt from taxation under this subtitle un-
less such account has ceased to be a medicare
choice account by reason of paragraph (2). Not-
withstanding the preceding sentence, any such
account is subject to the taxes imposed by sec-
tiOn 511 (relating to imposition of tax on unre-
lated business income of charitable, etc. organi-
zations).

"(2) ACCOUNT ASSETS TREATED AS DISTRIBUTED
IN THE CASE OF PROHIBITED TRANSACTIONS OR
ACCOUNT PLEDGED AS SECURITY FOR LOAN.—
Rules similar to the rules of paragraphs (2) and
(4) of section 408(e) shall apply to medicare
choice accounts, and any amount treated as dis-
tributed under such rules shall be treated as not
used to pay qualified medical expenses.

'(d) TAX ThE4 TMENT OF DISTRIBuTIONS. —
"(1) IN GENER4L—Any amount paid or dis-

tributed out of a medicare choice account to an
account beneficiary which is used exclusively to
pay qualified medical expenses shall not be in-
cludible in gross income. Any amount paid or
distributed out of a medicare choice account to
an account beneficiary which is not used exclu-
sively to pay qualified medical expenses shall be
included in the gross income of the account ben-
eficiary.

'(2) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED MEDICAL EXPENSES. —

(A) IN GENERAL—The tax imposed by this
chapter on an account beneficiary for any tax-
able year in which there is a payment or dis-
tribution to the account beneficiary from a med-
icaz-e choice account which is not used exclu-
sively to pay the qualified medical expenses
shall be increased by 10 percent of the amount
of such payment or distribution.

(B) EXCEPTIONS. —Subparagraph (A) shall
not apply if the payment or distribution is made
on or after the date the account beneficiary—

'(i) becomes disabled within the meaning of
section 72(m)(7). or

"(ii) dies.
"(C) SPECIAL RULES—For purposes of sub-

paragraph (A)—
'(i) all medicare choice accounts of the ac-

count beneficiary shall be treated as 1 account.
"(ii) all payments and distributions not used

exclusively to pay qualified medical expenses
during any taxable year shall be treated as I
distribution, and

'(iii) any distribution of property shall be
taken into account at its fair market value on
the date of the distribution.

'(3) WITHDRAWAL OF ERRONEOUS CONTRIBU-
TIONS—Paragraphs (I) and (2) shall not apply
to any payment or distribution from a medicare
choice account to the Secretary of Health and
Human Services of an erroneous contribution to
such account and of the net income attributable
to such contribution.

"(4) TRUSTEE- TO-TRUSTEE TRANSFERS. —Para-
graphs (I) and (2) shall not apply to any trust-
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ee-to-trustee transfer from a medicare choice ac-
count of an account beneficiary to another med-
icare choice account of such account bene-
ficiary.

"(5) COORDINA TION WITH MEDICAL EXPENSE
DEDUCTION. —For purposes of section 213. any
payment or distribution out of a medicare choice
account for qualified medical expenses shall not
be treated as an expense paid for medical care.

"(e) TREATMENT OF ACCOUNT AFTER DEATH
OF A CCOUNT BENEFICIARY—

'0) TREA TMENT IF DESIGNA TED BENEFICIARY
IS SPOUSE.—

"(A) IN GENERAL—In the case of an account
beneficiary's interest in a medicare choice ac-
count which is payable to (Or for the benefit of)
such beneficiary s spouse upon the death of
such beneficiary, such account shall be treated
as a medicare choice account of such spouse as
of the date of such death.

"(B) SPECIAL RULES IF SPOUSE NOT MEDICARE
ELIGIBLE. —If as of the date of such death. such
spouse is not entitled to benefits under title
XVIII of the Social Security Act, then after the
date of such death—

(i) the Secretary of Health and Human Serv-
ices may not make any payments to such ac-
count, other than payments attributable to peri-
ods before such date, and

(ii) in applying subsection (b) (2) with respect
to such account. references to the account bene-
ficiary shall be treated as including references
to any dependent (as defined in section 152) of
such spouse and any subsequent spouse of such
spouse.

"(2) TREA TMENT IF DESIGNA TED BENEFICIARY
IS NOT SPOUSE—In the case of an account bene-
ficiary 's interest in a medicare choice account
which is payable to (Or for the benefit of) any
person other than such beneficiary's spouse
upon the death of such beneficiary—

'(A) such account shall cease to be a medicare
choice account as of the date of death, and

'(B) an amount equal to the fair market value
of the assets in such account on such date shall
be includible—

(i) if such person is not the estate of such
beneficiary. in such person 's gross income for
the taxable year which includes such date, or

'(ii) if such person is the estate of such bene-
ficiary. in such beneficiary's gross income for
last taxable year of such beneficiary.

(1) REPORTS.—
"(I) IN GENERAL—The trustee of a medicare

choice account shall make such reports regard-
ing such account to the Secretary and to the ac-
count beneficiary with respect to—

'(A) the fair market value of the assets in
such account as of the close of each calendar
year, and

"(B) contributions, distributions, and other
matters
as the Secretary may require by regulations.

"(2) TIME AND MANNER OF REPORTS—The re-
ports required by this subsection—.

'(A) shall be filed at such time and in such
manner as the Secretary prescribes in such regu-
lations, and

"(B) shall be furnished to the account bene-
ficiary—

(i) not later than January 31 of the calendar
year following the calendar year to which such
reports relate, and

"(ii) in such manner as the Secretary pre-
scribes in such regulations.

(b) EXCLUSION OF MEDICARE CHOICE AC-
COUNTS FROM ESTATE TA.X.—Part IV of sub-
chapter A of chapter 11 of such Code is amended
by adding at the end the following new section:
"SEC. 2057. MEDICARE CHOICE ACCOUNTS

'For purposes of the tax imposed by section
2001. the value of the taxable estate shall be de-
termined by deducting from the value of the
gross estate an amount equal to the value of
any medicare choice account (as defined in sec-
tion 137(b)) included in the gross estate.

(c) TAX ON PROHIBITED TRANSACTIONS. —
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(1) Section 4975 of such Code (relating to tx

on prohibited transactions) is amended by add-
ing at the end of subsection (c) the following
new paragraph:

15) SPECIAL RULE FOR MEDICARE CHOICE AC-
COUJ'ffS.—An individual for whose benefit
medicare choice account (within the meaning of
section 137(b)) is established shall be exempt
from the tax imposed by this section with respect
to any transaction concerning such account
(which would otherwise be taxable under this
section) if with respect to such transaction, the
account ceases to be a medicare choice account
by reason of the application of section 137(c) (2)
to such account.

(2) Paragraph (1) of section 4975(e) of such
Code is amended to read as folio ws:

'(1) PLAN. —For purposes of this section, the
term plan' means—

(A) a trust described in section 401(a) which
forms a part of a plan, or a plan described in
section 403(a), which trust or plan is exempt
from tax under section 501(a),

'(B) an individual retirement account de-
scribed in section 408(a).

'(C) an individual retirement annuity de-
scribed in section 408(b),

a medicare choice account described in
section 137(b), or

'(E) a trust. plan, account, or annuity which,
at any time, has been determined by the Sec.
reta'y to be described in any preceding subpara-
graph of this paragraph.

(d) FAILURE TO PROVIDE REPORTS ON MEDI-
CARE CHOICE ACCOUNTS. —

(I) Subsection (a) of section 6693 of such Code
(relating to failure to provide reports on individ-
ual retirement accounts or annuities) is amend-
ed tO read as follows:

"(a) REPORTS.—
"(I) IN GENERAL—If a person required to file

a report under a provision refert-ed to in para-
graph (2) fails to file such report at the time and
in the manner required by such provision, such
person shall pay a penalty of $50 for each fail-
ure unless it is shown that such failure is due
to reasonable cause.

'(2) PROvISIONS—The provisions referred to
in this paragraph are—

'(A) subsections (1) and (I) of section 408 (re-
lating to individual retirement plans), and

'(B) section 137(1) (relating to medicare choice
accounts).'

(2) The section heading for section 6693 of
such Code is amended to read as follows:
"SEC. 6693. FAILURE TO FILE REPORTS ON INDI-

VIDUAL RETIREMENT PLANS AND
CERTAIN OTHER TAX-FA VORED AC-
COUNTS: PENAL TIES RELA TING To
DESIGNATED NONDEDUCTIBLE CON-
TPJB[TTIONS.

(e) EXCEPTION FROM CAPITALIZATION OF POL-
1CY ACQUISITION EXPENSES. —Subparagraph (B)
of section 848 (e) (I) of such Code (defining speci-
fied insurance contract) is amended by striking
'and" at the end of clause (ii), by striking the
period at the end of clause (iii) and inserting
and", and by adding at the end the following
new clause:

(iv) any contract which is a medicare choice
account (as defined in section 137(b)).

(I) CLEFJCAL AMENDMEjVTS.—
(1) The table of sections for part III of sub-

thapter B of chapter 1 of such Code is amended
by striking the last item and inserting the fol-
lowing:
'Sec. 137. Medicare choice accounts.

"Sec. 138. Cross references to other Acts.'
(2) The (able of sections for subchapter B of

chapter 68 of such Code is amended by striking
the item relating to section 6693 and inserting
the following new item:
Sec. 6693. Failure to file reports on individual

retirement plans and certain other
tax-favored accounts: penalties
relating to designated nondeduct-
ible contributions.
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(3) The table of sections for part IV of sub-

chapter A of chapter 11 of such Code is amended
by adding at the end the following new item:

Sec. 2057. Medicare choice accounts.
(g) EFFECTIVE DATE.—The amendments made

by this section shall apply to taxable years be.
ginning after December 31. 1996.
SEC. 7007. CERTAIN REBA TES !NCL tiDED IN

GROSS INCOME.
(a) IN GENERAL. —Section 61(a) of the Internal

Revenue Code of 1986 (defining gross income) is
amended by striking 'and" at the end of para-
graph (14), by striking the period at the end of
paragraph (15) and inserting "; and", and by
adding at the end the following new paragraph:

'(16) Payments under section
1895N(b) (1) (B) (ii) of the Social Security Act.

(b) EFFECTIVE DATE—The amendment made
by subsection (a) shall apply to amounts re-
ceived after the date of the enactment of this
Act.

CHAPTER 2—PROVISIONS RELA TING TO
PART A

Subchapter A—General Provisions Relating to
Parr A

SEC. 7011. PPS HOSPITAL PA YMENT UPDA TE.

Section 1886 (b) (3) (B) (1) (42 U.S.C.
1395 ww (b) (3) (B) (i)) is amended by striking
subclauses (XI). (XII), and (XIII) and inserting
the following new subclauses:

'(XI) for fiscal years 1996 through 2002 for
hospitals in all areas, the greater of—

'(aa) the market basket percentage increase
minus 2.5 percentage points, or

'(bb) 1.1 percent (1.3 percent for discharges
during fiscal year 1996 and 1.2 percent for dis-
charges during fiscal year 1997). and

"(XII) for fiscal year 2003 and each subse-
quent fiscal year for hospitals in all areas, the
market basket percentage increase.
SEC. 7012. PPS-EXEMPT HOSPITAL PA YMENTS.

(a) UPDATE. —
(I) IN GENERAL. —Section 1886(b)(3)(B) (ii) (42

U.S. C. 1395ww(b) (3) (B) (ii)) is amen ded—
(A) in subdause (V)—
(1) by striking '1997 and inserting 1995',

and
(ii) by striking and at the end.
(B) by redesignating subcla use (VI) as

subclause (VII); and
(C) by inserting after subcla use (1/), the fol-

lowing subcla use:
"(VI) for fiscal years 1996 through 2002—
'(aa) the market basket percentage increase

minus the applicable reduction (as defined in
clause (vi) (II)),

'(bb) in the case of a hospital for a fiscal year
for which the hospitals update adjustment per-
centage (as defined in clause (vi) (I)) is at least
10 percent. the market basket percentage in-
crease, or

'(cc) in the case of a hospital for which 150
percent of the hospital's allowable operating
costs of inpatient hospital services recognized
under this title for the most recent cost reporting
period for which information is available is less
than the hospitals target amount (as deter-
mined under subparagraph (A)) for such cost re-
porting period. 0 percent,
except that the applicable percentage increase
determined under item (aa) or (bb) may not be
less than 1.4 percent for fiscal year 1996, 1.3 per-
cent for fiscal year 1997. and 1.1 percent for fis-
cal years 1998 through 2002. and".

(2) DEFINITIONS—Section 1886 (b) (3) (B) (42
U.S.C. 1395ww(b)(3)(B)) is amended by adding
at the end the following new clause:

"(vi) For purposes of clause (ii) (VI)—
"(I) a hospital's update adjustment percent-

age' for a fiscal year is the percentage by which
the hospital's allowable operating costs of inpa-
tient hospital services recognized under this tide
for the most recent cost reporting period for
which information is available exceeds the hos-
pital's target amount (as determined under sub-
paragraph (A)) for such cost reporting period.
and
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"(II) the 'applicable reduction with respect to

a hospital for a fiscal year is 2.5 percentage
points, reduced by 0.25 percentage point for
each percentage point (if any) the hospitals up-
date adjustment percentage for the fiscal year is
less than 10 percentage points.

(3) EFFECT OF PA YMENT REDUCTION ON EXCEP-
TIONS AND ADJUSTMENTS. —Section
1886(b)(4)(A)(ii) (42 U.S.C. 1395ww(b)(4)(A)(ii))
is amended by striking "paragraph
(3)(B)(ii)(V)" and inserting "subclause (V) or
(VI) of paragraph (3) (B) (ii)'.

(b) TARGET AMOUNTS FOR NEW REHABILITA-
TION HOSPITALS AND LONG-TERM CARE 1-lOS-
PITALS. —Section 1886 (b) (3) (A) (42 U.S. C.
1395ww(b) (3) (A)) is amended—

(1) by redesi'gnating clauses (i) and (ii) as
subclauses (I) and (1.1). respectively;

(2) by inserting "(i)' after "(3)(A) ': and
(3) by adding at the end the following new

clauses:
'(ii) Notwithstanding clause (i), in the case of

a rehabilitation hospital (or unit thereof) which
first receives payments under this section—

"('I) on or before October 1, 1995, the target
amount determined under this subparagraph for
such hospital or unit for a cost reporting period
beginning during a fiscal year shall not be less
than 50 percent of the national mean of the tar-
get amounts determined under this paragraph
for all rehabilitation hospitals (and units there-
of) for cost reporting periods beginning during
such fiscal year (determined without regard to
this clause): and

"(II) on or after October 1, 1995, such target
amount may not be greater than 130 percent of
the national mean of the target amounts for
such hospitals (and units thereof) for cost re-
porting periods beginning during fiscal year
1991.

"(iii) Notwithstanding clause (i), in the case
of a hospital which has an average inpatient
length of stay of greater than 25 days—

"(I) which first receives payments under this
section as a hospital that is not a subsection (d)
hospital (as defined in section 1886(d)(l)(B)) or
a subsection (d) Puerto Rico hospital (as defined
in section 1886(d) (9) (A)) on or before October 1.
1995. the target amount determined under this
subparagraph for such hospital for a cost re-
porting period beginning during a fiscal year
shall not be less than 50 percent of the national
mean of the target amounts determined under
this paragraph for all such hospitals for cost re-
porting periods beginning during such fiscal
year (determined without regard to this clause);
and

"(II) which first receives payment under this
section as a hospital described in subclause (I)
on or after October 1. 1995. such target amount
may not be greater than 130 percent of such na-
tional mean of the target amounts for such hos-
pitals for cost reporting periods beginning dur-
ing fiscal year 1991.

"(iv) The Secretary shall, if the Secretary de-
termines it is appropriate, calculate and imple-
ment a separate ceiling under clause (ii i) (II)
based on case-mix and DRG category.

(c) DEVELOPMENT NATIONAL PROSPECTIVE
PA YME,rr RATES FOR CURRENT NON-PPS HOS-
PITALS. —

(1) IN GENERAL—The Secretary of Health and
Human Services, in consultation with the Pro-
spective Payment Assessment Commission, ap-
propriate providers of services, health plans.
and other experts. shall develop a proposal to
replace the current system under which hos-
pitals that are not subsection (d) hospitals (as
defined in section 1886(d) (1) (B) of the Social Se-
curity Act) receive payment for the operating
and capital-related costs of inpatient hospital
services under part A of the medicare program
with a prospective payment system.

(2) DEVELOPMENT OF SYSTEM FOR REHABILITA-
TION AND LONG TERM CARE HOSPITALS.—

(A) IN GENERAL. —Not later then June 1. 1996.
the Secretary of Health and Human Services
shall submit a report to the Congress providing
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recommendations on a prospective payment sys-
tem for rehabilitation hospitals (and units there-
of) and hospitals which have an average inpa-
tient length of stay of greater than 25 days.

(B) MATTERS INCLUDED—The report submit-
ted under subparagraph (A) shall include—

(i) the available and preferred systems of
classifying rehabilitation patients relative to du-
ration and intensity of inpatient services;

(ii) the means of calculating medicare program
payments to reflect such patient requirements;

(iii) other adjustments deemed appropriate
such as geographic variations in wages and
other costs and outliers;

(iv) a schedule upon which it is deemed fea-
sible to introduce a prospective payment system
for such providers and whether any such system
should be applied to other types of providers of
rehabilitation services: and

(v) any other matters the Secretary determines
are relevant including recommendations for
other types of hospitals that are not subsection
(d) hospitals (as defined in section 1886(d) (1) (B)
of the Social Security Act).

(d) CAPITAl. PA YMEJVTS FOR PPS-ExEMPT HOS-
PIT4LS. —Section 1886(g) (42 U.S. C. 1395ww(g?) is
amended by adding at the end the following
new paragraph:

'(4) In determining the amount of the pay-
ments that may be made under this title with re-
spect to all the capital-related costs of inpatient
hospital services furnished during fiscal years
1996 through 2002 of a hospital which is not a
subsection (d) hospital or a subsection (d) Puer-
to Rico hospital, the Secretary shall reduce the
amounts of such payments otherwise determined
under this title by 15 percent.
SEC 7013. CAPrTAL PA YMENTS FOR PPS HOS-

PrrAL,s.
(a) IN GENERAL—Section 1886(g)(1)(A) (42

U.S.C. 1395ww(g)(1)(A)) is amended by adding
at the end the following new sentence: "In ddi-
tion to the reduction described in the preceding
sentence, for discharges occurring after Septem-
ber 30. 1995. the Secretary shall reduce by 7.47
percent the unadjusted standard Federal capital
payment rate (as described in 42 CFR 412.308(c).
as in effect on the date of the enactment of the
Balanced Budget Reconciliation Act of 1995)
and shall reduce by 8.27 percent the unadjusted
hospital-specific rate (as described in 42 CFR
412.328(e) (1), as in effect on the date of th en-
actment of such Act).

(b) BUDCET NEUTRALITY ADJUSTMENT. —
(1) IN C&VERAL. —The second sentence of sec-

tion 1886(g)(1)(A) (42 U.S.C. 1395ww(g) (1) (A)) is
amended—

(A) by striking "fiscal years 1992 thivugh
1995' and inserting "fiscal years 1996 thiough
2002' and

(B) by striking "10 percent' and inserting '15
percent".

(2) EFFECTIVE DATE—The amendments made
by paragraph (1) shall apply on and after Octo-
ber 1, 1995.

(c) HOSPITAL-SPECIFIC ADJUSTMENT FOR CAP-
ITAL-RELA TED Thx COSTS. —Section 1886(g) (1)
(42 U.S.C. 1395ww(g)(1)) is amended—

(1) by redesignating subparagraph (C) as sub-
paragraph (D), and

(2) by inserting after subparagraph (13) the
following subparagraph:

'(C)(i) For discharges occurring after Septem-
ber 30. 1995, such system shall provide for an ad-
justment in an amount equal to the amount de-
termined under clause (iv) for capital-related
tax costs for each hospital that is eligible for
such adjustment.

'(ii2 Subject to clause (iii,), a hospital is eligi-
ble for an adjustment under this subparagraph.
with respect to discharges occurring in a fiscal
year, if the hospital—

'(1) is a hospital that may otherwise receive
payments under this subsection,

'(II) is not a public hospital, and
'(III) incurs capital-related tax costs for the

fis cal year.
"(iii)(I) In the case of a hospital that fIrst in-

curs capital-related tax costs in a fiscal year
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after fiscal year 1992 because of a change from
nonproprietary to proprietary status or because
the hospital commenced operation after such fi-
cal year, the first fiscal year for which the hos-
pital shall be eligible for such adjustment is the
second full fiscal year following the fiscal year
in which the hospital first incurs such costs.

"(II) In the case of a hospital that first incurs
capital-related tax costs in a fiscal year after
fiscal year 1992 because of a change in State or
local tax laws, the first fiscal year for which the
hospital shall be eligible for such adjustment is
the fourth full fiscal year following the fiscal
year in which the hospital first incurs such
costs.

'(iv) The per discharge adjustment under this
clause shall be equal to the hospital-specific
capital-related tax costs per discharge of a hos-
pital for fiscal year 1992 (or, in the case of a
hospital that first incurs capital-related tax
costs for a fiscal year after fiscal year 1992, for
the first full fiscal year for which such costs are
incurred), updated to the fiscal year to which
the adjustment applies. Such per discharge ad-
justment shall be added to the Federal capital
rate, after such rate has been adjusted as de-
scribed in 42 CFR 412.312 (as in effect on the
date of the enactment of the Balanced Budget
Reconciliation Act of 1995). and before such rate
is multiplied by the applicable Federal rate per-
centage.

'(v) For purposes of this subparagraph. cap-
ital-related tax costs include—

'(I) the costs of taxes on land and depreciable
assets owned by a hospital and used for patient
care,

"(II) payments in lieu of such taxes (made by
hospitals that are exempt from taxation), and

"(III) the costs of taxes paid by a hospital as
lessee of land, buildings. or fixed equipment
from a lessor that is unrelated to the hospital
under the terms of a lease that requires the les-
see to pay all expenses (including mortgage, in-
terest, and amortization) and leaves the lessor
with an amount free of all claims (sometimes re-
ferred to as a 'net net net or triple net lease).
In determining the adjustment required under
clause (i), the Secretary shall not take into ac-
count any capital-related tax costs of a hospital
to the extent that such costs are based on tax
rates and assessments that exceed those for simi-
lar commercial properties.

'(vi) The system shall provide that the Fed-
eral capital rate for any fiscal year after Sep-
tember 30, 1995, shall be reduced by a percentage
sufficient to ensure that the adjustments re-
quired to be paid under clause (i) for a fiscal
year neither increase nor decrease the total
amount that would have been paid under this
system but for the payment of such adjustments
for such fiscal year.

(d) REVISION OF EXCEPTIONS PROCESS UNDER
PROSPECTIVE PA YMENT SYSTEM FOR CERTAIN
PROJECTS. —

(I) IN CENERAL.—Section 1886(g)(1) (42 U.S.C.
1395ww(g) (1)). as amended by subsection (c), is
amended—

(A) by redesignating subparagraph (D) as sub-
paragraph (E), and

(B) by inserting after subparagraph (C) the
following subparagraph:

'(D) The exceptions under the system pro-
vided by the Secretary under subparagraph
(B)(iii) shall include the provision of exception
payments under the special exceptions process
provided under 42 CFR 412.348(g) (as in effect
on September 1. 1995). except that the Secretary
shall revise such process as follows:

(i) A hospital with at least 100 beds which is
located in an urban area shall be eligible under
such process without regard to its disproportion-
ate patient percentage under subsection
(d)(5)(F) or whether it qualifies for additional
payment amounts under such subsection.

"(ii) The minimum payment level for qualify-
ing hospitals shall be 80 percent.

"(iii) A hospital shall be considered to meet
the requirement that it completes the project in-
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volved no later than the end of the hospital's
last cost reporting period beginning after Octo-
ber 1, 2001, if—

'(I) the hospital has obtained a certificate of
need for the project approved by the State or a
local planning authority by September 1, 1995,
anii

"(II) by September 1, 1995, the hospital has
expended on the project at least $750,000 or 10
percent of the estimated co of the project.

(iv) Offsetting amounts, as described in 42
CFR 412.348(g)(8)(ii), shall apply except that
subparagraph (B) of such section shall be re-
vised to require that the additional payment
that would otherwise be payable for the cost re-
porting period shall be reduced by the amount
(if any) by which the hospital's current year
medicare capital payments (excluding, if appli-
cable, 75 percent of the hospital's capital-related
disproportionate share payments) exceeds its
medicare capital costs for such year.

(2) LIMIT TO ADDITIONAL PA YMENTS. —The
amendment made by subsection (a) shall not re-
sult in aggregate additional payments under the
special exception proces.s described in section
1886(b) (1) (D) for fiscal years 1996 through 2000
in excess of an amount equal to the sum of
$50,000,000 per year moi than would have been
paid in such fiscal years if such amendment had
not been enacted.

(3) CONFORMINC AMENDMENT. —Section
1886 (g) (I) (B) (42 U.S.C. 1395ww(g)(1)(B)) is
amended by striking 'may provide" and insert-
ing "shall provide (in accordance with subpara-
graph (D)
SEC. 7014. DISPROPORTIONATE SHARE HOSPITAL

PA YMENTS
(a) IN GFJvEi.4L. —Section 1886(d)(5)(F)(ii) (42

U.S.C. 1395 ww(d) (5) (F) (ii)) is amended—
(1) by striking 'The" and inserting "Subject

to clause (ix), the";
(2) by redesignating subclauses (I) and (II) as

items (aa) and (bb), respectively;
(3) by inserting "(I) "after "(ii)
(4) by inserting 'the applicable percentage de-

termined under subclause (II) of the amount"
after "discharge shall be'

(5) by adding at the end the following new
subcla use:

"(II) For purposes of subclause (I), the appli-
cable percentage for discharges occurring during
a fiscal year is 95 percent in fiscal year 1996, 90
percent in fiscal year 1997, 85 percent in fiscal
year 1998, 80 percent in fiscal year 1999, and 75
percent in fiscal years 2000, 2001, and 2002.
and

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

"(ix) With respect to discharges occurring on
or after October 1, 1995, the Secretary shall ad-
just the additional payment amounts provided
in accordance with this subparagraph for each
discharge such that the total amount of such
additional payment amounts for discharges cc-
cumng over the 7-year period beginning on Oc-
tober 1, 1995, does not exceed an average 5 per-
cent of the sum of the total estimated payments
under this subsection over such 7-year period
(other than payments under subparagraph (B)
or this subparagraph)...

(b) No RESTAMDARDIZATION OF PA YMENT
AMOUNTS REQUIRED—Section 1886(d)(2)(C)(iv)
(42 U.S.C. 1395ww(d)(2)(C)(iv)) is amended by
striking "1990" and inserting , 1990, and the
modifications made to such paragraph by sec-
tion 7014(a) of the Balanced Budget Reconcili-
ation Act of 1995.

(c) EFFECTIVE DATE—The amendments made
by subsections (a) and (b) shall apply to dis-
charges occurring on or after October 1, 1995.
SEC. 7015. INDIRECT MEDICAL EDUCATION PAY.

MENTS,
(a) IN GENERAL. —Section 1886(d)(5)(B)(ii) (42

U.S.C. 1395ww(d)(5)(B)(ii)) is amended to read
as follows:

"(ii) For purposes of clause (i)(II), the indirect
teaching adjustment factor is equal to c (((1#r)
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to the nth power) — 1), where 'r' is the ratio of
the hospitals full-time equivalent interns and
residents to beds and 'n equals .405. For dis-
charges occurring on or after—

'(I) May 1, 1986, and before October 1, 1995,
c'is equal to 1.89:

(II) October 1, 1995 and before October 1,
1996, c is equal to 1.65;

'(III) October 1, 1996. and before October 1,
1997, c is equal to 1.48;

'(IV) October 1, 1997. and before October 1,
1998. c is equal to 1.33; and

(1'9 October 1, 1998. and before October 1,
2002. c is equal to 1.23.

(b) No RESTANDARDIZATION OF PA YMENT
AMOUNTS REQUIRED. —Section 1886(d) (2) (C) (I)
(42 U S.C. 1395ww(d)(2)(C)(i)) is amended by
striking 'of 1985' and inserting 'of 1985. but
not taking into account the amendments made
by section 7015(a) of the Balanced Budget Rec-
onciliation Act of 1995".
SEC. 7016. GRADUATE MEDICAL EDUCATION AND

DISPROPORTIONATE SHARE PAY-
MENTADJL/STMENTS FOR MEDICARE
CHOICE.

Section 1886 (42 USC. 1395ww) is amended by
adding at the end the following new subsection:

Ci) GRADUATE MEDICAL EDUCATION AND DIS-
PROPORTIONATE SHARE PA YMEWF ADJUSTMENTS
FOR MEDICARE CHOICE. —

(1) IN GENERAL. —For discharges occun-ing
on or after January 1. 1997. a subsection (d)
hospital shall receive payment for each dis-
charge of an individual enrolled under part D
with a medicare choice plan in an amount equal
to the applicable percentage of the amount that
the hospital would have received for such dis-
charge under subsections (d) (5) (B). (relating to
indirect medical education), (d)(5)(F) (relating
to disproportionate share), and (h) (relating to
direct graduate medical education), if such indi-
vidual was enrolled in the traditional medicare
program (as defined in section 1895A (c)(3)).

"(2) APPLICABLE PERCENTAGE—For purposes
of paragraph (1), the applicable percentage is—

(A) for calendar year 1997. 50 percent; and
(B) for calendar years after 1997, 100 per-

cent.
SEC. 7017. PA YMENTS FOR HOSPICE SERVICES.

Section 1814(i) (1) (C) (ii) (42 USC.
1395f(i)(l)(C)(ii)) is amended by striking
subclauses (IV). (1/), and (VI). and inserting the
following subcla uses:

'(IV) for each of fiscal years 1996 through
2002. the greater of.—

(aa) the market basket percentage increase
for the fiscal year minus 2.5 percentage points,
or

'ibb) 1.1 percent (1.3 percent in fiscal year
1996 and 1.2 percent in fiscal year 1997): and

"(V) for a subsequent fiscal year. the market
basket percentage increase for the fiscal year.
SEC. 7018. EXTENDING MEDICARE COVERAGE OF.

AND APPLICATION OF HOSPITAL IN-
SURANCE TAX TO. ALL STATE AND
LOCAL GO VERNMRJ'IT EMPLOYEES.

(a) IN GENERAL.—
(1) APPLICATION OF HOSPITAL INSURANCE

TAX. —Section 3121 (u) (2) of the Internal Revenue
Code of 1986 is amended by striking subpara-
graphs (C) and (D).

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

(3) EFFECTIVE DATE—The amendments made
by this subsection shall apply to services per-
formed after December 31. 1995.

(b) TRANSITION IN BENEFITS FOR STATE AND
LOCAL GOVERJVMEIVT EMPLOYEES AND FORMER
EMPLOYEES. —

(1) IN GENERAL. —
(A) EMPLOYEES NEWLY SUEJECT TO TAX—For

purposes of sections 226, 226A. and 1811 of the
Social Security Act, in the case of any individ-
ual who performs services during the calendar
quarter beginning January 1, 1996. the wages
for which are subject to the tax imposed by sec-
tion 3101(b) of the Internal Revenue Code of
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1986 only because of the amendments made by
subsection (a). the individual's medicare quali-
fied State or local government employment (as
defined in subparagraph (B)) performed before
January 1. 1996. shall be considered to be 'em-
ploymen t" (as defined for purposes of title II of
such Act), but only for purposes of providing
the individual (or another person) with entitle-
ment to hospital insurance benefits under part
A of title XVIII of such Act for months begin-
ning with January 1996.

(B) MEDICARE QUALIFIED STATE OR LOCAL
GOVERNMEI'rr EMPLOYMENT DEFINED. —In this
paragraph, the term 'medicare qualified State
or local government employment" means medi-
care qualified government employment described
in section 210(p) (1) (B) of the Social Security Act
(determined without regard to section 210(p) (3)
of such Act, as in effect before its repeal under
subsection (a) (2)).

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

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

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

(C) any loss in interest to such Trust Fund re-
sulting from the payment of those amounts, in
order to place such Trust Fund in the same po-
sition at the end of such fiscal year as it would
have been in if this subsection had not been en-
acted.

(3) INFOR.MA TION TO INDIVIDUALS WHO ARE
PROSPECTIVE MEDICARE BENEFICIARIES BASED ON
STATE AND LOCAL GOVERNMENT EMPLOYMEWF. —
Section 226(g) (42 U.S. C. 426(g)) is amended—

(A) by redesignating paragraphs (1) through
(3) as subparagraphs (A) through (C). respec-
tively,

(B) by inserting (1) ' after '(g) ". and
(C) by adding at the end the following new

paragraph:
"(2) The Secretary, in consultation with State

and local governments, shall provide procedures
designed to assure that individuals who perform
medicare qualified government employment by
virtue of service described in section 210(a) (7)
are fully informed with respect to (A) their eligi-
bility or potential eligibility for hospital insur-
ance benefits (based on such employment) under
part A of title XVIII. (B) the requirements for,
and conditions of such eligibility, and (C) the
necessity of timely application as a condition of
becoming entitled under subsection (b)(2)(C).
giving particular attention to individuals who
apply for an annuity or retirement benefit and
whose eligibility for such annuity or retirement
benefit is based on a disability.

(c) TECHNICAL AMENDMENTS.—
(1) Subparagraph (A) of section 3121 (u)(2) of

the Internal Revenue Code of 1986 is amended
by striking "subparagraphs (B) and (C),' and
inserting "subparagraph (B),'

(2) Subparagraph (B) of section 2IO(p)(I) (42
US.C. 410(p) (I)) is amended by striking 'para-
graphs (2) and (3).' and inserting "paragraph
(2).

(3) Section 218 (42 U.S.C. 418) is amended by
striking subsection (n).

(4) The amendments made by this subsection
shall apply after December 31, 1995.
SEC. 7019 NURSE AIDE TRAINING IN SKILLED

NURSING FACIUTIES SUBJECT TO
EXTENDED SURVEY AND CERTAIN
OTHER CONDITIONS.

Section 1819(f)('2)(B)(iii)(I) (42 U.S. C. 1395i-
3(1) (2) (B) (iii) (I)) is amended, in the matter pre-
ceding item (a), by striking "by or in a skilled
nursing facility' and inserting "by a skilled
nursing facility (or in such a facility, unless the
Seate determines that there is no other such pro-
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gram offered within a reasonable distance, pro-'
vides notice of the approval to the State long
term care ombudsman, and assures, through an
oversight effort, that an adequate environment
exists for such a program)
Subchapter B—Payments to Skilled Nursing

Facilities
PART I—PROSPECTIVE PA YMENTSYS TEM

SEC. 7025. PROSPECTIVE PA YMENT SYSTEM FOR
SKILLED NURSING FACILITIES.

Title XVIII (42 U.S. C. 1395 et seq.) is amended
by adding the following new section after sec-
tion 1888:

"PROSPECTIVE PA YMEWF SYSTEM FOR SKILLED
NURSING FACILITIES

SEC. 1889. (a) ESTABLISHMENT OF SYSTEM. —
Not withstanding any other provision of this
title, the Secretary shall establish a prospective
payment system under which fixed payments for
episodes of care shall be made, instead of pay-
men ts determined under section 1861(v). section
1888, or section 1888A, to skilled nursing facili-
ties for all extended care services furnished dur-
ing the benefit period established under section
1812(a) (2). Such payments shall constitute pay-
ment for capital costs and all routine and non-
routine service costs covered under this title that
are furnished to individuals who are inpatients
of skilled nursing facilities during such benefit
period, except for physicians services. The pay-
ment amounts shall vary depending on case-
mix, patient acuity, and such other factors as
the Secretary determines are appropriate. The
prospective payment system shall apply for cost
reporting periods (or portions of cost reporting
periods) beginning on or after October 1. 1997.

'(b) 90 PERCENT OF LEVELS OTHFR WISE IN EF-
FECT—The Secretary shall establish the pro-
spective payment amounts under subsection (a)
at levels such that, in the Secretary's esti-
mation, the amount of total payments under
this title shall not exceed 90 percent of the
amount of payments that would have been made
under this title for all routine and non-routine
services and capital expenditures if this section
had not been enacted.

'(c) ADJUSTMENT IN RATES W TAKE INTO AC-
COUNT BENEFICIARY COST-SHARING—The Sec-
retary shall reduce the prospective payment
rates established under this section to take into
account the beneficiary coinsurance amount re-
quired under section 1813(a) (3).

PARTII—INTERIMPAYMENT SYSTEM
SEC- 7031. PA YMENTS FOR ROUTINE SERVICE

COSTS.
(a) CLARIFICATION OF DEFINITION OF ROUTINE

SERVICE COSTS—Section 1888 (42 USC. 1395yy)
is amended by adding at the end the following
new subsection:

"(e) For purposes of this section. the routine
service costs' of a skilled nursing facility are all
costs which are attributable to nursing services.
room and board, administrative costs, other
overhead costs, and all other ancillary services
(including supplies and equipment). excluding
costs attributable to covered non-routine serv-
ices subject to payment amounts under section
1888A.

(b) CONFORMING AMENDMEArr. —Section 1888
(42 U.S.C. l39Syy) is amended in the heading by
inserting "AND CERTAIN ANCILLARY" after
"SERVICE".

SEC. 7032 COST-EFFECTIVE MANAGEMENT OF
CO VER.ED NON-ROUTINE SERVICES.

(a) IN GENERAL. —Title XVIII (42 U S.C. 1395
et seq.). as amended by section 7025, is amended
by inserting after section 1888 the following new
section:

COST-EFFECTIVE MANAGEMEWF OF COVERED
NON-ROUTINE SERVICES OF SKILLED NURSING
FACILITIES
"SEC. 1888A. (a) DEFINITIONS. —For purposes

of this section:
'(1) COVERED NON-ROUTINE SERVICES—The

term 'covered non-routine services' means post-
hospital extended care services consisting of any
of the following:
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(A) Physical or occupational therapy or

speech-language pathology services. or ns-
piratory therapy.

'(B) Prescription drugs.
'(C) Complex medical equipment.
'(D) Intravenous therapy and solutions (in-

cluding enteral and parenteral nutrients, sup-
plies, and equipment).

'(E) Radiation therapy.
'(F) Diagnostic services, including laboratory.

radiology (including computerized tomography
services and imaging services). and pulmonary
services.

"(2) SNF MARKET BASKET PERCENTAGE IN-
CREASE—The term SNF market basket percent-
age increase for a fiscal year means a percent-
age equal to input price changes in routine serv-
ice costs for the year under section 1888(a).

'(3) STAY. — The term stay means, with re-
spect to an individual who is a resident of a
skilled nursing facility, a period of continuous
days during which the facility provides ex-
tended care services for which payment ma)' be
made under this title for the individual during
the individual's spell of illness.

'(b) NEW PAYMENT METHOD FOR COVERED
NON-ROUTINE SERVICES BEGINNING IN FISCAL
YEAR 1996.—

(l) IN GENERAL—The payment method estab-
lished under this section shall apply with re-
spect to covered non-routine services furnished
during cost reporting periods (or portions of cost
reporting periods) beginning on or after October
1. 1995.

'(2) IWTERIM PA YMENTS. —Subject to sub-
section (c). a skilled nursing facility shall re-
ceive interim payments under this title for cov-
ered non-routine services furnished to an indi-
vidual during cost reporting periods (or portions
of cost reporting periods) described in para-
graph (1) in an amount equal to the reasonable
cost of providing such services in accordance
with section 1861(v). The Secretary may adjust
such payments if the Secretary determines (on
the basis of such estimated information as the
Secretary considers appropriate) that payments
to the facility under this paragraph for a cost
reporting period would substantially exceed the
cost reporting period amount determined under
subsection (c)(2).

'(3) RESPONSIBILITY OF SKILLED NURSING FA -
CILITY TO MANAGE BILLINGS.—

"(A) CLARIFICATION RELATING TO PART A BILL-
ING. —In the case of a covered non-routine serv-
ice furnished to an individual who (at the time
the service is furnished) is a resident of a skilled
nursing facility who is entitled to coverage
under section 1812(a) (2) for such service, the
skilled nursing facility shall submit a claim for
payment under this title for such service under
part A (without regard to whether or not the
item or service was furnished by the facility, by
others under arrangement with them made by
the facility, under any other contracting or con-
sulting arrangement, or otherwise).

'(B) PART B BILLING—In the case of cov-
ered non-routine service furnished to an indi-
vidual who (at the time the service is furnished)
is a resident of a skilled nursing facility who is
not entitled to coverage under section 1812(a) (2)
for such service but is entitled to coverage under
part B for such service, the skilled nursing facil-
ity shall submit a claim for payment under this
title for such service under part B (without re-
gard to whether or not the item or service was
furnished by the facility, by others under ar-
rangement with them made by the facility,
under any other contracting or consulting ar-
rangement, or otherwise,).

'(C) MAINTAINING RECORDS ON SER VICES FUR-
NISHED TO RESIDENTS. —Each skilled nursing fa-
cility receiving payments for extended care serv-
ices under this title shall document on the facili-
ty 's cost report all covered non-routine services
furnished to all residents of the facility to whom
the facility provided extended care services for
which payment was made under part A during
a fiscal year (beginning with fiscal year 1996)
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(without regard to whether or not the services
were furnished by the facility, by others under
arrangement with them made by the facility.
under any other contracting or consulting ar-
rangement, or otherwise).

'(c) NO PAYMENT IN EXCESS OF PRODUCT OF
PER STAY AMOUNT AND NUMBER OF STA YS. —

'(1) IN GENERAL—If a skilled nursing facility
has received aggregate payments under sub-
section (b) for covered non-routine services dur-
ing a cost reporting period beginning during a
fiscal year in excess of an amount equal to the
cost reporting period amount determined under
paragraph (2), the Secretary shall reduce the
payments made to the facility with respect to
such services for cost reporting periods begin-
ning during the following fiscal year in an
amount equal to such excess. The Secretary
shall reduce payments under this subparagraph
at such times and in such manner during a fis-
cal year as the Secretary finds necessary to meet
the requirement of this subparagraph.

(2) COST REPORTING PERIOD AMOUNT—The
cost reporting period amount determined under
this subparagraph is an amount equal to the
prøduct of—

"(A) the per stay amount applicable to the fa-
cility under subsection (d) for the period; and

"(B) the number of stays beginning during the
period for which payment was made to the facil-
ity for such services.

'(3) PROSPECTIVE REDUCTION IN PAYMENTS.—
In addition to the process for reducing payments
described in paragraph (1), the Secretary may
reduce payments made to a facility under this
section during a cost reporting period if the Sec-
retary determines (on the basis of such esti-
mated information as the Secretary considers
appropriate) that payments to the facility under
this section for the period will substantially ex-
ceed the cost reporting period amount for the
period determined under this paragraph.

"(d) DETERMINATION OF FACILITY PER STAY
AMOUNT. —

(1) AMOUNT FOR FISCAL YEAR 1996.—
"(A) IN GENERAL.—
'(i) ESTABLISHMENT. —Except as provided in

subparagraph (B) and clause (ii'), the Secretary
shall establish a per stay amount for each nurs-
ing facility for the 12-month cost reporting pe-
riod beginning during fiscal year 1996 that is the
facility-specific stay amount for the facility (as
determined under subsection (e)) for the last 12-
month cost reporting period ending on or before
September 30. 1994, increased (in a compounded
manner) by the SNF market basket percentage
increase (as defined in subsection (a)(2)) for
each fiscal year through fiscal year 1996.

'(ii) ADJUSTMENT IF IMPLEMENTATION DE-
LAYED.—If the amount under clause (i) is not
established prior to the cost reporting period de-
scribed in clause (I). the Secretary shall adjust
such amount for stays after such amount is es-
tablished in such a manner so as to recover any
amounts in excess of the amounts which would
have been paid for stays before such date if the
amount had been in effect for such stays.

'(B) FACILITIES NOT 1-IA VING 1994 COST REPORT-
ING PERIOD. —In the case of a skilled nursing fa-
cility for which payments were not made under
this title for coered non-routine services for the
last 12-month cost reporting period ending on or
before September 30. 1994, the per stay amount
for the 12-month cost reporting period beginning
during fiscal year 1996 shall be the average of
all per stay amounts determined under subpara-
graph (A).

"(2) AMOUNT FOR FISCAL YEAR 1997 AND SUSE-
QUENT FISCAL YEARS—The per stay amount for
a skilled nursing facility for a 12-month cost re-
porting period beginning during a fiscal year
after 1996 is equal to the per stay amount estab-
lished under this subsection for the 12-month
cost reporting period beginning during the pre-
ceding fiscal year (without regard to any ad-
justment under paragraph (l)(A)(ii)). increased
by the greater of—
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(A) the SNF market basket percentage in-

crease for such subsequent fiscal year minus 2.5
percentage points: or

"(B) 1.2 percent (1.1 percent for fiscal years
after 1997).

'(e) DETERMINATION OF FACILITY-SPECIFIC
STAY AMOUNTS—The facility-specific stay
amount' for a skilled nursing facility for a cost
reporting period is—

(1) the sum of—
(A) the amount of payments made to the fa-

cility under part A during the period which are
attributable to covered non-routine services fur-
nished during a stay: and

"(B) the Secretary's best estimate of the
amount of payments made under part B during
the period for covered non-routine services fur-
nished to all residents of the facility to whom
the facility provided extended care services for
which payment was made under part A during
the period (without regard to whether or not the
services were furnished by the facility, by others
under arrangement with them made by the facil-
ity under any other contracting or consulting
arrangement, or otherwise), as estimated by the
Secretary: divided by

(2) the average number of days per stay for
all residents of the skilled nursing facility.

(1) INTENSIVE NURSING OR THERAPY NEEDS. —
(1) IN GENERAL. —In applying subsection (b)

to covered non-routine services furnished during
a stay beginning during a cost reporting period
to a resident of a skilled nursing facility who re-
quires intensive nursing or therapy services, the
per stay amount for such resident shall be the
per stay amount developed under paragraph (2)
instead of the per stay amount determined
under subsection (d)(l) (A).

(2) PER STAY AMOUNT FOR INTENSIVE NEED
RESIDENTS—The Secretary, after consultation
with the Prospective Payment Assessment Com-
mission and skilled nursing facility experts.
shall develop and publish a per stay amount for
residents of a skilled nursing facility who re-
quire intensive nursing or therapy services.

"(3) BUDGET NEUTRALiTY—The Secretary
shall adjust payments under subsection (b) in a
manner that ensures that total payments for
covered non-routine services under this section
are not greater or less than total payments for
such services would have been but for the appli-
cation of paragraph (1).

'g) EXCEPTIONS AND ADJUSTMENTS TO
AMOUNTS. —

(1) IN GENERAL—The Secretary may make
exceptions and adjustments to the cost reporting
period amounts applicable to a skilled nursing
facility under subsection (c)(2) for a cost report-
ing period, except that the total amount of any
additional payments made under this section for
covered non-routine services during the cost re-
porting period as a result of such exceptions and
adjustments may not exceed 5 percent of the ag-
gregate payments made to all skilled nursing fa-
cilities for covered non-routine services during
the cost reporting period (determined without
regard to this paragraph).

'(2) BUDGET NEW7?ALITY.—The Secretary
shall adjust payments under subsection (b) in a
manner that ensures that total payments for
covered non-routine services under this section
are not greater or less than total payments for
such services would have been but for the appli-
cation of paragraph (1).

(h) SPECIAL TREATMENT FOR MEDICARE LOW
VOLUME SKILLED NURSING FACILITIES. — The
Secretary shall determine an apprDpriate man-
ner in which to apply this section. taking into
account the purposes of this section, to non -rDu-
tine costs of a skilled nursing facility for which
payment is made for routine service costs during
a cost reporting period on the basis of prospec-
tive payments under section 1888(d).

(1) MAINTAINING SAVINGS FROM PA YMENT
SYSTEM—The prospective payment system es-
tablished under section 1889 shall reflect the
payment methodology established under this
section for covered non-routine services.
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(b) CoNFoRMING AMENDMEWT. —Section 1814(b)

(42 u.s.c. 13951(b)) is amended in the matter
preceding paragraph (1) by striking 1813 and
1886' and inserting 1813, 1886, 1888, 1888A, and
1889'.
SEC. 7033. PA YMENTS FOR ROUTINE SERVICE

COSTS.
(a) MAINTAINING SAVINGS RESULTING FROM

TE.MPOR4RY FREEZE ON PA YMEI'TT INCREASES.—
(I) BASING UPDATES TO PER DIEM COST LIMITh

ON LIMITS FOR FISCAL YEAR 1993.—
(A) IN GENERAL. — The last sentence of section

1888(a) (42 U.S.C. 1395yy(a)) is amended by add
ing at the end the following: (except that such
updates may not take into account any changes
in the routine service costs of skilled nursing fa-
cilities occurring during cost reporting periods
which began during fiscal year 1994 or fiscal
year 1995).

(B) No EXCEPTIONS PERMuTED BASED ON
AMENDMENT. —The Secretary of Health and
Human Services shall not consider the amend-
ment made by subparagraph (A) in making any
adjustments pursuant to section 1888(c) of the
Social Security Act.

(2) PA YMENTS TO LOW MEDICARE VOLUME
SKILLED NURSING FACILITIES. —Any change made
by the Secretary of Health and Human Services
in the amount of any prospective payment paid
to a skilled nursing facility under section
1888(d) of the Social Security Act for cost report-
ing periods beginning on or after October 1,
1995, may not take into account any changes in
the costs of services occurring during cost re-
porting periods which began during fiscal year
1994 or fiscal year 1995.

(b) BASING 1996 LIMITS ON NEW DEFINITION OF
ROrrINE cosTs. —The Secretary of Health and
Human Services shall take into account the new
definition of routine service costs under section
1888(e) of the Social Security Act, as added by
section 7031, in determining the routine per diem
cost limits under section 1888(a) for fiscal year
1996 and each fiscal year thereafter.

(c) ESTABLISHMENT OF SCHEDULE FOR MAXING
ADJUSTMENTS TO LIMITS. —Section 1888(c) (42
u.s.c. 1395yy(c)) is amended by striking the pe-
riod at the end of the second sentence and in-
serting , and may only make adjustments
under this subsection with respect to a facility
which applies for an adjustment during an an-
nual application period established by the Sec-
retary.•

(d) LIMITA TION TO EXCEPTIONS PROCESS OF
THE SECRETARY. —Section 1888(c) (42 u.s.c.
1395yy(c)) is amended—

(1) by striking '(c) The Secretary and insert-
ing (c)(l) Subject to paragraph (2), the 5ec-
retary'; and

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

(2) The Secretary may not make any adjust-
ments under this subsection in the limits set
forth in subsection (a) for a cost reporting pe-
riod beginning during a fiscal year to the extent
that the total amount of the additional pay-
ments made under this title as a result of such
adjustments is greater than an amount equal
to—

'(A) for cost reporting periods beginning dur-
ing fiscal year 1996. the total amount of the ad-
ditional payments made under this title as a re-
sult of adjustments under this subsection for
cost reporting periods beginning during fiscal
year 1994 increased (on a compounded basis) by
the SNF market basket percentage increase (as
defined in section 1888A (a) (2)) for each fiscal
year; and

(B) for cost reporting periods beginning dur-
ing a subsequent fiscal year, the amount deter-
mined under this paragraph for the preceding
fiscal year. increased by the SNF market basket
percentage increase (as defined in section
1888A (a) (2)) for each fiscal year.

(e) MAThrTAINING SAVINGS FROM PA YMEP.T 5Y5-
TEM.—The prospective payment system estab-
lished under section 1889 of the Social Security
Act, as added by section 7025. shall reflect the

CONGRESSIONAL RECORD — SENATE
routine per diem cost limits under section 1888 (a)
of such Act.
SEC. 7034. REDUCTIONS IN PA 110ff) VT FOR CAP-

ITAL-REL4 TED COSTS.
(a) IN GENERAL—Section 1861(v)(1) (42 u.s.c.

1395x(v)(1)) is amended by adding at 'the end the
following new subparagraph:

(T) Such regulations shall provide that, in
determining the amount of the payments that
may be made under this title with respect to all
the capital-related costs of skilled nursing facili-
ties, the Secretary shall reduce the amounts of
such payments otherwise established under this
title by 15 percent for payments attributable to
portions of cost reporting periods occurring be-
ginning in fiscal years 1996 through 2002.

(b) MAJPrrA liVING SAVINGS RESULTING FROM 15
PERCENT cAPrTAL REDUCTION.—The prospective
payment system established under section 1889
of the 5ocial security Act, as added by section
7025 of the Balanced Budget Reconciliation Act
of 1995, shall reflect the 15 percent reduction in
payments for capital-related costs of skilled
nursing facilities as such reduction is in effect
under section 1861(v)(1)(7') of such Act, as
added by subsection (a).
SEC. 7035. TREATMENT OF ITEMS AND SERVICES

PAID FOR UNDER PA RT B.

(a) REQUIRING PA YMENT FOR ALL ITEMS AND
SERVICES To BE MADE TO FACILITY—

(1) IN GENERAL ,—The first sentence of section
1842(b) (6) (42 u.s.c. 1395u(b)(6)) is amended—

(A) by striking and (D)" and inserting

(B) by striking the period at the end and in-
serting the following: and (E) in the case of
an item or service furnished to an individual
who (at the time the item or service is furnished)
is a resident of a skilled nursing facility, pay-
ment shall be made to the facility (without re-
gard to whether or not the item or service was
furnished by the facility, by others under ar-
rangement with them made by the facility,
under any other contracting or consulting ar-
rangement, or otherwise), except that this sub-
paragraph shall not preclude a physician from
providing evaluation and management services
to patients under the physician's care.

(2) EXCLUSION FOR ITEMS AND SERVICES NOT
BILLED BY FACILITY—Section 1862(a) (42 u.s.c.
1395y(a)) is amen ded—

(A) by striking or' at the end of paragraph
(14);

(B) by striking the period at the end of para-
graph (15) and inserting '; or and

(c) by inserting after paragraph (15) the fol-
lowing new paragraph:

"(16) where such expenses are for covered
non-routine services (as defined in section
1888A (a) (1)) furnished to an individual who is a
resident of a skilled nursing facility and for
which the claim for payment under this title is
not submitted by the facility.".

(3) CONFORMING AMENDMENT. —Section
1832(a)(1) (42 U S. C. 1395k(a) (1)) is amended by
striking '(2); and inserting "(2) and section
1842(b) (6) (E);

(b) REDUCTION IN PA YMEN'TS FOR ITEMS AND
SERVICES FURNISHED BY OR UNDER ARRANGE-
MENTS WITH FACILITIES.—Section 1861(v) (1) (42
U.S. C. 1395x(v)(1)), as amended by section 7034,
is amended by adding at the end the following
new subparagraph:

'(LI) In the case of an item or service fur-
nished by a skilled nursing facility (or by others
under arrangement with them made by a skilled
nursing facility or under any other contracting
or consulting arrangement or otherwise) for
which payment is made under part B in an
amount determined in accordance with section
1333 (a) (2) (B), the Secretary shall reduce the rea-
sonable cost for such item or service otherwise
determined under clause (i)(I) of such section by
5.8 percent for payments attributable to portions
of cost reporting periods occurring during fiscal
years 1996 through 2002.
SEC. 7036. MEDICAL REVIEW PROCESS.

In order to ensure that medicare beneficiaries
are furnished appropriate extended care se,v-
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ices, the Secretary of Health and Human Serv-
ices shall establish and implement a thorough
medical review process to examine the effects of
the amendments made by this subchapter on the
quality of extended care services furnished to
medicare beneficiaries. In developing such a
medical review process, the Secretary shall place
a particular emphasis on the quality of non-rou-
tine covered services for which payment is made
under section 1888A of the Social Security Act.
SEC. 7037. REVISED SALARY EQUIVALENCE LIM-

II'S.
The Secretary of Health and Human Services

shall determine the non-routine per stay pay-
ment amounts for each skilled nursing facility
established under section 1888A of the Social Se-
curity Act, as added by section 7032, as if salary
equivalence guidelines were in effect for occupa-
tional, physical, respiratory, and speech pathol-
ogy therapy services for the last 12-month cost
reporting period of the facility ending on or be-
fore September 30, 1994.
SEC. 7038. REPORT BY PROSPECTIVE PA YMENT

ASSESSMENT COMMISSION.
Not later than October 1, 1997, the Prospective

Payment Assessment Commission shall submit to
Congress a report on the system under which
payment is made under the medicare program
for extended care services furnished by skilled
nursing facilities, and shall include in the r-
port the following:

(1) An analysis of the effect of the methodol-
ogy established under section 1888A of the So-
cial Security Act (as added by section 7032) on
the payments for, and the quality o1 extended
care services under the medicare program.

(2) An analysis of the advisability of deter-
mining the amount of payment for covered non-
routine services of facilities (as described in
such section) on the basis of the amounts paid
for such services when furnished by suppliers
underpart B of the medicare program.

(3) An analysis of the desirability of maintain-
ing separate routine cost-limits for hospital-
based and freestanding facilities in the costs of
extended care services recognized as reasonable
under the medicare program.

(4) An analysis of the quality of services fur-
nished by skilled nursing facilities.

(5) An analysis of the adequacy of the process
and standards used to provide exceptions to the
limits described in paragraph (3).

(6) An analysis of the effect of the prospective
payment methodology established under section
1889 of the Social Security Act (as added by sec-
tion 7025) on the payments for, and the quality
of, extended care services under the medicare
program. induding an evaluation of the base-
line used in establishing a system for payment
for extended care services furnished by skilled
nursing facilities.
SEC. 7039. EFFECTIVE DATE.

Except as othejwise provided in this part, the
amendments made by this part shall apply to
services furnished during cost reporting periods
(or portions of cost reporting periods) beginning
on or after October 1, 1996.

CHAPTER 3—PROVISIONS RELATING TO
PART B

SEC. 7041. PA YMENTS FOR PHYSICIANS SERV-
ICES.

(a) ESTABLISHING UPDATE TO CONVERSION
FACTOR TO MA TCH SPENDING UNDER SUSTAIN-
ABLE GROWTH RATE.—

(I) Section 1848(d) (2) (42 U.S.C. 1395ww(d)(2))
is amended to read as follows:

(2) RECOMMENDATION OF UPDATE. —
'(A) IN GENERAL—Not later than April 15 of

each year (beginning with 1996). the Secretary
shall transmit to the Congress a report that in-
cludes a recommendation on the appropriate up-
date in the conversion factor for all physicians'
services (as defined in subsection (f)(3)(A)) in
the following year. In making the recommenda-
tion, the Secretary shall consider—

(i) the percentage change in the medicare
economic index (described in the fourth sentence
of section 1842(b) (3)) for that year:
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(ii) such factors as enter into the calculation

of the update adjustment factor as described in
paragraph (3E8); and

'(iii) access to services.
(B) ADDITIONAL CONSIDERATIONS. —In mak-

ing recommendations under subparagraph (A).
the Secretary may also consider—

'(I) unexpected changes by physicians in re-
sponse to the implementation of the fee sched-
ule;

'(ii2 unexpected changes in outlay projec-
tions;

"(iii) changes in the quality or appropriate-
ness of care;

'(iv) any other relevant factors not measured
in the resource-based payment methodology:
and

'(v) changes in volume or intensity of serv-
ices.

"(C) COMMISSION REVIEW. —The Physician
Payment Review Commission shall review the
report submitted under subparagraph (A) in a
year and shall submit to the Congress. by not
later than May 15 of the year. a report includ-
ing its recommendations respecting the update
in the conversion factor for the following
year.

(2) UPDATE—Section 1848(d) (3) (42 U.S.C.
1395w-4(d)(3)) is amended to read as follows:

"(3) UPDA TE. —
"(A) IN GENERAL—Unless Congress otherwise

provides, subject to subparagraph (E). for pur-
poses of this section the update for a year (be-
ginning with 1997) is equal to the product of—

(i) 1 plus the Secretary's estimate of the per-
centage increase in the medicare economic index
(described in the fourth sentence of section
1842 (b) (3)) for the year (divided by 100). and

"(ii') 1 plus the Secretary's estimate of the up-
date adjustment factor for the year (divided by
100),

minus 1 and multiplied by 100.
"(B) UPDATE ADJUSTMENT FACTOR—The 'up-

date adjustment factor' for a year is equal to the
quotient of—

"(I) the difference between (I) the sum of the
allowed expenditures for physicians' services
furnished during each of the years 1995 through
the year involved and (II) the sum of the
amount of actual expenditures for physicians'
services furnished during each of the years 1995
through the previous year; divided by

"(ii) the Secretary's estimate of allowed ex-
penditures for physicians' services furnished
during the year,

'(C) DETERMINATION OF ALLOWED EXPENDI-
TURES—For purposes of subparagraph (B), al-
10 wed expenditures for physicians' services shall
be determined as follows (as estimated by the
Secretary):

'(1,) In the case of allowed expenditures for
1995, such expenditures shall be equal to ictual
expenditures for services furnished during the
12-month period ending with June 30. 1995.

'(ii) In the case of allowed expenditures for
1996 and each subsequent year, such expendi-
tures shall be equal to allowed expenditures for
the previous year. increased by the sustainable
growth rate under subsection (I) for the fiscal
year which begins during the year.

- '(D) DETERMINATION OF ACTUAL E.XPENDI-
TURES.-.--For purposes of subparagraph (B). the
amount of actual expenditures for physicians'
services furnished during a year shall be equal
to the amount of expenditures for such services
during the 12-month period ending with June of
the previous year.

(E) RESTRICTION ON VARIA TION FROM MEDI-
CARE ECONOMIC INDEX. —Notwithstanding the
amount of the update adjustment factor deter-
mined under subparagraph (B) for a year, the
update in the conversion factor under this para-
graph for the year may not e—

"(I) greater than 103 percent of 1 plus the Sec-
retary 's estimate of the percentage increase in
the medicare economic index (described in the
fourth sentence of section 1842(b) (3)) for the
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year (divided by 100), minus 1 and multiplied by
100; or

'(ii) less than 93 percent of 1 plus the Sec-
retary 's estimate of the percentage increase in
the medicare economic index (described in the
fourth sentence of section 1842(b) (3)) for the
year (divided by 100), minus 1 and multiplied by
100.

(3) EFFECTIVE DATE—The amendments made
by this subsection shall apply to physicians'
services furnished on or after January 1. 1997.

(b) REPLACEMENT OF VOLUME PERFORMANCE
STANDARD WITH SUSTAINABLE GROWTH RATE. —
Section 1848(1) (42 U.S.C. 1395w-4(1)) is amended
to read as follows:

"(1) SUSTAINABLE GROWTH RATE.—
"(1) PROCESS FOR ESTABLISHING SUSTAINABLE

GROWTH RATE OF INCREASE. —
"(A) SECRETARY'S RECOMMENDATION—By not

later than April15 of each year (beginning with
1996), the Secretary shall transmit to the Con-
gress a recommendation on the sustainable
growth rate for the fiscal year beginning in such
year. In making the recommendation, the Sec-
retary shall confer with organizations represent-
ing physicians and shall consider—

'(i) inflation,
'(ii) changes in numbers of enrollees (other

than private plan enrollees) under this part,
'(iii) changes in the age composition of enroll-

ees (other than private plan enrollees) under
this part,

"(iv) changes in technology,
"(v) evidence of inappropriate utilization of

services,
"(vi) evidence of lack of access to necessary

physiciaris'services. and
"(vii) such other factors as the Secretary con-

siders appropriate.
"(B) COMMISSION REVIEW. —The Physician

Payment Review CommissiOn shall review the
recommendation transmitted during a year
under subparagraph (A) and shall make its rec-
ommendation to Congress. by not later than
May 15 of the year. respecting the sustainable
growth rate for the fiscal year beginning in that
year.

"(C) PUBLICATION OF SUSTAINABLE GROWTH
RATE—The Secretary shall cause to have the
sustainable growth rate published in the Fed-
eral Register. in the last 15 days of October of
each calendar year (beginning with 1997), for
the fiscal year beginning in that year. The Sec-
retary shall cause to have published in the Fed-
eral Register, by not later than January 1, 1997.
the paragraph (2) for fiscal year 1997.

'(2) SPECIFICATION OF GROWTH RATE. —
"(A) FISCAL YEAR 1996.—The sustainable

growth rate for all physicians' services for fiscal
year 1996 shall be equal to the product of—

(i) 1 plus the Secretary's estimate of the per-
centage change in the medicare economic index
for 1996 (described in the fourth sentence of sec-
tiOn 1842(b) (3)) (divided by 100),

"(ii) 1 plus the Secretary's estimate of the per-
centage change (divided by 100) in the average
number of individuals enrolled under this part
(other than private plan enrollees) from fiscal

year 1995 to fiscal year 1996,
'(iii) 1 plus the Secretary's estimate of the

projected percentage growth in real gross domes-
tic product per capita (divided by 100) from fis-
cal year 1995 to fiscal year 1996. plus 2 percent-
age points, and

"(iv) 1 plus the Secretarys estimate of the
percentage change (divided by 100) in expendi-
tures for all physicians' services in fiscal year
1996 (compared with fiscal year 1995) which will
result from changes in law (including the Bal-
anced Budget Reconciliation Act of1995). deter-
mined without taking into account estimated
changes in expenditures due to changes in the
volume and intensity of physicians services or
changes in expenditures resulting from changes
in the update to the con version factor under
subsection (d),
minus 1 and multiplied by 100.
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"(B) SUBSEQUENT FISCAL YEARS—The sus-

tainable growth rate for all physicians' services
for fiscal year 1997 and each subsequent fiscal
year shall be equal to the product of—

'(i) 1 plus the Secretary's estimate of the per-
centage change in the medicare economic index
for the fiscal year involved (described in the
fourth sentence of section 1842(b) (3)) (divided by
100),

"(ii) 1 plus the Secretarjs estimate of the per-
centage change (divided by 100) in the average
number of individuals enrolled under this part
(other than private plan enrollees) from the pre-
vious fiscal year to the fiscal year involved,

'(iii) 1 plus the Secretary's estimate of the
projected percentage growth in real gross domes-
tic product per capita (divided by 100) from the
previous fiscal year to the fiscal year involved,
plus 2 percentage points, and

"(iv) 1 plus the Secretary's estimate of the
percentage change (divided by 100) in expendi-
tures for all physicians' services in the fiscal
year (compared with the previous fiscal year)
which will result from changes in law, deter-
mined without taking into account estimated
changes in expenditures due to changes in the
volume and intensity of physicians' services or
changes in expenditures resulting from changes
in the update to the conversion factor under
subsection (d) (3),
minus 1 and multiplied by 100.

"(3) DEFINITIONS. —In this subsection:
"(A) SERVICES INCLUDED IN PHYSICIANS' SERV-

ICES. — The term 'physicians' services' includes
other items and services (such as clinical diag-
nostic laboratory tests and radiology services).
specified by the Secretary, that are commonly
performed or furnished by a physician or in a
physician s office, but does not include services
furnished to a private plan enrollee.

"(B) PRIVATE PLAN ENROLLEE—The term 'pri-
vate plan enrollee' means, with respect to a fis-
cal year, an individual enrolled under this part
who has elected to receive benefits under this
title for the fiscal year through a medicare
choice plan offered under part D or through en-
rollment with an eligible organization with a
risk-sharing contract under section 1876.

(c) ESTABLISHMENT OF SINGLE CONVERSION
FACTOR FOR 1996.—

(1) IN GENERAL. —Section 1848(d) (1) (42 U.S.C.
1395w—4(d) (1)) is amended—

(A) by redesignating subparagraph (C) as sub-
paragraph (D).' and

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

'(C) SPECIAL RULE FOR 1995.—For 1996, the
conversion factor under this subsection shall be
$35.42 for all physicians' services.

(2) CONFORMING AMENDMENTS. —Section 1848
(42 U S.C. 1395w-4) is amended—

(A) by striking "(or factors)" each place it ap-
pears in subsection (d)(1)(A) and (d) (1) (C) (ii):

(B) in subsection (d) (1) (A). by striking "or up-
dates";

(C) in subsection (d) (1) (C) (ii), by striking "(or
updates)' and

(D) in subsection (i) (1) (C). by striking "con-
version factors' and inserting 'the conversion
factor".
SEC. 7042. ELIMINATION OF FORMULA-DRIVEN

OVER.PA }'MENTS FOR CERTAIN OUT-
PA TIENT HOSPITAL SERWCES.

(a) AMBULATORY SURGICAL CERTER PROCE-
DURES—Section 1833 (i) (3) (B) (i) (II) (42 U.S.C.
13951(i) (3) (B) (i) (II)) is amended—

(1) by striking "of 80 percent"; and
(2) by striking the period at the end and in-

serting the following: ", less the amount a pro-
vider may charge as described in clause (ii) of
section 1866(a) (2) (A).

(b) RADIOLOGY SERVICES AND DIAGNOSTIC
PROCEDURES. —Section 1833(n) (1) (B) (i) (II) (42
U.S.C. 13951(n) (1) (B) (i) (II)) is amended—

(1) by striking 'of 80 percent": and
(2) by striking the period at the end and in-

serting the following: ", less the amount a pro-
vider may charge as described in clause (ii) of
section 1866(a) (2) (A).
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(c) EFFECTIVE DATE.—The amendments mide

by this section shall apply to services furnished
during portions of cost reporting periods occur-
ring on or after October 1. 1995.
SEC. 7043. PA YMENTS FOR CLINICAL LABORA-

TORY DIAGNOSTIC SERVICES.
(a) FPEEzE IN UPDATE.—Section

1833 (h) (2) (A) (ii) (I V) (42 U.s.c.
13951(h) (2) (A) (ii) (I V)) is amended by striking
"and 1995' and inserting rhrough 2002

(b) REDUCTION OF NATIONAL CAPS—Section
1833(h) (4) (B) (42 U.S.C. 13951(h) (4)(B)) is amend-
ed—

(I) by striking and 'at the end of clause (vi).
(2) in clause (vii)—
(A) by inserting 'and before January 1. 1997.

after 'December 31. 1995. "; and
(B) by striking the period and inserting

and; and
(3) by adding at the end the following new

dause:
(viii) after December 31. 1996, is equal to 65

percent of such median.
(c) STUDY wD REPORT TO CONGRESS. —
(I) STUD Y.—The Secretary of Health and

Human Services shall conduct a study of—
(A) the fee schedule determined under section

1833(h)(l) of the Social Security Act (42 U.S. C.
13951(h) (1)) relating to clinical laboratory serv
ices: and

(B) options for rebasing or othe,wise revising
the amounts payable for such services under
such fee schedule, taking into account the
amounts paid for such services by other larg
volume purchasers.

(2) REPORT—Not later then 1 year after the
date of the enactment of the Balanced Budget
Reconciliation Act of 1995. the Secretary shall
submit to Congress a report on the study con-
ducted under paragraph (1).
SEC. 7044. DURABLE MEDICAL EQUIPMENT.

(a) FREEZE IN UpDATFS.—Section 1834(a)(14)
(42 U.S. C. 1395m(a) (14)) is amended—

(1) in subparagraph (A). by striking 'and at
the end:

(2) by redesignating subparagraph (B) as sub-
paragraph (C); and

(3) by inserting after subparagraph (A). the
folIo wing subparagraph:

(B) for 1996 through 2002. the percentage in-
crease isO percent: andY

(b) OXYGEN EQUIPMENT. —
(1) IN GENERAL.—Section 1834 (a) (5) (A) (42

U.S.C. 1395m(a) (5) (A)) is amended to read as fol-
lows;

'(A) IN GENERAL—Subject to subparagraphs
(B), (C). and (E). payment for—

'(1) oxygen shall be made on a monthly basis
in the monthly payment amount recognized
under paragraph (9) for oxygen: and

'(ii) oxygen equipment (other than portable
oxygen equipment) shall be made on a monthly
basis in an amount equal to 60 percent of the
monthly payment amount recognized under
paragraph (9) for oxygen equipment.

(2) PORTABLE OXYGEN EQUIPMENT. —Section
1834 (a) (5) (B) (42 U.S.C. 1395m (a) (5) (B)) is
amended by inserting '60 percent of' after in-
creased by.

(3) EFFECTIVE DATE—The amendments made
by this subsection shall apply to items and serv-
ices furnished on or after January 1. 1996.

(c) UPGRADED DURABLE MEDICAL EQUIP.
MENT. —Section 1834(a) (42 U.S.C. 1395m(a)) is
amended by inserting after paragraph (15) the
following new paragraph:

(16) CERTAIN UPGRADED ITEMS.—
(A) INDIVIDUAL 'S RIGHT TO CHOOSE UP-

GRADED ITEM—Notwithstanding any other pro-
vision of law, effective on the date on which the
Secretary issues regulations under subpara-
graph (C). an individual may purchase or rent
from a supplier an item of upgraded durable
medical equipment for which payment would be
made under this subsection if the item were a
standard item.

'(B) PA YME!VTS TO SUPPLIER. —In the case of
the purchase or rental of an upgraded item
under subparagraph (A)—
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(i) the supplier shall receive payment under

this subsection with respect to such item as if
such item were a standard item; and

(ii) the individual purchasing or renting the
item shall pay the supplier an amount equal to
the difference between the supplier's charge and
the amount under clause (1).
In no event may the supplier's charge for an up-
graded item exceed the applicable fee schedule
amount (if any) for such item.

(C) CONSUMER PROTECTION SAFEGUARDS.—
The Secretary shall issue regulations providing
for consumer protection standards with respect
o the furnishing of upgraded equipment under

subparagraph (A). Such regulations shall pro-
vide for—

(i) determination of fair market prices with
respect to an upgraded item;

'(ii) full disclosure of the availability and
price of standard items and proof of receipt of
such disclosure information by the beneficiary
before the furnishing of the upgraded item:

'(iii) conditions of participation for suppliers
in the simplified billing arrangement,

'(iv) sanctions of suppliers who are deter-
mined to engage in coercive or abusive practices,
including exclusion; and

(v) such other safeguards as the Secretary
determines are necessary.'
SEC. 7045. UPDA TES FOR ORTHOTICS AND PROS-

THETICS.
(a) IN GENERAL. —Section 1834(h) (4) (A) (iii) (42

U.S.C. 1395m(h)(4)(A)(iii)) is amended by strik-
ing 1994 and 1995" and inserting l994 through
2002.

(b) EXTENSION OF FREEZE ON PARENTER4L AND
ENTERAL NurRlEisrrs, SUPPLIES. AND EQUIP-
MENT.—In determining the amount of payment
under part B of title XVIII of the Social Secu-
riy Act with respect to parenteral and enteral
nutrients, supplies, and equipment during 1996
through 2002. the charges determined to be rea-
sonable with respect to such nutrients, supplies.
and equipment may not exceed the charges de-
tennined to be reasonable with respect to such
nutrients, supplies, and equipment during 1995
(as such charges were determined in accordance
with section 13541 of OBRA—1993).
SEC. 7046. PAYMENTS FOR CAPI'rAL-RELATED

COSTS OF OLJTPA TIENT HOSPITAL
SERVICES.

Section 1861 (v) (1) (5) (ii) (I) (42 U.S.C.
1395x(v) (1) (5) (ii)(I)) is amended by striking
and by 10 percent for payments attributable to
portions of cost reporting periods occurring dur-
ing fiscal years 1992 through 1998' and inserting
'by 10 percent for payments attributable to por-
tions of cost reporting periods occurring during
fiscal years 1992 through 1995. and by 15 percent
for payments attributable to portions of cost re-
porting periods occurring during fiscal years
1996 through 2002.
SEC. 7047. PAYMENTS FOR NON-CAPITAL COSTS

OF OUTPATIENT HOSPITAL SERV-
ICES.

Section 1861 (v) (1) (5) (ii) (II) (42 U.S.C.
1395x(v)(l)(S)(ii)(II)) is amended by striking
through 1998" and inserting 'through 2002'.

SEC, 7048. UPDA TES FOR AMBULATORY SURGICAL
SERVICES.

Section 1833(i)(2)(C) (42 U.S.C. 13951(1) (2) (C))
is amended—

(I) by striking '1996' and inserting '2003';
and

(2) by inserting before the first sentence the
following new sentence: "Notwithstanding the
second sentence of subparagraph (A) or the sec-
ond sentence of subparagraph (B), the Secretary
shall not update amounts established under
such subparagraphs for fiscal years 1996
through 2002.
SEC. 7049. PA YMENTS FOR AMBULANCE SERV-

ICES.
Section 1861(v)(l) (42 U.S.C. 1395x(v)(l)). as

amended by sections 7034 and 7035(b). is amend-
ed by adding at the end the following new sub-
paragraph:
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'(V) In determining the reasonable cost or

charge of ambulance services for fiscal years
1996 through 2002. the Secretary shall not recog-
nize anycosts in excess of costs recognized as
reasonable for fiscal year 1995.
SEC. 7050. PHYSICIAN SUPERVISION OF NURSE

ANESTHETISTS.
(a) PROMULGATION OF REVISED REGUL4-

TIONS.—The Secretary of Health and Human
Services shall revise any regulations describing
the conditions under which payment may be
made for anesthesia services under the medicare
program under title XVIII of the Social Security
Act (42 U.S.C. 1395 et seq.) to provide that pay-
ment may be made under the medicare program
for anesthesia services furnished in a hospital or
an ambulatory surgical center by a certified reg-
iste,red nurse anesthetist who, under the law of
the State in which the service is furnished, is
permitted to administer anesthesia services with-
out supervision by the physician performing the
operation or the anesthesiologist.

(b) EFFECTIVE DATE.—The revisions to the
regulations referred to in subsection (a) shall
apply with respect to anesthesia services fur-
nished on or after January 1. 1996.
SEC. 7051. PART B DEDUCTIBLE.

Section 1833(b) (42 U.S. C. 13951(b)) is amended
in the first sentence by striking 'and $100 for
1991 and subsequent years" and inserting
$100 for calendar years 1991 through 1995. $150
for calendar year 1996, and for calendar years
after 1996. an amount equal to the deductible
amount determined under this subsection in the
prior calendar year. increased by $10.00'.
SEC. 7052. PART B PREMIUM

Section 1839(e)(1) (42 U.S. C. 1395r(e) (I)) is
amended—

(I) in subpaigraph (A). by striking 'after
December 1995 and prior to January 1999" and
inserting 'after December 2002 ';and

(2) in subparagraph (B)—
(A) by striking 'and' at the end of clause

(iv),
(B) in clause (v) by striking the period and

inserting a comma, and
(C) by adding at the end the following new

clauses:
(vi) 1996 shall be $53. 00.

'(vii) 1997 shall be $57.00,
'(viii) 1998 shall be $61.00.
(ix) 1999 shall be $66.00.

(x) 2000 shall be $74. 00.
'(xi) 2001 shall be $80. 00. and
'(xii) 2002 shall be $89.00.'

SEC. 7053. INCREASE IN MEDICARE PART B PRE-
MIUM FOR HIGH-INCOME INDIVID-
UALS.

(a) IN GENERAL—Part B of title XVIII is
amended by inserting after section 1839 the fol-
lowing new section:

"INCREASE IN PREMIUM FOR HIGH-INCOME
INDIVIDUALS

'SEC. 1839A. (a) INCREASE IN PREMIUM. —
(1) IN GENERAL. —If this section applies to an

individual for any calendar year, the monthly
premium otherwise applicable under section 1839
for each month during the calendar year shall
be increased by an amount equal to the supple-
mental Medicare part B premium.

'(2) INDIVIDUALS TO WHOM SECTION APPLIES.—
This section shall apply to any individual for a
calendar year if—

(A) the individual is covered under this part
for any month during the calendar year, and

'(B) the modified adjusted gross income of the
taxpayer for the taxable year beginning in the
calendar year exceeds the threshold amount.

"(b) PREMIUMS TO BE DEDUCTED BASED ON
ESTIMATED AMOUNTS. —

"(I) IN GENERAL—Each individual shall—
'(A) during the medicare open enrollment pe-

riod under section 1895G(b) (1), or
'TB) during any other medicare enrollment

period applicable to the individual under section
1895G(b)(2),
include with the medicare enrollment an esti-
mate of the taxpayer's modified adjusted gross
income for the following calendar year.
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(2) INDIVIDUALS NOT FILING ENROLLMENT

FORM—If an individual does not file a medicare
enrollment form for any enrollment period appli-
cable to the individual and the individual 's ccv-
erage under this part continues without moth-
fication by reason of the failure to file. the indi-
vidual s modified adjusted gross income shall be
determined on the basis of the most recent infor-
mation available to the Secretary from prior n-
rollment forms, the Secretary of the Treasury
under section 6103(1) (15), or otherwise.

(3) INDIVIDUALS FILING INCORRECT ENROLL -
MENT FORMS. —I1 on the basis of information
obtained from the Secretary of the Treasury
under section 6103(1) (15), the Secretary deter-
mines that the information included with a med-
icare enrollment form under paragraph (1) is in-
correct, the individual's modified adjusted gross
income shall be determined on the basis of the
information obtained from the Secretary of the
Treasury.

(4) TRANSFER OF INFORM4TION.—The Sec-
retary shall notify the applicable agency under
section 1840 of—

(A) the estimates received under paragraph
(1) or the determinations under paragraph (2) or
(3). and

('8) the amount of the premiums to be de-
ducted under section 1840.
The premiums under subparagraph (8) shall be
effective with respect to months beginning with
the later of the month for which the enrollment
is effective or the month following the month in
which the notice is received. Such premium shall
remain in effect until another premium takes ef-
fect under this subsection or there is an increase
in the premium determined without regard to
this section.

(c) SUPPLEMEjsrrj. MEDICARE PART B PRE-
MIUM. —Forpurposes of subsection (a)—

'(1) IN GENERAL. —The supplemental Medicare
part 8 premium for any month is an amount
equal to the excess of—

(A) 200 percent of the monthly actuarial rate
for enrollees age 65 and over determined under
subsection 1839 (a) (1) for such month, over

'(8) the total monthly premium under section
1839 (determined without regard to subsections
(b) and (1) of section 1839).

'(2) PHASEIN OF SUPPLEMENTAL PREMIUM. —
'(A) IN GENERAL—If the modified adjusted

gross income of the taxpayer for any taxable
year exceeds the threshold amount by less than
$50,000. the supplemental Medicare part 8 pre-
mium under this section for months in the cal-
endar year in which the taxable year begins
shall be an amount which bears the same ratio
to the amount of the premium (without regard
to this paragraph) as such excess bears to
$50, 000. The preceding sentence shall not apply
to any individual whose threshold amount is
zero.

"(8) PHASEIN RANGE FOR JOINT RETURNS—In
the case of a joint return under section 6013 of
the Internal Revenue Code of 1986, subpara-
graph (A) shall be applied by substituting
$75,000' for $50,000' each place it appears.

"(d) VERIFICATION AND ADJUSTMENTS OF SUP-
PLEMENTAL PREMIUMS. —

"(1) VERIFICATION—Each individual to whom
this section applies shall, on the basis of infor-
mation shown on the return of tax imposed by
chapter 1 of the Internal Revenue Code of 1986
for any taxable year. determine the difference
(if any) between—

'(A) the aggregate supplemental Medicare
part 8 premiums imposed by this section for
months during the calendar year in which the
taxable year begins, and

'(8) the aggregate amount of premiums de-
ducted and paid under section 1840 for such
months with respect to the individual.
Such determination shall be induded on a form
prescribed by the Secretary and the form shall
be submitted to the Secretary at such time and
in such manner as the Secretary shall prescribe.

'(2) DEFICIENCY ADJUSTMENTS.—

'(A) IN GENERAL. —If the amount under para-
graph (1)(A) exceeds the amount under para-
graph (1) (8), the individual shall include with
the form required to be filed under paragraph
(1) a separate check made payable to the Sec-
retary in an amount equal to such excess plus
interest determined under subparagraph (8).

'(8) INTEREST ON UNDERPA YME!'TTS. —For pur-
poses of subparagraph (A)—

(1) IN GENERAL—The amount of interest
taken into account shall be the sum of the
amounts determined under clause (ii) for each of
the months in the taxable year.

(ii) MOIvTHL Y INTEREST—Interest shall be
computed for any month in an amount deter-
mined by applying the underpayment rate es-
tablished under section 6621 of the Internal Rev-
enue Code of 1986 to any portion of the
underpayment for the period beginning on the
first day of the following month and ending on
the date the portion is paid. For purposes of this
clause, payments shall be applied to months in
order, beginning with the earliest.

'(iii) SAFE-HARBOR EXCEPTION—No interest
shall be imposed for any month if the individ-
ual's estimate of modified adjusted gross income
under subsection (b) on which the supplemental
Medicare part 8 premium for the month was
based was not less than the individuals modi-
fied adjusted gross income determined on the
basis of information shown on the return of tax
imposed by chapter 1 of such Code for the tax-
able year ending with or within the calendar
year preceding the calendar year in which the
estimate was made.

(3) OVERPA YMENT ADJUSTMENTS. —If the
amount under paragraph (1) (B) exceeds the
amount under paragraph (1)(A), the Secretary
shall, at the Secretary's discretion—

'(A) credit such excess against any supple-
mental premium required under this section, or

'(8) make a payment to the individual in the
amount of such excess.

"(4) ADJUSTMENTS EY SECRETARY—If the Sec-
retary determines, on the basis of information
received from the Secretary of the Treasury
under section 6103(l)(15). that there was an
underpayment or overpayment of the aggregate
supplemental Medicare part 8 premiums for
months during any taxable year (after any
other adjustment under this subsection), the
Secretary shall—

'(A) notify the individual of such
underpayment or overpayment.

"(8) in the case of an underpayment, give
such individual an opportunity for a hearing
with respect to such underpayment and a rea-
sonable time for payment of such underpayment
and interest determined under paragraph (2) (8),
and

'(C)(i) collect the amount of any
underpayment and interest not paid under sub-
paragraph (8) in such manner as the Secretary
may prescribe, and

'(ii) take the actions described in paragraph
(3) with respect to any overpayment.

(5) TRANSFERS TO TRUST FUND—Amounts
equal to amounts paid under paragraphs (2) (A),
(4) (8). and (4) (C) (i) shall be deposited into the
Federal Supplementary Medical Insurance
Trust Fund.

"(e) OTHER DEFINITIONS AND SPECIAL
RULES. —Forpurposes of this section—

(1) THRESHOLD AMOUNT. —The term 'thresh-
old amount means—

'(A) except as otherwise provided in this
paragraph, $50,000.

'(8) $75. 000 in the case of a joint return, and
'(C) zero in the case of a taxpayer who—
(i) is married at the close of the taxable year

but does not file a joint return for such year,
and

(ii) does not live apart from his spouse at all
times during the taxable year.

"(2) MODIFIED ADJUSTED GROSS INCOME. —The
term modified adjusted gross income' means ad-

justed gross income determined under section 62
of the Internal Revenue Code of 1986—
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"(A) determined without regard to sections

135, 911, 931. and 933 of such Code, and
(8) increased by the amount of interest re-

ceived or accrued by the taxpayer during the
taxable year which is exempt from tax.

'(3) JOINT RETURNS. —In the case of a joint re-
turn under section 6013 of such Code, this sec-
tion shall be applied by taking into account the
combined modified adjusted gross income of the
spouses.

"(4) MARRIED INDIVIDUAL—The determina-
tion of whether an individual is married shall be
made in accordance with section 7703 of such
Code.

"(5) AGJEEMEN7'S.—In order to promote the ef-
ficient administration of this section, the Sec-
retary may enter into agreements with the Com-
missioner of the Social Security Administration
or the head of any other appropriate Federal
agency under which such agency performs ad-
ministrative responsibilities under this section.

(b) DISCLOSURE OF INFORMATION.—Section
6103(1) of the Internal Revenue Code of 1986 is
amended by adding at the end the following
new paragraph:

"(15) DISCLOSURE OF TAXPA YER RETURN IN-
FORMATION 70 SOCL4L SECURITY ADMINISTRATION
FOR PURPOSES OF COLLECTING SUPPLEMENTAL
PART E PREMIUMS. —

"(A) IN GENERAL. —The Secretary shall, upon
written request from the Secretary of Health
and Human Services, disclose to the Secretary
with respect to any medicare beneficiary (as de-
fined in paragraph (12) (E) (i)) identified in the
request whether or not (and the amount by
which) the individual's modified adjusted gross
income for any taxable year specified in the re-
quest exceeded the threshold amount.

"(B) RESTRICTION ON USE—Return informa-
tion disclosed under subparagraph (A) may be
used by officers and employees of the Depart-
ment of Health and Human Se,-vices (or of any
other Federal agency if an agreement under sec-
tion 1839A (e)(5) of the Social Security Act is in
effect) only for the purposes o1 and to the ex-
tent necessary in. establishing an individuals
correct supplemental Medicare part 8 premium
under section 1839A of the such Act.

"(C) DEFINITIONS. —For purposes of this para-
graph. any term used which is also used in sec-
tion 1839A of the Social Security Act shall have
the meaning given such term by such section.

(c) CONFORMING AMENDME!'TTS. —

(1) Paragraph (2) of section 1839(a) (42 U.S.C.
1395r(a) (2)) is amended by inserting 'or section
1839A "after 'subsections (b) and (e)

(2) Paragraph (3) of section 1839(a) (42 U.S.C.
1395r(a) (3)) is amended by inserting or section
1839A "after 'subsection (ef'.

(3) Section 1839(b) (42 US. C. 1395r(b)) is
amended by inserting "(and as increased under
section 1839A) "after 'subsection (a) or (e)

(4) Section 1839(1) (42 U.S.C. 1395r(1.)) is
amended by adding at the end the following
new sentence: "This subsection shall not apply
to the portion of the premium attributable to the
supplemental premium under section 1839A.

(5) Section 1840(c) (42 U.S. C. 1395r(c)) is
amended by inserting "or an individual deter-
mines that the estimate of modified adjusted
gross income used in determining the supple-
mental premium under section 1839A is too low
and results in a portion of the premium not
being deducted. "before 'he may.

(d) EFFECTIVE DATE. —
(I) IN GENERAL—The amendments made by

this section shall apply to months after Decem-
ber 1996.

(2) INFORMATION FOR PRIOR YEARS—The Sec-
retary of Health and Human Services may re-
quest information under section 6013(1) (15) of
the Social Security Act (as added by subsection
(b)) for taxable years beginning after December
31. 1993.
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CHAPTER 4—PROVISIONS REL4TING TO

PARTSA ANDB
Subchapter A—General Provisions Relating to

Parts A and B
SEC. 7055. SECONDARY PA YOR PROVISIONS.

(a) PERMANENT EXTENSION OF APPLICATION TO
DISABLED BENEFICL4R1ES.—Sectiøn
1862(b) (1)(B) (iii) (42 U.S.C. 1395y(b) (1) (B) (iii)) is
amended by striking and before October 1.
1998'.

(b) INDIVIDUALS WIT!-! END STAGE RENAL DIS-
EASE. —Section 1862 (b) (1) (C) (42 US. C.
1395y(b) (1) (C)) is amended—

(1) in the last sentence by striking October 1.
1998" and inserting the date of the enactment
of the Balanced Budget Reconciliation Act of
1995: and

(2) by adding at the end the following new
sentence.' Effective for items and services fur-
nished on or after the date of the enactment of
the Balanced Budget Reconciliation Act of 1995.
(with respect to periods beginning on or after
the date that is 1 months prior to such date).
clauses (I) and (ii') shall be applied by substitue
ing 30-month for 12-month' each place it ap..
pears.

(c) EXTENSION OF TRANSFER OF DATA.—
(1) ELIMINATION OF SUNSET.—Sctior

1862(b) (5) (C) (42 U.S.C. 1395y(b) (5) (C)) is amend-
edbystriking clause (iii').

(2) ELIMINATION OF TERMINATION. —Section
6103(1) (12) of the Internal Revenue Code of 196
is amended by striking subparagraph (F).

(d) NO RETROACTIVE APPLICATION OF ESRD
SECONDARY PA YER IrrrERPRETATION.—Notwith-
standing any other provision of law, the April
1995 interpretation of section 1862(b) (1) (C) of th
Social Security Act (42 U.S.C. 1395y(b) (1) (C)) is-
sued by the Health Care Financing Administra-
tion shall not apply retroactively to a group
health plan that paid benefits primary to title
XVIII of such Act (42 U.S.C. 1395 et seq.) (but
would have paid benefits secondary to such title
in the absence of such section) on or after Au-
gust 10. 1993. and before April 24, 1995. on be-
half of an individual who, during such period—

(1) was entitled to benefits under such title
under subsection (a) or (?,) of section 226 of such
Act (42 U.S.C. 426): and

(2) subsequently became entitled or eligible for
benefits under such title under section 226A of
such Act (42 U.S.C. 426-1).
SEC. 7056. TREA TMENT OFASSIS TED SUICIDE.

(a) PROHIBITION OF PA YMEArT.—Section
1862(a) (42 U.S.C. 1395y(a)) is amended—

(1) by striking "or' at the end of paragraph
(14):

(2) by striking the period at the end of para-
graph (15) and inserting '; or'; and

(3) by inserting after paragraph (15) and be-
fore the flush language at the end the following
new paragraph:

(16) where such expenses are for items and
services, or to assist in the purchase in whole or
in part of health benefit coverage that includes
items or services, for the purpose of causing. or
assisting in causing, the death; suicide, eutha-
nasia, or mercy killing of an individual.

(b) NO REQUIREMEArT THAT HEALTH CARE
PROVIDERS INFORM PATIENTS CONCERNiNG AS-
SIS TIP! C SUICIDE—Section 1866(1) (1)(A)(i) (42
U.S.C. 1395cc(1)(1)(A)(i)) is amended by striking
'paragraph (3)) 'and inserting 'paragraph (3)),

except that no health care provider or employee
of a health care provider be required under this
section to inform or counsel a patient regarding
assisted suicide, euthanasia, mercy killing or
other service which purposefully causes the
death of a person'.
SEC. 7057. ADMIA'ISTRA TIVE PRO VISIONS.

(a) INDIAN HEALTH SERVICE FACILITIES. —
Nothing in this Act shall be construed to change
the status under title XVIII of the Social Secu-
rityAct (42 U.S.C. 1395 etseq.) of—

(I) a Federally qualified health center (as de-
fined in section 1861 (aa) (4) of such Act) which is
an outpatient health program or facility oper-
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ated by a tribe or tribal organization under the
Indian Self-Determination Act or by an urban
Indian organization receiving funds under title
V of the Indian Health Care Improvement Act:
or

(2) hospitals or skilled nursing facilities of the
Indian Health Service, whether operated by
such Service or by an Indian tribe or tribal or-
ganization (as those terms are defined in section
4 of the Indian Health Care Improvement Act).
that are eligible for payments under title XVIII
of the Social Security Act, in accordance with
section 180 of such Act (42 U.S.C. 1395qq).

(b) CONFORMING AMENDMENT TO CERTIFI-
CATION OF CHRISTIAN SCIENCE PROVIDERS. —

(1) HOSPITALS. —Section 1861(e) (42 U.S. C.
1395x(e)) is amended in the sixth sentence by
striking the First Church of Christ, Scientist.
Boston, Massachusetts," and inserting the
Commission for Accreditation of Christian
Science Nursing Organizations/Facilities. Inc..

(2) SKILLED NURSING FACILITIES. —Section
161(y)(l) (42 U.S.C. 1395x(y)(1)) is amended by
striking the First Church of Christ. Scientist,
Boston, Massachusetts, and inserting 'the
Commission for Accreditation of Christian
Science Nursing Organizations/Facilities. Inc..

(3) GENERAL PROVISIONS. —
(A) UNIFORM REPORTING SYSTEMS—Section

1122(h) (42 U.S.C. 1320a-1(h)) is amended by
striking the First Church of Christ, Scientist.
Boston, Massachusetts' and inserting the
Commission for Accreditation of Christian
Science Nursing Organizations/Facilities. Inc.

(B) PEER REVIEW—Section 1162 (42 U.S.C.
1320c-11) is amended by striking the First
Church of Christ, Scientist, Boston, Massachu-
setts and inserting 'the Commission for Ac-
creditation of Christian Science Nursing Organi-
zations/Facilities. Inc.

(4) EFFECTIVE DATE—The amendments made
by this subsection shall take effect on January
1, 1997.
SEC. 7058. SENSE OF SENATE REGARDING COy-

ER4GE FOR TRE4 TMENT OF BREAST
AND PROST4TE CANCER UNDER
MEDICARE.

(a) FINDINGS—The Senate finds that—
(1) breast and prostate cancer each strike

about 200.000 persons annually, and each claims
the lives of over 40.000 annually;

(2) medicare covers treatments of breast and
prostate cancer including surgery. chemo-
therapy. and radiation therapy;

(3) the Omnibus Budget Reconciliation Act of
1993 (OBRA) expanded medicare to cover self-
administered chemotherapeutic oral-cancer
drugs which have the same active ingredients as
drugs previously available in injectable or intra-
venous form;

(4) half of all women with breast cancer, and
thousands of men with prostate cancer which
has spread beyond the prostate. need hormonal
therapy administered through oral cancer drugs
which have never been available in injectable or
intravenous form; and

(5) medicare's failure to cover oral cancer
drugs for hormonal therapy makes the covered
treatments less effective.

(b) SEJVSE OF SENATE—If is the sense of the
Senate that medicare should not discriminate
among breast and prostate cancer victims by
providing drug treatment coverage for some but
not all such cancers, and that the budget rec-
onciliation conferees should amend medicare to
provide coverage for these important cancer
drug treatments.

Subchapter B—Payments for Home Health
Services

SEC. 7061. PA YMENT FOR HOME HEALTH SERV-
ICES.

(a) IN GENERAL. —Part C of title XVIII (42
U.S.C. 1395x et seq.) is amended by adding at
the end the following new section:

PA YMErrT FOR HOME HEALTH SERVICES
"SEC. 1893. (a) IN GENERAL. —

(1) PER VISIT PA YMEIVTS. —Subject to sub-
section (c). the Secretary shall make per visit
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payments beginning with fiscal year 1997 to a
home health agency in accordance with this sec-
tion for each type of home health service de-
scribed in paragraph (2) furnished to an indi-
vidual who at the time the service is furnished
is under a plan of care by the home health
agency under this title (without regard to
whether or not the item or service was furnished
by the agency or by others under arrangement
with them made by the agency, under any other
contra cting or consulting arrangement, or other-
wise).

12) TYPES OF SERVICES.—The types of home
health services described in this paragraph are
the following:

'(A) Part-time or intermittent nursing care
provided by or under the supervision of a reg-
istered professional nurse.

YB) Physical therapy.
YC) Occupational therapy.
(D) Speech-language pathology services.
(E) Medical social services under the direc-

tion of a physician.
'(F) To the extent permitted in regulations.

part-time or intermittent services of a home
health aide who has successfully completed a
training program approved by the Secretary.

(b) ESTABuSrnlvT OF PER VISIT RATE FOR
EACH TYPE OF SERVICES. —

'(1) IN GENERAL—The Secretary shall, subject
to paragraph (3). establish a per visit payment
rate for a home health agency in an area (which
shall be the same area used to determine the
area wage index applicable to hospitals under
section 1886(d) (3)(E)) for each type of home
health service described in subsection (a)(2).
Such rate shall be equal to the national per visit
payment rate determined under paragraph (2)
for each such type, except that the labor-related
portion of such rate shall be adjusted by the
area wage index applicable under section
1886(d) (3) (E) for the area in which the agency is
located.

(2) NATIONAL PER VISIT PA yMErrr RATE-—The
national per visit payment rate for each type of
service described in subsection (a)(2)—

'(A) for fiscal year 1997. is an amount equal
to the national average amount paid per visit
under this title to home health agencies for such
type of service during the most recent 12-month
cost reporting period ending on or before June
30. 1994: and

'(B) for each subsequent fiscal year. is an
amount equal to the national per visit payment
rate in effect for the preceding fiscal year. in-
creased by the greater of—

(i) the home health market basket percentage
increase for such subsequent fiscal year minus
2.5 percentage points; or

'(ii) 1.1 percent (1.2 percent in fiscal year
1997).

'(3) REBAS1NG OFR4TFS.—The Secretary shall
adjust the national per visit payment rates
under this subsection for cost reporting periods
beginning on or after October 1, 1999, and every
2 years thereafter, to reflect the most recent
available data.

?4) HOME HALT11 M4RKET BASKET PERCEfrr-
AGE INCREASE—For purposes of this subsection,
the term 'home health market basket percentage
increase' means, with respect to a fiscal year. a
percentage (estimated by the Secretary before
the beginning of the fiscal year) determined and
applied with respect to the types of home health
services described in subsection (a)(2) in the
same manner as the market basket percentage
increase under section 1g86(b) (3) (B) (iii) is deter-
mined and applied to inpatient hospital services
for the fiscal year.

'(c) PER EPISODE LIMIT. —
'(1) AGGREGATELIMrT.—
'(A) IN GENERAL—Except as provided in

paragraph (2). a home health agency may not
receive aggregate per visit payments under sub-
section (a) for a fiscal year in excess of an
amount equal to the sum of the following prod-
ucts determined for each case-mix category for
which the agency receives payments:
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(i) The number of episodes of each such case-

mix category during the fiscal year; multiplied
by

'(ii) the per episode limit determined for such
case-mix category for such fiscal year.

(B) ESTABLISHMENT OF PER EPISODE LIM-
ITS. —

'(1) IN GENERAL—The per episode limit for a
fiscal year for any case-mix categoly for the
area in which a home health agency is located
(which shall be the same area used to determine
the area wage index applicable to hospitals
under section 1886(d) (3) (E)) is equal to—

(I) the mean number of visits for each type
of home health service described in subsection
(a) (2) furnished during an episode of such c,se-
mix category in such area during fiscal year
1994, adjusted by the case-mix adjustment factor
determined in clause (ii) for the fiscal year in-
volved: multiplied by

(II) the per visit payment rate established
under subsection (b) for such type of home
health service for the fiscal year for which the
determination is being made.

(ii) CASE-MIX ADJUSTMEWT FACTOR. —For pur-
poses of clause (i). the case-mix adjustment fac-
tor for—

'(I) each of fiscal years 1997 through 2000 is
the factor determined by the Secretary to assure
that aggregate payments for home health serv-
ices under this section during the year will not
exceed the payment for such services during the
pre vious year as a result of changes in the num-
ber and type of home health visits within case-
mix categories over the previous year; and

'(II) each subsequent fiscal year, is the factor
determined by the Secretary to necessary remove
the effects of case-mix increases due to reporting
improvements instead of real changes in pa-
tients' resource usage.

"(iii) REBASING OF PER EPISODE LIMI7S. -—Be-
ginning with fiscal year 1999 and every 2 years
thereafter, the Secretary shall revise the mean
number of home health visits determined under
clause (I) (I) for each type of home health service
visit described in subsection (a)(2) furnished
during an episode in a case-mix category to re-
flect the most recently available data on the
number of visits.

• (iv) DETERMINATION OF AREA. —In the case of
an area which the Secretary determines has in-
sufficient number of home health agencies to es-
tablish an appropriate per episode limit, the Sec-
retary may establish an area other than the
area used to determine the area wage under sec-
tion 1886(d)(3)(E)) for purposes of establl5hing
an appropriate per episode limit.

"(C) CASE-MIX CATEGORY—For purposes of
this paragraph, the term 'case-mix category'
means each of the 18 case-mix categories estab-
lished under the Home Health Agency Prospec-
tive Payment Demonstration Project conducted
by the Health Care Financing Administration.
The Secretary may develop an alternate meth-
odology for determining case-mix categoris.

"(D) EPISODE.—For purposes of this para-
graph, the term 'episode• means, with respect to
a cost reporting period, the continuous 120-day
period that—

'(i) begins on the date of an individual's first
visit for a type of home health service described
in subsection (a)(2) for a case-mix categomy. and

'(ii) is immediately preceded by a 60-day pe-
riod in which the individual did not receive vis-
its for a type of home health service described in
subsection (a) (2).

"(E) EXEMPTIONS AND EXCEPTIONS. .—The Sec-
retary may provide for exemptions and excep-
tions to the limits established under this para-
graph for a fiscal year as the Secretary deems
appropriate, to the extent such exemptions and
exceptions do not result in greater payments
under this section than the exemptions and ex-
ceptions provided under section 1861(v) (1) (L) (ii)
in fiscal year 1994, increased by the home health
market basket percentage increase for the fiscal
year involved (as defined in subsection (b)(4)).

'(2) RECONCILIATION OF AMOU!rrS.—
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'(A) PA YMEISrTS IN EXCESS OF LIMITS. —Subject

to subparagraph (B), if a home health agency
has received aggregate per visit payments under
subsection (a) for a fiscal year in excess of the
amount determined under paragraph (I) with
respect to such home health agency for such fis-
cal year, the Secretary shall, in such manner as
the Secretary considers appropriate, reduce the
payments under this section to the home health
agency in the following fiscal year by the
amount of such excess.

'(8) EXCEPTION FOR HOME HEALTH SERVICES
FURNISHED OVER A PERIOD GREA TER THAN 165
DAYS.—

'(I) IN GENERAL. —For purposes of subpara-
graph (A), the amount of aggregate per visit
payments determined under subsection (a) shall
not include payments for home health visits fur-
nished to an individual on or after a continuous
period of more than 165 days after an individual
begins an episode described in subsection
(c) (1)(D) (if such period is not interrupted by
the beginning of a new episode).

'(ii) REQUIREMEWT OF CERTIFICATION. —Clause
(i) shall not apply if the agency has not ob-
tained a physicians certification with respect to
the individual requiring such visits that in-
cludes a statement that the individual requires
such continued visits, the reason for the need
for such visits, and a description of such serv-
ices furnished during such visits.

"(C) SHARE OFSAVINGS.—
"(I) BONUS pAYME,rrs.—If a home health

agency has received aggregate per visit pay-
ments under subsection (a) for a fiscal year in
an amount less than the amount determined
under paragraph (I) with respect to such home
health agency for such fiscal year, the Secretary
shall pay such home health agency a bonus
payment equal to 50 percent of the difference be-
tween such amounts in the following fiscal year,
except that the bonus payment may not exceed
5 percent of the aggregate per visit payments
made to the agency for the prior year without
regard to clause (ii).

"(ii) INSTALLME!rT BONUS pAYMErrrs.—The
Secretary may make installment payments dur-
ing a fiscal year to a home health agency based
on the estimated bonus payment that the agency
would be eligible to receive with respect to such
fiscal year.

'(d) MEDICAL REVIEW PROCESS. —
"(1) IN GENERAL—The Secretary shall imple-

ment a medical review pmcess (with a particular
emphasis on fiscal years 1997 and 1998) for the
system of payments described in this section
that shall provide an assessment of the pattern
of care furnished to individuals receiving home
health services for which payments are made
under this section to ensure that such individ-
uals receive appmpriate home health services.
Such review process shall focus on low-cost
cases described in subsection (e) (3) and cases de-
scribed in subsection (c)(2)(B) and shall require
recertification by intermediaries at 30, 60, 90,
120, and 165 days into an episode described in
subsection (c) (l)(D).

'(2) USING OF ORGANIZATIONS TO CONDUCT RE-
VIEWS. —The Secretary may use public or private
organizations to conduct medical reviews in ac-
cordance with this subsection.

'(e) ADJUSTMENT OF PA YMEWTS TO A VOID CIR-
CUMVENTION OF LIMITS. —

'(1) IN GENERAL. —The Secretary shall provide
for appropriate adjustments to payments to
home health agencies under this section to en-
sure that agencies do not circumvent the pur-
pose of this section by—

'(A) discharging patients to another home
health agency or similar provider:

"(B) altering corporate structure or name to
avoid being subject to this section or for the pur-
pose of increasing payments under this title; or

'(C) undertaking other actions considered un-
necessary for effective patient care and intended
to achieve maximum payments under this title.

'(2) TRACKING OF PATIENTS THAT SWITCH
HOME HEALTH AGENCIES DURING EPISODE —
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"(A) DEVELOPMENT OF SYSTEM—The Sec-

retary shall develop a system that tracks home
health patients that receive home health serv-
ices described in subsection (a) (2) from more
than I home health agency during an episode
described in subsection (c) (1)(D).

"(B) ADJUSTMENT OF PA YMENTS. —The Sec-
retary shall adjust payments under this section
to each home health agency that furnishes an
individual with a type of home health service
described in subsection (a) (2) to ensure that ag-
gregate payments on behalf of such individual
during such episode do not exceed the amount
that would be paid under this section if the in-
dividual received such services from a single
home health agency.

"(3) LOW-COST CASES.—
"(A) IN GENERAL—The Secretary shall de-

velop and implement a system designed to adjust
payments to a home health agency for a fiscal
year to eliminate any increase in growth of the
percentage distribution of low-cost episodes for
which home health services are furnished by the
agency over such percentage distribution deter-
mined for the agency under subparagraph (B).

"(B) DISTRIBUTION—The Secretary shall pro-
file each home health agency to determine the
distribution of all episodes by length of stay for
each agency during the agency's first 12-month
cost reporting period beginning during fiscal
year 1994. The Secretary shall calculate the 25th
percentile distribution for each agency for low-
cost episodes.

'(C) LOW-COST EPISODE—For purposes of this
paragraph. the Secretary shall define a low-cost
episode in a manner that provides that a home
health agency has an incentive to be cost effi-
cient in delivering home health services and that
the volume of such services does not increase as
a result of factors other than patient needs.

"(I) REPORT BY PROSPECTIVE PA YMENT AS-
SESSMENT COMMISSION. —During the first 3 years
in which payments are made under this section.
the Prospective Payment Assessment Commis-
sion shall annually submit a report to Congress
on the effectiveness of the payment methodology
established under this section that shall include
recommendations regarding the following:

'(I) Case-mix and volume increases.
"(2) Quality monitoring of home health agen-

cy practices.
'(3) Whether a capitated payment for home

care patients receiving care during a continuous
period exceeding 165 days is warranted.

"(4) Whether public providers of service are
adequately reimbursed.

"(5) On the adequacy of the exemptions and
exceptions to the limits provided under sub-
section (c) (1) (E).

"(6) The appropriateness of the methods pro-
vided under this section to adjust the per epi-
sode limits and annual payment updates to re-
flect changes in the mix of services, number of
visits, and assignment to case categories to re-
flect changing patterns of home health care.

"(7) The geographic areas used to determine
the per episode limits.

(b) PAYMENT FOR PROSTHETICS AND
ORTHOTICS UNDER PART A—Section 1814(k) (42
U.S.C. 1395f(k)) is amended—

(1) by inserting "and prosthetics and
orthotics" after "durable medical equipment'
and

(2) by inserting "and 1834(h), respectively
after "1834 (a) (1)'.

(c) CONFORMING AMENDMENTS. —
(1) PAYMENTS UNDER PART A. —Section 1814(b)

(42 U.S.C. 1395f(b)), as amended by section
7032(b), is amended in the matter preceding
paragraph (I) by striking '1888 and 1888A" and
inserting "1888. 1888A, and 1893

(2) TREATMENT OF ITEMS AND SERVICES PAID
UNDER PART B. —

(A) PA YMENTS UNDER PART B. —Section
1833 (a) (2) (42 US. C. 13951 (a) (2)) is amended—

(1) by amending subparagraph (A) to read as
follows:

"(A) with respect to home health services—
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'(i) that are a type of home health service de-

scribed in section 1893(a) (2). and which are fur-
nished to an individual who (at the time the
item or service is furnished) is under a plan of
care of a home health agency. the amount deter-
mined under section 1893:

(ii) that are not described in clause (,') (other
than a covered osteoporosis drug) (as defined in
section 1861(kk)). the lesser of—

"(I) the reasonable cost of such services, as
determined under section 1861(v), or

(II) the customary charges with respect to
such services;

(ii) by striking 'and" at the end of subpara-
graph (E):

(iii) by adding 'and' at the end of subpara..
graph (F): and

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

"(G) with respect to items and services de-
scribed in section 1861(s) (1 0) (A). the lesser of—

'(i) the reasonable cost of such services, as
determined under section 1861(v), or

'(ii) the customary charges with respect to
such services.
or. if such services are furnished by a public
provider of services, or by another provider
which demonstrates to the satisfaction of the
Secretary that a significant portion of its pa-
tients are low-income (and requests that pay-
ment be made under this provision), free of
charge or at nominal charges to the public, the
amount determined in accordance with section
1814(b) (2);''.

(B) REQUIRING PA YMENT FOR ALL ITEMS AND
SERVICES TO BE MADE TO AGENCY. —

(1) IN GENERAL—The first sentence of section
1842 (b) (6). as amended by section 7035(a) (1). (42
US.C. 1395u(b)(6)) is amended—

(I) by striking and (E) 'and inserting "(E)
and

(II) by striking the period at the end and in-
serting the following: '. and (F) in the case of
types of home health services described in sec-
tion 1893(a)(2) furnished to an individual who
(at the time the item or service is furnished) is
under a plan of care of a home health agency.
payment shall be made to the agency (without
regard to whether or not the item or service was
furnished by the agency, by others under ar-
rangement with them made by the agency. or
when any other contracting or consulting ar-
rangement. or otherwise).

(ii) CONFORMING AMENDMENT. —Section
1832(a)(l) (42 U.S. C. 1395k(a)(1)) is amended by
striking '(2)," and inserting '(2) and section
1842(b) (6) (F);

(C) EXCLUSIONS FROM COVERAGE. —Section
1862(a) (42 U.S.C. 1395y(a)). as amended by sec-
tion 7035 (a) (2) (C) . is amended—

(i) by striking 'or' at the end of paragraph
(15);

(ii') by striking the period at the end of para-
graph (16) and inserting 'or': and

(ii,') by adding at the end the following new
paragraph:

'(17) where such expenses are for home health
services furnished to an individual who is under
a plan of care of the home health agency if the
claim for payment for such services is not sub-
mitted by the agency.

(3) SUNSET OF REASONABLE COST UMITA-
TIONS. —Section 1861(v) (1) (L) (42 U.S.C.
1395x(v)(l)(L)) is amended by adding at the end
the following new clause:

(iv) This subparagraph shall apply only to
services furnished by home health agencies dur-
ing cost reporting periods ending on or before
September 30. 1996.

(d) EFFECTIVE DATE—The amendments made
by subsections (a). (b). and (c) shall apply to
cost reporting periods beginning on or after Oc-
tober 1. 1996.
SEC. 7062. MAINTAINING £4 VINGS RESULTING

FROM TEMPORARY FREEZE ON PAY-
MENT INCREASES FOR HOME
HEALTH SERVICES.

(a) BASING UPDATES TO PER VISIT COST LIM-
ITS ON LIMITS FOR FISCAL YEAR 1993.—Section
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1861(v)(1)(L) (ii,') (42 U.S. C. 1395x(v)(l)(L)(iii')) is
amended by adding at the end the following
sentence.' 'In establishing limits under this sub -
paragraph. the Secretary may not take into ac-
count any changes in the costs of the provision
of services furnished by home health agencies
with respect to cost reporting periods which
began on or after July 1. 1994, and before July
1. 1996.

(b) NO EXCEPTIONS PERMITTED BASED ON
AMENDMEP.rr.—The Secretary of Health and
Human Services shall ,ot consider the amend-
ment made by subsection (a) in making any ex-
emptions and exceptions pursuant to section
1861 (v) (1) (L) (ii) of the Social Security Act.
SEC. 7063. EXTENSION OF WAIVER OF PRESUMP-

TION OF LACK OF KNOWLEDGE OF
EXCLUSION FROM COVERAGE FOR
HOME HEAL THAGENCIES.

Section 9305(g)(3) of OBRA —1986. as amended
by section 426(d) of the Medicare Catastrophic
Coverage Act of 1988 and section 4207(b) (3) of
the OBRA —1 990 (as renumbered by section
160(d) (4) of the Social Security Act Amendments
of 1994), is amended by striking December 31.
1995" and inserting 'September 30. 1996.

CHAPTER 5—RURAL AREAS
SEC. 7071. MEDICARE-DEPENDENT. SMALL, RURAL

HOSPrrAL PA YMENT E,rTENSION.
(a) SPECIAL TREATMENT EXTENDED. —
(1) PA YMENT METI-IODOLOG Y. —Section

1886(d)(5)(G)(i) (42 U.S.C. 1395ww(d)(5)(G)) is
amended—

(A) in clause (1), by striking "October 1, 1994."
and inserting 'October 1. 1994. or beginning on
or after September 1. 1995. and before October 1.
2000. ": and

(B) in clause (ii)(II), by striking 'October 1.
1994" and inserting 'October 1. 1994. or begin-
ning on or after September 1, 1995. and before
October 1. 2000.

(2) EXTENSION OF TARGET AMOUNT. —Section
1886(b)(3)(D) (42 U.S.C. 1395ww(b)(3)(D)) is
amended—

(A) in the matter preceding clause (i), by
striking "September 30. 1994," and inserting
'September 30. 1994. and for cost reporting peri-
ods beginning on or after September 1. 1995. and
before October 1. 2000,

(B) in clause (ii). by striking 'and' at the
end:

(C) in clause (iii), by striking the period at the
end and inserting '. and'- and

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

"(iv) with respect to discharges occurring dur-

ing September 1995 through fiscal year 1999. the

target amount for the preceding year increased
by the applicable percentage increase under
subparagraph (B)(iv).

(3) PERMtTTING HOSPITALS TO DECLINE RECLAS-
SIFICA TION. —Section 13501(e) (2) of OBRA-93 (42
U.S.C. 1395ww note) is amended by striking 'or

fiscal year 1994' and inserting ". fiscal year
1994, fiscal year 1995, fiscal year 1996. fiscal
year 1997. fiscal year 1998. or fiscal year 1999'.

(4) TECHNICAL CORRECTION—Section
.t886(d)(5)(G)(i) (42 U.S. C. 1395ww(d)(5)(G)(i)).

as in effect before the amendment made bypara-
graph (1). is amended by striking all that fol-

lows the first period.

(b) EFFECTIVE DATE—The amendments made
by subsection (a) shall apply with respect to dis-

charges occurring on or after September 1. 1995.

SEC. 7072. MEDICARE RURAL HOSPITAL FLEXIBIL-
IT)' PROGRAM

(a) MEDICARE RURAL HOSPITAL FLEXIBILITY
PROGRAM. —Section 1820 (42 U.S.C. 1395i-4) is

amended to read as follows:

'MEDICARE RURAL HOSPITAL FLEXIBILITY
PROGRAM

'SEC. 1820. (a) PURPOSE. — The purpose of this
section is to—

'(1) ensure access to health care services for

rural communities by allowing hospitals to be
designated as critical access hospitals if such
hospitals limit the scope of available inpatient

acute care services:
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'(2) provide more appropriate and flexible

staffing and licensure standards:
'(3) enhance the financial security of critical

access hospitals by requiring that medicare re-
imburse such facilities on a reasonable cost
basis; and

"(4) promote linkages between critical access
hospitals designated by the State under this sec-
tion and broader programs supporting the devel-
opment of and transition to integrated provider
networks.

(b) ESTABLISHMENT. —Any State that submits
an application in accordance with subsection (c)
may establish a medicare rural hospital flexibil-
ity program described in subsection (d).

(c) APPLICATION. —A State may establish a
medicare rural hospital flexibility program de-
scribed in subsection (d) if the State submits to
the Secretary at such time and in such form as
the Secretary may require an application con-
taining—

'(1) assurances that the State—
'(A) has developed, or is in the process of de-

veloping. a State rural health care plan that—
'(i) provides for the creation of one or more

rural health networks (as defined in subsection
(e)) in the State,

'(ii) promotes regionalization of rural health
services in the State. and

'(iii) improves access to hospital and other
health services for rural residents of the State,'

'(B) has developed the rural health care plan
described in subparagraph (A) in consultation
with the hospital association of the State. rural
hospitals located in the State. and the State Of-
fice of Rural Health (or, in the case of a State
in the process of developing such plan. that
assures the Secretary that the State will consult
with its State hospital association, rural hos-
pitals located in the State. and the State Office
of Rural Health in developing such plan):

"(2) assurances that the State has designated
(consistent with the rural health care plan de-
scribed in paragraph (1)(A)). or is in the process
of so designating, rural nonprofit or public hos-
pitals or facilities located in the State as critical
access hospitals: and

'(3) such other information and assurances as
the Secretary may require.

'(d) MEDICARE RURAL HOSPITAL FLEXIRILI'TY
PROGRAM DESCRIBED.—

'(1) IN GENERAL—A State that has submitted
an application in accordance with subsection
(c). may establish a medicare rural hospital
flexibility program that provides that—

(A) the State shall develop at least one rural
health network (as defined in subsection (e)) in
the State; and

'(B) at least one facility in the State shall be
designated as a critical access hospital in ac-
cordance with paragraph (2).

'(2) STATE DESIGNATION OF FACILITIES. —
'(A) IN GENERAL. —A State may designate one

or more facilities as a critical access hospital in
accordance with subparagraph (B).

"(B) CRITERIA FOR DESIGNA TION AS CRITICAL
ACCESS HOSPITAL—A State may designate a fa-
cility as a critical access hospital if the facil-
ity—

'(i) is located in a county (or equivalent unit
of local government) in a rural area (as defined
iii section 1886(d) (2) (D)) that—

'(I) is located more than a 35-mile drive from
a hospital. or another facility described in this
subsection, or

"(II) is certified by the State as being a nec-
essary provider of health care services to resi-
dents in the area;

'(ii) makes available 24-hour emergency care
services that a State determines are necessary
for ensuring access to emergency care services in
each area served by a critical access hospital:

'(iii) provides not more than 6 acute care in-
patient beds (meeting such standards as the Sec-
retary may establish) for providing inpatient
care for a period not to exceed 72 hours (unless
a longer period is required because transfer to a
hospital is precluded because of inclement
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weather or other emergency conditions), except
that a peer review organization or equivalent
entity may, on request, waive the 72-hour re-
striction on a case-by-case basis:

(iv) meets such staffing requirements as
would apply under section 1861(e) to a hospital
located in a rural area, except that—

'(I) the facility need not meet hospital stand-
ards relating to the number of hours during a
day or days during a week, in which the facil-
ity must be open and fully staffed, except inso-
far as the facility is required to make available
emergency care services as determined under
clause (ii) and must have nursing services a vail-
able on a 24-hour basis, but need not othervs'ise
staff the facility except when an inpatient is
present,

"(II) the facility may provide any services
otherwise required to be provided by a full-time,
on-site dietitian, pharmacist, laboratory techni-
cian, medical technologist, and radiological
technologist on a part-time, off-site basis under
arrangements as defined in section 1861(w) (1),
and

'(III) the inpatient care described in clause
(iii) may be provided by a physician's assistant,
nurse practitioner. or clinical nurse specialist
subject to the oversight of a physician who need
not be present in the facility: and

"(v) meets the requirements of subparagraph
(I) of paragraph (2) of section 1861(aa).

"(e) RURAL HEALTH NETWORK DEFINED. —
"(1) IN IJENERAL. —For purposes of this sec-

tion, the term 'rural health network' means.
with respect to a State. an organization consist-
ing of—

"(A) at least I facility that the State has des-
ignated or plans to designate as a critical access
hospital, and

"(B) at least I hospital that furnishes acute
care services,

"(2) AGREEMENTS. —
"(A) IN GENERAL. —Each critical access hos-

pital that is a member of a rural health network
shall have an agreement with respect to each
item described in subparagraph (B) with at least
I hospital that is a member of the network.

"(B) ITEMS DESCRIBED. —The items described
in this subparagraph are the following:

'(i) Patient referral and transfer,
"(ii') The development and use of communica-

tions systems including (where feasible)—
"(I) telemetry systems. and
'(II) systems for electronic sharing of patient

data.
(iii) The provision of emergency and non-

emergency transportation among the facility
and the hospital.

"(C) CREDENTIALING AND QUALITY ASSUR-
ANCE—Each critical access hospital that is a
member of a rural health network shall have an
agreement with respect to credentialing and
quality assurance with at least I—

'(i) hospital that is a member of the network;
(ii) peer review organization or equivalent

entity; or
"(iii') other appropriate and qualified entity

identified in the State rural health care plan.
"(I) CERTIFICATION BY THE SECRETARY—The

Secretary shall certify a facility as a critical ac-
cess hospital ifthe facility—

"(I) is located in a State that has established
a medicare rural hospital flexibility program in
accordance with subsection (d);

"(2) is designated as a critical access hospital
by the State in which it is located; and

(3) meets such other criteria as the Secretary
may require.

'(g) PERMITTING MAINTENANCE OF SWING
BEDS—Nothing in this section shall be con-
strued to prohibit a State from designating or
the Secretary from certifying a facility as a crit-
ical access hospital solely because, at the time
the facility applies to the State for designation
as a critical access hospital, there is in effect an
agreement between the facility and the Sec-
retary under section 1883 under which the facili-
ty '5 inpatient hospital facilities are used for the
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furnishing of extended care services, except that

the number of beds used for the furnishing of
such services may not exceed 12 beds (minus the
number of inpatient beds used for providing in-
patient care in the facility pursuant to sub-
section (d)(2)(B) (iii)). For purposes of the pre-
vious sentence, the number of beds of the facil-
ity used for the furnishing of extended care
services shall not include any beds of a unit of
the facility that is licensed as a distinct-part
skilled nursing facility at the time the facility
applies to the State for designation as a critical
access hospital.

"(h) GRAzrrs.
"(1) MEDICARE RURAL HOSPITAL FLEXIBILITY

PROGRAM—The Secretary may award grants to
States that have submitted applications in ac-
cordance with subsection (c) for—

"(A) engaging in activities relating to plan-
ning and implementing a rural health care plan;

'(B) engaging in activities relating to plan-
ning and implementing rural health networks;
and

'(C) designating facilities as critical access
hospitals.

"(2) RURAL EMERGENCY MEDICAL SERVICES,—
"(A) IN GENERAL—The Secretary may award

grants to States that have submitted applica-
tions in accordance with subparagraph (B) for
the establishment or eKpansion of a program for
the provision of rural emergency medical serv-
ices,

"(B) APPLICATION—An application is in ac-
cordance with this subparagraph if the State
submits to the Secretary at such time and in
such form as the Secretary may require an ap-
plication containing the assurances described in
subparagraphs (A)(ii), (A)(iii) and (B) of sub-
section (c)(l) and paragraph (3) of such sub-
section.

"(1') TAEATMEIVT OF RURAL PRIMARY CARE
HOSPiTALS—A rural primary care hospital des-
igna ted by the Secretary under this section prior
to the date of the enactment of the Balanced
Budget Reconciliation Act of 1995 shall receive
payment under this title in the same manner
and amount as critical access hospital certified
by the Secretary under subsection (1) receives
payment for such services.

"0) WAIvER OF CONFLICTING PART A PROVI-
SIONS. '—The Secretary is authorized to waive
such provisions of this part and part C as are
necessary to conduct the program established
under this section,

"(k) AUTHORIZATION OF APPROPPJA TIONS. —
There are authorized to be appropriated from
the Federal Hospital Insurance Trust Fund for
making grants to all States under subsection
(h), $25,000,000 in each of the fiscal years 1996
through 2000.

(b) REPORT ON ALTERNATIVE TO 72-HOUR
RULE—NOt later than January 1, 1996, the Ad-
ministrator of the Health Care Financing Ad-
ministration shall submit to the Congress a re-
port on the feasibility of and administrative re-
quirements necessary to establish an alternative
for certain medical diagnoses (as determined by
the Administrator) to the 72-hour limitation for
inpatient care in critical access hospitals re-
quired by section 1820(d) (2) (B) (iii').

(c) CONTINUATION OF MAF'S.—Not withstand-
ing any other provision of law, the Secretary of
Health and Human Services shall extend the
Montana Medical Assistance Facility Dem-
onstration Project until December 31, 2002. The
demonstration project shall provide that new
medical assistance facilities may be designated
and that all medical assistance facilities shall
receive reasonable cost reimbursement under
title XVIII of the Social Security Act (42 U.S.C.
1395 et seq.) for services provided to medicare
beneficiaries,

(d) PART A AMENDMENTS REL,4 TING TO RURAL
PRIMARY CARE HOSPITALS AND CRITICAL ACCESS
HOSPITALS. —

(I) DEFINITIONS. —Section 1861 (mm) (42 U.S.C.
1395x(mm)) is amended to read as follows:
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CRITICAL ACCESS HOSPITAL; CRITICAL ACCESS

HOSPITAL SERVICES
'(mm) (1) The term critical access hospital'

means a facility certified by the Secretary as a
critical access hospital under section 1820(f).

"(2) The term inpatient critical access hos-
pital services' means items and services, fur-
nished to an inpatient of a critical access hos-
pital by such facility, that would be inpatient
hospital services if furnished to an inpatient of
a hospital by a hospital.

(2) Co VERAGE AND PAYMENT. —(A) Section
1812(a) (1) (42 U.S.C. 1395d(a) (1)) is amended by
stn'king 'or inpatient rural primary care hos-
pital services and inserting "or inpatient criti-
cal access hospital services".

(B) Sections 1813(a) and section 1813(b) (3) (A)
(42 U.S.C. 1395e(a), 1395e(b) (3)(A)) are each
amended by striking 'inpatient rural primary
care hospital services" each place it appears,
and inserting "inpatient critical access hospital
services".

(C) Section 1813(b) (3) (B) (42 U.S.C.

1395e(b) (3) (B)) is amended by striking "inpa-

tient rural primary care hospital services" and
inserting "inpatient critical access hospital serv-

ices".
(D) Section 1814 (42 U.S.C. 13951) is amended—
(i) in subsection (a)(8) by striking "rural pri-

mary care hospital" each place it appears and
inserting "critical access hospital "; and

(ii') in subsection (b), by striking "other than
a rural primary care hospital providing inpa-
tient rural primary care hospital services," and
inserting 'other than a critical access hospital
providing inpatient critical access hospital serv-
ices, ': and

(iii) by amending subsection (I) to read as fol-
lows:

(1) PAYMENT FOR INPATIENT CRITICAL ACCESS
HOSPITAL SERVICES. —The amount of payment
under this part for inpatient critical access hos-
pital services is the reasonable costs of the criti-
cal access hospital in providing such services,

(3) TREATMENT OF CRITICAL ACCESS HOSPITALS
AS PROVIDERS OF SERVICES.—(A) Section 1861(u)
(42 U.S.C. 1395x(u)) is amended by striking
rural primary care hospital" and inserting

"critical access hospital
(B) The first sentence of section 1864(a) (42

U.S.C. 1395aa(a)) is amended by striking 'a
rural primary care hospital" and inserting "a
critical access hospital".

(4) CONFORMING AMENDMEJ\rrS,_(A) Section
1128A (b) (1) (42 U.S.C. 1320a-7a (b)(l)) is amend-
ed by striking "rural primary care hospital"
each place it appears and inserting 'critical ac-
cess hospital".

(B) Section 1128B(c) (42 U.S.C. 1320a-7b(c)) is
amended by striking "rural primary care hos-
pital and inserting "critical access hospital

(C) Section 1134 (42 U.S.C. 1320b—4) is amend-
ed by striking "rural primary care hospitals"
each place it appears and inserting "critical ac-
cess hospitals".

(D) Section 1138(a) (1) (42 U.S.C. 1320b—8(a)(1))
is amended'—

(i) in the matter preceding subparagraph (A),
by striking 'rural primary care hospital" and
inserting 'critical access hospital"; and

(ii') in the matter preceding clause (i') of sub-
paragraph (A), by striking "rural primary care
hospital" and inserting "critical access hos-
pital".

(E) Section 1816(c) (2) (C) (42 U.S.C.
139 5h(c) (2) (C)) is amended by striking 'rural
primary care hospital" and inserting 'critical
access hospital".

(F) Section 1833 (42 U.S.C. 13951) is amended—
(i) in subsection (h)(5)(A)(iii), by striking

"rural primary care hospital" and inserting
'critical access hospital

(ii) in subsection (i) (I) (A), by striking 'rural
primary care hospital" and inserting "critical
access hospital";

(iii) in subsection (i) (3)(A), by striking "rural
primary care hospital services' and inserting
'critical access hospital services'
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(iv) in subsection (1) (5) (A), by striking rural

primary care hospital' each place it appenrs
and insering 'critical access hospital"; and

(v) in subsection (l)(5)(B), by striking "rural
primary care hospital" each place it appeQrs
and inserting "critical access hospital".

(G) Section 1835(c) (42 U.S.C. 1395n(c)) is
amended by striking "rural primary care hos-
pital each place it appears and inserting 'crit-
ical access hospital'.

(H) Section 1842 (b) (6) (A) (ii) (42 U.S. C.
1395u(b) (6) (A) (ii)) is amended by striking "rural
primary care hospital" and inserting 'critical
access hospital.

(I) Section 1861 (42 U.S.C. 1395x) is amended'—
(i) in subsection (a)—
(1,) in paragraph fi), by striking 'inpatient

rural primary care hospital services" and insert-
ing "inpa dent critical access hospital services";
and

(II) in paragraph (2), by striking 'rural pri-
mary care hospital' and inserting 'critical ac-
cess hospital';

(ii) in the last sentence of subsection (e), by
striking 'rural primary care hospital' and in-
serting 'critical access hospital";

(iii) in subsection (v) (1) (S) (ii) (III), by strikinjj
"rural primary care hospital' and insertinJ
"critical access hospital";

(iv) in subsection (w) (1). by striking "rural
primary care hospital" and inserting "critical
access hospital'; and

(v) in subsection (w)(2), by striking "rural pri-
mary care hospital" each place it appears and
inserting 'critical access hospital".

(J) Section 1862(a) (14) (42 U.S.C. 1395y(a)(14))
is amended by striking 'rural primary care hos-
pital' each place it appears and inserting 'crit-
ical access hospital'.

(K) Section 1866(a) (1) (42 U.S.C 1395cc(a) (1)) is
amended—

(I') in subparagraph (F)(ii), by striking 'rural
primary care hospitals" and inserting "critical
access hospitals":

(ii) in subparagraph (H). in the m2ter preced-
ing clause (i), by striking 'rural primary care
hospitals" and 'rural primary care hospital
services" and inserting 'critical access hos-
pitals and "critical access hospital services•'.
respectively;

(iii) in subparagraph (I). in the matter preced-
ing clause (i). by striking 'rural primary care
hospital and inserting 'critical access hos-
pital": and

(iv) in subparagraph (N)—
(I) in the matter preceding clause (I). by strik-

ing "rural primary care hospitals" and insert-
ing 'critical access hospitals'•, and

(II) in clause (i), by striking 'rural primary
care hospital" and inserting 'critical access
hospital

(L) Section 1866(a) (3) (42 U.S.C 1395cc(a)(3)) is

amended—
(I) by striking rural primary care hospital'

each place it appears in subparagraphs (A) and
(B) and inserting critical access hospital": and

(ii) in subparagraph (C) (ii) (II). by striking
"rural primary care hospitals• each place it ap-
peal-s and inserting 'critical access hospitals".

(M) Section 1867(e)(5) (42 U.S.C. 1395dd(e)(5))
is amended by striking rural primary care hos-
pital" and inserting 'critical access hospital".

(e) PA YMENT CONTINUED TO DESIGNATED
EA CHS.—Section 1886(d)(5)(D) (42 U.S.C.
1395ww(d)(5)(D)) is amended—

(1) in clause (iii) (III). by inserting 'as in ef-
fect on September 30. 1995' before the period at
the end: and

(2) in clause (v)—
(A) by inserting as in effect on September 30,

1995'after "l820(i)(l,J': and
(B) by striking '1820(g) and inserting

'1820(e)
(I) PART B AMENDMEATS RELATING TO CrrrI-

CAL ACCESS HOSPITALS.—
(1) CO VERA GE.—(A) Section 1861 (mm) (42

U.S.C. 1395x(mm)) as amended by subsection
(d)(1), is amended by adding at the end the fol-
lowing new paragraph:
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(3) The term 'outpatient critical access hos-

pital services' means medical and other health
services furnished by a critical access hospital
on an outpatient basis.

(B) Section 1832 (a) (2) (H) (42 U.S.C.
139 5k (a) (2) (H)) is amended by striking "rural
primary care hospital services" and inserting

critical access hospital services".
(2) PAYMEWT.—(A) Section 1833(a) (42 U.S.C.

13951(a)) is amended in paragraph (6), by strik-
ing 'outpatient rural primary care hospital
services" and inserting "outpatient critical ac-
cess hospital services'.

(B) Section 1834(g) (42 U.S.C. 1395m(g)) is

amended to read as follows—
(g) PA YMENT FOR OUTPATIENT CRITICAL AC-

CESS HOSPITAL SERVICES—The amount of pay-
ment under this part for outpatient critical ac-
cess hospital services is the reasonable costs of
the critical access hospital in providing such
services.

(g) EFFECTIVE DATE—The amendments made
by this section shall apply to services furnished
on or after October 1, 1995.
SEC. 7073. ESTARIJSHMENT OF RURAL EMER-

GENCYACCESS CAREHOSPiTALS.
(a) IN GENERAL—SeCtiOn 1861 (42 U.S.C.

1395x) is amended by adding at the end the fol-
lowing new subsection:
"Rural Emergency Access Care Hospital: Rural

Emergency Access Care Hospital Services
'(oo) (1) The term 'rural emergency access care

hospital' means, for a fiscal year, a facility with
respect to which the Secretary finds the follow-
ing:

(A) The facility is located in a rural area (as
defined in section 1886(d) (2) (D)).

"(B) The facility was a hospital under this
tide at any time during the 5-year period that
ends on the date of the enactment of this sub-
section.

'(C) The facility is in danger of closing due to
low inpatient utilization rates and operating
losses, and the closure of the facility would limit
the access to emergency services of individuals
residing in the facility's service area.

"(D) The facility has entered into (or plans to
enter into) an agreement with a hospital with a
participation agreement in effect under section
1866(a), and under such agreement the hospital
shall accept patients transferred to the hospital
from the facility and receive data from and
transmit data to the facility.

('E) There is a practitioner who is qualified
to pmvide advanced cardiac life support services
(as determined by the State in which the facility
is located) on-site at the facility on a 24-hour
basis.

(F) A physician is available on-call to pro-
vide emergency medical services on a 24-hour
basis.

'(G) The facility meets such staffing require-
ments as would apply under section 1861(e) to a
hospital located in a rural area, except that—

'(i) the facility need not meet hospital stand-
ards relating to the number of hours during a
day or days during a week, in which the facil-
ity must be open, except insofar as the facility
is required to provide emergency care on a 24-
hour basis under subpara graphs (E) and (F);
and

"(ii) the facility may provide any services oth-
erwise required to be provided by a full-time, on-
site dietitian, pharmacist, laboratory technician,
medical technologist, or radiological tech-
nologist on apart-time, off-site basis.

'(H) The facility meets the requirements ap-
plicable to clinics and facilities under subpara-
graphs (C) through (J) of paragraph (2) of sec-
tion 1861(aa) and of clauses (ii) and (iv) of the
second sentence of such paragraph (or. in the
case of the requirements of subparagraph (E),
(F), or (J) of such paragraph, would meet the
requirements if any reference in such subpara-
graph to a nurse practitioner' or to 'nurse prac-
titioners' were deemed to be a reference to a
'nurse practitioner or nurse' or to nurse practi-
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tioners or nurses); except that in determining
whether a facility meets the requirements of this
subparagraph, subparagraphs (E) and (F) of
that paragraph shall be applied as if any ref-
erence to a 'physician' is a reference to a physi-
cian as defined in section 1861 (r) (1).

"(2) The term 'rural emergency access care
hospital services' means the 'following services
provided by a rural emergency access care hos-
pital and furnished to an individual over a con-
tinuous period not to exceed 24 hours (except
that such services may be furnished over a
longer period in the case of an individual who
is unable to leave the hospital because of in-
clement weather):

"(A) An appropriate medical screening exam-
ination (as described in section 1867(a)).

"(B) Necessary stabilizing examination and
treatment services for an emergency medical
condition and labor (as described in section
1867(b)).

(b) REQUIRING RURAL EMERGENCY ACCESS
CARE HOSPITALS To MEET HOSPITAL ANTI-
DUMPING R,EQUIREMEP'TTS. —Section 1867(e) (5) (42
U.S.C. 1395dd(e)(5)) is amended by striking
"1861 (mm) (1)) and inserting "1861 (mm) (1)) and
a rural emergency access care hospital (as de-
fined in section 1861(00) (1))

(c) COVERAGE AND PA YMENT FOR SERVICES. —
(1) COVERAGE. —Section 1832(a) (2) (42 U.S.C.

1395k(a) (2)) is amended—
(A) by striking 'and' at the end of subpara-

graph (I):
(B) by striking the period at the end of sub-

paragraph (J) and inserting "; and"; and
(C) by adding at the end the following new

subparagraph:
"(K) rural emergency access care hospital

services (as defined in section 1861 (oo) (2)).
(2) PA YMEWT BASED ON PA YMENT FOR OUT-

PATIENT CRITICAL ACCESS HOSPITAL SERVICES.—
(A) IN GENERAL—Section 1833(a) (6) (42 U.S.C.

13951(a) (6)). as amended by section 7072(fl(2), is
amended by striking 'services,' and inserting
"services and rural emergency access care hos-
pital services.

(B) PAYMENT METHODOLOGY DESCPJBED.—Sec-
tion 1834(g) (42 U.S.C. 1395m(g)), as amended by
section 7072(fl (2) (B). is amended—

(i) in the heading, by striking "SERVICES" and
inserting "SERVICES AND RURAL EMERGENCY AC-
CESS CARE HOSPITAL SERVICES"; and

(ii) by adding at the end the following new
sentence: "The amount of payment for rural
emergency access care hospital services provided
during a year shall be determined using the ap-
plicable method provided under this subsection
for determining payment for outpatient rural
primary care hospital services during the
year.

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to fiscal years begin-
ning on or after October 1, 1995
SEC. 7074. ADDITIONAL PAYMENTS FOR PHYSI-

CIANS' SERVICES FURNISHED IN
SHORTAGE AREAS.

(a) INCREASE IN AMOUNT OF ADDITIONAL PAY-
MENT. —Section 1833(m) (42 U.S. C, 13951(m)) is
amended by striking '10 percent' and inserting
"20 percent.

(b) RESTRICTION TO PRIMARY CARE SV-
ICES—Section 1833(m) (42 U.S.C. 13951(m)) is
amended by inserting after 'physicians' serv-
ices" the following: "consisting of primary care
services (as defined in section 1842(i) (4))

(c) EXTENSION OF PAYMENT FOR FORMER
SHORTAGE AREAS.—

(1) IN GENERAL—Section 1833(m) (42 U.S.C.
13951(m)) is amended by striking 'area, and in-
serting "area (or, in the case of an area for
which the designation as a health professional
shortage area under such section is withdrawn,
in the case of physicians' services furnished to
such an individual during the 3-year period be-
ginning on the effective date of the withdrawal
of such designation),

(2) EFFECTIVE DATE—The amendment made
by paragraph (1) shall apply to physicians
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services furnished in an area for which the des-
ignation as a health professional shortage area
under section 332(a) (l)(A) of the Public Health
Service Act is withdrawn on or after January 1,
1996.

(d) REQUIRING CARRIERS To REPORT ON SERV-
ICES PROVIDED. —Section 1842(b) (3) (42 U.S.C.
1395u(b)(3)) is amended—

(I) by striking "and at the end of subpra-
graph (I), and

(2) by inserting after subparagraph (I) the fol-
lowing new subparagraph:

'(J) will provide information to the Secretary
(on such periodic basis as the Secretary may re-
quire) on the types of providers to whom the
camer makes additional payments for certain
physicians services pursuant to section 1833(m),
together with a description of the services fur-
nishedbysuch providers; and.

(e) STUDY.—
(1) IN GENERAL. —The Physician Payment Re-

view Commission shall conduct a study analyz-
ing the effectiveness of the provision of addi-
tional payments under part B of the medicate
program for physicians• services provided in
health professional shortage areas in recruiting
physicians to provide services in such areas.

(2) REPORT. —Not later than 1 year after the
date of the enactment of this Act, the Secretary
shall submit to Congress a report on the study
conducted under paragraph (1). and shall in-
clude in the report such recommendations as the
Secretary considers appropriate.

(I) EFFECTIVE DATE.—The amendments made
by subsections (a). (b). and (d) shall apply to
physicians' services furnished on or after Octo-
ber 1. 1995.
SEC. 7075. PA }MENTS TO PHYSICIAN ASSISTANTS

AND NURSE PRACTITIONERS FOR
SERVICES FURNISHED IN OUT
PA TIENT OR HOME SE777NGS.

(a) cOVERAGE IN OUTPATIE!rT OR HOME SET-
TINGS FOR PHYSICIAN ASSISTAJvTS AJVD NURSE
PR4CTrTIONERS.—Section 1861(s) (2) (K) (42
U.S.C. 1395x(s) (2) (K)) is amended—

(1) in clause (i)—
(A) by striking 'or' at the end of subclause

(II); and
(B) by inserting - or (IV) in an outpatient or

home setting as defined by the Secretary•• fol-
lowing 'shortage area. ';and

(2) in clause (ii)—
(A) by striking 'in a skilled and inserting

"in (I) a skilled'; and
(B) by inserting , or (II) in an outpatient or

home setting (as defined by the Secretary).
after "(as defined in section 1919(a))

(b) PA &V7S TO PHYSICIAN ASSISTANTS AND
NURSE PRACTITIONERS IN OUTPA TIE/VT OR HOME
SETTINGS.—

(1) IN GENERAL. —Section 1833(r) (1) (42 US. C.
13951(r) (1)) is amended—

(A) by inserting "services described in section
1861 (s) (2) (K) (ii) (II) (relating to nurse practi-
tioner services furnished in outpatient or home
settings), and services described in section
1861(s) (2)(K) (i) (IV) (relating to physician assist-
ant services furnished in an outpatient or home
setting after "rural area), ": and

(B) by striking - 'or clinical nurse specialist
and inserting clinical nurse specialist, or phy-
sician assistant

(2) CONFORMING AMENDME!rT. --Section
1842(b) (6) (C) (42 U S.C. 1395u(b)(6)(C)) is
amended by striking - clauses (1), (ii). or (iv)
and inserting 'subclauses (I), (II), or (III) of
clause (i), clause (ii)(I), or clause (iv)

(c) PAYMErrT UNDER THE FEE SCHEDULE 70
PHYSICIAN ASSISTANTS AND NURSE PRACTJ'TION-
ERS IN OUTPA TIE!rr OR HOME SETTINGS.--

(1) PHYSICIAN ASSISTA!rrS.—Section 1842(b) (12)
(42 U.S.C. 1395u(b) (1 2)) is amended by adding at
the end the following new subparagraph:

'(C) With respect to services described in
clauses (i)(IV), (ii)(II), and (iv) of section
1861 (s) (2) (K) (relating to physician assistants
and nurse practitioners furnishing services in
outpatient or home settings)—
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(i) payment under this part may only be

made on an assignment-related basis; and
(ii) the amounts paid under this partsháll 13e

equal to 80 percent of (I) the lesser of the actual
charge or 85 percent of the fee schedule amount
provided under section 1848 for the same service
provided by a physician who is not a specialist;
or (II) in the case of services as an assistant at
surgery. the lesser of the actual charge or 85
percent of the amount that would otherwise be
recognized if performed by a physician who is
serving as an assistant at surgery.

(2) CONFORMING AMENDMENT. —Section
1842 (b) (12) (A) (42 U.S.C. 1395u(b) (1 2) (A)) is
amended in the matter preceding clause (i) by
striking (j) (ii)' and inserting "subclauses
(I), (II), or (III) of clause (i), orsubclause (I) of
clause (ii)".

(3) TECHNICAL AMENDMENT. —Section
1842 (b) (1 2) (A) (42 U.S.C. 1395u(b) (1 2) (A)) is
amended in the matter preceding clause (i) by
striking a physician assistants' and inserting
physician assistants".
(d) EFFECTIVE DATE—The amendments made

by this section shall apply to services furnished
on or after October 1, 1995.
SEC. 7076. DEMONSTRATION PROJECTS TO PRO-

MOTE TELEMEDICINE.
(a) DEFINITIONS. —For purposes of this sec-

tion:
(1) RURAL HEALTH CARE PRO VIDER.—The term

'rural health care provider" means any public
or private health care provider located in a
rural area.

(2) NONHEAL TH CARE ENTITY. —The term
"nonhealth care entity" means any entity that
is not involved in the provision of health care,
including a business, educational institution li-
brary. and prison.

(b) ESTABLISHMENT—The Secretary, acting
through the Office of Rural Health, shall award
grants to eligible entities to establish demonstra-
tion projects under which an eligible entity es-
tablishes a rural-based consortium that enables
members of the consortium to utilize the tele-
communications network—

(1) to strengthen the delivery of health care
services in the rural area through the use of
telemedicine:

(2) to provide for consultations involving
transmissions of detailed data about the patient
that serves as a reasonable substitute for face-
to-face interaction between the patient and con-
sultant: and

(3) to make outside resources or business inter-
action more available to the rural area.

(c) ELIGIBLE Eivi'17Y. —To be eligible to receive
a grant under this section an applicant entity
shall propose a consortium that includes as
members at least—

(1) one rural health care pro vider; and
(2) one nonhealth care entity located in the

same rural area as the rural health care pro-
vider described in paragraph (1).
The Secretary may waive the membership re-
quirement under paragraph (2) if the members
described in paragraph (1) are unable to locate
a nonhealth care entity located in the same
rural area to participate in the demonstration
project.

(d) APPLICATION—TO be eligible to receive a
grant under this section. an eligible entity de-
scribed in subsection (c) shall prepare and sub-
mit to the Secretary an application at such time.
in such manner, and containing such informa-
tion as the Secretary may require, including a
description of the use to which the eligible en-
tity would apply any amounts received under
such grant, the source and amount of non -Fed-
eral funds the entity would pledge for the
project. and a showing of the long-term sustain-
ability of the project.

(e) GRA!rrS.—Grants under this section shall
be distributed in accordance with the following
requirements:

(I) GRANT LIMIT—The Secretary may not
make a grant to an eligible entity under this
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section in excess of $500,000 for each fiscal year
in which an eligible entity conducts a project
under this section.

(2) MATCHING FUNDS.—
(A) IN GENERAL—The Secretary may not make

a grant to an eligible entity under this section
unless the eligible entity agrees to provide non-
Federal funds in an amount equal to not less
than 20 percent of the total amount to be ex-
pended by the eligible entity in any fiscal year
for the purpose of conducting the project under
this section.

(B) ADJUSTMENTS—The Secretary shall make
necessary adjustments to the amount that an el-
igible entity may receive in a subsequent fiscal
year if the eligible entity does not meet the re-
quirements of subparagraph (A) in the preced-
ing fis cal year.

(I) USE OF GRA!rT AMOUNTS. —
(1) IN GENERAL—Amounts received under a

grant awarded under this section shall be uti-
lized for the development and operation of
telemedicine systems that serve rural areas. All
such grant funds must be used to further the
provision of health services to rural areas.

(2) RULES OF USE.—
(A) PERMISSIBLE USA GES.—Grant funds

a warded under this section—
(1) shall primarily be used to support the costs

of establishing and operating a telemedicine sys-
tem that provides specialty consultations to
rural communities:

(ii) may be used to demonstrate the applica-
tion of telemedicine for preceptorship of medical
students, residents, and other health professions
students in rural training sites;

(iii) may be used for transmission costs, sala-
ries. maintenance of equipment, and compensa-
tion of specia lists and referring practitioners:

(iv) may be used to pay the fees of consult-
ants. but only to the extent that the total of
such fees does not exceed 5 percent of the
amount of the grant;

(v) may be used to demonstrate the use of
telemedicine to facilitate collaboration between
nonphysician primary care practitioners (in-
cluding physician assistants, nurse practition-
ers, certified nurse-midwives, and clinical nurse
specialists) and physicians; and

(vi) may be used to test reimbursement meth-
odologies under the medicare program under
title XVIII of the Social Security Act for practi-
tioners participating in telemedicine activities.

(B) PROHIBITED USE OF FUNDS. —Grant funds
shall not be used by members of a rural-based
consortium for any of the following:

(i) Expenditures to purchase or lease equip-
ment.

(ii) In the case of a member of a consortium
that is an isolated rural facility, purchase of
high-cost telecommunications technologies for
the furnishing of telemedicine services that—

(I) incur high cost per minute of usage
charges; or

(II) require consultants to be available at the
same time as the patient and the referring phy-
sician.

(iii) Purchase or installation of transmission
equipment or establishment or operation of a
telecommunications common carrier network.

(iv) Expenditures for indirect costs (as deter-
mined by the Secretary) to the extent the ex-
penditures would exceed more than 20 percent of
the total grant funds.

(v) Construction (except for minor renovations
related to the installation of equipment). or the
acquisition or building of real property.

g) MM!rTENANCE OF EFFORT. —Any funds
available for the activities covered by a dem-
onstration project conducted under this section
shall supplement, and shall not supplant. funds
that are expended for similar purposes under
any State. regional. or local program.

(h) EVALUATIONS—Each eligible entity that
conducts a demonstration project under this sec-
tion shall submit to the Secretary such informa-
tion and interim evaluations as the Secretary
may require.
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(1) AUTHORIZATION OF APPROPRfATIONS.--

There are authorized to be appropriated to carry
Out this section, $10 000, 000 for each of the fiscQl
years 1996 through 1998.
SEC. 7077. PROPAC RECOMMENDATIONS ON

URBAN MEDICARE DEPENDENT 1105-
PITA iS.

Section 1886(e) (3) (A) (42 U.s.c.
1395ww(e)(3)(A)) is amended by adding at the
end the following new sentence: 'The Commis
sion shall, beginning in 1996. report its rec
ommendations to Congr on an appropriate
update to be used for urban hospitals with
high proportion of medicare patient days and or
actions to ensure that medicare beneficiaries
served by such hospitals retain the same access
and quality of care as medicare beneficiaries na-
tion wide.

CHAPTER 6—HEALTH CARE FRAUD AND
ABUSE PRE VENTION

SEC. 7100. SHORT TITLE.
This chapter may be cited as the "Health Ca

Fraud and Abuse Prevention Act of 1995'.
Subchapter A—Fraud and Abuse Control

Program
SEC. 7101. FRAUD AND ABUSE CONTROL PRO-

GRAM.

(a) ESTABLISHMEIVT OF PROGRAM—Title XI
(42 U.S. c. 1301 et seq.) is amended by inserting
after section 1128B the following new section:

'FRAUD AND ABUSE CONTROL PROGRAM

'sEC. 1128C. (a) ESTASLISHMENT OF PRO-
GRAM. —

"(1) IN GENERAL—Not later than Januaty 1,
1996, the Secretaty, acting through the Office of
the Inspector General of the Department of
Health and Human Services, and the Attorney
General shall establish a program—

'(A) to coordinate Federal. 5tate, and local
law enforcement programs to control fraud and
abuse with respect to the delivety of and pay-
ment for health care in the United 5tates,

"(B) to conduct investigations, audits, evalua-
tions, and inspections relating to the delivety of
and payment for health care in the United
5tates,

"(C) to facilitate the enforcement of the pro vi-
sions of sections 1128, 1128A, and 1128B and
other statutes applicable to health care fraud
and abuse, and

"(D) to provide for the modification and es-
tablishrnent of safe harbors and to issue inter-
pretative rulings and special fraud alerts pursu-
ant to section 1128D.

"(2) COORDINATION WITH HEALTH PLANS—In
cart ying Out the program established under
paragraph (1) the Secretazy and the Attorney
General shall consult with, and arrange for the
sharing of data with representatives of health
plans.

'(3) GUIDELINES. —
'(A) IN GENERAL—The Secretary and the At-

torney General shall issue guidelines to carty
out the program under paragraph (1). The pro-
visions of sections 553. 556, and 557 of title 5.
United States Code, shall not apply in the issu-
ance of such guidelines.

"(B) INFORMATION GUIDELINES. —
"(I) IN GENERAL—Such guidelines shall in-

clude guidelines relating to the furnishing of in-
formation by health plans, providers, and others
to enable the secretazy and the Attorney Gen-
eral to carry out the program (including coordi-
nation with health plans under paragraph (2)).

"(ii) CONFIDENTIALITY. —5uch guidelines shall
include procedures to assure that such informa-
tion is provided and utilized in a manner that
appropriately protects the confidentiality of the
information and the privacy of individuals re-
ceiving health care services and items.

"(iii) QUALIFIED IMMUNITY FOR PROVIDING IN-
FORMATION. —The provisions of section 1157(a)
(relating to limitation on liability) shall apply to
a person providing information to the Secretazy
or the Attorney General in conjunction with
their performance of duties under this section.
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"(4) ENSURING ACCESS TO DOCUMENTATION. —

The Inspector General of the Department of
Health and Human Services is authorized to ex-
ercise such authority described in paragraphs
(3) through (9) of section 6 of the Inspector Gen-
eral Act of 1978 (5 U.S.C. App.) as necessazy
with respect to the activities under the fraud
and abuse control program established under
this subsection.

'(5) AUTHORITY OF INSPECTOR GENERAL,—
Nothing in this Act shall be constrr.,ed to dimin-
ish the authority of any Inspector General, in-
cluding such authority as provided in the In-
spector General Act of 1978 (5 U.S.C. App.).

"(b) ADDITIONAL USE OF FUNDS BY INSPECTOR
GENERAL. —

"(1) REIMBURSEMENTS FOR INVESTIGATIONS.—
The Inspector General of the Department of
Health and Human Services is authorized to re-
ceive and retain for current use reimbursement
for the costs of conducting investigations and
audits and for monitoring compliance plans
when such costs are ordered by a court, volun-
tarily agreed to by the payer, or otherwise.

"(2) CREDITING—Funds received by the In-
spector General under paragraph (1) as reim-
bursement for costs of conducting investigations
shall be deposited to the credit of the appropria-
tion from which initially paid or to appropria-
tions for similar purposes currently available at
the time of deposit, and shall remain available
for obligation for 1 year from the date of the de-
posit of such funds.

'(c) HEALTH PLAN DEFINED—FOr purposes of
this section. the term 'health plan ' means a plan
or program that provides health benefits, wheth-
er directly, through insurance, or otherwise.
and includes—

'(1) a policy of health insurance:
'(2) a contract of a service benefit organiza-

tion; and
'(3) a membership agreement with a health

maintenance organization or other prepaid
health plan.

(b) ESTABLISHMENT OF HEALTH CE FR4 UD
AND ABUSE CONTROL ACCOUNT IN FEDERAL HOS-
PITAL INSURANCE TRUST FUND—Section 1817 (42
U.S.C. 1395i) is amended by adding at the end
the following new subsection:

(k) HEALTH CARE FRAUD AND ABUSE CON-
TROL ACCOUNT.—

(1) ESTABLISHMENT. — There is hereby estab-
Jished in the Trust Fund an expenditure ac-
count to be known as the 'Health Care Fraud
and Abuse Control Account (in this subsection
referred to as the 'Account').

'(2) APPROPRIATED AMOU)'rrS TO TRUST
FUND. —

"(A) IN GENERAL—There are hereby appro-
pria ted to the Trust Fund—

'(I) such gifts and bequests as may be made as
provided in subparagraph (B):

(ii) such amounts as may be deposited in the
Trust Fund as provided in sections 7141(b) and
7142(c) of the Balanced Budget Reconciliation
Act of 1995. and title XI; and

"(iii) such amounts as are transferred to the
Trust Fund under subparagraph (C).

(B) AUTHORIZATION TO ACCEPT GIFTS—The
Trust Fund is authorized to accept on behalf of
the United States money gifts and bequests
made unconditionally to the Trust Fund, for the
benefit of the Account or any activity financed
through the Account.

'(C) TRANSFER OF AMOUNTS—The Managing
Trustee shall transfer to the Trust Fund, under
rules similar to the rules in section 9601 of the
Internal Revenue Code of 1986. an amount equal
to the sum of the following:

(i) Criminal fines recovered in cases involv-
ing a Federal health care offense (as defined in
section 982(a)(6) (B) of title 18. United 5tates
Code).

(ii) Civil monetary penalties and assessments
imposed in health care cases, including amounts
recovered under titles XI, XVIII, and XXI, and
chapter 38 of title 31, United 5tates Code (except
as otherwise provided by law).
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'(iii) Amounts resulting from the forfeiture of

property by reason of a Federal health care of-
fense.

'(iv) Penalties and damages obtained and
otherwise creditable to miscellaneous receipts of
the general fund of the Treasury obtained under
sections 3729 through 3733 of title 31, United
5tates Code (known as the False Claims Act), in
cases involving claims related to the provision of
health care items and services (other than funds
a warded to a relator, for restitution or otherwise
authorized by law).

"(3) APPROPRIATED AMOUNTS TO ACCOUNT.—
"(A) IN GENERAL—There are hereby appro-

priated to the Account from the Trust Fund
such sums as the Secretazy and the Attorney
General certify are necessazy to carry Out the
purposes described in subparagraph (B). to be
available without further appropriationS in an
amount—

'(i) with respect to activities of the Office of
the Inspector General of the Department of
Health and Human Services and the Federal
Bureau of Investigations in carrying out such
purposes. not less than—

"(I) for fiscal year 1996, $110,000,000
"(II) for fiscal year 1997, $140, 000.000.
"(III) for fiscal year 1998, $160. 000000.
"(IV) for fiscal year 1999. $185,000,000.
"(TI) for fiscal year 2000. $215, 000,000,
"(VI) for fiscal year 2001. $240,000,000, and
"(VII) for fiscal year 2002. $270. 000,000; and
'(ii) with respect to all activities (including

the activities described in clause (i)) in cartying
out such purposes. not more than—

"(I) for fiscal yer 1996, $200. 000.000. and
"(II) for each of the fiscal years 1997 through

2002, the limit for the preceding fiscal year, in-
creased by 15 percent: and

"(iii) for each fiscal year after fiscal year
2002. within the limits for fiscal year 2002 as de-
termined under clauses (i) and (ii).

'(B) USE OF FUNDS—The purposes described
in this subparagraph are as follows:

"(i) GENERAL USE. —To cover the costs (includ-
ing equipment, salaries and benefits. and travel
and training.) of the administration and oper-
ation of the health care fraud and abuse control
program established under section 1 128C(a), in-
cluding the costs of—

'(I) prosecuting health care matters (through
criminal, civil. and administrative proceedings).

'(II) investigations;
'(III) financial and performance audits of

health care programs and operations;
"(IV) inspections and other evaluations; and
'(V) provider and consumer education regard-

ing compliance with the provisions of title XI.
"(ii) USE BY STATE MEDICAiD FRAUD CONTROL

UNITS FOR INVESTIGATION REIMBURSEMENTS. —To
reimburse the various State medicaid fraud con-
trol units upon request to the Secretazy for the
costs of the activities authorized under section
2134(b).

"(4) ANNUAL REPORT—The 5ecretary and the
Attorney General shall submit jointly an annual
report to Congress on the amount of revenue
which is generated and disbursed, and the jus-
tification for such disbursements, by the Ac-
count in each fiscal year.
SEC. 7102. APPLICATION OF CERTAIN HEALTH

ANTI-FRAUD AND ABUSE SANCTIONS
TO FRAUD AND ABUSE AGAINST FED.
ERAL HEALTHPROGRAMS.

(a) CRIMES.—
(1) SOCIAL SECURITY ACT—Section 1128B (42

U.S.C. 1320a—7b) is amended as follows:
(A) In the heading, by striking "MEDICARE OR

STATE HEALTH CARE PROGRAMS" and inserting
"FEDERAL HEALTH CARE PROGRAMS".

(B) In subsection (a)(1), by striking 'a pro-
gram under title XVIII or a State health care
program (as defined in section 1128(h))" and in-
serting "a Federal health care program".

(C) In subsection (a)(5). by striking 'a pro-
gram under title XVIII or a State health care
program' and inserting 'a Federal health care
program".
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(D) In the second sentence of subsection (a)—
(0 by striking a State plan approved under

title XIX.. and inserting a Federal health care
program, and

(ii) by striking the State may at its option
(notwithstanding any other provision of that
title or of such plan) and inserting the ad-
ministrator of such program may at its option
(notwithstanding any other provision of such
program)

(E) In subsection (b), by striking "title XVIII
or a State health care program" each place it
appears and inserting a Federal health care
program'.

(F) In subsection (c), by inserting "(as defined
in section 1128(h))" after 'a State health care
programS'.

(C) By adding at the end the following new
subsection:

(1) For purposes of this section, the term
'Federal health care program• means—

'(I) any plan orprcgram that provides health
benefits, whether directly, through insurance,
or otherwise, which is funded, in whole or in
part, by the United States Government; or

(2) any State health care program, as de-
fined in section 1128(h).

(2) IDENJIFICA nON OF COMMUNITY SERVICE
OPPORTUNITIES—Section 1 128B (42 U. S.C.
1320a-7b) is further amended by adding at the
end the following new subsection:

'(g) The Secretary may—
(1) in consultation with State and )cal

health care officials, identify opportunities for
the satisfaction of community service obligations
that a court may impose upon the conviction of
an offense under this section. and

'(2) make information concerning such oppor-
tunities available to Federal and State law en-
forcement officers and State and local health
care officials.

(b) EFFECTIVE DATE—The amendments made
by this section shall take effect on January 1.
1996.

SEC. 7103. HEALTH CARE FRAUD AND ABUSE
GUIDANCE.

Title XI (42 U.S.C. 1301 et seq.), as amended
by section 7101. is amended by inserting after
section 1128C the following new section:

"HEALTH CARE FRAUD AND ABUSE GUIDANCE
"SEC. 1128D. (a) SOLICITATION AND PUELICA-

TION OF MODIFICATIONS 70 EXISTING SE HAR-
BORS AND NEW SAFE HARBORS.—

'(1) IN GENERAL.—
"(A) SOLICITATION OF PROPOSALS FOR SAFE

HARBORS—Not later than January 1, 1996, and
not less than annually thereafter, the Secretary
shall publish a notice in the Federal Register so-
liciting proposals, which will be accepted during
a 60-day period, for—

'(i) modifications to existing safe harbors is-
sued pursuant to section 14(a) of the Medicare
and Medicaid Patient and Program Protection
Act of 1987 (42 US. C. 1320a-7b note):

"'ii, additional safe harbors specifying pay-
ment practices that shall not be treated as a
criminal offense under section 1128B(b) and
shall not serve as the basis for an exclusion
under section 1128(b) (7):

'(iii') interpretive rulings to be issued pursu-
ant to subsection (Z); and

"(iv) special fraud alerts to be issued pursu-
ant to subsection (c).

'(B) PUBLICATION OF PROPOSED MODIFICA -
TIONS AND PROPOSED ADDITIONAL SAFE HAR-
BORS. —After considering the proposals described
in clauses (i) and (ii) of subparagraph (A). the
Secretary, in consultation with the Attorney
General, shall publish in the Federal Register
proposed modifications to existing safe harbors
and proposed additional safe harbors, if appro-
priate, with a 60-day comment period. After con-
sidering any public comments received during
this period, the Secretary shall issue final rules
modifying the existing safe harbors and estab-
lishing new safe harbors, as appropriate.

"(C) REPORT—The Inspector General of the
Department of Health and Human Services (in
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this section referred to as the 'Inspector Gen-
eral') shall, in an annual report to Congress or
as part of the year-end semiannual report re
quired by section 5 of the Inspector General Act
of 1978 (5 U.S. C. App.). describe the proposals
received under clauses (i) and (ii) of subpara-
graph (A) and explain which proposals were in-
cluded in the publication described in subpara-
graph (B), which proposals were not included in
that publication, and the reasons for the rejec-
tion of the proposals that were not included.

'(2) CRITERIA FOR MODIFYING AND ESTABLISH-
ING SAFE HARBORS—In modifying and establish-
ing safe harbors under paragraph (l)(B), the
Secretary may consider the extent to which pro-
viding a safe harbor for the specified payment
practice may result in any of the following:

'(A) An increase or decrease in access to
health care services.

"(B) An increase or decrease in the quality of
health care services.

'(C) An increase or decrease in patient free-
dom of choice among health care providers.

"(D) An increase or decrease in competition
among health care providers.

"(E) An increase or decrease in the ability of
health care facilities to provide services in medi-
cally underserved areas or to medically under-
served populations.

"(F) An increase or decrease in the cost to
Federal health care programs (as defined in sec-
tion 1128B(f)).

"(G) An increase or decrease in the potential
overutilization of health care services.

"(7-f) The existence or nonexistence of any po-
tential financial benefit to a health care profes-
sional or provider which may vary based on
their decisions of—

'(i) whether to order a health care item or
service; or

"(ii') whether to arrange for a referral of
health care items or services to a particular
practitioner or provider.

"(I) Any other factors the Secretary deems ap-
propriate in the interest of preventing fraud and
abuse in Federal health care programs (as so de-
fined).

"(b) INTERPRETIVE RULINGS.—
"(1) IN GENERAL.—
"(A) REQUEST FOR INTERPRETIVE RULING. —

Any person may present, at any time, a request
to the Inspector General for a statement of the
Inspector General's current interpretation of the
meaning of a specific aspect of the application
of sections 1128A and 1128B (in this section re-
ferred to as an interpretive ruling 7.

"(B) ISSUANCE AND EFFECT OF INTERPRETIVE
RULING. —

'(i) IN GENERAL. —If appropriate, the Inspec-
tor General shall in consultation with the A ttor-
ney General, issue an interpretive ruling not
later than 90 days after receiving a request de-
scribed in subparagraph (A). Interpretive rul-
ings shall not have the force of law and shall be
treated as an interpretive rule within the mean-
ing of section 553(b) of title 5, United States
Code. All interpretive rulings issued pursuant to
this clause shall be published in the Federal
Register or otherwise made available for public
inspection.

'(ii) REASONS FOR DENIAL. —If the Inspector
General does not issue an interpretive ruling in
response to a request described in subparagraph
(A). the Inspector General shall notify the re-
questing party of such decision not later than 60
days after receiving such a request and shall
identify the reasons for such decision.

'(2) CRITERIA FOR INTERPRETIVE RULINGS. —
"(A) IN GENERAL—In determining whether to

issue an interpretive ruling under paragraph
(1) (B). the Inspector General may consider—

(1) whether and to what extent the request
identifies an ambiguity within the language of
the statute, the existing safe harbors, or pre-
vious interpretive rulings; and

'(ii) whether the subject of the requested in-
terpretive ruling can be adequately addressed by
interpretation of the language of the statute,
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the existing safe harbor rules, or previous inter-
pretive rulings, or whether the request would re-
quire a substantive ruling (as defined in section
552 of title 5, United States Code) not authorized
under this subsection.

"(B) NO RULINGS ON FACTUAL ISSUES. — The In-
spector General shall not give an interpretive
ruling on any factual issue, including the intent
of the parties or the fair market value of par-
ticular leased space or equipment.

'(c) SPECIAL FRAUD ALERTS.—
"(1) IN GENERAL. —
"(A) REQUEST FOR SPECIAL FRAUD ALERTS.—

Any person may present, at any time, a request
to the Inspector General for a notice which in-
forms the public of practices which the Inspec-
tor General considers to be suspect or of particu-
lar concern under section 1128B(b) (in this sub-
section referred to as a 'special fraud alert 7.

"(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS—Upon receipt of a request de-
scribed in subparagraph (A), the Inspector Gen-
eral shall investigate the subject matter of the
request to determine whether a special fraud
alert should be issued. If appropriate, the In-
spector General shall issue a special fraud alert
in response to the request. All special fraud
alerts issued pursuant to this subparagraph
shall be published in the Federal Register.

"(2) CRITERIA FOR SPECIAL FRAUD ALERTS—In
determining whether to issue a special fraud
alert upon a request described in paragraph (1),
the Inspector General may consider—

"(A) whether and to what extent the practices
that would be identified in the special fraud
alert may result in any of the consequences de-
scribed in subsection (a)(2); and

"(B) the volume and frequency of the conduct
that would be identified in the special fraud
alert.

Subchapter B—Revisions to Current
Sanctions for Fraud and Abuse

SEC. 7111. MANDATORY EXCLUSION FROM PAR-
TICIPA TION IN MEDICARE AND
STATE HEALTH CARE PROGRAMS.

(a) INDIVIDUAL CONVICTED OF FELONY RELAT-
ING TO HEALTH C FRAUD. —

(1) IN GENERAL—Section 1128(a) (42 U.S.C.
1320a-7(a)) is amended by adding at the end the
following new paragraph:

"(3) FELONY CONVICTION RELATING 70 HEALTH
CARE FRAUD—Any individual or entity that has
been convicted after the date of the enactment
of the Health Care Fraud and Abuse Prevention
Act of 1995. under Federal or State law, in con-
nection with the delivery of a health care item
or service or with respect to any act or omission
in a health care program (other than those spe-
cifically described in paragraph (1)) operated by
or financed in whole or in part by any Federal.
State, or local government agency. of a criminal
offense consisting of a felony relating to fraud,
theft, embezzlement, breach of fiduciary respon-
sibility, or other financial misconduct.".

(2) CONFORMING AMENDMENT. —Paragraph (1)
of section 1128(b) (42 U.S.C. 1320a-7(b)) is
amended to read as follows:

"(1) CONvICTION RELATING TO FRAUD. —Any
individual or entity that has been convicted
after the date of the enactment of the Health
Care Fraud and Abuse Prevention Act of 1995.
under Federal or State law—

"(A) of a criminal offense consisting of a mis-
demeanor relating to fraud, theft, embezzlement.
breach of fiduciary responsibility, or other fi-
nancial misconduct—

'(i) in connection with the delivery of a
health care item or service, or

'(ii) with respect to any act or omission in a
health care program (other than those specifi-
cally described in subsection (a)(l)) operated by
or financed in whole or in part by any Federal.
State, or local government agency: or

"(B) of a criminal offense relating to fraud.
theft, embezzlement, breach of fiduciary respon-
sibility, or other financial misconduct with re-
spect to any act or omission in a program (other
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than a health care program) operated by or fi-
nanced in whole or in part by any Fedei-nl.
State, or local government agency.'

(b) INDIVIDUAL CONVIcTED OF FELONY RELAT-
ING TO CO!rrROLLED SUBSTANCE.—

(I) IN GENERAL—Section 1128(a) (42 USC.
1320a-7(a)). as amended by subsection (a). is
amended by adding at the end the following
new paragraph:

(4) FELONY CONVICTION RELATING TO CON-
TROLLED SUBSTANCE—Any individual or entity
that has been convicted after the date of the en-
actment of the Health Care Fraud and Abuse
Prevention Act of 1995, under Federal or State
law, of a criminal offense consisting of a felony
relating to the unlawful manufacture, distnbu-
tion. prescription, or dispensing of a controlled
substance.

(2) CONFORMING AMENDMENT. —Section
1128(b) (3) (42 U.S.C. 1320a-7(b)(3)) is amended—.

(A) in the heading, by striking "CONVICTION"
and inserting 'MISDEMEANOR CONVICTION": and

(B) by striking 'criminal offense and insert-
ing criminal offense consisting of a mis-
demeanor'
SEC. 7112. ESTABlISHMENT OF MINIMUM PERIOD

OF EXCLUSION FOR CERTAIN INDI-
VIDUALS AND ENTTrIES SUBJECT TO
PERMISSIVE EXCLUSION FROM MED-
ICARE AND STATE HEALTH CARE
PROGRAMS.

Section 1128(c)(3) (42 U S.C. 1320a-7(c)(3)) is
amended by adding at the end the following
new subparagraphs:

'(D) In the case of an exclusion of an individ-
ual or entity under paragraph (1), (2). or (3) of
subsection (b). the period of the exclusion shall
be 3 years. unless the Secretary determines in
accordance with published regulations that a
shorter period is appropriate because of mitigat-
ing circumstances or that a longer period is ap-
propriate because of aggravating circumstances.

'(E) In the case of an exclusion of an individ-
ual or entity under subsection (b) (4) or (b)(5),
the period of the exclusion shall not be less than
the period during which the individual's or enti-
ty '5 license to provide health care is revoked.
suspended, or surrendered, or the individual or
the entity is excluded or suspended from a Fed-
eral or State health care program.

"(F) In the case of an exclusion of an individ-
ual or entity under subsection (b) (6) (B). the pe-
hod of the exclusion shall be not less than I
year.
SEC. 7113. PERMISSIVE EXCLUSION OF INDIVID-

UALS WTH OWNERSHIP OR CON-
TROL INTEREST IN SANCTIONED EN-
TTI'IES.

Section 1128(b) (42 U.S.C. 1320a-7(b)) is
amended by adding at the end the following
new paragraph:

"(15) INDIVIDUALS CONTROLLING A SAJVC77ONEE)
ENTITY—Any individual who has a direct or in-
direct ownership or control interest of 5 percent
or more, or an ownership or control interest (as
defined in section 1124 (a) (3)) in. or who is an of-
ficer or managing employee (as defined in sec-
tion 1126(b)) o1 an entity.-'-

'(A) that has been convicted of any offense
described in subsection (a) or in paragraph (1),
(2), or (3) of this subsection, or

"(B) that has been excluded from participa-
tion under a program under title XVIII or under
a State health care program.
SEC. 7114. SANCTIONS AGAINST PRACTiTIONERS

AND PERSONS FOR FAILURE TO
COMPLY WITH STA TW'ORY OBLIGA-
TIONS.

(a) MINIMUM PERIOD OF EXCLUSION FOR
PRACTiTIONERS AND PERSONS FAILING TO MEET
STATUTORY OBLIGA TIONS. —

(1) IN GENERAL. —The second sentence of sec-
tion 1156(b) (1) (42 U.S. C. 1320c—5(b)(1)) is
amended by striking "may prescribe) ' and in-
serting "may prescribe, except that such period
may not be less than 1 year)".

(2) CONFORMING AMENDAfE,VT. —Section
1I56(b)(2) (42 U.S.C. 1320c-5(b)(2)) is amended
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by striking "shall remain" and inserting 'shall
(subject to the minimum period specified in the
second sentence of paragraph (I)) remain

(b) REPEAL OF 'iL/N WILLING OR UNABLE" CON-
DITION FOR IMPOSITION OF SANCTION. —Section
1156(b) (1) (42 US. C. 1320c-5(b) (I)) is amended—

(1) in the second sentence, by striking "and
deteimines" arid all that follows through such
obligations, "; and

(2) by striking the third sentence.
SEC. 7115. INTERMEDIATE SANCTIONS FOR MEDI-

CARE HEALTH MAINTENANCE ORGA-
NIZA TIONS.

(a) APPLICATION OF IJVTERMEDIA TE SANCTIONS
FOR ANY PROGR4r! VIOLA TIONS. —

(1) IN GENERAL—Section 1876(i)(I) (42 U S.C.
1395mm(i) (1)) is amended by striking "the Sec-
retary may terminate' and all that follows and
inserting 'in accordance with procedures estab-
lished under paragraph (9), the Secretary may
at any time terminate any such contract or may
impose the intermediate sanctions described in
paragraph (6)(B) or (6)(C) (whichever is appli-
cable) on the eligible organization if the Sec-
retary determines that the organization—

'(A) has failed substantially to carry Out the
contract;

"(B) is carrying Out the contract in a manner
substantially inconsistent with the efficient and
effective administration of this section; or

'(C) no longer substantially meets the appli-
cable conditions of subsections (b). (c). (e), and
(i9.

(2) OTh'ER INTERMEDIATE SANCTIONS FOR MIS'
CELL4IVEOUS PROGRAM VIOLATIONS. —Section
1876(i)(6) (42 USC. 1395mm (i) (6)) is amended by
adding at the end the following new subpara-
graph:

'(C) In the case of an eligible organization for
which the Secretary makes a determination
under paragraph (1) the basis of which is not
described in subparagraph (A), the Secretary
may apply the following intermediate sanctions:

'(i) Civil money penalties of not more than
$25,000 for each determination under paragraph
(1) if the deficiency that is the basis of the de-
termination has directly adversely affected (or
has the substantial likelihood of adversely af-
fecting) an individual covered under the organi-
zation '5 contract.

'(ii) Civil money penalties of not more than
$10,000 for each week beginning after the initi-
ation of procedures by the Secretary under
paragraph (9) during which the deficiency that
is the basis of a determination under paragraph
(1) exists,

"(iii) Suspension of enrollment of individuals
under this section after the date the Secretary
notifies the organization of a determination
under paragraph (1) and until the Secretary is
satisfied that the deficiency that is the basis for
the determination has been corrected and is not
likely to recur.

(3) PROCEDURES FOR IMPOSING SANCTIONS.—
Section 1876(i) (42 U.S.C. 1395mm(i)) is amended
by adding at the end the following new para-
graph:

"(9) The Secretary may terminate a contract
with an eligible organization under this section
or may impose the intermediate sanctions de-
scribed in paragraph (6) on the organization in
accordance with formal investigation and com-
pliance procedures established by the Secretary
under which—

"(A) the Secretary first provides the organiza-
tion with the reasonable opportunity to develop
and implement a corrective action plan to cor-
rect the deficiencies that were the basis of the
Secretary's determination under paragraph (1)
arid the organization fails to develop or imple-
ment such a plan;

'(B) in deciding whether to impose sanctions.
the Secretary considers aggravating factors such
as whether an organization has a history of de-
ficienqes or has not taken action to correct defi'
ciencies the Secretary has brought to the organi-
ZLt1On '5 attention;

"(C) there are no unreasonable or unneces-
sary delays between the finding of a deficiency
and the imposition of sanctions; and
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"(D) the Secretary provides the organization

with reasonable notice and opportunity for
hearing (including the right to appeal an initial
decision) before imposing any sanction or termni-
nating the contract.

(4) CONFORMING AMENDMEIVTS. —Section
1876 (i) (6) (B) (42 U.S. C. 1395,nrn(i)(6)(B)) is
amended by striking the second sentence.

(b) AGREEMENTS WITH PEER REVIEW ORGANI-
Z,4TIONS.—Section 1876 (i) (7) (A) (42 U.S.C.
l395mmW(7)(A)) is amended by striking "an
agreement" and inserting a written agree-
ment".

(c) EFFECTIVE DATE—The amendments made
by this section shall apply with respect to con-
tract years beginning on or after January 1,
1996.

SEC. 7116. CLARIFICATION OFAND A.DDTrIONS TO
EXCEPTIONS TO ANTI-KICKBACK
PENALTIES.

(a) STUDY—The Secretary of Health and
Human Services (in this subsection referred to
as the 'Secretary") shall conduct a study eval-
uating the benefits of volume and combination
discounts to the medicare program under title
XVIII of the Social Security Act.

(b) CO!7ENTS OF STUDY.—
(1) IN G5,NRAL.—The Secretary. in consulta-

tion with health care providers and manufac-
turers, shall specifically examine the issues as-
sociated with the discounting or other reduc-
dons in price (including reductions in price ap-
plied to combinations of items or services or
both, and reductions made available as part of
capitation, risk sharing, decrease management
or similar programs) obtained by a provider of
services or other entity under title XVIII of the
Social Security Act or a State health care pro-
gram (as defined in section 1128(h) of such Act).

(2) SPECIFIC EVA LUA TION AND IDE!'TTIFICA-
TION.—The Secretary shall evaluate the provi-
sion of discounts on the medicare program
under title XVIII of the Social Security Act and
specifically identify mechanisms to assure that
the medicare program benefits from such dis-
counts.

(c) REPORT.—Not later than 6 months after
the date of the enactment of this Act, the Sec.
retary shall report the findings of the study to
the Committees on Finance and the Judiciary of
the Senate and the Committees on Ways and
Means, Commerce, and the Judiciary of the
House of Representatives.

(d) REGULATIONS—The Secretary shall de-
velop regulations regarding the acceptability of
such discounts based on the findings of the
study described in this subsection. Such regula-
tons shall not become effective unless such reg-
ulations are budget neutral.
SEC. 7117. EFFECTIVE DATE.

The amendments made by this subchapter
shall take effect January 1, 1996.

Subchapter C—Administrative and
Miscellaneous Provisions

SEC. 7121. ESTABLISHMENT OF THE HEALTH
CARE FRAUD AND ABUSE DATA COL-
LECTION PROGRAM.

(a) IN GENERAL—Title XI (42 U.S.C. 1301 et
seq.), as amended by sections 7101 and 7103, is
amended by inserting after section 1128D the
following new section.'

"HEALTH CARE FRAUD AND ABUSE DATA
COLLECTION PROGRAM

"SEC. 1128E. (a) GENERAL PURPOSE. —Not later
than January 1. 1996. the Secretary shall estab-
lish a national health care fraud and abuse
data collection program for the reporting of
final adverse actions (not including settlements
in which no findings of liability have been
made) against health care providers, suppliers,
or practitioners as required by subsection (b),
with access as set forth in subsection (c).

"(b) REPORTING OF INFORMATION. —
'(1) IN GENERAL.—Each government agency

and health plan shall report any final adverse
action (not including settlements in which no
findings of liability have been made) taken
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against a health care provider, supplier, or
practitioner.

(2) INFORMATION TO BE REPORTED—The in-
formation to be reported under paragraph (I) in-
cludes.'

(A) The name and TIN (as defined in section
7701(a) (4.!) of the Internal Revenue Code of
1986) of any health care provider, supplier, or
practitioner who is the subject of a final adverse
action.

• (B) The name (if known) of any health care
entity with which a health care provider, sup-
plier, or practitioner is affiliated or associated.

• (C) The nature of the final adverse action
and whether such action is on appeal.

• (D) A description of the acts or omissions
and injuries upon which the final adverse ac-
tion was based, and such other information as
the Secretary determines by regulation is re-
quired Jbr appropriate interpretation of infor-
mation reported under this section.

• '31 CONFIDEzrrIALrry.—In determining what
information is required, the Secretazy shall in-
clude procedures to assure that the privacy of
individuals receiving health care services is ap-
propriately protected

(4) TIMING AND FORM OF REPORTING—The
information required to be reported under this
subsection shall be reported regularly (but not
less often than monthly) and in such form and
manner as the Secretary prescribes. Such infor-
mation shall first be required to be reported on
a date specified by the Secretary.

"(5) TO WHOM REPORTED. — The information
required to be reported under this subsection
shall be reported to the Secretary.

• (c) DISCLOSURE AND CORRECTION OF INFOR-
MA TION. —

(1) DISCLOSURE. —With respect to the infor-
mation about final adverse actions (not includ-
ing settlements in which no findings of liability
have been made) reported to the Secretary under
this section respecting a health care provider.
supplier, or practitioner, the Secretary shall, by
regulation, provide for—

(A) disclosure of the information, upon re-
quest. to the health care provider, supplier, or
licensed practitioner, and

'(B) procedures in the case of disputed accu-
racy of the information.

(2) CORRECTIONS—Each Government agency
and health plan shall report corrections of in-
formar ion already reported about any final ad-
verse action taken against a health care pro-
vider. supplier, or practitioner, in such form and
manner that the Secretary prescribes by rgula-
tion.

'(d) ACCESS TO REPORTEDINFORMATION..—
"(1) AVAILABILiTY—The information in this

database shall be available to Federal and State
government agencies and health plans pursuant
to procedures that the Secretaiy shall provide
by regulation.

"(2) FEES FOR DISCLOSURE—The Secretary
may establish or approve reasonable fees Jbr the
disclosure of information in this database (other
than with respect to requests by Federal agen-
cies). The amount of such a fee shall be suffi-
cient to recover the full costs of operating the
database. Such fees shall be available to the
Secretary or, in the Secretary's discretion to the
agency designated under this section to cover
such costs.

"(e) PROTECTION FROM LIABILITY FOR RE-
PORTING. —No person or entity, including the
agency designated by the Secretazy in sub-
section (b)(5) shall be held liable in any civil ac-
tion with respect to any report made as required
by this section, without knowledge of the falsity
of the information contained in the report.

"(i7 DEFINITIONS AND SPECIAL RULES—For
purposes of this section.

'(I) FINAL ADVERSE ACTION.—
(4) IN GENERAL—The term 'final adverse ac-

tion includes:
'(I) Civil judgments against a health cdre pro-

vider, supplier, or practitioner in Federal or
State court related to the delivery of a health
care item or service.
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"(ii) Federal or State criminal convictions re-

lated to the delivery of a health care item or.
service.

"(iii) Actions by Federal or State agencies re-
sponsible for the licensing and certification of
health care providers, suppliers, and licensed
health care practitioners, including—

"(I) formal or official actions, such as revoca-
tion or suspension of a license (and the length
of any such suspension), reprimand, censure or
probation,

"(II) any other loss of license or the right to
apply for, or renew, a license of the provider,
supplier, or practitioner, whether by operation
of law, voluntary surrender, non-renewability.
or otherwise, or

'(III) any other negative action or finding by
such Federal or State agency that is publicly
available information.

"(iv) Exclusion from participation in Federal
or State health care programs.

"(v) Any other adjudicated actions or deci-
sions that the Secretary shall establish by regu-
lation.

'(B) EXCEPTION. — The term does not include
any action with respect to a malpractice claim.

"(2) PRACTITIONER—The terms ?icensed
health care practitioner', licensed practitioner'.
and practitioner' mean, with respect to a State,
an individual who is licensed or otherwise au-
thorized by the State to provide health care
services (or any individual who, without au-
thority holds himself or herself out to be so li-
censed or authorized).

"(3) HEALTH CARE PROVIDER—The term
'health care provider' means a provider of serv-
ices as defined in section 1861(u). and any en-
tity. including a health maintenance organiza-
tion, group medical practice, or any other indi-
vidual or entity listed by the Secretary in regu-
lation, that provides health care services.

"(4) SUPPLIER—The term 'supplier' means a
supplier of health care items and services de-
scribed in subsections (a) and (b) of section 1819
and section 1861.

"(5) GOVERNMEIrT AGENCY—The term 'Gov-
ernment agency' shall include.'

'(A) The Department of Justice.
"(B) The Department of Health and Human

Services.
"(C) Any other Federal agency that either ad-

ministers or provides payment for the delivery of
health care services, including, but not limited
to the Department of Defense and the Veterans'
Administration.

"(D) State law enforcement agencies.
'(E) State medicaid fraud control units.
'(F) Federal or State agencies responsible for

the licensing and certification of health care
providers and licensed health care practitioners.

"(6) HEALTH PLAN. — The term 'health plan'
has the meaning given such term by section
1128C(c).

"(7) DETERMINATION OF CONVICTION—For
purposes of paragraph (1). the existence of a
conviction shall be determined under paragraph
(4) of section 1128(j).

(b) IMPROVED PREVEIV7'ION IN ISSUANCE OF
MEDICARE PROVIDER NUMBERS. —Section 1842(r)
(42 U.S.C. 1395u(r)) is amended by adding at the
end the following new sentence.' 'Under such
system, the Secretary may impose appropriate
fees on such physicians to cover the costs of in-
vestigation and recertification activities with re-
spect to the issuance of the identifiers.
SEC. 7122. ELIMINATION OF RE4SONABLE COST

REIMBURSEMENT FOR CERTAIN
LEGAL FEES.

Section 1861(v) (1) (R) (42 U.S. C. 1395x(v)(l)(R))
is amended by striking "section 1869(b)" and in-
serting 'section 1869(a) or (b)'.

Subchapter D—Civil Monetary Penalties
SEC. 7131. SOCIAL SECURITY ACT CIVIL MONE-

TARY PENALTIES.
(a) GENERAL CIVIL MONETARY PENALTIES. —

Section 1128A (42 U.S.C. 1320a-7a) is amended
as follows.
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(1) In the third sentence of subsection (a). by

striking 'programs under title XVIII" and in-
serting "Federal health care programs (as de-
fined in section 1128B (1) (1))".

(2) In subsection (i7—
(A) by redesi'gnating paragraph (3) as para-

graph (4),' and
(B) by inserting after paragraph (2) the fol-

lowing new paragraph.' -

"(3) With respect to amounts recovered arising
out of a claim under a Federal health care pro-
gram (as defined in section 1128B(i9), the por-
tion of such amounts as is determined to have
been paid by the program shall be repaid to the
program. and the portion of such amounts at-
tributable to the amounts recovered under this
section by reason of the amendments made by
the Health Care Fraud and Abuse Prevention
Act of 1995 (as estimated by the Secretary) shall
be deposited into the Federal Hospital Insurance
Trust Fund pursuant to section 1817(k) (2) (C).

(3) In subsection (i)—
(A) in paragraph (2), by striking "title V.

XVIII, XIX or XX of this Act" and inserting
"a Federal health care program (as defined in
section 1128B(0)

(B) in paragraph (4), by striking "a health in-
surance or medical services program under title
XVIII or XIX of this Act"and inserting "a Fed-
eral health care program (as so defined) ", and

(C) in paragraph (5), by striking "title V,
XVIII. XIX or XX" and inserting "a Federal
health care program (as so defined)

(4) By adding at the end the following new
subsection.'

"(m)(l) For purposes of this section, with re-
spect to a Federal health care program not con-
tained in this Act. references to the Secretary in
this section shall be deemed to be references to
the Secretary or Administrator of the depart-
ment or agency with jurisdiction over such pro-
gram and references to the Inspector General of
the Department of Health and Human Services
in this section shall be deemed to be references
to the Inspector General of the applicable de-
partment or agency.

"(2)(A) The Secretary and Administrator of
the departments and agencies referred to in
paragraph (1) may include in any action pursu-
ant to this section, claims within the jurisdic-
tion of other Federal departments or agencies as
long as the following conditions are satisfied:

'(i) The case involves primarily claims submit-
ted to the Federal health care programs of the
department or agency initiating the action.

"(ii) The Secretary or Administrator of the de-
partment or agency initiating the action gives
notice and an opportunity to participate in the
investigation to the Inspector General of the de-
partment or agency with primary jurisdiction
over the Federal health care programs to which
the claims were submitted.

"(B) If the conditions specified in subpara-
graph (A) are fulfilled, the Inspector General of
the department or agency initiating the action is
authorized to exercise all powers granted under
the Inspector General Act of 1978 with respect to
the claims submitted to the other departments or
agencies to the same manner and extent as pro-
vided in that Act with respect to claims submit-
ted to such departments or agencies.

(b) EXCLUDED INDIVIDUAL RETAINING OWNER-
SHIP OR CONTROL INTEREST IN PARTICIPATING
Ezrrzry. —Section 1 128A (a) (42 U.S.C. 1320a-
7a(a)) is amended—

(1) by striking "or" at the end of paragraph
(l)(D);

(2) by striking ", or at the end of paragraph
(2) and inserting a semicolon;

(3) by striking the semicolon at the end of
paragraph (3) and inserting ".' or'; and

(4) by inserting after paragraph (3) the follow-
ing new paragraph.'

"(4) in the case of a person who is not an or-
ganization, agency. or other entity, is excluded
from participating in a program under title
XVIII or a State health care program in accord-
ance with this subsection or under section 1128



October 30, 1995
and who, at the time of a violation of this sub-
section. retains a direct or indirect ownership or
control interest of 5 percent or more, or an own-
ership or control interest (as defined in section
1124(a) (3)) in. or who is an officer or managing
employee (as defined in section 1126(b)) o/ an
entity that is participating in a program undcr
title XVIII or a State health care program:

(c) MODIFICATIONS OF AMOUNTS OF PENALTIES
AND ASSESSMENTS. —Section 1128A (a) (42 U.S. C.
1320a-la(a)). as amended by subsection (b). is

amended in the matter following paragraph
(4)—

(1) by striking '$2. 000" and irisertins
"$10,000':

(2) by inserting '; in cases under paragraph
(4). $10,000 for each day the prohibited relation
ship occurs' after "false or misleading inforrna-
tion was given and

(3) by striking twice the amount' and insert-
ing '3 times the amountS'.

(d) CLAIM FOR ITEM OR SERVICE BASED ON IN-
CORRECT CODING OR MEDICALLY UNNECESSARY
SERVICES—Section 1128A(a)(1) (42 U.S.C. 1320a-
la(a)(l)) is amended—

(1) in subparagraph (A) by striking
'claimed.' and inserting claimed, including

any person who engages in a pattern or practice
of presenting or causing to be presented a claim
for an item or service that is based on a code
that the person knows or has reason to know
will result in a greater payment to the person
than the code the person knows or has reason to
know is applicable to the item or se/vice actu-
ally provided

(2) in subparagraph (C). by striking 'or" at
the end:

(3) in subparagraph (D), by striking "; or'
and inserting ". or': and

(4) by insertin° after subparagraph (D) the
following new subparagraph:

"(E) is for a medical or other item or service
that a person knows or has reason to know is
not medically necessary; or

(e) PERMITTING SECRETARY TO IMPOSE CIVIL
MONETARY PENALTY. —Section 1128A(b) (42
U.S.C. 1320a-7a(a)) is amended by adding the
following new paragraph:

'(3) Any person (including any organization.
agency. or other entity. but excluding a bene-
ficiary as defined in subsection (i)(5)) who the
Secretary determines has violated section
1128B(b) of this title shall be subject to a civil
monetary penalty of not more than 10,000 for
each such violation. In addition, such person
shall be subject to an assessment of not more
than twice the total amount of the remuneration
offered, paid. solicited, or received in violation
of section 1128B(b). The total amount of remu-
neration subject to an assessment shall be cal-
culated without regard to whether some portion
thereof also may have been intended to serve a
purpose other than one proscribed by section
1128B(b).

(I) SANCTIONS AGAINST PR.ACTITIONFRS AND
PERSONS FOR FAILURE TO COMPLY WITH STATU-
TORY OBLIGATIONS—Section 1156 (b) (3) (42

U.S.C. 1320c-5(b)(3)) is amended by striking
'the actual or estimated cost" and inserting
up to $10. 000 for each instance'.
(g) PROCEDURAL PROVISIONS. —Section

1876(i) (6) (42 US. C. l395mmW (6)). as amended
by section 7115(a) (2,), is amended by adding at
the end the following new subparagraph:

'(D) The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under subparagraph (B) (I)
or (C) (I) in the same manner as such provisions
apply to a civil money penalty or proceeding
under section 1128A (a).

(h) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER PRO-
GRAMS OR PLANS. —

(1) OFFER OF REMUNERATION. —Section
1128A (a) (42 U.S.C. 1320a-la(a)) is amended—

(A) by striking 'or' at the end of paragraph
(1)(D);

(B)bysrriking ', or"arthe end of paragraph
(2) and inserting a semicolon:
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(C) by striking the semicolon at the end of

paragraph (3) and inserting ": or": and
(D) by inserting after paragraph (3) the fol-

lowing new paragraph:
"(4) offers to or transfers remuneration to any

individual eligible for benefits under title XVIII
of this Act, or under a State health care pro-

gram (as defined in section 1128(h)) that such
person knows or should know is likely to influ-
ence such individual to order or receive from a
particular provider, practitioner. or supplier
any item or service for which payment may be
made, in whole or in part, under title XVIII. or
a State health care program;'.

(2) REMUNERATION DEFINED. —Section 1 128A (i)
(42 U.S. C. 1320a-7a(i)) is amended by adding the
following new paragraph:

"(6) The term 'remuneration' includes the

waiver of coinsurance and deductible amounts
(or any part thereof), and transfers of items or

services for free or for other than fair market
value. The term 'remuneration does not in-
clude—

'(A) the waiver of coinsurance and deductible

amounts by a person, if—
"(i) the waiver is not offered as part of any

advertisement or solicitation:

"(ii) the person does not routinely waive coin-
surance or deductible amounts: and

"(iii) the person—
"(7) waives the coinsurance and deductible

amounts after determining in good faith that
the individual is in financial need:

'(.11) fails to collect coinsurance or deductible
amounts after making reasonable collection ef-
forts; or

"(III) provides for any permissible waiver as
specified in section 1128B (b) (3) or in regulations
issued by the Secretay;

'(B) differentials in coinsurance and deduct-
ible amounts as part of a benefit plan design as
long as the differentials have been disclosed in
writing to all beneficiaries, third party payers.
and providers, to whom claims are presented
and as long as the differentials meet the stand-
ards as defined in regulations promulgated by
the Secretary not later than 180 days after the
date of the enactment of the Health Care Fraud
and Abuse Prevention Act of 1995; or

'(C) incentives given to individuals to pro-
mote the delivery of preventive care as deter-
mined by the Secretary in regulations so pro-
mulgated.

(I) EFFECTIVE DATE—The amendments made
by this section shall take effect January 1, 1996.
Subchapter E—Amendments to Criminal Law

SEC. 7141. HEALTH CA RE FRAUD.
(a) IN GENERAL. —
(1) FINES AND IMPRISONMENT FOR HEALTH

CARE FRAUD VIOLATIONS—Chapter 63 of title 18.
United States Code, is amended by adding at the
end the following new section.'
"S1347. Health care fraud

'(a) Whoever knowingly and willfully exe-
cutes, or attempts to execute, a scheme or arti-
fice—

"(1) to defraud any health plan or other per-
son. in connection with the delivery of or pay-
ment for health care benefits, items, or services:
or

'(2) to obtain, by means of false or fraudulent
p1tenses. representations. or promises, any oT
the money or property owned by, or under the
custody or control of any health plan. or per-
son in connection with the delivery of or pay-
ment for health care benefits. items, or services,-
shall be fined under this title or imprisoned not
more than 10 years. or both. If the violation re-
sults in serious bodily injury (as defined in sec-
tion 1365(g) (3) of this title). such person may be
imprisoned for any term of years.

(b) For purposes of this section, the term
health plan' has the same meaning given such
term in section 1128C(c) of the Social Security
Ace,

(2) CLERICAL AMENDMENT—The table of sec-
tions at the beginning of chapter 63 of title 18,
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United States Code, is amended by adding at the
end the following:
"1347. Health care fraud,

(b) CRIMINAL FINES DEPOSITED IN FEDERAL
HOSPITAL INSURANCE TRUST FUND—The Sec-
retary of the Treasury shall deposit into the
Federal Hospital Insurance Trust Fund pursu-
ant to section 1817(k)(2)(C) of the Social Secu-
rity Act, as added by section 7101(b). an amount
equal to the criminal fines imposed under sec-
tion 1347 of title 18. United States Code (relating
to health care fraud).
SEC. 7hz FORFEITURES FOR FEDERAL HE4LTH

CARE OFFENSES.
(a) IN GENERAL. —Section 982(a) of title 18.

United States Code. is amended by adding after
paragraph (5) the following new paragraph:

'(6)(A) The court, in imposing sentence on a
person convicted of a Federal health care of-
fense. shall order the person to forfeit property.
real or personal. that constitutes or is derived,
directly or indirectly, from gross proceeds trace-
able to the commission of the offense.

"(B) For purposes of this paragraph. the term
'Federal health care offense' means a violation

of or a criminal conspiracy to violate—
'(i) section 1347 of this title;
"(ii) section 1128B of the Social Security Act;

and
'(iii) sections 287, 371. 661, 666, 669, 1001. 1027.

1341, 1343, 1920. or 1954 of this title if the viola-
tion or conspiracy relates to health care
fraud.

(b) CONFORMING AMENDMEWT,—Section
982(b) (1) (A) of title 18. United States Code, is
amended by inserting "or (a) (6) "after "(a) (1)".

(c) PROPERTY FORFEITED DEPOSiTED IN FED-
ERAL HOSPITAL INSURANCE TRUST FUND. —

(1) IN GENERAL—After the payment of the
costs of asset forfeiture has been made, and not-
withstanding any other provision of law, the
Secretay of the Treasury shall deposit into the
Federal Hospital Insurance Trust Fund pursu-
ant to section 1817(k) (2)(C) of the Social Secu -
rity Act, as added by section 7101(b). an amount
equal to the net amount realized from the for-
feiture of property by reason of a Federal health
care offense pursuant to section 982 (a) (6) of title
18. United States Code.

(2) COSTS OF ASSET FORFEITURE—For pur-
poses of paragraph (1). the term "payment of
the costs of asset forfeiture "means—

(A) the payment, at the discretion of the At-
torney General, of any expenses necessary to
seize, detain. inventory, safeguard, maintain,
advertise. sell. or dispose of property under sei-
zure. detention, or forfeited, or of any other
necessary expenses incident to the seizure, de-
tention. forfeiture, or disposal of such property.
including payment for—

(i) contract services,
(ii) the employment of outside contractors to

operate and manage properties or provide other
specialized services necessary to dispose of such
properties in an effort to maximize the return
from such properties; and

(iii) reimbursement of any Federal. State, or
local agency for any expenditures made to per-
form the functions described in this subpara-
graph:

(B) at the discretion of the Attorney General,
the payment of awards for information or assist-
ance leading to a civil or criminal forfeiture in -
vol ving any Federal agency participating in the
Health Care Fraud and Abuse Control Account:

(C) the compromise and payment of valid liens
and mortgages against property that has been
forfeited, subject to the discretion of the A ttor-
ney General to detemiine the validity of any
such lien or mortgage arid the amount of pay-
ment to be made, and the employment of attor-
neys and other personnel skilled in State real es-
tate law as necessary:

(D) payment authorized in connection with
remission or mitigation procedures relating to
property forfeited: and
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(E) the payment of State and local property

taxes on forfeited real property that accrued be-
tween the date of the violation giving rise to the
forfeiture and the date of the forfeiture order.
SEC. 7143. INJUNCTIvE RELIEF REL4TING :ro

FEDERAL HEALTH CARE OFFENSES
(a) IN GENERAL. —Section 1345(a) (1) of title 18,

United States Code, is amended—
(I,) by striking "or" at the end of subpara-

graph (A);
(2) by inserting "or" at the end of subpara-

graph (Li,); and
(3) by adding at the end the following new

subparagraph:
'(C) committing or about to commit a Federal

health care offense (as defined in section
982(a) (6) (B) of this title);.

(b) FREEZING OF ASSETS—Section 1345(a) (2) of
title 18, United States Code, is amended by in-
serting 'or a Federal health care offense (as de-
fined in section 982(a) (6)(B)) 'after 'title)
SEC. 7144. GRAND JURY DISCLOSURE.

Section 3322 of title 18, United States Code, is
amended—

(1) by redesignating subsections (c) and (d) as
subsections (d) and (e), respectively: and

(2) by inserting after subsection (b) the follow-
ing new subsection:

"(c) .4 person who is privy to grand jury in-
formation concerning a Federal health care of-
fense (as defined in Section 982(a) (6) (8,),)—

'(1) i-eceived in the course of duty as an attor-
ney for thE Government; or

"(2) disclosed under rule 6(e) (3)(A) (ii) of the
Federal Rules of Criminal Procedure;
may disclose that information to an attorney for
the Government to use in any investigation or
dvil proceeding relating to health care fraud.
SEC. 7145. FALSE STATEMENTS.

(a) IN GENERAL—Chapter 47 of title 18, Unit-
ed States Code, is amended by adding at the end
the following new section:
IO33. False statements relating to health
care matters

(a) Whoever, in any matter involving a
health plan, knowingly and willfully falsifies.
conceals, or covers up by any trick, scheme, or
device a material fact, or makes any false, ficti-
tious. or fraudulent statements or representa-
tions, or makes or uses any false writing or doc-
umeni knowing the same to contain any false,
fictiti,us. or fraudulent statement or ently,
shall be fined under this title or imprisoned not
more than 5 years, or both.

(b) For purposes of this section. the term
'health plan' has the same meaning given such
term in section 1128C(c) of the Social Security
Act.

(b) CLERiCAL AMENDMENT. —The table of sec-
tions at the beginning of chapter 47 of title 18,
Unitd States Code, in amended by adding at
the end the following:
'1033. False statements relating to health care

matters.
SEC. 7146. OBSTRUCTION OF CRIMINAL JNPS-

TIGA TIONS OF FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAL.—Chapter 73 of title 18, Unit-
ed States Code, is amended by adding at the end
the following new section:
"I5I8 Obstruction of criminal investigations

of Federal health care offenses
'() Whoever willfully prevents, obstructs,

misleads, delays or attempts to prevent, ob-
struct, mislead, or delay the communication of
information or records relating to a Federal
health care offense to a criminal investigator
shall be lined under this title or imprisoned not
mor than 5 years, or both.

'(b) As used in this section the term 'Federal
health care offense' has the same meaning given
such term in section 982(a) (6) (8) of this title.

'(c) As used in this section the term 'criminal
investigator' means any individual duly author-
ized by a department. agency. or armed force of
the United States to conduct or engage in inves-
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tigations for prosecutions for violations of
health care offenses.'

(b) CLERiCAL AMENDMENT.—The table of see-
tions at the beginning of chapter 73 of title 18,
United States Code, is amended by adding at the
end the following:
'1518. Obstruction of Criminal Investigations of

Federal Health Care Offenses.
SEC. 7147. THEFT OR EMBEZZLEMENT.

(a) IN GENERAL—Chapter 31 of title 18, Unit-
ed States Code, is amended by adding at the end
the following new section:
669, Theft or embezzlement in connection

with health care
'(a) Whoever willfully embezzles, steals, or

otherwise willfully and unlawfully converts to
the use of any person other than the rightful
owner, or intentionally misapplies any of the
moneys, funds, securities, premiums. credits,
property, or other assets of a health plan. shall
be fined under this title or imprisoned not more
than 10 years, or both.

'(b) As used in this section the term health
plan' has the same meaning given such term in
section 1128C(c) of the Social Security Act.

(b) CLERICAL AMENDMENT—The table of sec-
tions at the beginning of chapter 31 of title 18.
United States Code, is amended by adding at the
end the following:
'669. Theft or Embezzlement in Connection with

Health Care.
SEC. 7148. L4UNDERJNG OF MONETARY INSTRU-

MEIVTS,
Section 1956(c)(7) of title 18, United States

Code, is amended by adding at the end the fol-
lowing new subparagraph:

'(F) Any act or activity constituting an of-
fense involving a Federal health care offense as
that term is defined in section 982(a)(6)(8) of
this title.
SEC. 7149. AUTHORIZED INVESTIGATIVE DEMAND

PROCEDURES
(a) IN GENERAL.—Cha pter 233 of ritie 18, Unit-

ed States Code, is amended by adding after sec-
tion 3485 the following new section:
"p3486. Authorized investigative demand pro-

cedures
(a) (1) (A) In any investigation relating to

functions set forth in paragraph (2), the Attor-
ney General or designee may issue in writing
and cause to be served a subpoena compelling
production of any records (including any books,
papers, documents, electronic media, or other
objects or tangible things), which may be rel-
evant to an authorized law enforcement inquiry,
that a person or legal entity may possess or
have care, custody, or control.

"(B) A custodian of records may be required
to give testimony concerning the production and
authentication of such records.

'(C) The production of records may be re-
quired from any place in any State or in any
territory or other place subject to the jurisdic-
tion of the United States at any designated
place: except that such production shall not be
required more than 500 miles distant from the
place where the subpoena is served.

"(D) Witnesses summoned under this section
shall be paid the same fees and mileage that are
paid witnesses in the courts of the United
States.

"(E) A subpoena requiring the production of
records shall describe the objects required to be
produced and prescribe a return date within a
reasonable period of time within which the ob-
jects can be assembled and made available.

"(2) Investigative demands utilizing an ad-
ministrative subpoena are authorized for any
investigation with respect to any act or activity
constituting or involving health care fraud. in-
cluding a scheme or artifice—

'(A) to defraud any health plan or other per-
son, in connection with the delivery of or pay-
ment for health care benefits. items, or services,'
or

'(8) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises. any
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of the money or property owned by. or under
the custody or control or, any health plan, or
person in connection with the delivery of or
payment for health care benefits, items, or serv-
ices.

'(b)(l) A subpoena issued under this section
may be served by any person designated in the
subpoena to serve it.

'(2) Service upon a natural person may be
made by personal delivery of the subpoena to
such person.

'(3) Service may be made upon a domestic or
foreign association which is subject to suit
under a common name, by delivering the sub-
poena to an officer, to a managing or general
agent. or to any other agent authorized by ap-
pointment or by law to receive service of process.

'(4) The affidavit of the person serving the
subpoena entered on a true copy thereof by the
person serving it shall be proof of service.

'(c)(l) In the case of contumacy by or refusal
to obey a subpoena issued to any person, the At-
torney General may invoke the aid of any court
of the United States within the jurisdiction of
which the investigation is cam'ed on or of which
the subpoenaed person is an inhabitant, or in
which such person carries on business or may be
found, to compel compliance with the subpoena.

"(2) The court may issue an order requiring
the subpoenaed person to appear before the At-
torney General to produce records, if so ordered.
or to give testimony required under subsection
(a)(1)(8).

'(3) Any failure to obey the order of the court
may be punished by the court as a contempt
thereof

(4) All process in any such case may be
served in any judicial district in which such
person may be found.

"(d) Notwithstanding any Federal, State, or
local law, any person, including officers,
agents. and employees, receiving a subpoena
under this section, who complies in good faith
with the subpoena and thus produces the mate-
rials sought. shall not be liable in any court of
any State or the United States to any customer
or other person for such production or for
nondisclosure of that production to the cus-
tomer.

'(e)(l) Health information about an individ-
ual that is disclosed under this section may not
be used in. or disclosed to any person for use in,
any administrative, civil, or criminal action or
investigation directed against the individual
who is the subject of the information unless the
action or investigation arises Out of and is di-
rectly rela ted to receipt of health care or pay-
ment for health care or action involving a
fraudulent claim related to health,' or if author-
ized by an appropriate order of a court of com-
petent jurisdiction, granted after application
showing good cause therefore.

"(2) In assessing good cause, the court shall
weigh the public interest and the need for dis-
closure against the injury to the patient, to the
physician-patient relationship. and to the treat-
ment services.

'(3) Upon the granting of such order, the
court, in determining the extent to which any
disclosure of all or any part of any record is
necessary, shall impose appropriate safeguards
against unauthorized disclosure.

(1) As used in this section the term health
plan' has the same meaning given such term in
section 1128C(c) of the Social Security Act.

(b) CLERICAL AMENDMENT—The table of sec-
tions for chapter 223 of title 18, United States
Code, is amended by inserting after the item re-
lating to section 3405 the following new item:
3486. Authorized investigative demand pro-

cedures
(c) CONFORMING AMENDMENT—SectiOn

1510(b) (3) (8) of title 18, United States Code, is
amended by inserting "or a Department of Jus-
tice subpoena (issued under section 3486), "after
"subpoena".
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Subchapter F—State Health Care Fraud

Control Units
SEC. 7151. STATE HEALTH CARE FRAUD CONTROL

UNITS.
(a) EXTENSION OF CONCURRENT AUTHORITY To

INVESTIGATE AND PROSECUTE FiW.JD IN OTHER
FEDERAL PROGRAMS—Paragraph (3) of section
2134(b). as added by section 7191(a) of this Act,
is amended—

(I) by inserting (A)" after "in connection
with"; and

(2) by striking "plan." and inserting 'plan,
and (B) upon the approval of the relevant Fed-
eral agency, any aspect of the provision of
health care services and activities of providers
of such services under any Federal health care
program (as defined in section 1128B(i9('l)).

(b) EXTENSION OF AUTHORiTY TO INVESTIGATE
AND PROSECUTE PATIENT ABUSE IN NON-MEDIC-
AID BOARD AND CARE FA CILJ77ES. —Paragraph
(4) of section 2134(b). as added by section 7191(a)
of this Act, is amended to read as follows:

Y4)(A) The entity has—
'Yi) procedures for reviewing complaints of

abuse or neglect of patients in health care facili-
ties which receive payments under the medicaid
plan under this title:

"(ii) at the option of the entity, procedures for
reviewing complaints of abuse or neglect of pa-
tients residing in board and care facilities: and

"(iii) where appropriate, procedures for acting
upon such complaints under the criminal laws
of the State or for referring such complaints to
other State agencies for action.

'(B) For purposes of this paragraph, the term
board and care facility' means a residential set-
ting which receives payment from or on behalf
of two or more unrelated adults who reside in
such facility, and for whom one or both of the
following is provided:

'(i) Nursing care services provided by. or
under the supervision of; a registered nurse, li-
censed practical nurse, or licensed nursing as-
sistant.

"(ii) Personal care services that assist resi-
dents with the activities of daily living, includ-
ing personal hygiene. dressing. bathing. eating.
toileting, ambulation, transfer, positioning. self-
medication, body care, travel to medical serv-
ices. essential shopping, meal preparation. laun-
dry. and housework.
SEC 7152. BENEFICIARY IN CE! ffIVE PROGRAMS.

(a) PROGRAM TO COLLECT INFORMATION ON
Fpuz' AND ABUSE.—

(1) ESTABLISHMENT OF PROGRAM. —Not later
than 3 months after the date of the enactment
of this Act, the Secretary of Health and Human
Services (hereinafter in this section referred to
as the 'Secretary') shall establish a program
under which the Secretary shall encourage indi-
viduals to report to the Secretary information on
individuals and entities who are engaging or
who have engaged in acts or omissions which
constitute grounds for the imposition of a sanc-
tion under section 1128, section 1128A, or section
1128B of the Social Security Act. or who have
otherwise engaged in fraud and abuse against
the medicare program for which there is a sanc-
tion provided under law. The program shall dis-
courage provision o1 and not consider. informa-
tion which is frivolous or otherwise not relevant
or material to the imposition of such a sanction.

(2) PA YMEWY' OF PORTION OF AMOUNTS COL-
LECTED—If an individual reports information to
the Secretary under the program established
under paragraph (1) which serves as the basis
for the collection by the Secretary or the Attor-
ney General of any amount of at least $100
(other than any amount paid as a penalty
under section 1128B of the Social Security Act).
the Secretary may pay a portion of the amount
collected to the individual (under procedures
similar to those applicable under section 7623 of
the Internal Revenue Code of 1986 to payments
to individuals providing information on viola-
tions of such Code).

(b) PROGR.4M TO COLLECT INFORMATION ON
PROGRAM EFFICIENCY. —
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(I) ESTABLISHMENT OF PROGRAM—Not later

than 3 months after the date of the enactment
of this Act. the Secretary shall establish a pro-
gram under which the Secretary shall encourage
individuals to submit to the Secretary sug,ges-
tions on methods to improve the efficiency of the
medicare program.

(2) PAYMENT OF PORTION OF PROGRAM SA V-
INGS. —If an individual submits a suggestion to
the Secretary under the program established
under paragraph (1) which is adopted by the
Secretary and which results in savings to the
program, the Secretary may make a payment to
the individual of such amount as the Secretary

considers appropriate.
CHAPTER 7—OTHER PROVISIONS FOR

TRUST FUND SOLVENCY
SEC. 7171. NONDISCHARGEABIL.TTY OF CERTAIN

MED IC4RE DEBTS.
Section 523(a) of title II, United States Code,

is amended—
(I) by striking "; or" at the end of paragraph

(12,);
(2) by inserting 'or" at the end of paragraph

(15) (B);
(3) by striking the period at the end of para-

graph (16) and inserting "or"; and
(4) by adding at the end the following new

paragraph:
"(17) for an overpayment to a provider or sup-

plier made from the Federal Hospital Insurance
Trust Fund or the Federal Supplementary Medi-
cal Insurance Trust Fund.".
SEC. 7172. TRANSFERS OF CERTAIN PART B SA V.

INGS TO HOSPITAL INSURANCE
TRUST FUND.

Section 1841 (42 U.S. C. 1395t) is amended by

adding at the end the following new subsection:
'(I) There are hereby appropriated for each

fiscal year to the Federal Hospital Insurance
Trust Fund amounts equal to the estimated sa v-
ings to the general fund of the Treasury for
such year resulting from the amendments made
by sections 7051 (relating to the part B deduct-
ible). 7052 frelating to the part B premium). and
7053 (relating to the part B premium for high-in-
come individuals) of the Balanced Budget Rec-
onciliation Act of 1995. The Secretary of the
Treasury shall from time to time transfer from
the general fund of the Treasury to the Federal
Hospital Insurance Trust Fund amounts equal
to such estimated savings in the form of public-
debt obligations issued exclusively to the Fed-
eral Hospital Insurance Trust Fund.
Subtitle B—Transformation of the Medicaid

Program
SEC. 7190. SHORT T!TL

This subtitle may be cited as the 'Medicaid
Transformation Act of 1995'.
SEC. 7191. TRANSFORMATION OF MFJ)IC4ID PRO-

GRAM
(a) IN GENERAL—The Social Security Act is

amended by adding at the end the following
new title:

'TITLE XXI—MEDICAID PROGRAM FOR
LOW-INCOME INDIVIDUALS AND FAMILIES

TABLE OF CONTENTS OF TITLE
'Sec. 2100. Purpose; State medicaid plans.

'PART A—OBJECTJvES. GOALS, AND
PERFORMANCE UNDER STATE PLANS

'Sec. 2101. Description of strategic objec-
tives and performance goals,

'Sec. 2102. Annual reports.
'Sec. 2103. Periodic, independent evalua-

tions.
"Sec. 2104. Description of process for medic-

aid plan development,
'Sec. 2105. Consultation in medicaid plan

development.
PART B—ELIGIBILITY. BENEFITS. AND SET-

ASIDES

"Sec. 2111. Eligibility and benefits.
'Sec. 2112. Set-asides of funds for popu-

lation groups.
Sec. 2113. Premiums and cost-sharing.
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'Sec. 2114. Description of process for devel-

oping capita tion payment rates.
'Sec. 2115. Construction.
'Sec. 2116. Treatment of income and re-

sources for certain institutional-
ized spouses.

"PART C—PAYMENTS TO STATES
"Sec. 2121. Allotment of funds among

States. -

'Sec. 2122. Payments to States.
"Sec. 2123. Limitation on use of funds: dis-

allowance.
"Sec. 2124. Grant program for community

health centers and rural health
clinics.

"PART D—PROGM INTEGRITY AND QUALITY
"Sec. 2131. Use of audits to achieve fiscal

integrity.

"Sec. 2132. Fraud prevention program.
"Sec. 2133. Information concerning sanc-

tions taken by State licensing au-
thorities against health care prac-
titioners and providers.

'Sec. 2134. State medicaid fraud control
units.

'Sec. 2135. Recoveries from third parties
and others.

'Sec. 2136. Assignment of rights of pay-
ment.

'Sec. 2137. Requirements for nursing facili-

ties.

"Sec. 2138. Other provisions promoting pro-
gram integrity.

'PART E—ESTABUSHMENT AND AMENDMENT OF
MEDICAID PLANS

'Sec. 2151. Submittal and approval of med-
icàid plans.

'Sec. 2152. Submittal and approval of plan
amendments.

"Sec. 2153. Sanctions for substantial non-
compliance.

"Sec. 2154. Secretarial authority.
"PART F—GENERAL PROVISIONS

'Sec. 2171. Definitions.
'Sec. 2172. Treatment of territories.
Sec. 2173. Description of treatment of In-

dian health programs.
Sec. 2174. Application of certain general

provisions.
SEC. 2100. PURPOSE: STATE MEDICAID PLANS.

"(a) PURPOSE—The purpose of this title is to
provide funds to States to enable them to pro-
vide medical assistance to low-income individ-
uals and families in a more effective, efficient.
and responsive manner.

'(b) STATE PLAN REQUIRED.—A State is not
eligible for payment under section 2122 of this
title unless the State has submitted to the Sec-
retary under part E a plan (in this title referred
to as a medicaid plan) that—

"(I) sets forth how the State intends to use
the funds provided under this title to provide
medical assistance to needy individuals and
families consistent with the provisions of this
title; and

"(2) is approved under such part.
'(c) CONTINUED APPROVAL—An approved

medicaid plan shall continue in effect unless
and until—

'(I) the State amends the plan under section
2152:

'(2) the State terminates participation under
this title; or

"(3) the Secretary finds substantial non-
compliance of the plan with the requirements of
this title under section 2153.

"(d) STATE ENTITLEMENT—This title con-
stitutes budget authority in advance of appro-
priations Acts, and represents the obligation of
the Federal Government to provide for the pay-
ment to States of amounts provided under part
C.

'PART A—OBJEC-rIVFS, GOALS. AND

PERFORMANCE UNDER STATE PLANS

SEC. 2101. DESCRIPTION OF ST!Z4 TEGIC OBJEC-
TIvES AND PERFORMANCE GOALS.

"(a) DESCRIPTION—A medicaid plan shall in-
clude a description of the strategic objectives
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and performance goals the State has established
for providing health care services to low-income
populations under this title, including a general
description of the manner in which the plan is
designed to meet these objectives and goals.

(b) CERTAIN OBJECTIVES AND GOALS RE-
QUIRED. ---A medicaid plan shall include stIte-
gic objectives and performance goals relating
to—

(1) rates of childhood immunizations;
'(2) reductions in infant mortality and mor-

bidity; and
(3) standards of care and access to services

for children with special health care needs as
defined by the State.

'(c) CONSIDERATIONS. —In specifying these ob-
jectives and goals the State may consider factors
such as the following.'

(1) The State s priorities with respect to pro-
viding :ssistance to low-income populations.

"(2) The States priorities with respect to the
general public health and the health status of
individuals eligible for assistance under the
medicaid plan.

"(3, The State's financial rources, the par-
ticular economic conditions in the State, and
relative adequacy of the health care infrastruc-
ture in different regions of the State.

(d) PERFORMANCE MEASURES. — To the extent
practicable—

'(1) one or more performance goals shall be
establithed by the State for each strategic objec-
tive identified in the medicaid plan; and

'(2) the medicaid plan shall describe how pro-
gram performance will be—

"(A) measured through objective, independ-
ently verifiable means, and

'(B) compared against performance goals, in
order to determine the States performance
under this title.

'(e) PEr?JOD COVERED.—
'(1) STRATEGIC OBJECTIVES—The strategic ob-

jectives shall cover a period of not less than 5
years and shall be updated and revised at least
every 3 years.

"(2) PERFORMANCE COALS. —The performance
goals shall be established for dates that are not
more than 3 years apart.
SEc. 2102. ANNUAL REPORTS.

'(a) IN GENERAL.—In the case of a State with
a medicaid plan that is in effect for part or all
of a fIscal year. no later than March 31 follow-
ing such fiscal year (or March 31. 1998. in the
case of fiscal year 1996) the State shall prepare
and .submit to the Secretary and the Congress a
report on program activities and performance
under this title for such fiscal year.

'(b) CONTENTS—Each annual report under
this section for a fiscal year shall include the
following:

'(1) EXPENDITURE AND BENEFICIARY SUM-
MARY—

(A) INITIAL SUMMARY.—For the report for
fisca,r year 1997 (and, if applicable. fiscal year
1996), a summary of all expenditures under the
medicaid plan during the fiscal year (and dur-
ing any portions of fiscal year 1996 during
which the medicaid plan was in effect under
this title) as follows:

'(i) Aggregate medical assistance expend!-
tures, disaggregated to the extent required to de-
termine compliance with the set-aside require-
ments of subsections (a) through (c) of section
2112 and to compute the case mix index under
section 2121 (d) (3).

'(ii) For each general category of eli,oible in-
dividuals specified in subsection (c)(l), aggre-
gate medical assistance expenditures and the
total and average number of eligible individuals
under the medicaid plan.

'(iii) By each general category of eligible in-
dividuals. total expenditures for each of the cat-
egories of health care items and services speci-
fied in subsection (c)(2) which are covered under
the medicaid plan and provided on a fee-for-
service basis.

(iv) By each general category of eligible indi-
viduals, total expenditures for payments to
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capitated health care organizations (as defined
in section 2114(c) (1)).

(v) Total administrative expenditures.
'(B) SUBSEQUENT SUMMARJFS. —For reports

for each succeeding fiscal year. a summary of—
(i) all expenditures under the medicaid plan

consistent with the reporting format specified by
the Medicaid Task Force under section
21 06(d) (1): and

(ii) the total and average number of eligible
individuals under the medicaid plan for each
general category of eligible individuals.

'(2) UTILIZATION SUMMARY. —
'(A) INITIAL SUMMARY. —For the report for

fiscal year 1997 (and, if applicable, fiscal year
1996). summary statistics on the utilization of
health care services under the medicaid plan
during the year (and during any portions of fis-
cal year 1996 during which the medicaid plan
was in effect under this title) as follows:

(i) For each general category of eligible indi-
viduals and for each of the categories of health
care items and services which are covered under
the medicaid plan and provided on a fee-for-
service basis, the number and percentage of per-
sons who received such a type of service or item
during the period covered by the report.

(ii) Summary of health care utilization data
reported to the State by capita ted health care
organizations.

'(B) SUBSEQUENT SUMMARJFS.—For reports
for each succeeding fiscal year, summary statis-
tics on the utilization of health care services
under the medicaid plan consistent with the re-
porting format specified by the Medicaid Task
Force under section 21 06 (d) (1).

(3) ACHIEVEMENT OF PERFORMANCE COALS. —
With respect to each performance goal estab-
lished under section 2101 and applicable to the
year involved—

(A) a brief description of the goal;
"(B) a description of the methods to be used

to measure the attainment of such goal;
(C) data on the actual performance with re-

spect to the goal,'
(D) a review of the extent to which the goal

was achieved, based on such data; and
(E) if a performance goal has not been met—
(i) why the goal was not met, and
(ii) actions to be taken in response to such

performance, including adjustments in perform-
ance goals or program activities for subsequent
years.

'(4) PROGRAM EVALUATIONS.—A summary of
the findings of evaluations under section 2103
completed during the fiscal year covered by the
report.

'(5) FRAUD AND ABUSE AND QUALITY CONTROL
ACTIVITIES—A general description of the State's
activities underpart D to detect and deter fraud
and abuse and to assure quality of services pro-
vided under the program.

'(6) PLAN ADMINISTRATION. —
'(A) A description of the administrative roles

and responsibilities of entities in the State re-
sponsible for administration of this title.

'(B) Organizational charts for each entity in
the State primarily responsible for activities
under this title.

(C) An estimate of the percentage of expendi-
tures to be used for plan administration.

(D) A brief description of each interstate
compact (if any) the State has entered into with
other States with respect to activities under this
title.

'(E) General citations to the State statutes
and administrative rules governing the States
activities under this title.

'(7) INPA TIENT HOSPITAL PA YMENTS. — With re-
spect to inpatient hospital services provided
under the medicaid plan on a fee-for-service
basis, a description of the average amount paid
per discharge in the fiscal year compared either
to the average charge for such services or to the
States estimate of the average amount paid per
discharge by commercial health insurers in the
State.

'(c) SPECIAL RULES—For purposes of this sec-
tion:
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'(1) IDEj'ffIFICA TION OF GENERAL CA TEGORIES

OF INDIVIDUALS—Each of the following is a
general category of eligible individuals:

'(A) Pregnant women.
(B) Children.
(C) Blind or disabled adults under retirement

age.
(D) Persons who have attained retirement

age.
'(E) Other adults.

'(2) TREATMENT OF HEALTH CARE ITEMS AND
SERVICES. —The health care items and services
described in each subparagraph of section
2171(a)(l) shall be considered a separate cat-
egory of health care items and services.
"SEC. 2103. PERIODIC, INDEPENDENT EVALUA-

TIONS.
'(a) IN GENFRAL.—During fiscal year 1998

and every third fiscal year thereafter, each
State shall provide for an evaluation of the op-
eration of its medicaid plan approved under this
title.

'(b) INDEPENDENT—Each such evaluation
with respect to an activity under the medicaid
plan shall be conducted by an entity that is nei-
ther responsible under State law for the submis-
sion of the State plan (or part thereof) nor re-
sponsible for administering (or supervising the
administration of) the activity. If consistent
with the previous sentence, such an entity may
be a college or university, a State agency. a leg-
islative branch agency in a State, or an inde-
pendent contractor.

(c) RESEARCH DESIGN—Each such evalua-
tion shall be conducted in accordance with a re-
search design that is based on generally accept-
ed models of survey design and sampling and
statistical analysis.
SEC. 2104. DESCRIPTION OF PROCESS FOR MED.

ICAJD PLAN DEVELOPMENT.
'Each medicaid plan shall include a descrip-

tion of the process under which the plan shall
be developed and implemented in the State (con-
sistent with section 2105).
"SEC. 2105. CONSULTATION IN MEDICAID PLAN

DEVELOPMENT.
'(a) PUBLIC PROCESS. —
'(1) IN GENERAL.—Before submitting a medic-

aid plan or a plan amendment described in
paragraph (3) to the Secretary under part E. a
State shall provide—

'(A) public notice respecting the submittal of
the proposed plan or amendment, including a
general description of the plan or amendment:

'(B) a means for the public to inspect or ob-
tain a copy (at reasonable charge) of the pro-
posed plan or amendment; and

"(C) an opportunity for submittal and consid-
eration of public comments on the proposed plan
or amendment.
The previous sentence shall not apply to a revi-
sion of a medicaid plan (or revision of an
amendment to a plan) made by a State under
section 2153(c) (1) or to a plan amendment with-
drawal described in section 2153(c) (4).

"(2) CONTENTS OF NOTICE—A notice under
paragraph (l)(A) for a proposed plan or amend-
ment shall include a description of—

(A) the general purpose of the proposed plan
or amendment, including applicable effective
dates,'

'(B) where the public may inspect the pro-
posed plan or amendment;

'(C) how the public may obtain a copy of the
proposed plan or amendment and the applicable
charge (if any) for the copy; and

(D) how the public may submit comments on
the proposed plan or amendment, including any
deadlines applicable to consideration of such
comments.

'(3) AMENDMENTS DESCRIBED. —An amend-
ment to a medicaid plan described in this para-
graph is an amendment which makes a material
and substantial change in eligibility under the
medicaid plan or the benefits provided under the
plan.

'(4) PUBLICATION—Notices under this sub-
section may be published (as selected by the
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State) in one or more daily newspapers of gen-
eral circulation in the State or in any publica-
tion used by the State to publish State statutes
or rules.

'(5) COMPARABLE PROCESS—A separate no-
tice, or notices, shall not be required under this
subsection for a State if notice of the medicaid
plan or an amendment to the plan will be pro-
vided under a process specified in State law th,t
is substantially equivalent to the notice process
specified in this subsection.

'(b) ADVISORY COMMITTEE.—
'(1) IN GE.NERAL,—Each State with a medicaid

plan shall establish and maintain an advisory
committee.

'(2) CONSULTATION,—The State shall periodi'
cally consult with the advisory committee in the
development, revision, and monitoring the per..
formance of the medicaid plan, including—

'(A) the development of strategic objectives
and performance goals under section 2101;

'(B) the annual report under section 2102;
and

'(c) the research design under section 2103(c).
"(3) GEOGRAPHIC DIVERSITY. —The composition

of the advisory committee shall be chosen in a
manner that assures some representation on the
advisory committee of the different general geo-
graphic regions of the State. Nothing in the pre-
vious sentence shall be construed as requiring
proportional representation of geographic areas
in a State.

(4) C0N5TRUcTI0N.—Nothing in this title
shall be construed as preventing a State from es-
tablishing more than I advisory committee, in-
cluding specialized advisory committees that
focus on specific population groups. provider
groups, or geographic areas.

"PART B—ELIGIBILTrI. BENEFITS. AND SET-
ASIDES

'SEC. 2111. ELIGIBIIJTY AND BENEFITS.
'(a) IN GENERAL—Each medicaid plan shall—
'l'l) be designed to serve all political subdivi-

sions in the State:
'(2) provide for making medical assistance

available (subject to the State flexibility de-
scribed in section 2115) to any pregnant woman
or child under the age of 13 whose family in-
come does not exceed 100 percent of the poverty
line applicable to a family of the size involved;

'(3) provide for making medical assistance
available to any individual receiving cash bene-
fits under title XVI by reason of disability (in-
cluding blindness) or receiving medical assist-
ance under section 1902(1) (as in effect on the
day before the date of enactment of this Act);
and

'(4) describe how the State will provide medi-
cal assistance to any other population group.

'(b) DESCRIPTION OF GENERAL ELEMENTS. —
Each medicaid plan shall include a description
(consistent with this title) of the following:

"(1) ELEMENTS RELATING TO ELIGIBILITY. —The
general eligibility standards of the plan, includ-
ing—

"(A) any limitations as to the duration of eli-
gibility;

'(B) any eligibility standards relating to age.
income and resources (including any standards
relating to spenddowns). residency, disability
status, immigration status, or employment status
of individuals;

'(C) methods of establishing and continuing
eligibility and enrollment, including the meth-
odology for computing family income;

'(D) the eligibility standards in the plan that
protect the income and resources of a married
individual who is living in the community and
whose spouse is residing in an institution in
order to prevent the impoverishment of the com-
munity spouse; and

'(E) any other standards relating to eligibility
for medical assistance under the plan.

'(2) SCOPE OF ASSISTANCE. —The amount, du-
ration, and scope of health care services and
items covered under the plan, including dif-
ferences among different eligible population
groups.
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'(3) DELIVERY METHOD. —The State's ap-

proach to delivery of medical assistance, includ-
ing a general description of—

'(A) the use (or intended use) of vouchers.
fee-for-service, or managed care arrangements
(such as capita ted health care plans, case man-
agement, and case coordination); and

'(B) utilization control systems.
'(4') FEE-FOR-SERVICE BENEFITS—To the ex-

tent that medical assistance is furnished on a
fee-for-service basis—

'(A) how the State determines the qualifica-
tions of health care providers eligible to provide
such assistance: and

'(B) how the State determines rates of reim-
bursement for providing such assistance.

'(5) COsT-SHARING. —Beneficiary cost-sharing
(if any), including variations in such cost-shar-
ing by population group or type of service and
financial responsibilities of parents of recipients
under 19 years of age and the spouses of recipi-
ents.

'(6) UTILIzATION INCENTIVES—Incentives or
requirements (if any) to encourage the appro-
priate utilization of services.

"(7) SUPPORT FOR CERTAIN HOSPITALS,—
(A) IN GENERAL—With respect to hospitals

described in subparagraph (B) located in the
State, as reported to the State by the Secretary.
the medicaid plan shall include a description of
the extent to which provisions have been made
for expenditures for items and services furnished
by such hospitals and covered under the plan.

'(B) HOSPITALS DESCRIBED. —
'(i) IN GENERAL—Except as provided in

clause (iii). a hospital described in this subpara-
graph is a hospital determined to be eligible for
purposes of this tide in accordance with the cri-
teria described in clause (ii) and such proce-
dures as the Secretary may require, including
such reporting requirements as the Secretary de-
terrnines necessary to ensure continuing eligi-
bility.

'(ii') CRITERIA FOR ELIGIBILITY—A hospital
meets the criteria described in this clause if the
hospital is a short-term acute care general hos-
pital or a children 's hospital and the hospital's
low-income utilization rate exceeds the lesser
of—

'(I) I standard deviation above the mean low-
income utilization rate for hospitals receiving
payments under a medicaid plan in the State in
which such hospital is located: or

(II) l'/4 standard deviation above the mean
low-income utilization rate for hospitals receiv-
ing such payments in all States.

'(iii) SPECIAL ELIGIBILITY—A hospital not de-
scribed in clause (i) may be eligible for purposes
of this title, if upon application to the Sec-
retary. such hospital is determined by the Sec-
retary to be a hospital which provides essential
access to vulnerable populations, offers special
services to such populations, or meets other cri-
teria consistent with this title as determined by
the Secretary.

(iv) LOW-INCOME UTILIZATION RATE—For
purposes of clause (i), the term 'low-income uti-
lization rate' means, for a hospital, a fraction
(expressed as a percentage), the numerator of
which is the hospital's number of patient days
attributable to patients who (for such days)
were eligible for medical assistance under a med-
icaid plan or were uninsured in a period, and
the denominator of which is the total number of
the hospitafs patient days in that period.

'(v) PATIENT DAYS,—For purposes of clause
(iv). the term 'patient day' includes each day in
which—

(I) an individual, including a newborn, is an
inpatient in the hospital, whether or not the in-
dividual is in a specialized ward and whether or
not the individual remains in the hospital for
lack of suitable placement elsewhere: or

(II) an individual makes one or more out-
p?tient visits to the hospital.

(c) IMMUNIZATIONS FOR CHILDREN—The
medicaid plan shall provide medical assistance
for immunizations for children eligible for any

S 16233
medical assistance under the medicaid plan. in
accordance with a schedule for immunizations
established by the Health Department of the
State in consultation with the individuals and
entities in the State responsible for the adminis-
tration of the plan.

'(d) FAMILY PLANNING SERVICES,—The medic-
aid plan shall provide prepregnancy planning
services and supplies as specified by the State.

"(e) PREEXISTING CONDITION EXCLUSIONS. —
Notwithstanding any other provision of this
title—

"(I) a medicaid plan may not deny or exclude
coverage of any item or service for an eligible in-
dividual for benefits under the medicaid plan
for such item or service on the basis of a pre-
existing condition; and

'(2) if a State contracts or makes other ar-
rangements (through the eligible individual or
through another entity) with a capita ted health
care organization, insurer, or other entity. for
the provision of items or services to eligible indi-
viduals under the medicaid plan and the State
permits such organization. insurer, or other en-
tity to exclude coverage of a covered item or
service on the basis of a preexisting condition.
the State shall provide, through its medicaid
plan. for such coverage (through direct payment
or otherwise) for any such covered item or serv-
ice denied or excluded on the basis of a preexist-
ing condition.

"(1) MENTAL HEALTH SERVICES—A medicaid
plan shall not impose treatment limits or finan-
cial requirements on mental illness services
which are not imposed on services for other ill-
nesses or diseases. The plan may require pre-ad-
mission screening. prior authorization of serv-
ices, or other mechanisms limiting coverage of
mental illness services to services that are medi-
cally necessary.

"(g) SOLVENCY STANDARDS—A medicaid plan
shall provide that any State law solvency re-
quirements that apply to private sector health
plans and providers shall apply to the State
medicaid plan and providers under such plan.
"SEC. 2112. SET-ASIDES OF FUNDS FOR POPU-

LA TION GROUPS.
'(a) FOR TARGETED LOW-INCOME FAMILIES, —
"(1) IN GENERAL—Subject to subsection (e). a

medicaid plan shall provide that the amount of
funds pended under the plan for medical as-
sistance for targeted low-income families (as de-
fined in paragraph (3)) for a fiscal year shall be
not less than the minimum low-income-family
amount specified in paragraph (2).

"(2) MINIMUM LOW-INCOME-FAMILY AMOUNT. —
The minimum low-income-family amount speci-
fied in this paragraph for a State is equal to 85
percent of the expenditures under title XIX for
medical, assistance in the State during Federal
fiscal year 1995 which were attributable to ex-
penditures for medical assistance for mandated
benefits (as defined in subsection (h)) furnished
to individuals—

"(A) who (at the time of furnishing the assist-
ance) were under 65 years of age;

'(B) whose coverage (at such time) under a
State plan under tide XIX was required under
Federal law: and

"(C) whose eligibility for such coverage (at
such time) was not on a basis directly related to
disability status, including being blind.

"(3) TARGETED LOW-INCOME FAMILY DE-
FINED—For purposes of this subsection, the
term 'targeted low-income family' means a fam-
ily (which may be an individual)—

'(A) which includes a child or a pregnant
woman; and

'(B) the income of which does not exceed 185
percent of the poverty line applicable to a fam-
ily of the size involved.

'(b) FOR LOW-INCOME ELDERLY. —
"(I) SET-ASIDES. —Subject to subsection (e)—
'(A) GENERAL SET-ASIDE.—A medicaid plan

shall provide that the amount of funds ex-
pended under the plan for medical assistance
for eligible low-income individuals who have at-
tained retirement age for a fiscal year shall be



S 162:34
not less than the minimum low-income-elderly
percentage specified in paragraph (2)(A) of the
total funds expended under the plan for all
medical assistance for the fiscal year.

(B) SET-ASIDE FOR MEDICARE PREMIUM AS-
515 TANCE. —A medicaid plan shall provide that
the amount of funds expended under the plan
for medical assistance for medicare cost-sharing
described in section 2l7l(ç)(l for a fiscal year
shall be not less than the minimum medicare
premium assistance percentage specified in
paragraph (2) (B) of the total funds expended
under the plan for all medical assistance for the
fiscal year. The medicaid plan shall provide pri-
ority for making such assistance available for
targeted low-income elderly individuals (as de-
fined in paragraph (3)).

(2) MINIMUM PERcENTAGES. —
(A) FOR GEjVEcAL SET-ASIDE—The minimum

low-income-elderly percentage specified in this
subparagraph for a State is equal to 85 percent
of the expenditures under title XIX for medical
assistance in the State during Federal fiscal
year Th95 (not including expenditures for such
fiscal year taken into account under subpara-
graph (B)) which was attributable to expendi-
tures for medical assistance for mandated bane-
fits furnished to individuals—

(i) whose eligibility for such assistance was
based on their being 65 years of age or older:
and

'(ii) 1) whose coverage (at such time) under a
State plan under title XIX was required under
Federal law, or (II) wh (at such time) were
residents of a nursing facility.

(B) FOR SET-ASIDE FOR MEDICARE PREMIUM
ASSIST4NCE. —The minimum medicare premium
assistance percentage specified in this subpara-
graph for a State is equal to 90 percent of the
average percentage of the expenditures under
title XIX for medical assistance in the State
during Federal fiscal years 1993 through 1995
which was attributable to expenditures for medi-
cal assistance for medicare premiums described
in section 1905 (p) (3) (A) for individuals whose
coverage (at such time) for such assistance for
such premiums under a State plan under title
XIX was required under Federal law.

'(3) TARGETED LOW-INCOME ELDERLY INL)IVID-
UAL DEFINED. —For purposes of this subsection,
the trm targeted low-income elderly individ-
ual means an individual who has attained re-
tirement age and whose income does not exceed
100 percent of the poverty line applicabh to a
family of the size involved.

(c) FOR LOW-INCOME DISABLED PERSONS. —
(I) IN GENERAL. —Subject to subsection (e). a

medicaid plan shall provide that the amount of
fund expended under the plan for medical as-
sistance for eligible low-income individuals who
have not attained retirement age and are eligi-
ble for such assistance on the basis of a disabil-
ity. including being blind, for a fiscal year is
not less than the minimum low-income-disabled
amount specified in paragraph (2).

'(2) MINIMUM LOW-INCOME-DISABLED
AMOU!'rr. — The minimum low-income-disabled
amount specified in this paragraph for a State
is equal to 85 percent of the expenditures under
title XIX for medical assistance in the State
during Federal fiscal year 1995 which were at-
tributable to expenditures for medical assistance
for mandated benefits furnished to individuals—

(A) whose coverage (at such time) under a
State plan under tide XIX was required under
Federal law; and

'(B) whose coverage (at such time) was on a
basis directly related to disability status, includ-
ing being blind, and not to age status.

'(d) USE OF RESIDUAL FUNDS. —
'(1) IN GENERAL—Subject to limitations on

payment under section 2123. any funds not re-
quired to be expended under the set-asides
under the previous subsections may only be ex-
pended under the medicaid plan for any of the
following:

'(A) ADDITIONAL MEDICAL ASSISTANCE. —Medi-
cal assistance for eligible low-income individuals
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(as defined in section 2171(b)). in addition to
any medical assistance made available under a
previous subsection.

"(B) MEDICALL Y-RELA TED SER VICES. —Pay-
ment for medically-related services (as defined
in paragraph (2)).

(C) ADMINISTRATION. —Payment for the ad-
ministration of the medicaid plan.

'(2) MEDIc-ALL Y-RELA TED SERVICES DEFINED. —
For purposes of this tide, the term medically-re-
lated services means services reasonably related
to. or in direct support of the States attain-
ment of one or more of the strategic objectives
and performance goals established under section
2101. but does not include items and services in-
cluded on the list under section 2171(a) (1) (relat-
ing to the definition of medical assistance).

'(e) COMpIJTATIONS. —
"(1) MINIMUM AMOUNTS—States shall cal-

culate the minimum amounts under subsections
(a)(2), (b)(2). and (c)(2) in a reasonable manner
consistent with reports submitted to the Sec-
retary for the fiscal years involved.

'(2) EXCLUSION OF PA YMENTS FOR CERTAIN
ALIENS. —For purposes of this section, medical
assistance attributable to the exception provided
under section 1903(v) (2) shall not be considered
to be expenditures for medical assistance.

"(I) BENEFITS INCLUDED FOR PURPOSES OF
COMPUTING SET ASIDES. —For purposes of this
section, the term mandated benefits'—

(l) means medical assistance for items and
services described in section 1905 (a) to the extent
such assistance with respect to such items and
services was required to be provided under title
XIX; and

'(2) does not include expenditures attrib-
utable to disproportionate share payment ad-

justments described in section 1923.
SEC. 2113. PREMIUMS AND COST-SHARiNG.

'(a) IN GENERAL. —Subject to subsection (b), if
any charges are imposed under the medicaid
plan for cost-sharing (as defined in subsection
(d)). such cost-sharing shall be pursuant to a
public cost-sharing schedule.

''b) LIMITATION ON PREMIUM AND CERTAIN
COST-SHARING FOR LOW-INCOME FAMILIES IN-
CLUDING CHILDREN OR PREGNANT WOMEN. —

(l) IN GENERAL. —In the case of a family de-
scribed in paragraph (2)—

(A) the plan shall not impose any premium:
and

(B) the plan shall not (except as provided in
subsection (c)(l)) impose any cost-sharing with
respect to primary and preventive care services
(as defined by the State) covered under the med-
icaid plan for children or pregnant women un-
less such cost-sharing is nominal in nature.

12) FAMILY DESCRIBED. —A family described
in this paragraph is a family (which may be an
individual) which—

(A) indudes a child or a pregnant woman;
'(B) is made eligible for medical assistance

under the medicaid plan; and
'(C) the income of which does not exceed 100

percent of the poverty line applicable to a fam-
ily of the size involved.

(c) CERTAIN COST-SHARING PERMITTED. —
Nothing in this section shall be construed as
preventing a medicaid plan (consistent with
subsection (b))—

(1) from imposing cost-sharing to discourage
the inappropriate use of emergency medical
services delivered through a hospital emergency
room, a medical transportation provider, or oth-
erwise:

(2) from imposing premiums and cost-sharing
differentially in order to encourage the use of
primary and preventive care and discourage un-
necessary or less economical care;

'(3) from scaling cost-sharing in a manner
that reflects economic factors, employment sta-
tus. and family size;

(4) from scaling cost-sharing based on the
availability to the individual or family of other
health insurance coverage; or

'(5) from scaling cost-sharing based on par-
ticipation in employment training program. drug
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or alcohol abuse treatment, counseling pro-
grains, or other programs promoting personal re-
sponsibility.

'(d) COST-SHARING DEFINED—For purposes of
this section, the term 'cost-sharing' includes
copayments, deductibles, coinsurance, and other
charges for the provision of health care services.
SEC. 2114. DESCRIPTION OF PROCESS FOR DE-

VELOPING CAPITA TION PA YMENT
RATES.

"(a) IN GENERAL—If a State contracts (Or in-
tends to contract) with a capita ted health care
organization (as defined in subsection (c) (1))
under which the State makes a capita tion pay-
ment (as defined in subsection (c) (2)) to the or-
ganization for providing or arranging for the
provision of medical assistance under the medic-
aid plan for a group of services, including at
least inpatient hospital services and physicians'
services, the plan shall include a description of
the following:

'(1) USE OF ACTUARIAL SCIENCE.—The extent
and manner in which the State uses actuarial
science—

-'(A) to analyze and project health care ex-
penditures and utilization for individuals en-
rolled (or to be enrolled) in such an organiza-
tion under the medicaid plan: and

"(B) to develop capitation payment rates, in -
cluding a brief description of the general meth-
odologies used by actuaries.

'(2) QUALIFICATIONS OF ORGANIZATIONS. — The
geneil qualifications, including any accredita-
tion, State licensure or certification. or provider
network standards,, required by the State for
participation of capitated health care organiza-
tions under the medicaid plan.

"(3) DISSEMINATION PROCESS. —The process
used by the State under subsection (b) and oth-
erwise to disseminate, before entering into con-
tracts with capitated health care organizations.
actuarial information to such organizations on
the historical fee-for-service costs (or, if not
available, other recent financial data associated
with providing covered services) and utilization
associated with individuals described in para-
graph (l)(A).

'(4) IDENTIFICATION OF ENROLLEES IN
CAPITATEJ) HEALTh CARE ORGANIZATIONS—The
method used by the State by which hospitals
may identify enrollees in capitated health care
organizations for the purposes of qualifying and
billing for disproportionate share payments
under the medicaid plan approved under this
title as described in section 2111(b) (7).

(b) PUBLIC NOTICE AND COMMENT. — Under
the medicaid plan the State shall provide a
process for providing, before the beginning of
each contra ct year—

'(1) public notice of—
'(A) the amounts of the capita don payments

(if any) made under the plan for the contract
year preceding the public notice. and

(B)(i) the information described under sub-
section (a) (1) with respect to capitation pay-
ments for the contract year involved or (ii) the
amounts of the capitation payments the State
expects to make for the contract year involved,
unless such information is designated as propri-
etary and not subject to public disclosure under
State law; and

(2) an opportunity for receiving public com-
ment on the amounts and information for which
notice is provided under paragraph (1).

'(c) DEFINITIONS. —For purposes of this title.
"(1) CAPITA TED HEALTH CARE ORGANIZ4-

TION.—The term 'capitated health care organi-
zation means a health maintenance organiza-
tion or any other entity (including a health in-
suring organization, managed care organiza-
tion, prepaid health plan, integrated service
network, or similar entity) which under State
law is permitted to accept capita tion payments
for providing (or arranging for the provision of)
a group of items and services including at least
inpatient hospital services and physicians' serv-
ices.
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"(2) CAPITA TION PA YMENT. —The term 'capita-

tion payment• means, with respect to payment.
payment on a prepaid capitation basis or any
other risk basis to an entity for the entity's pro-
vision (or arranging for the provision) of a
group of items and services, including at least
inpatient hospital services and physicians serv-
ices.
"SEe 2115. CONSTRUCTION.

• '(a) STATE FLEXIBILITY IN BENEFITS, PRO-
VIDER PA YMEWTS. GEOGRAPHICAL Co V&A GE
AREA. AND SELECTION OF PROVIDERS. —Nothing
in this title (other than subsections (c) and (d)
of section 2111,) shall be construed as requiring
a State—

• '(1) to provide medical assistance for any par-
ticular items or services:

• '(2) to provide for any payments with respect
to any specific health care providers or any
level of payments for any services;

(3) to provide for the same medical assistance
in all geographical areas or political subdivi'
sions of the State:

'(4) to provide that the medical assistance
made available to any individual eligible for
medical assistance must not be less in amount,
duration, or scope than the medical assistance
made available to any other such individual; or

'(5) to provide that any individual eligible for
medical assistance with respect to an item or
service may choose to obtain such assistance
from any institution, agency, or person quali-
fied to provide the item or service.

'(b) STATE FLFYJBILITY WITH RESPECT To
MANAGED CARE—Nothing in this title shall be
construed—

'(I) to limit a States ability to contract with.
on a capitated basis or otherwise, health care
plans or individual health care providers for the
provision or arrangement of medical assistance;

'(2) to limit a State 's ability to contract with
health care plans or other entities for case man-
agement services or for coordination of medical
assistance: or

(3) to restrict a State from establishing capi-
tation rates on the basis of competition among
health care plans or negotiations between the
State and one or more health care plans.
SEC. 2116. TREA TMENT OF INCOME AND RE-

SOURCES FOR CERTAIN INS TfU-
TIONALIZED SPOUSES.

'(a) SPECIAL TREATMENT FOR INSTITUTIONAL-
IZED SPOUSES. —

'(I) SUPERSEDES OTHER PROVISIONS—In de-
termining the eligibility for medical assistance of
an institutionalized spouse (as defined in sub-
section (h) (1)), the pro visions of this section su-
persede any other provision of this title which is
inconsistent with them.

(2) No COMPARABLE TREATMENT REQUIRED. —
Any different treatment provided under this sec-
tion for institutionalized spouses shall not re-
quire such treatment for other individuals.

'(3) DOES NOT AFFECT CERTAIN DETERMINA-
TI ONS. —Except as this section specifically pro-
vides, this section does not apply to—

'(A) the determination of what constitutes in-
come or resources; or

'(B) the methodology and standards for deter-
mining and evaluating income and resources.

(b) RULES FOR T& ThIEWT OF INCOME,
"(1) SEPARATE TRL4TMErrr OF INCOME. —Dur-

ing any month in which an institutionalized
spouse is in the institution, except as provided
in paragraph (2), no income of the community
spouse shall be deemed available to the institu-
tionalized spouse.

'(2) ATTRIBUTION OF INCOME—In determining
the income of an institutionalized spouse or
community spouse for purposes of the post-eh'gi-
bility income determination described in sub-
section (d), except as otherwise provided in this
section and regardless of any State laws relating
to community property or the division of marital
property, the following rules apply:

'(A) NON-TRUST PROPERTY. —Subject to sub-
paragraphs (C) and (D), in the case of income
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not from a trust, unless the instrument pro vid-
ing the income otherwise specifically pro vides—

'(i) if payment of income is made solely in the
name of the institutionalized spouse or the com-
munity spouse, the income shall be considered
available only to that respective spouse,'

'(ii) if payment of income is made in the
names of the institutionalized spouse and the
community spouse, ½ of the income shall be
considered available to each of them: and

'(iii) if payment of income is made in the
names of the institutionalized spouse or the
community spouse, or both, and to another per-
son or persons, the income shall be considered
available to each spouse in proportion to the
spouse's interest (or. if payment is made with re-
spect to both spouses and no such interest is
specified, '/ of the joint interest shall be consid-
ered available to each spouse).

"(B) TRUST PROPERTY. —In the case of a
trust—

'(i) except as provided in clause (ii). income
shall be attributed in accordance with the pro vi-
sions of this title; and

'(ii) income shall be considered available to
each spouse as provided in the trust, or. in the
absence of a specific provision in the trust—

'(I) if payment of income is made solely to the
institutionalized spouse or the community
spouse, the income shall be considered available
only to that respective spouse,

'(II) if payment of income is made to both the
institutionalized spouse and the community
spouse, ½ of the income shall be considered
available to each of them, and

'(III) if payment of income is made to the in-
stitutionalized spouse or the community spouse.
or both, and to another person or persons. the
income shall be considered available to each
spouse in proportion to the spouse's interest (or,
if payment is made with respect to both spouses
and no such interest is specified, ½ of the joint
interest shall be considered available to each
spouse).

'(C) PROPERTY WITH NO INSTRUMENT. —In the
case of income not from a trust in which there
is no instrument establishing ownership, subject
to subparagraph (0), ½ of the income shall be
considered to be available to the institutional-
ized spouse and ½ to the community spouse.

"(D) REBUTTING OWNERSHIP. —The rules of
subparagraphs (A) and (C) are superseded to
the extent that an institutionalized spouse can
establish, by a preponderance of the evidence,
that the ownership interests in income are other
than as provided under such subparagraphs.

"(c) RULES FOR TREATMENT OF RESOURCES.—
"(I) COMPUTATION OF SPOUSAL SHARE AT TIME

OF INSTITUTIONALIZATION. —
"(A) TOTAL JOINT RESO URCES.—There shall be

computed (as of the beginning of the first con-
tinuous period of institutionalization (beginning
on or after September 313, 1989) of the institu-
eionalized spouse)—

'(I) the total value of the resources to the ex-
tent either the institutionalized spouse or the
community spouse has an ownership interest,'
and

'(ii) a spousal share which is equal to ½ of
such total value.

'(B) ASSESSMENT. —At the request of an insti-
tutionalized spouse or community spouse. at the
beginning of the first continuous period of insti-
tutionalization (beginning on or after September
30. 1989) of the institutionalized spouse and
upon the receipt of relevant documentation of
resources, the State shall promptly assess and
document the total value described in subpara-
graph (A) (i) and shall provide a copy of such
assessment and documentation to each spouse
and shall retain a copy of the assessment for use
under this section. If the request is not part of
an application for medical s.Sistance under a
medicaid plan approved under this title, the
State may, at its option as a condition of pro vid-
ing the assessment. require payment of a fee not
exceeding the reasonable expenses of providing
and documenting the assessment. At the time of
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providing the copy of the assessment, the State
shall include a notice indicating that the spouse
will have a right to a fair hearing under sub-
section (e)(2).

"(2) ATTRIBUTION OF RESOURCES AT TIME OF
INITIAL ELIGIBILITY DETERMINATION. —In deter-
mining the resources of an institutionalized
spouse at the time of application for benefits
under a medicaid plan approved under this title,
regardless of any State laws relating to commu-
nity property or the division of marital prop-
erty—

'(A) except as provided in subparagraph (B),
all the resources held by either the institutional-
ized spouse. community spouse, or both, shall be
considered to be available to the institutional-
ized spouse; and

'(B) resources shall be considered to be avail-
able to an institutionalized spouse, but only to
the extent that the amount of such resources ex-
ceeds the amount computed under subsection
(1) (2)(A) (as of the time of application for bene-
fits).

(3) ASSIGNMENT OF SUPPORT RJGHTS.—The in-
stitutionalized spouse shall not be ineligible by
reason of resources determined under paragraph
(2) to be available for the cost of care where—

'(A) the institutionalized spouse has assigned
to the State any n'ghts to support from the com-
munity spouse;

"(B) the institutionalized spouse lacks the
ability to execute an assignment due to physical
or mental impairment but the State has the right
to bring a support proceeding against a commu-
nity spouse without such assignment; or

'(C) the State determines that denial of eligi-
bility would work an undue hardship.

'(4) SEPARATE 7l TMENT OF RESOURCES
AFTER ELIGIBILITY FOR BENEFITS ESTABLISHED. —
During the continuous period in which an insti-
tutionalized spouse is in an institution and after
the month in which an institutionalized spouse
is determined to be eh'gible for benefits under a
medicaid plan approved under this title, no re-
sources of the community spouse shall be
deemed available to the institutionalized spouse.

"(5) RESOURCES DEFINED—For purposes of
this section the term 'resources does not in-
clude—

'(A) resources excluded under subsection (a)
or (d) of section 1613; and

'(B) resources that would be excluded under
section 1613(a)(2) (A) but for the limitation on
total value described in such section.

(d) PROTECTING INCOME FOR COMMUNITY
SPOUSE. —

(1) ALLOWANCES TO BE OFFSET FROM INCOME
OF IJVSTrTLITIONALIZED SPOUSE.—After an insti-
tutionalized spouse is determined or redeter-
mined to be eh'gible for medical assistance under
a medicaid plan approved under this title, in de-
termining the amount of the spouses income
that is to be applied monthly to payment for the
costs of care in the institution, there shall be de-
ducted from the spouse's monthly income the
following amounts in the following order:

'(A) A personal needs allowance (described in
paragraph (2)(A)), in an amount not less than
the amount specified in paragraph (2)(B).

'(B) A community spouse monthly income al-
lowance (as defined in subparagraph (3)). but
only to the extent income of the institutional-
ized spouse is made available to. or for the bene-
fit of the community spouse.

'(C) A family allowance, for each family
member, equal to at least 1/3 of the amount by
which the amount described in paragraph
(4)(A)(i') exceeds the amount of the monthly in-
come of that family member.

"(D) Amounts for incurred expenses for medi-
cal or remedial care for the institutionalized
spouse as provided under paragraph (6).
For purposes of subparagraph (C). the term
family member' only includes minor or depend-
ent children, dependent parents, or dependent
siblings of the institutionalized or community
spouse who are residing with the community
spouse.
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(2) PERSONAL NEEDS ALLOWANCE.—
(A) LV GENERAL. —For purposes of this sec-

tion. the term personal needs allowance' means
an allowance—

'(i) which is reasonable in amount for cloth-
ing and other personal needs of the individual
(or couple) while in an institution; and

'(1,2 which is not less (and may be greater)
than the minimum monthly personal needs al-
lowance described in subparagraph (B).

'(B) MINIMUM MONTHLY PERSONAL NEEDS AL-
LOWANCE—The minimum monthly personal
needs allowance described in this subparagraph
is $30 for an institutionalized individual and $60
for an institutionalized couple (if both are aged,
blind, or disabled, and their incomes are consid-
ered avrilable to each other in determining eligi-
bility.).

"(3,1 cOMMUNITY SPOUSE MONTHLY INCOME AL-
LOWANCE DEFINED. —

"(A) IN GENER4L.—For purposes of this sec-
tion (except as provided in subparagraph (B)),
the community spouse monthly income allow-
ance for a community spouse is an amount by
which—-

"(I) except as provided in subsection (e), the
minimum monthly maintenance needs allowance
(established under and in accordance with
paragraph (4)) for the spouse: exceeds

'(ii) the amount of monthly income otherwise
available to the community spouse (determined
without regard to such an allowance).

'(B) COURT ORDERED SUPPORT. —If a court
has entered an order against an institutional-
ized spouse for monthly income for the support
of the community spouse. the community spouse
monthiy income allowance for the spouse shall
be not less than the amount of the monthly in-
come so ordered.

'(4) ESTABLISHMENT OF MINIMUM MONTHLY
M4IWTENANCE NEEDS ALLOWANCE. —

'(A) IN GENER4L.—Each State shall establish
a minimum monthly maintenance needs allow-
ance f,r each community spouse which, subject
to subparagraph (C), is equal to or exceeds—-

'(i) the applicable percent (described in sub-
paragraph (B)) of '/ia of the poverty line appli-
cable to a family unit of 2 members); plus

(ii) an excess shelter allowance (as defined in
paragraph (5L1.
A revision of the poverty line referred to in
clause (V shall apply to medical assistance fur-
nished during and after the second calendar
quarter that begins after the date of publication
of the revision.

'(B) APPLICABLE PERCENT—For purposes of
subpragraph (A)(i), the applicable percent de-
scribed in this paragraph, effective as of July 1.
1992, is 150 percent.

'(C) CAP ON MINIMUM MOJ'TTHL Y MAINTENANCE
NEEDS ALLOWANCE—The minimum monthly
maintenance needs allowance established under
subparagraph (A) may not exceed $1,500 (subject
to adjustment under subsections (e) and (g)).

'(5) EXCESS SHELTER ALLOWANCE DEFINED.—
For purposes of paragraph 4,,1(A)(ii2, the term
'excess shelter allowance' means, for a commu-
nity spouse, the amount by which the sum of—

'(A) the spouse's expenses for rent or mort-
gage payment (including principal and inerest),
taxes and insurance and. in the, case of a con-
dominium or cooperative, required maintenance
charge. for the community spouse's prJncipal
residence; and

'(B) the standard utility allowance (used by
the State under section 5(e) of the Food Stamp
Act of 1977) or. if the State does not use such an
allowance, the spouse's actual utility expenses,

exceeds 30 percent of the amount described in
paragraph (4,,1(A)(i,,1, except that, in the case of
a condominium or cooperative, for which a
maintenance charge is included under subpara-
graph (A). any allowance under subparagraph
(B) shall be reduced to the extent the mainte-
nance charge includes utility expenses.

(6) INCURRED EXPENSES. —For purposes of
this section, with respect to the post-eligibility
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treatment of income of individuals who are in-
stitutionalized or who would otherwise require
institutionalization but for the provision 'of
home or community-based services, there shall
be disregarded reparation payments made by the
Federal Republic of Germany and, there shall be
taken into account amounts for incurred ex-
penses for medical or remedial care that are not
subject to payment by a third party. including—

"(A) medicare and other health insurance pre-
miums. deductibles, or coinsurance; and

"(B) necessary medical or remedial care recog-
nized under State law but not covered under the
medicaid plan approved under this title, subject
to reasonable limits the State may establish on
the amount of these expenses.

'(e) NOTICE AND FMR HEARING. —
"(1) NOTICE—Upon—
"(A) a determination of eligibility for medical

assistance under a medicaid plan approved
under this title of an institutionalized spouse; or

"(B) a request by either the institutionalized
spouse, or the community spouse, or a represent-
ative acting on behalf of either spouse;
each State shall notify both spouses (in the case
described in subparagraph (A)) or the spouse
making the request (in the case described in sub-
paragraph (B)) of the amount of the community
spouse monthly income allowance (described in
subsection (d)(1)(B)). of the amount of any fam-
ily allowances (described in subsection
(d)(1)(C)). of the method for computing the
amount of the community spouse resources al-
lowance permitted under subsection (1), and of
the spouse's right to a fair hearing under this
subsection respecting ownership or availability
of income or resources, and the determination of
the community spouse monthly income or re-
source allowance.

"(2) FAIR HEARING. —
"(A) IN GENERAL—If either the institutional-

ized spouse or the community spouse is dissatis-
fied with a determination of—

'(i) the community spouse monthly income al-
lowance:

"(ii) the amount of monthly income otherwise
available to the community spouse (as applied
under subsection (d)(2)(B));

'(iii) the computation of the spousal share of
resources under subsection (c) (1);

'(iv) the attribution of resources under sub-
section (c)(2); or

'(v) the determination of the community
spouse resource allowance (as determined under
subsection (I)(2));
such spouse is entitled to a fair hearing with re-
spect to such determination if an application for
benefits under a medicaid plan approved under
this title has been made on behalf of the institu-
tionalized spouse. Any such hearing respecting
the determination of the community spouse re-
source allowance shall be held within 30 days of
the date of the request for the hearing.

"(B) REVISION OF MINIMUM MONTHLY MAINTE-
NANCE NEEDS ALLOWANCE—If either such spouse
establishes that the community spouse needs in-
come. above the level otherwise provided by the
minimum monthly maintenance needs allow-
ance, due to exceptional circumstances resulting
in significant financial duress, there shall be
substituted, for the minimum monthly mainte-
nance needs allowance in subsection (d)(2)(A),
an amount adequate to provide such additional
income as is necessary.

'(C) REVISIoN OF COMMUNITY SPOUSE RE-
SOURCE ALLOWANCE—If either such spouse es-
tablishes that the community spouse resource al-
lowance (in relation to the amount of income
generated by such an allowance) is inadequate
to raise the community spouse's income to the
minimum monthly maintenance needs allow-
ance. there shall be substituted, for the commu-
nity spouse resource allowance under subsection
(I)(2), an amount adequate to provide such a
minimum monthly maintenance needs allow-
ance.

'(i9 PERMITTING TRANSFER OF RESOURCES TO
COMMUNITY SPoUSE.—
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"(1) IN GENERAL. —An institutionalized spouse

may transfer an amount equal to the community
spouse resource allowance (as determined under
paragraph (2)), but only to the extent the re-
sources of the institutionalized spouse are trans-
ferred to, or for the sole benefit o1 the commu-
nity spouse. The transfer under the preceding
sentence shall be made as soon as practicable
after the date of the initial determination of eli-
gibility, taking into account such time as may
be necessary to obtain a court order under para-
graph (3).

'(2) COMMUNITY SPOUSE RESOURCE ALLOW-
ANCE DETERMINED. —For purposes of paragraph
(1), the community spouse resource allowance
for a community spouse is an amount (if any)
by which—

"(A) the greatest of—
"(I) $12. 000 (subject to adjustment under sub-

section (g)), or, if greater (but not to exceed the
amount specified in clause (ii)(II)) an amount
specified under the State plan,

"(ii) the lesser of (I) the spousal share com-
puted under subsection (c)(1), or (II) $60,000
(subject to adjustment under subsection (g)).

'(iii) the amount established under subsection
(e)(2); or

"(iv) the amount transferred under a court
order under paragraph (3);
exceeds

(B) the amount of the resources otherwise
available to the community spouse (determined
without regard to such an allowance).

"(g) INDEXING DOLLAR AMOUNTS. —For serv-
ices furnished during a calendar year after 1989.
the dollar amounts specified in subsections
(d)(3)(C), (I)(2)(A)(), and (I)(2)(A)(ii)(II) shall
be increased by the same percentage as the per-
centage increase in the consumer price index for
all urban consumers (all items; U.S. city aver-
age) between September 1988 and the September
before the calendar year involved.

'(h) DEFINITIONS—For purposes of this sec-
tion:

"(1) INSTITUTIONALIZED SPOUSE—The term
'institutionalized spouse' means an individual
who is in a medical institution or nursing facil-
ity and is married to a spouse who is not in a
medical institution or nursing facility. The term
does not include any such individual who is not
likely to meet the requirements of the preceding
sentence for at least 30 consecutive days.

(2) COMMUNITY SPOUSE—The term 'commu-
nity spouse' means the spouse of an institu-
tionalized spouse.

"PART C—PA YMENTS TO STATES

'SEC. 2121. ALLOTMErn' OF FUNDS AMONG
STATES.

'(a) ALLOTMENTS.—
(1) COMPUTATION—The Secretary shall pro-

vide for the computation of State obligation and
outlay allotments in accordance with this sec-
tion for each fiscal year beginning with fiscal
year 1996.

(2) LIMITATION ON OBLIGATIONS.—
"(A) IN GENERAL—Subject to subparagraph

(B), the Secretary shall not enter into obliga-
tions with any State under this title for a fiscal
year in excess of the obligation allotment for
that State for the fiscal year under paragraph
(4). The sum of such obligation allotments for
all States in any fiscal year (excluding amounts
carried over under subparagraph (B) and ex-
cluding changes in allotments effected under
paragraph (4)(D)) shall not exceed the aggre-
gate limit on new obligation authority specified
in paragraph (3) for that fiscal year.

"(B) ADJUSTMENTS. —
"(I) CARRYOVER OF ALLOTMENT PERMITTED.—

If the amount of obligations entered into under
this part with a State for quarters in a fiscal
year is less than the amount of the obligation
allotment under this section to the State for the
fiscal year, the amount of the difference shall be
added to the amount of the State obligation al-
lotment otherwise provided under this section
for the succeeding fiscal year.
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li') REDUCTION FOR POST-ENACTMENT NEW

OBLICATIONS UNDER TITLE XIX IN FISCAL YEAR
1996.—The amount of the obligation allotment
otherwise provided under this section for fisail
year 1996 for a State shall be reduced by the
amount of the obligations entered into with re-
spect to the State under section 1903 (a) after the
date of the enactment of this title.

"(3) ACGREGATE LIMIT ON NEW O8LIGATION AU-
THORITY. —

(A) IN GENERAL—For purposes of this sub.
section, subject to subparagraph (C). the aggre-
gate limit on new obligation authority. for a [is.
cal year. is the pool amount under subsection
(b) for the fiscal year. divided by the payout ad-
justment factor (described in subparagraph (B))
for the fIscal year.

(B) PAYOUT ADJUSTMENT FACTOR.—For pur-
poses of this subsection, the payout adjustmenr
factor—

(i) for fIscal year 1996 is .950:
'(ii) for fiscal year 1997 is .986; and
"('iii) for a subsequent fiscal year is .998.
'(C) TRANSITIONAL ADJUSTMENT FOR PRE-EN-

ACTMNT-OBLIGATION OUTLAYS—In order to ac-
count for pre-enactment-obligation outlays de-
scribed in paragraph (4) (c)(iv). in determining
the aggregate limit on new obligation authority
under subparagraph (A) for fiscal year 1996. the
pool amount for such fiscal year is equal to—

'(I) the pool amount for such year: reduced
by

"(ii) $24.624 billion.
'14) OBLIGATION ALLOTMENTS. —
"(A) GF.WERAL RULE FOR 59 STATES AND TIlE

DISTRICT OF COLUMBIA.—Except as provided in
this paragraph. the obligation allotment for any
of the 50 States or the District of Columbia for
a fiscal year (beginning with fiscal year 1997) is
an amount that bears the same ratio to the Out-
lay allotment under subsection (c) (2) for such
State or District (not taking into account any
adjustment due to an election under paragraph
(4)) for the fiscal year as the ratio of—'

'(I) the aggregate limit on new obligation au-
thority (less the total of the obligation allot-
ments under subparagraph (B)) for the fiscal
year; to

"(ii) the poo1 amount (less the sum of the Out-
lay allotments for the territories) for such fiscal
year.

'(B) TERRITORJES.—The obligation allotment
for each of the Commonwealths and territories
for a fiscal year is the outlay allotment for such
Commonwealth or territoly (as determined
under subsection (c) (5)) for the fiscal year di-
vided by the payout adjustment factor for the
fiscal year (as defined in paragraph (3)(B)).

'(C) TRANSITIONAL RULE FOR FISCAL YEAR
1996.—

'(i) IN GENERAL—The obligation amount for
fiscal year 1996 for any State. including the Dis-
trict of Columbia. a Commonwealth, or territory.
is determined according to the formula: A=(B-
C),D. where—

"(I) A is the obligation amount for such
State:

'(II) 'B' is the outlay allotment of such State
for fiscal year 1996 (as determined under sub-
section (c)):

'(III) 'C is the amount of the pre-enactment-
obligation outlays (as established for such State
under clause (ii)): and

'(IV) V is the payout adjustment factor for
such fiscal year (as defined in paragraph
(3)(B)),

'(ii) PRE-ENACTMENT-O8LIGATION OUTLAY
AMOUArTS.— Within 30 days after the date of the
enactment of this title, the Secretaiy shall esti-
mate (based on the best data available) and
publish in the Federal Register the amount of
the pre-enactment-obligation outlays (as defined
in clause (iv)) for each State. including the Dis-
trict of Columbia, Commonwealths, and terri-
tories. The total of such amounts shall equal the
dollar amount specified in paragraph (3)(C)(ii).

"(iii) AGREEMENT—The submission of a med-
icaid plan by a State under this title is deemed
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to constitute the State 's acceptance of the obli-
gation allotment limitations under this sub-
section, including the formula for computing the
amount of such obligation allotment.

"(iv) PRE-ENACTMENT-OBLIGATION OUTLAYS
DEFINED—For purposes of this subsection, the
term 'pre-enactment-obligation outlays' means,
for a State. the outlays of the Federal Govern-
ment that result from obligations that have been
incurred under title XIX with respect to the
State before the date of the enactment of this
title, but for which payments to States have not
been made as of such date of enactment.

'(D) ADJUSTMENT TO REFLECT ADOPTION OF
ALTERNATIVE GROW7'H FORMULA. —Any State
that has elected an alternative growth formula
under subsection (c) (4) which increases or de-
creases the dollar amount of an outlay allot-
ment for a fIscal year is deemed to have in-
creased or decreased, respectively, its obligation
amount for such fiscal year by the amount of
such increase or decrease.

"(b) POOL OF A VAIL4BLE FUNDS.—
"(1) IN GFNF.RAL. —For purposes of this section

and subject to section 2124, the pool amount
under this subsection for—

"(A) fiscal year 1996 is $97245,440, 000;
"(B) fiscal year 1997 is $'102. 607.730.702;

(C) fiscal year 1998 is $'106 712039930;
"(D) fiscal year 1999 is $110,980,521,527;
'(E) fiscal year 2000 is $115419. 742389;
'(F) fiscal year 2001 is S120036.532.084;
'(G) fiscal year 2002 is $124.837993.367; and
'(H) each subsequent fiscal year is the poo1

amount under this paragraph for the previous
fiscal year increased by the lesser of 4 percent or
the annual percentage increase in the gross do-
mestic product for the 12-month period ending
in June before the beginning of that subsequent
fiscal year.

'(2) NATIONAL MEDICAID GROWTH PERCENT-
AGE. —For purposes of this section for a fiscal
year (beginning with fiscal year 1997). the na-
tional medicaid growth percentage is the per-
centage by which—

"(A) the poo1 amount under paragraph (1) for
the fiscal year: exceeds

'(B) such pool amount for the previous fiscal
year.

'(c) STATE OUTLAY ALLOTMFJVTS.—
"(1) FISCAL YE4R 1996.—
'(A) IN GENERAL.—Except as provided in

paragraph (6). for each of the 50 States and the
District of Columbia. the amount of the State
outlay allotment under this subsection for fiscal
year 1996. subject to paragraph (4). is 109 per-
cent of—

'(i) the greatest of—
'(1) the total amount of Federal expenditures

(minus the amount paid under section 1923)
made to such State or District under title XIX
for the 4 quarters in fIscal year 1995.

(lI) 103.379859 percent of the total amount of
Federal expenditures made to such State or Dis-
trict under title XIX for the 4 quarters in fiscal
year 1994. or

"(III) 95 percent of the total amount of Fed-
eral expenditures (minus the amount paid under
section 1923) made to such State or District
under title XIX for the 4 quarters in fiscal year
1993: multiplied by

'(ii) the scalar factor described in subpara-
graph (D).

'(B) COMPUTATION OF EXPENDITURES.— The
amount of Federal expenditures described in
subparagraph (A)(J) shall be computed. using
data reported for the appropriate fiscal year on
line 11 of the HCFA Form 64.

'(C) LIMITATION ON ADJUSTMENT. —The
amount computed under subparagraph (B) shall
not be subject to adjustment (based on any sub-
sequent disallowances or otherwise).

(D) SC,vR FACTOR.—The scalar factor
under this subparagraph for fiscal year 1996 is
the ratio of $89,216,000,000 to the total amount
of Federal expenditures (minus the amount paid
under section 1923) made to all States and the
District of Columbia for the 4 quarters in fiscal
year 1995.
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"(2) COMPUTATION OF STATE OUTLAY ALLOT-

MENTS. —
"(A) IN GENERAL—Subject to the succeeding

provisions of this subsection, the amount of the
State outlay allotment under this subsection for
each of the 50 States and the District of Colum-
bia for a fiscal year (beginning with fiscal year
1997) is equal to the product of—

'(i) the needs-based amount determined under
subparagraph (B) for such State or District for
the fIscal year: and

'(ii) the scalar factor described in subpara-
graph (C) for the fiscalyear.

"(B) NEEDS-BASED AMOUNT—The needs-based
amount under this subparagraph for a State or
the District of Columbia for a fiscal year is
equal to the product of—

'(i) the State's or District's aggregate expend-
iture need for the fiscal year (as determined
under subsection (d)); and

"(ii) the States or District's Federal medical
assistance percentage (as determined under sec-
tion 2122(c) (without regard to paragraph
(3) (A)(i) thereof)) for the previous fiscal year
(or. in the case of fiscal year 1997, the Federal
medical assistance percentage determined under
section 1905(b) for fiscalyear 1996).

"(C) SC.4R FACTOR—The scalar factor
under this subparagraph for a fiscal year is
such proportion so that, when it is applied
under subparagraph (A)(ii) for the fiscal year
(taking into account the floors and ceilings
under paragraph (3)), the total of the outlay al-
lotments under this subsection for all the 50
States and the District of Columbia for the fiscal
year (not taking into account any increase or
decrease in an outlay allotment for a fiscal year
attributable to the election of an alternative
growth formula under paragraph (4)) is equal to
the amount by which (i) the pool amount for the
fiscal year (as determined under subsection (b)),
exceeds (ii) the sum of the outlay allotments
provided under paragraph (5) for the Common-
wealths and territories for the fiscal year

'(3) FLOORS AND CEILINGS, —
'(A) FLOOR.—
'(i) IN GENERAL—In no case shall the amount

of the State outlay allotment under paragraph
(2) for a fiscal year be less than the greatest of—

'(I) 102 percent of the amount of the State
outlay allotment under this subsection for the
preceding fIscal year

"(II) .26 percent of the pool amount for such
fiscal year: or

'(III) in the case of a State or District with
an outlay allotment under this subsection for
fiscal year 1998 that exceeds 103.8 percent of
such States or District's outlay allotment for
1997. the applicable percentage. as determined
under clause (ii), of the amount of the State
outlay allotment under this subsection for the
preceding fIscal yea r.

'(ii) APPLICABLE PERCENTAGE—The applica-
ble percentage determined under this clause is
as follows:

"(I) For fiscal year 1999. 104.25 percent.
'(II) For fiscal years 2000 and 2001. 104 per-

cent.
'(III) For fiscal year 2002, 103.4 percent.
"(B) CEILING.—
'(i) IN GENERAL.—In no case shall the amount

of the State outlay allotment under paragraph
(2) for a fiscal year be greater than the product
of—

'(I) the State outlay allotment under this sub-
section for the State or the District of Columbia
for the preceding fiscal year and

'(II) the applicable percentage of the national
medicaid growth percentage (as determined
under subsection (b)(2)) for the fiscal year in-
volved.

'(ii) APPLICABLE PERCENTAGE. —For purposes
of clause (i)(II). the applicable percentage is—

"(I) for fiscal year 1997, 125.5 percent:
(II) for fiscal year 1998. 132 percent:

'7II) for fiscal year 1999, 151 percent:
'(IV) for fiscal year 2000 156 percent;
'(V) for fiscal year 2001, 144 percent:
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• '(VI,) I,r fiscal year 2002 146 percent.
'(4) ELECTION OF ALTERNATIVE GROWTH FOR-

MULA. —
'(A) ELECTION—In order to reduce variations

in increases or decreases in outlay allotments
over time, any of the 50 States or the District of
Columbia may elect (by notice provided to (he
Secretaiy by not later than April 1, 1996) to
adopt an alternative growth rate formula under
this paragraph for the determination of such
States or Districts outlay allotment in fiscal
year 1995 and for the increase or decrease in the
amount of such allotment in subsequent fiscal
years.

"(B) FORMULA—The alternative growth Por-
mula under this paragraph may be any formula
under which—

'(i) a portion of the State outlay allotment for
fiscal year 1996 under paragraph (1) is deferred
and applied to increase the amount of its outlay
allotment for one or more subsequent fiscal
years. so long as the total amount of such in-
creases for all such subsequent fiscal years does
not exceed the amount of the outlay allotment
deferred from fiscal year 1996; or

"(ii) a portion of the State outlay allotment
for one or more of the 3 fiscal years immediately
following fiscal year 1996 under paragraph (2) is
applied to increase the amount of its outlay al-
lotment for fiscal year 1996. so long as the total
amount of such increase does not exceed 25 per-
cent of the amount of the outlay allotment for
fiscal year 1996 otherwise determined under
paragraph (1).

'(5) COMMONWEALTHS AND TERRJTORJES. —The
outlay allotment for each of the Commonwealths
and territories for a fiscal year is the maximum
amount that could have been certified under
sectiol, 1108(c) with respect to the Common-
wealth or territory for the fiscal year with re-
spect to title XIX. if the national medicaid
growth percentage (as determined under sub-
section (b) (2)) for the fiscal year had been sub-
stituted (begInning with fiscal year 1997) for the
percentage increase referred to in section
1108 (c) (1) (B).

"(6) SPECIAL RULE.—
"(A) IN GENERAL—Notwithstanding the pre-

ceding paragraphs of this subsection, the State
outlay allotment for—

"(I) New Hampshire for each of the fiscal
years 1996 through 2000, is $360. 000,000: and

"(i) Louisiana for each of the fiscal years
1996 through 2000, is $2. 622 billion.

'(B) EXCEPTION. —A State described it? sub-
paragraph (A) may apply to the Secretary for
use of the State outlay allotment otherwise de-
termined under this subsection for any fiscal
year. if such State notifies the Secretaiy not
later than March 1 preceding such fiscal year
that such State will be able to expend sufficient
State funds in such fiscal year to qualify for
such allotment.

"(ci) AGGREGATE EXPENDITURE NEED DETER-
MINED.—

"(1) IN GENERAL—For purposes of subsection
(c). the aggregate expenditure need for a State
or the District of Columbia for, a fiscal year is
equal to the product of the following 4 factors:

"(4) RESIDENTS IN POVERTY—The average
annual number of residents in poverty of such
State or District with respect to the fiscal year
(as determined under paragraph (2)).

"(B) CASE MIX INDEX—The average of the
case mix indexes for such State or District (as
determined under paragraph (3)) for the 3 most
recent fiscal years for which data are available.

(C) INPW' COST INDEX—The average of the
input cost indexes for such State or District (as
determined under paragraph (4k) for the 3 most
recent fiscal years for which data are available.

"(D) NATIONAL A VERAGE SPENDING PER RESI-
DFJ7 IN POVERTY—The national average spend-
ing per resident in poverty (as determined under
paragraph (5)).

"(2) RESIDENTS IN POVERTY. —For purposes of
this section:

iA) IN GENERAL—The term average annual
number of residents in poverty means, with re-
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spect to a State or the District of Columbia and
a fiscal year. the average annual number of
residents in poverty (as defined in subparalraph
(B)) in such State or District (based on data
made generally available by the Bureau of the
Census from the Current Population Survey) for
the most recent 3-calendar-year period (ending
before the fiscal year) for which such data are
available.

(B) RESIDENT IN POVERTY DEFINED. —The
term resident in poverty' means an individual
described in section 1614(a) (1) (B) (i) whose fam-
ily income does not exceed 100 percent of the
poverty line for the year involved applicable to
a family of the size involved threshold.

'(3) CASE MIX INDEX. —
'(A) IN GENERAL. —For purposes of this sub-

section. the case mix index for a State or the
District of Columbia for a fiscal year is equal
to—

'(i) the sum of—
'(I) the per recipient expenditures with re-

spect to elderly individuals in such State or Dis-
trict for the fiscal year (determined under sub-
paragraph (B)),

'(II) the per recipient expenditures with re-
spect to the blind and disabled individuals in
such State or District for the fiscal year (deter-
mined under subparagraph (C)). and

'(III) the per recipient expenditures with re-
spect to other individuals in such State or Dis-
trict (determined under subparagraph (D)).'
divided by—

"(ii) the national average spending per recipi-
ent determined under subparagraph (E) for the
fiscal year involved.

'(B) PER RECIPIENT EXPENDITURES FOR THE
ELDER!. Y. —For purposes of subparagraph
(A)(I) (i). the per recipient expenditures with re-
spect to elderly individuals in a State or the Dis-
trict of Columbia for a fiscal year is equal to the
product of—

'(1) the national average per recipient ex-
penditures under this title in the 50 States and
the District of Columbia for the most recent fis-
cal year for which data are available for indi-
viduals who have attained retirement age; and

'(ii) the proportion, of all individuals who re-
ceived medical assistance under this tide in such
State or District in the most recent fiscal year
referred to in clause (1), that were individuals
described in such clause.

'(C) PER RECIPIENT FXPENDITURES FOR THE
BLIND AND DISABLED—For purposes of subpara-
graph (A) (I) (II). the per recipient expenditures
with respect to blind and disabled individuals in
a State or the District of Columbia for a fiscal
year is equal to the product of—

(i) the national average per recipient ex-
penditures under this title in the 50 States and
the District of Columbia for the most recent fis-
cal year for which data are available for indi-
viduals who are eligible for medical assistance
beca use such individuals are blind or disabled
and under retirement age; and

"(ii) the proportion, of all individuals who re-
ceived medical assistance under this tide in such
State or District in the most recent fiscal year
referred to in clause (i). that were individuals
described in such clause.

'(D) PER RECIPIENT EXPENQITURES FOR OTHER
INDIVIDUALS. —For purposes of subparagraph
(A) (i) (III,), the per recipient expenditures with
respect to other individuals in a State or the
District of Columbia for a fiscal year is equal to
the product of—

'(i) the national average per recipient ex-
penditures under this title in the 50 States and
the District of Columbia for the most recent fis-
cal year for which data are available for indi-
viduals who are not described in subparagraph
(B)(i') or (C)(i); and

"(ii) the proportion, of all individuals who re-
ceived medical assistance under this title in such
State or District in the most recent fiscal year
referred to in clause (i'). that were individuals
described in such clause.

'(E) NATIONAL A VERA GE SPENDING PER RECIPI-
EIVT. —For purposes of this paragraph. the na-
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tional average expenditures per recipient for a
fiscal year is equal to the sum of—

(i) the product of (I) the national average
described in subparagraph (B) (i), and (II) the
proportion. of all individuals who received medi-
cal assistance under this title in any of the 50
States or the District of Columbia in the fiscal
year referred to in such subparagraph. who are
described in such subparagraph:

"(ii) the product of (I) the national average
described in subparagraph (C) (i), and (II) the
proportion. of all individuals who received medi-
cal assistance under this title in any of the 50
States or the District of Columbia in the fiscal
year referred to in such subparagraph. who are
described in such subparagraph: and

'(iii) the product of (I) the national average
described in subparagraph (D)(i). and (II) the
proportion, of all individuals who received medi-
cal assistance under this title in any of the 50
States or the District of Columbia in the fiscal
year referred to in such subparagraph. who are
described in such subparagraph.

"(F) DETERMINATION OF NATIONAL A VERA GES
AND PROPORTIONS.—

'(i) IN GENERAL. —The national averages per
recipient and the proportions referred to in
clauses (i) and (ii), respectively, of subpara-
graphs (B), (C), and (D) and subparagraph (E)
shall be determined by the Secretary using the
most recent data available.

"(ii) USE OF MEDICAID DATA—If for a fiscal
year there is inadequate data to compute such
averages and proportions based on expenditures
and numbers of individuals receiving medical
assistance under this title, the Secretary may
compute such averages based on expenditures
and numbers of such individuals under title
XIX for the most recent fiscal year for which
data are available and, for this purpose—

"(I) any reference in subparagraph (B)(i) to
individuals who have attained retirement age
is deemed a reference to individuals whose eligi-
bility for medical assistance is based on having
attained retirement age

"(II) the reference in subparagraph (C) (i') to
'and under retirement age shall be considered
to be deleted and

"(III) individuals whose basis for eligibility
for medical assistance was reported as unknown
shall not be counted as individuals under sub-
paragraph (D)(i').

"(iii) EXPENDITURE DEFINED. —For purposes of
this paragraph, the term expenditure means
expenditures for medical assistance under the
medicaid plan. other than medical assistance at-
tributable to disproportionate share payment
adjustments described in section 2111(b)(7) (or
section 1923, in the case of fiscal year 1995).

'(4) INPUT COST INDEX.—
"(A) IN GENERAL. —For purposes of this sec-

tion. the input cost index for a State or the Dis-
trict of Columbia for a fiscal year is the sum
of—

'(i) 0.15; and
"(ii) 0.85 multiplied by the ratio of (I) the an-

nual average wages for hospital employees in
such State or District for the fiscal year (as de-
termined under subparagraph (B)), to (II) the
annual average wages for hospital employees in
the 50 States and the District of Columbia for
such year (as determined under such subpara-
graph).

'(B) DETERMINATION OF ANNUAL A VERA GE
WAGES OF HOSPITAL EMPLOYEES—The Secretary
shall provide for the determination of annual
average wages for hospital employees in a State
or the District of Columbia and, collectively, in
the 50 States and the District of Columbia for a
fiscal year based on the area wage data applica-
ble to hospitals under 1886(d) (2)(E) (or. if such
data no longer exists, comparable data of hos-
pital wages) for the fiscal year involved.

'(5) NATIONAL A VERAGE SPENDING PER RESI-
DENT IN POVERTY—For purposes of this sub-
section. the national average spending per resi-
dent in poverty—

'(A) for fiscal year 1997 is equal to—



October 30, 1995
'(i) the sum (for each of the 50 States and the

District of columbia) of the total of the Federril
and State expenditures under title XIX for meci-
ical assistance for calendar quarters in fiscul
year 1995 (other than such expenditures under
section 1923). increased by the percentage speci-
fied in subsection (c) (1)(A)(ii), divided by

'(ii) the average of the sum of the number of
residents in poverty (as defined in paragraph
(2) (A)) for afl of the 50 States and the District
of columbia for the 3 most recent fiscal years for
which data are available, and increased by

'(iii) the national medicaid growth percentag€'
(as defined in subsection (b)(2)) for fiscal year
1997:

"(B) for a succeeding fiscal year is equal to
the national average spending per resident in
poverty under this paragraph for the preceding
fiscal year increased by the national medicaid.
growth percentage (as so defined) for the fiscal
year involved.

"(e) PUBLICATION OF OBLIGA TION AND OUTLAY
ALLOTMENTS. —

"(I) NOTICE OF PRELIMINARY ALLOTMENTS.—
Not later than April 1 before the beginning of
each fiscal year (beginning with fiscal year
1997), the Secretary shall initially compute and
publish in the Federal Register notice of the
proposed obligation and outlay allotments for
each State and the District of columbia under
this section (not taking into account subsection
(a)(2) (B)) for the fiscal year. The Secretary shall
indude in the notice a description of the meth-
odology and data used in deriving such allot-
ments for the year.

"(2) REVIEW BY GAO—The comptroller Gen-
eral shall submit to congress by not later than
May 15 of each such fiscal year. a report ana-
lyzing such allotments and the extent to which
such allotments comply with the precise require-
mèntS of this section.

"(3) NOTICE OF FINAL ALLOTMENTS—Not later
than July 1 before the beginning of each such
fiscal year, the Secretary, taking into consider-
ation the analysis contained in the report of the
comptroller General under paragraph (2), shall
compute and publish in the Federal Register no-
tice of the final allotments under this section
(both taking into account and not taking into
account subsection (a)(2)(B)) for the fiscal year.
The Secretary shall include in the notice a de-
scription of any changes in such allotments
from the initial allotments published under
paragraph (1) for the fiscal year and the rea-
sons for such changes. Once published under
this paragraph, the Secretary is not authorized
to change such allotments.

"(4) GAO REPORT ON FINAL ALLOTMENTS.—
The comptroller General shall submit to con-
gress by not later than August 1 of each such
fiscal year, a report analyzing the final allot-
ments under paragraph (3) and the extent to
which such allotments comply with the precise
requirements of this section.
"SEC. 2122. PA YMENTS TO STA TES.

(a) AMOUNT OF PAYMENT—From the allot-
ment of a State under section 2121, plus any ad-
ditional amount available to such State under
subsection (g) or (h), for a fiscal year, subject to
the succeeding provisions of this title, the Sec-
retary shall pay to each State which has a ined-
icaid plan approved under part E, for each
quarter in the fiscal year—

(1) an amount equal to the Federal medical
assistance percentage (as defined in subsection
(c)) of the total amount expended during such
quarter as medical assistance under the plan;
plus

"(2) an amount equal to the Federal medical
assistance percentage of the total amount ex-
pended during such quarter for medically-relat-
ed services (as defined in section 2112(d)(2));
plus

'(3) an amount equal to—
"(A) 90 percent of the amounts expended dur-

ing such quarter for the design. development,
and installation of infomiation systems and for
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providing incentives to promote the enforcement
of medical support orders, plus

(B) 75 percent of the amounts expended dur-
ing such quarter for medical personnel, adminis-
trative support of medical personnel, operation
and maintenance of information systems, modi-
fication of information systems, quality assur-
ance activities, utilization review, medical and
peer review, anti-fraud activities, independent
evaluations, coordination of benefits, and meet-
ing reporting requirements under this title, plus

'(C) 50 percent of so much of the remainder of
the amounts expended during such quarter as
are expended by the State in the administration
of the State plan.

(b) PAYMENT PROCESS.—
(1) QUARTERLY ESTIMATES. —Prior to the be-

ginning of each quarter, the Secretary shall esti-
mate the amount to which a State will be enti-
tled under subsection (a) for such quarter, such
estimates to be based on (A) a report filed by the
State containing its estimate of the total sum to
be expended in such quarter in accordance with
the provisions of such subsections, and stating
the amount appropriated or made available by
the State and its political subdivisions for such
expenditures in such quarter, and if such
amount is less than the States proportionate
share of the total sum of such estimated expend-
itures. the source or sources from which the dif-
ference is expected to be derived, and (B) such
other investigation as the Secretary may find
necessary.

'(2) PAYMENT.—
'(A) IN GENERAL—The Secretary shall then

pay to the State, in such installments as the
Secretary may determine and in accordance
with section 6503(a) of title 31, United States
code, the amount so estimated, reduced or in-
creased to the extent of any overpayment or
underpayment which the Secretary determines
was made under this section (or section 1903) to
such State for any prior quarter and with re-
spect to which adjustment has not already been
made under this subsection (or under section
1903(d)).

"(B) TREATMENT AS OVF.RPA YMENTS. —Expend-
itures for which payments were made to the
State under subsection (a) shall be treated as an
overpayment to the extent that the State or local
agency administering such plan has been reim-
bursed for such expenditures by a third party
pursuant to the provisions of its plan in compli-
ance with section 2135.

'(c) RECOVERY OF OVERPAYMENTS.—For pur-
poses of this subsection, when an overpayment
is discovered, which was made by a State to a
person or other entity, the State shall have a pe-
riod of 60 days in which to recover or attempt to
recover such overpayment before adjustment is
made in the Federal payment to such State on
account of such overpayment. Except as other-
wise provided in subparagraph (D), the adjust-
ment in the Federal payment shall be made at
the end of the 60 days, whether or not recovery
was made.

'(D) NO ADJUSTMENT FOR UNCOLLECTABLES.—
In any case where the State is unable to recover
a debt which represents an overpayment (or any
portion thereol) made to a person or other entity
on account of such debt having been discharged
in bankruptcy or otherwise being uncollectable,
no adjustment shall be made in the Federal pay-
ment to such State on account of such overpay-
ment (or portion thereof).

'(3) FEDERAL SHARE OF RECOVERIES—The pro
rata share to which the United States is equi-
tably entitled, as determined by the Secretary,
of the net amount recovered during any quarter
by the State or any political subdivision thereof
with respect to medical assistance furnished
under the State plan shall be considered an
overpayment to be adjusted under this sub-
section.

"(4) TIMING OF OBLIGATION OF FUNDS—Upon
the making of any estimate by the Secretary
under this subsection, any appropriations avail-
able for payments under this section shall be
deemed obligated
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'(5) DISALLOWANCEs.—In any case in which

the Secretary estimates that there has been an
overpayment under this section to a State on the
basis of a claim by such State that has been dis-
allowed by the Secretary under section 1116(d).
and such State disputes such disallowance, the
ambunt of the Federal payment in controversy
shall, at the option of the State, be retained by
such State or recovered by the Secretary pend-
ing a final determination with respect to such
payment amount. If such final determination is
to the effect that any amount was properly dis-
allowed, and the State chose to retain payment
of the amount in controversy, the Secretary
shall offset, from any subsequent payments
made to such State under this title, an amount
equal to the proper amount of the disallowance
plus interest on such amount disallowed for the
period beginning on the date such amount was
disallowed and ending on the date of such final
determination at a rate (determined by the Sec-
retary) based on the average of the bond equiva-
lent of the weekly 90-day treasury bill auction
rates during such period.

"(c) FEDERAL MEDICAL ASSISTANCE PERCENT-
AGE DEFINED. —

"(1) IN GENERAL. —For purposes of this sec-
tion, except as provided in subsection (f). the
Federal medical assistance percentage, with re-
spect to each of the 50 States or the District of
columbia. is 100 percent less the State percent-
age.

"(2) STATE PERCENTAGE.—
"(A) IN GENERAL.—Except as provided in sub-

paragraph (B), the State percentage is that per-
centage which bears the same ratio to 45 percent
as the square of the per capita income of such
State bears to the square of the per capita in-
come of the continental United States (including
Alaska) and Hawaii.

"(B) EXCEPTION. —For purposes of this title
only, for Alaska, the State percentage is that
percentage which bears the same ratio to 45 per-
cent as the square of the adjusted per capita in-
come of such State bears to the square of the per
capita income of the continental United States.
For purposes of the preceding sentence, the ad-
justed per capita income for Alaska shall be de-
termined by dividing the State's most recent 3-
year average per capita by the input cost index
for such State (as determined in section
2121 (d) (4)).

'(3) LIMrTATION ON RANGE—In no case shall
the Federal medical assistance percentage be—

"(A) less than—
"(1) 60 percent, or
"(ii) 50 percent. in the case of any other pro-

vision of law other than this title; or
"(B) more than 83 percent.
'(4) PROMULGA TION. —The Federal medical as-

sistance percentage for any State shall be deter-
mined and promulgated in accordance with the
provisions of section 1101 (a) (8)(B).

'(d) PROVIDER-RELATED DONATIONS AND
HEALTH CARE RELATED TAXES. —

'(1) GENERAL LIMITATIONS. —
'(A) REDUCTION IN MEDICAL ASSISTANCE EX-

PENDITURES. —Notwithstanding the previous
provisions of this section, for purposes of deter-
mining the amount to be paid to a State (as de-
fined in paragraph (5)(D)) under this section for
quarters in any fiscal year, the total amount ex-
pended during such fiscal year as medical as-
sistance under the medicaid plan (as determined
without regard to this subsection) shall be re-
duced by the sum of any revenues received by
the State (or by a unit of local government in
the State) during the fiscal ye ar—.

'(I) from provider-related donations (as de-
fined in paragraph (2)(A)), other than—

'(I) bona fide provider-related donations (as
defined in paragraph (2)(B)), and

'(II) donations described in paragraph (2)(c);
(ii) from health care related taxes (as defined

in paragraph (3)(A)). other than broad-based
health care related taxes (as defined in para-
graph (3)(B)): or
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(iii) from a broad-based health care related

tax. if there is in effect a hold harmless provi-
sion (described in paragraph ('4L) with respect to
the tax.

'(B) REDUCTION IN ADMINIST&4 TIVE EXPENDI-
TURES. —Notwithstanding the previous pro vi-
sions of this section, for purposes of determining
the amount to be paid to a State under this sec-
tion for all quarters in a Federal fiscal year (be-
ginning with fiscal year 1996). the total amount
expended during the fiscal year for administra-
tive expenditures under the medicaid plan (as
determined without regard to this subsecdo)
shall be reduced by the sum of any revenues re-
ceived by the State (or by a unit of local govern-
ment in the State) during such quarters from do-
nations described in paragraph (2)(C), to the ex-
tent the amount of such donations exceeds 10
percent of the amounts expended under the
medicaid plan approved under this title duiing
the fiscal year for purposes described in sub-
section (a)(3).

'(2) PROVIDER-RELATED DONATIONS. —
'(A) IN GENERAL—For purposes of this sub-

section, the tel-rn provider-related donation
means any donation or other voluntary pay-
ment (whether in cash or in kind) made (directly
or indirectly) to a State or unit of local govern-
ment by—

(i) a health care provider (as defined in
paragraph (5)(B)):

'(ii) an entity related to a health care pro-
vider 'as defined in paragraph '5,)(cL); or

'(iii) an entity providing goods or services
under the State plan for which payment is made
to the State under subsection (a)(3).

'(B) BONA FIDE PROVIDER-RELATED DONA-
TIONS. '—For purposes of paragraph (l)(A)(i)(I),
the term bona tIde provider-related donation
means a provider-related donation that his no
direct or indirect relationship (as determined by
the Secretary) to payments made under this title
to that provider, to providers furnishing the
same class of items and services as that pro-
vider, or to any related entity, as established by
the State to the satisfaction of the Secretary.
The Secretary may by regulation specify types
of prvvider-related donations described in the
previcus sentence that will be considered to be
bona (Ide provider-related donations.

'(C) DONATIONS DESCRIBED—For purposes of
paragraph (1)(A)(i)(II), donations descriL'ed in
this subparagraph are funds expended by a hos-
pitaL clinic, or similar entity for the direct cost
(including costs of training and of preparing
and distributing outreach materials) of State or
local agency personnel who are stationed at the
hospital, clinic, or entity to determine the eligi-
bility of individuals for medical assistance
under- a medicaid plan approved under this title
and to provide outreach services to eligible or
potentially eligible individuals.

'(3) HFj, 7f CARE RELATED TAXES. —
'(A) IN GENER4L—For purposes of this sub-

section, the term 'health care related tax means
a tax (as defined in paragraph (5)(F)) that—

'(i') is related to health care items or services,
or tc the provision of; the authority to provide,
or payment for, such items or services; or

"(ii) is not limited to such items or services but
provides for treatment of individuals or entities
that are providing or paying for such items or
services that is different from the treatment pro-
vided to other individuals or entities.
In applying clause (i), a tax is considered to re-
late to health care items or services if at least 85
percent of the burden of such tax falls or health
care providers.

"(B) BROAD-BASED HEALTH CARE RELATED
TAX—For purposes of this subsection, the term
'broad-based health care related tax' means a
health care related tax which is imposed with
respect to a class of health care items or services
(as described in paragraph (5)(A)) or with re-
spect to providers of such items or services and
which, except as provided in subparagraphs (D)
and (E)—
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'(i) is imposed at least with respect to all

items or services in the class furnished by all
non-Federal, nonpublic providers in the State
(or. in the case of a tax imposed by a unit of
local government, the area over which the unit
hasjurisdiction) or is imposed with respect to all
non-Federal, nonpublic providers in the class;
and

(ii) is imposed uniformly (in accordance with
subparagraph (C)).

'(C) UNIFORM IMPOSITION OF TAX. —
'(i) IN GENERAL—Subject to clause (ii). for

purposes of subparagraph (B) (ii), a tax is con-
sidered to be imposed uniformly if—

"(I) in the case of a tax consisting of a licens-
ing fee or similar tax on a class of health care
items or services (or providers of such items or
services), the amount of the tax imposed is the
same for every provider providing items or serv-
ices within the class:

"(II) in the case of a tax consisting of a li-
censing fee or similar tax imposed on a class of
health care items or services (or providers of
such services) on the basis of the number of beds
(licensed or otherwise) of the provider, or the
number of patient days or other unit of service,
the amount of the tax is the same for each bed,
or each unit of service, of each provider of such
items or services in the class:

"(III) in the case of a tax based on revenues
or receipts with respect to a class of items or
services (or providers of items or services) the
tax is imposed at a uniform rate for all items
and services (or providers of such items of serv-
ices) in the class on all the gross revenues or re-
ceipts, or net operating revenues, relating to the
provision of all such items or services (or all
such providers) in the State (or. in the case of
a tax imposed by a unit of local government
within the State. in the area over which the
unit has jurisdiction): or

'(IV) in the case of any other tax, the State
establishes to the satisfaction of the Secretary
that the tax is imposed uniformly.

"(ii) DETERMINATION OF NONUNIFORMITY. —
Subject to subparagraphs (D) and (E), a tax im-
posed with respect to a class of health care items
and services is not considered to be imposed uni-
formly if the tax provides for any credits, exclu-
sions, or deductions which have as their pur-
pose or effect the return to providers of all or a
portion of the tax paid in a manner that is in-
consistent with subclauses (I) and (II) of sub-
paragraph (E)(ii) or provides for a hold harm-
less provision described in paragraph (4).

"(D) EXCEPTIONS TO NONUNIFORMITY DETER-
MINATIONS.—A tax imposed with respect to a
class of health care items and services is consid-
ered to be imposed uniformly—

(i) notwithstanding that the tax is not im-
posed with respect to items or services (or the
providers thereof) for which payment is made
under a medicaid plan approved under this title
or title XVIII,. or

'(ii) in the case of a tax described in subpara-
graph (C) (i) (III), notwithstanding that the tax
provides for exclusion (in whole or in part) of
revenues or receipts from a medicaid plan ap-
proved under this title or title XVIII.

'(E) WAIVER APPLICATION FOR TREATMENTS AS
BROAD-BASED TAX.—

'(1) IN GENERAL—A State may submit an ap-
plication to the Secretary requesting that the
Secretary treat a tax as a broad-based health
care related tax, notwithstanding that the tax
does not apply to all health care items or serv-
ices in class (or all providers of such items and
services), provides for a credit, deduction, or ex-
dusion, is not applied uniformly, or otherwise
does not meet the requirements of subparagraph
(B) or (C). Permissible waivers may include ex-
emptions for rural or sole-community providers.

'(ii) WAIVER APPROVAL REQUIREMENTS—The
Secretary shall approve such an application if
the State establishes to the satisfaction of the
Secretary that—

'(I) the net impact of the tax and associated
expenditures under the medicaid plan approved
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under this title as proposed by the State is gen-
erally redistributive in nature.' and

"(II) the amount of the tax is not directly cor-
related to payments under such plan for items
or services with respect to which the tax is im-
posed.

(iii) DETERMINATION OF REDISTRIBUTIVE NA-
TURE—In determining whether a tax for which
a waiver is sought is generally redistributive in
nature, the Secretary shall, if requested by the
State—

'(I) compare the tax to a tax that meets any
of the uniformity requirements of subparagraphs
(C) or (D); and

"(II) consider in the aggregate all classes (or
providers) of health care items or services that
are subject to the same tax.

"(iv) TERM OF WAIVER. —A tax for which the
Secretary has approved an application for waiv-
er shall not be subject to the requirements of a
further waiver application solely because a
change in the rate of tax.

"(F) TREATMEWT OF MANAGED CARE PRE-
MIUMS.—No tax on the payment or receipt of
premiums or similar periodic payments to health
maintenance organizations or health care insur-
ers shail be treated as a health care related tax
unless and until the Secretary, after consulta-
tion th the States pursuant to section 5(c) of
the Medicaid Voluntary Contribution and Pro-
vider-Specific Tax Amendments of 1991, adopts a
final regulation specifically subjecting such
taxes, or any of such taxes, to the provisions of
this subsection.

"(4) HOLD HARMLESS DETERMINATION. —For
purposes of paragraph (1)(A)(iii), there is in ef-
fect a hold harmless provision with respect to a
broad-based health care related tax imposed
with respect to a class of items or services if the
Secretary determines that any of the following
applies:

"(A) The State or other unit of government
imposing the tax provides (directly or indirectly)
for a payment (other than under a medicaid
plan approved under this title) to taxpayers and
the amount of such payment is positively cor-
related either to the amount of such tax or to
the difference between the amount of the tax
and the amount of payment under the medicaid
plan.

'B) All or any portion of the payment made
under this title to the taxpayer varies based
only upon the amount of the total tax paid.

"(C) The State or other unit of government
imposing the tax provides (directly or indirectly)
for any payment. offset, or waiver that guaran-
tees to hold taxpayers harmless for any portion
of the costs of the tax.
Notwithstanding the provisions of this para-
graph, no hold harmless shall be found to be in
effect with respect to a tax enacted or extended
prior to October 1, 1995. because of the existence
in the State of a program of financial aid or of
tax credits for recipients of health care items or
services from providers that are subject to an
otherwise valid health care related tax.

'(5) DEFINITIONS AND SPECIAL RULES. —For
purposes of this subsection:

"(A) CLASSES OF HEALTH CARE ITEMS AND
SER VICES—Each of the following shall be con-
sidered a separate class of health care items and
services:

'(i') Inpatient hospital services.
"(ii) Outpatient hospital services.
"(iii) Nursing facility services (other than

services of intermediate care facilities for the
mentally retarded).

'(iv) Services of intermediate care facilities for
the mentally retarded.

"(v) Physicians services.
(vi) Home health care services.
(vii) Outpatient prescnption drugs.
(viii) Services of health maintenance organi-

zations (and other organizations with contracts
under section 2114) not otherwise subject to a
tax described in this subsection.

"(ix) Such other classification of health care
items and services consistent with this subpara-
graph as the Secretary may establish by regula-
tion.
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• '(B) HEAL Tb' CARE PROVIDER.— The term

health care provider' means an individual or
person that receives payments for the provision
of health care items or services.

(C) RELATED EN7TTIES.—An entity is consid-
ered to be related to a health care provider if
the entity—

(i) is an organization, association, corpora-
tion or partnership formed by or on behalf of
health care providers;

• (ii) is a person with an ownership or control
interest (as defined in section 1124 (a) (3)) in they
pmvider:

(iii) is the employee, spouse, parent, child, or
sibling of the provider (or of a person described
in clause (ii)); or

(iv) has a similar, close relationship (as de-
lined in regulations) to the provider.

(D) STATE.—The term State means only the
50 States and the District of Columbia.

'(E) STATE FISCAL YAj?.—The 'State fiscal
year' means, with respect to a specified year, a
State fiscal year ending in that specified year.

(F) TAX—The term tax' includes any licens-
ing fee, assessment, or other mandatory pay-
ment, but does not indude any fee or charge as-
sociated with a State regulatory, authorizing, fi-
nancial assistance, or other program in which
health care providers are eligible to participate.
or payment of a criminal or civil fine or penalty
(other than a fine or penalty imposed in lieu of
or instead of a fee, assessment, or other manda-
tory payment).

(C) UNIT OF LOCAL GOVERNMENT—The term
unit of local government means, with respect
to a State. a city, county, special purpose dis-
trict, or other governmental unit in the State.

(6) CERTAIN IMPOSITION OF REALTY CARE RE-
LA TED TAXES PROHIBITED. —No payment may be
made to a State under this section with respect
to State expenditures attributable to health care
related taxes or broad-based health care related
taxes imposed on hospitals described in section
501(c) (3) of the Internal Revenue Code of 1986
which do not accept reimbursement under a
medicaid plan.

(e) ThEA TMEN7' OF STATE EXPENDITURES. —
(1) IN GENERAL—No payment may be made

to a State under this section unless such State
provides not less than 40 percent of the non-
Federal share of the expenditures under the
medicaid plan.

(2) TREATMENT OF CERTAIN EXPENDITURES. —
In determining State expenditures under this
section:

(A) TRANSFERS FROM OTHER STATE AND
LOCAL PROGRAMS. —Such expenditures shall not
include funding supplanted by transfers from
other State and local programs.

"(B) EXCLUSION OF FEDERAL AMOUNTS. —Such
expenditures shall not include amounts made
available by the Federal Government and any
State funds which are used to match Federal
funds or are expended as a condition of receiv-
ing Federal funds under Federal programs other
than under this title.

(1) SPECIAL RULES—For purposes of this
title:

'(1) COMMONWEAL THS AND TERRITORIES. —In
the case of Puerto Rico, the Virgin Islands,
Guam. the Northern Manana Islands, and
American Samoa. the Federal medical assistance
percentages are 50 percent.

(2) INDIAN HEALTH PROGR4MS.—The Federal
medical assistance percentages shall be 100 per-
cent with respect to the amounts expended as
medical assistance for services which are pro-
vided by—

(A) the Indian Health Service,
(B) an Indian health program operated by

an Indian tribe or tribal organization puzsuant
to a contract, grant. cooperative agreement. or
compact with the Indian Health Service under
authority of the Indian Self-Determination Act
(25 U.S.C. 450 et seq.); or

(C) an urban Indian health program oper-
ated by an urban Indian organization pursuant
to a grant or contract with the Indian Health
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Service under authority of title V of the Indian
Health Care Improvement Act (25 U.S.C. 1601 et
seq.).

'(3) NO STATE MATCHING REQUIRED FOR CER-
TAIN EXPENDITURES. —In applying subsection
(a)(1) with respect to medical assistance pro-
vided to unlawful aliens pursuant to the excep-
tion specified in section 2123(0(2), payment
shall be made for the amount of such assistance
without regard to any need for a State match.

"(4) SPECIAL RULE.—
(A) IN GENERAL. —Notwithstanding sub-

section (a). in order to receive the full State Out-
lay allotment described in section 2121 (c) (6), a
State shall expend State funds in a fiscal year
under a medicaid plan approved under this title
in an amount not less than the adjusted base
year State expenditures, plus an applicable per-
centage of the difference between such expendi-
tures and the amount necessary to qualify for
the full State outlay allotment so described in
such fiscal year as determined under this section
without regard to this paragraph.

(B) REDUCTION IN ALL OTMEN7' IF EXPENDI-
TURE LIMIT NOT MET—In the event a State fails
to expend State funds in an amount required by
subparagraph (A) for a fiscal year, the outlay
allotment described in section 2121 (c)(6) for such
year shall be reduced by an amount which bears
the same ratio to such outlay allotment as the
State funds expended in such fiscal year bears
to the amount required by subparagraph (A).

"(C) ADJUSTED BASE YEAR STATE EXPENDI-
TURES. —For purposes of this paragraph. the
term adjusted base year State expenditures'
means—

(i) for New Hampshire, $203,000,000; and
(ii) for Louisiana. $355,000,000.
(D) APPLICABLE PERCENTAGE—For purposes

of this paragraph, the applicable percentage for
any fiscal year is specified in the following
table:

Applicable
'Fiscalyear: Percentage:

1996 20
1997 40
1998 60
1999 80
2000 100.

'(g) CARRYOVER AMOUNTS AVAILABLE FOR
PA YMEN7'. —

'(1) CARRYOVER OF ALLOTMENT PERMI7TED.—
(A) IN GENER4L.—If the amount of the pay-

ment to a State under this section for a fiscal
year does not exceed—

(i) the amount of the allotment provided to
.cuch State under section 2121 for such fiscal
year. plus

'(ii) subject to subparagraph (B), the amount
available to the State for such fiscal year (other
than amounts available under paragraph (2))
resulting from the application of this subpara-
gjraph in the preceding fiscal year.
then the amount of the difference shall be added
to the amount of the allotment otherwise pro-
vided under section 2121 for the succeeding fis-
cal year.

(B) MAXIMUM CARRYOVER AMOUNT. — With
respect to each fiscal year. the maximum
amount of the difference described in subpara-
graph (A) which may be added to the allotment
otherwise provided under section 2121 to a State
may not exceed the total amount for the 2 imme-.
diately preceding fiscal years of the difference
in each such fiscal year between the payment to
a State under this section and the amount of the
allotment provided under section 2121.

"(2) EXCESS AMOUNTS REALLOCATED.—
'(A) IN GENERAL—The sum of the amounts in

excess of the maximum carryover amounts deter-
mined under paragraph (1)(B) for any fiscal
year for all of the 50 States and the District of
Columbia shall be available for payment in such
fiscal year to qualified States on a quarterly
basis as otherwise determined under this sec-
tion.

'(B) QUALIFIED STA TE. —For purposes of sub-
paragraph (A). in the case of any fiscal year, a
qualified State is a State—
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(i) with a State outlay allotment under sec-

tion 2121 which is—
'(I) subject to the ceiling determined under

section 2121 (c) (3) (B) for the fiscal year,
• (II) not subject to such ceiling or to the floor

determined under section 2121 (c) (3) (A), or
('III) subject to such floor:
(ii) which has no amount of difference as de-

termined under paragraph (1) for any preceding
fiscal year which may be added to the amount
of the allotment provided under section 2121 for
the fiscal year; and

(iii) which applies for payments under sub-
paragraph (A) in such manner as the Secretary
determines.

(C) ALLOCATION RULES—For any fiscal year,
in the event the total amount of payment.s ap-
plied for by all qualified States under subpara-
graph (B) exceeds the excess amount available
for such fiscal year under subparagraph (A),
the Secretary shall allocate such payments
among groups of qualified States in the follow-
ing order;

(i) All qualified States described in subpara-
graph (B)(i)(I).

(ii) All qualified States described in subpara-
graph (B) (i) (II).

'(iii) All qualified States described in sub-
paragraph (B) ('2(III).
If such excess amount is not sufficient with re-
spect to any group of qualified States. the Sec-
retary shall allocate such payments proportion-
ately among the qualified States in such group.

'(h) ADDITIONAL AMOUNTS AVAILABLE FOR
PA YMEIYT. —

(l) APPROPRIATION—There is hereby author-
ized to be appropriated and there are appro-
pnated additional amounts described in para-
graph (2) which shall be paid to the States de-
scribed in such paragraph and may be used
without fiscal year limitation.

(2) ADDITIONAL AMOU,'.rrS DESCRIBED. —The
additional amounts described in this paragraph
are as follows:

(A) For Arizona. $63,000, (VU.
(B) For Florida. $250. 000,000.

'(C) For Georgia. $34,000.0(V.
'(D) For Kentucky. $76,500,0(V.
(E) For South Carolina, $181, OW,OCO.
(F) For Washington, $250, 0X1,0OO.
(C) For Vermont, $50, 000,000.

SEC. 2123. LIMiTATION ON USE OF FUNDS; DIS-
ALLOWANCE.

'(a) IN GENERAL—Funds provided to a State
under this title shall only be used to carry Out
the purposes of this title.

(b) DISALLOWANCS FOR EXCLUDED PROVID-
ERS.-

'(1) IN GENE.RAL.—No payment shall be made
to a State under this part for expenditures for
items and services furnished—

(A) by a provider who was excluded from
participation under title V, XVIII. or XX or
under this title puzsuant to section 1128. 1128A.
1156, or 18420) (2); or

(B) under the medical direction or on the
prescription of a physician who was so ex-
cluded, if the provider of the services knew or
had reason to know of the exclusion.

(2) EXCEPTION FOR EMERGENCY SERVICES. —
Paragraph (1) shall not apply to emergency
items or services, not including hospital emer-
gency room services.

(c) LIMITATION. —No Federal financial assist-
ance is available for expenditures under the
medicaid plan for medically-related services for
a quarter to the extent such expenditures exceed
5 percent of the total expenditures under the
plan for the quarter.

(d) TREATMENT OF ThIRD PARTY LIABIL-
ITY—No payment shall be made to a State
under this part for expenditures for medical as-
sistance provided for an individual under its
medicaid plan to the extent that a private in-
surer (as defined by the Secretary by regulation
and including a group health plan (as defined
in section 607(1) of the Employee Retirement In-
come Security Act of 1974). a service benefit
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plan, and a health maintenance organization)
would hi ye been obligated to provide such as-
sistance but for a provision of its insurance ccn-
tract which has the effect of limiting or exclud-
ing such obligation because the individual is eli-
gible for or is provided medical assistance under
the plan.

''e,) MEDICAID AS SECONDARY PAYER—Except
as otherwise provided by law, no payment shall
be made to a State under this part for expendi-
tures for medical assistance provided for an in-
dividual under its medicaid plan to the extent
that payment has been made or can reasonably
be expected to be made promptly (as determined
in accordance with regulations, under any
other federally operated or financed health care
program, other than a program operated or fi-
nanced by the Indian Health Service, as ideriti-
fled by the Secretary. For purposes of this sub-
section. rules similar to the rules for overpay-
ments under section 2122(b) shall apply.

'(1) LIMJTA TION ON PA YMEfrTS TO EMERGVCY
SERVICES FOR NONLA WFUL ALIENS. —

"(I) IN GENERAL—Notwithstanding the pre-
ceding provisions of this section, except as pro-
vided ii? paragraph (2), no payment shall be
made to a State under this part for medical as-
sistance furnished to an alien who is not law-
fully admitted for permanent residence or other-
wise permanently residing in the United States
under color of law.

"(2) EXCEPTION FOR EMERGENCY SERVICES.—
Payment may be made under this section for
care and services that are furnished to an alien
described in paragraph (I) only if—

(A) such care and services are necessary for
the treatment of an emergency medical condi-
tion of the alien;

'(B) such alien otherwise meets the eligibility
requirements for medical assistance under the
medicaid plan (other than a requirement of the
receipt of aid or assistance under tide IV sup-
plemental security income benefits under title
XVI, or a State supplementary payment); and

'(C) such care and services are not related to
an organ transplant procedure,

'(3) EMERGENCY MEDICAL CONDITION DE-
FINED. —For purposes of this subsection, the
term 'emergency medical condition' means a
medicl condition (including emergency labor
and delivery) manifesting itself by acute symp-
toms of sufficient severity (including severe
pain) such that the absence of immediate medi-
cal atcention could reasonably be expected to re-
sult in—

'(A) placing the patients health in serious
jeopardy;

'(B,' serious impairment to bodily functions:
or

'(C) serious dysfunction of any bodily organ
or part.

'g UNA UTHORIZW USE OF FUNDS. —Nc pay.
ment shall be made to a State under this part
with respect to State expenditures—

'(I) to purchase or improve land or construct
or remodel buildings;

(2) to pay basic room and board costs, except
when provided as part of a temporary, respite
care service in a facility approved by the State
which is not a private residence;

'(3) to provide educational services which the
State makes generally available to its residents
without cost and without regard to income; or

"(4) to provide vocational rehabilitation or
other employment training and related services
which are available to eligible individuals
through other Federal, State or local programs
and funding sources.
SEC. 2124. GRANT PROGRAM FOR COMMUNITY

HEALTH CENTERS AND RURAL
HEALTH CLINICS.

"(a,) IN GENERAL—From the pool amount de-
termined under section 2121(b) (1) for fiscal
year. the Secretary shall set aside an amount
equal to I percent of such amount.

"(h) USE OF FUNDS. —Fifty percent of the
amount set aside by the Secretary under sub-
section (a) shall only be used for grants for pri-
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mary and preventive health care services pro-
vided at rural health clinics (as defined in sec-
tion 1861 (aa) (2)) and 50 percent of such amount
shall only be used for grants for such services
provided at Federally-qualified health centers
(as defined in section 1861 (aa)(4)).

'(c) GRAI%'r AMOUNTS—The Secretary shall
provide the methodology for determining the
amount of each grant made under subsection
(b).

"PART D—PROGRAM IIrTEGRITY AND QUALITY

"SEC. 2131. USE OF AUDITS TO ACHIEVE FISCAL
INTEGRITY,

"(a) FINANCIAL AUDITS OF PROGRAM.—
"(I) IN GENERAL—Each medicaid plan shall

provide for an annual audit of the States ex-
penditures from amounts received under this
title, in compliance with chapter 75 of title 31.
United States Code.

'(2) VERiFICATION AUDITS. —If after consulta-
tion with the State and the Comptroller General
and after a fair hearing, the Secretary deter-
mines that a State 's audit under paragraph (I)
was performed in substantial violation of chap-
ter 75 of title 31, United States Code, the Sec-
retary may—

'(A) require that the State provide for a ver-
ification audit in compliance with such chapter:
or

"(B) conduct such a verification audit.
'(3) A VAILABILITY OF AUDIT REPORTS. — With-

in 30 days after completion of each audit or ver-
ification audit under this subsection, the State
shall—

(A) provide the Secretary with a copy of the
audit report. including the States response to
any recommendations of the auditor: and

'(B) make the audit report available for pub-
lic inspection in the same manner as proposed
medicaid plan amendments are made available
under section 2105,

'(b) FISCAL COI%'-rRoLS.—
'(I) IN GENERAL. — With respect to the ac-

counting and expenditure of funds under this
title, each State shall adopt and maintain such
fiscal controls, accounting procedures. and data
processing safeguards as the State deems rea-
sonably necessary to assure the fiscal integrity
of the State's activities under this title.

(2) CONSISTENCY WITH GENERALL Y ACCEPTED
ACCOUIrrING PRINCIPLES. —Such controls and
procedures shall be generally consistent with
generally accepted accounting principles as rec-
ognized by the Governmental Accounting Stand-
ards Board or the Comptroller General.

"(c) AUDITS OF PRO VIDERS. —Each medicaid
plan shall provide that the records of any entity
providing items or services for which payment
may be made under the plan may be audited as
necessary to ensure that proper payments are
made under the plan.
"SEC. 2132. FRAUD PREVENTION PROGRAM

'(a) ESTABLISHMENT. —Each medicaid plan
shall provide for the establishment and mainte-
nance of an effective program for the detection
and prevention of fraud and abuse by bene-
ficiaries, providers, and others in connection
with the operation of the progi-am.

'(b) PROGRAM REQUIREMEfrTS. — The program
established pursuant to subsection (a) shall in-
clude at least the following requirements:

'(I) DISCLOSURE OF INFORMATION—Any dis-
closing entity (as defined in section 1124(a)) re-
ceiving payments under the medicaid plan shall
comply with the requirements of section 1124.

(2) SUPPLY OF INFORMA TION. —An entity
(other than an individual practitioner or a
group of practitioners) that furnishes, or ar-
ranges for the furnishing o. an item or service
under the medicaid plan shall supply upon re-
quest specifically addressed to the entity by the
Secretary or the State agency the information
described in section 1128(b) (9).

'(3) EXCLUSION. —
"(A) IN GENERAL—The medicaid plan shall

exclude any specified individual or entity from
participation in the plan for the period specified
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by the Secretary when required by the Secretary
to do so pursuant to section 1128 or section
1128A, and provide that no payment may be
made under the plan with respect to any item or
service furnished by such individual or entity
during such period.

'(B) A UTHORJTh'. —In addition to any other
authority, a State may exclude any individual
or entity for purposes of participating under the
medicaid plan for any reason for which the Sec-
retary could exclude the individual or entity
from participation in a program under title
XVIII or under section 1128, 1128A, or 1866 (b) (2).

"(4) NOTICE,—The medicaid plan shall provide
that whenever a provider of services or any
other person is terminated, suspended, or other-
wise sanctioned or prohibited from participating
under the plan, the State agency responsible for
administering the plan shall promptly notify the
Secretary and, in the case of a physician, the
State medical licensing board of such action.

"(5) ACCESS TO INFORMATION—The medicaid
plan shall provide that the State will provide in-
formation and access to certain information re-
specting sanctions taken against health care
practitioners and providers by State licensing
authorities in accordance with section 2133.
'SEC. 2133. INFORMATION CONCERNING SANC-

TIONS TAKEN BY STATE LICENSING
AL/THOR) TIES AGAINST HEALTH
CARE PR4CTrrIONERS AND PROVID-
ERS.

"(a) INFORMATION REPORTING REQUIRE-
MEIrT,—The requirement referred to in section
2132(b) (5) is that the State must provide for the
following:

'(I) INFORMATION REPORTING SYSTEM. —The
State must have in effect a system of reporting
the following information with respect to formal
proceedings (as defined by the Secretary in reg-
ulations) concluded against a health care prac-
titioner or entity by any authority of the State
(or of a political subdivision thereof) responsible
for the licensing of health care practitioners (or
any peer review organization or private accredi-
tation entity reviewing the services provided by
health care practitioners) or entities:

"(A) Any adverse action taken by such licens-
ing authority as a result of the proceeding. in-
cluding any revocation or suspension of a li-
cense (and the length of any such suspension).
reprimand, censure, or probation.

"(B) Any dismissal or closure of the proceed-
ings by reason of the practitioner or entity sur-
rendering the license or leaving the State orju-
risdiction.

"(C) Any other loss of the license of the prac-
titioner or entity, whether by operation of law,
voluntary surrender, or otherwise.

"(D) Any negative action or finding by such
authority. organization, or entity regarding the
practitioner or entity.

"(2) ACCESS TO DOCUME!rrS.—The State must
provide the Secretary (or an entity designated
by the Secretary) with access to such documents
of the authority described in paragraph (I) as
may be necessary for the Secretary to determine
the facts and circumstances concerning the ac-
tions and determinations described in such
paragraph for the purpose of carrying out this
Act.

'(b) FORM OF INFORMA TION—The informa-
tion described in subsection (a)(l) shall be pro-
vided to the Secretary (or to an appropriate pri-
vate or public agency, under suitable arrange-
ments made by the Secretary with respect to re-
ceipt, storage, protection of confidentiality, and
dissemination of information) in such a form
and manner as the Secretary determines to be
appropriate in order to provide for activities of
the Secretary under this Act and in order to
provide, directly or through suitable arrange-
ments made by the Secretary, information—

"(I) to agencies administering Federal health
care programs, including private entities admin-
istering such programs under contract;

"(2) to licensing authorities described in sub-
section (a) (1);
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(3) to State agencies administering or super-

vising the administration of State health care
programs (as defined in section 1128(h));

'(4) to utilization and quality control peer re-
view organizations described in part B of title
XI and to appropriate entities with contracts
under section 1154(a) (4) (C) with respect to eligi-
ble organizations reviewed under the contracts:

'(5) to State medicaid fraud control units (as
defined in section 2134(b));

(6) to hospitals and other health care entities
(as defined in section 431 of the Health Care
Quality Improvement Act of 1986), with respect
to physicians or other licensed health care prac-
titioners that have entered (or may be entering)
into an employment or affiliation relationship
with, or have applied for clinical privileges or
appointments to the medical staff oE such hos.
pitals or other health care entities (and such in
formation shall be deemed to be disclosed pursu..
ant to section 427 of, and be subject to the pro vi.
sions of, that Act):

'(7) to the Attorney General and such other
law enforcement officials as the Secretary deems
appropriate: and

(8) upon request, to the Comptroller General,
in order for such authorities to determine the
fitness of individuals to provide health care
services, to protect the health and safety of indi-
viduals receiving health care through such pro-
grams, and to protect the fiscal integrity of such
programs.

(c) CONFIDENTIALITY OF INFORMATION PRO-
VIDED—The Secretary shall provide for suitable
safeguards for the confidentiality of the infor-
mation furnished under subsection (a). Nothing
in this subsection shall prevent the disclosure of
such information by a party which is otherwise
authorized, under applicable State law, to make
such disclosure.

(d) APPROPRIATE COORDINATION. —The Sec-
retaly shall provide for the maximum appro-
pilate coordination in the implementation of
subsection (a) of this section and section 422 of
the Health Care Quality Improvement Act of
1986 and section 1128E.
SEC. 2134. STATE MDIC4ID FRAUD CONTROL

UNITS.
(a) IN GE!VFJ?AL.—Each medicaid plan shall

provide for a State medicaid fraud control unit
that effectively carries out the functions and re-
quirements described in such subsection, unless
the State demonstrates to the satisfaction of the
Secretary that the effective operation of such a
unit in the State would not be cost-effective be-
cause minimal fraud exists in connection with
the provision of covered ser.'ices to eligible indi-
viduals under the plan, and that beneficiaries
under the plan will be protected from abuse and
neglect in connection with the provision of med-
ical assistance under the plan without the exist-
ence of such a unit.

'(b) UiVITS DESCRIBED—For purposes of this
section, the term State medicaid fraud control
unit means a single identifiable entity of the
State government which meets the following re-
7uirements:

'0) ORGANIZATION—The entity—
'(A) is a unit of the office of the State Attor-

ney General or of another department of State
government which possesses statewide authority
to prosecute individuals for criminal violations,

'(B) is in a State the constitution of which
does not provide for the criminal prosecution of
individuals by a statewide authority and has
formal procedures that—

(i) assure its referral of suspected criminal
violations relating to the program under this
title to the appropriate authority or authorities
in the State for prosecution, and

(ii) assure its assistance oI and coordination
with, such authority or authorities in such pros-
ecutions; or

'(C) has a formal working relationship with
the office of the State Attorney General and has
formal procedures (including procedures for its
referral of suspected criminal violations to such
office) which provide effective coordination of
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activities between the entity and such office
with respect to the detection, investigation, and
prosecution of suspected criminal violations re-
lating to the program under this title.

"(2) INDEPENDENCE—The entity is separate
and distinct from any State agency that has
principal responsibilities for administering or
supervising the administration of the medicaid
plan.

(3) FUNCTION—The entitys function is con-
ducting a statewide program for the investiga-
tion and prosecution of violations of all applica-
ble State laws regarding any and all aspects of
fraud in connection with any aspect of the pro-
vision of medical assistance and the activities of
providers of such assistance under the medicaid
plan.

'(4) REVIEW OF COMPLAIjW'S.—The entity has
procedures for reviewing complaints of the
abuse and neglect of patients of health care fa-
cilities which receive payments under the medic-
aid plan approved under this title, and, where
appropriate, for acting upon such complaints
under the criminal laws of the State or for refer-
ring them to other State agencies for action.

"(5) OVERPA YME)VTS. —
'(A) IN GENERAL—The entity provides for the

collection, or referral for collection to a single
State agency. of overpayments that are made
under the medicaid plan to health care provid-
ers and that are discovered by the entity in car-
rying Out its activities.

"(B) TREA TME)VT OF CERTAIN OVERPAY-
MENTS. —If an overpayment is the direct result
of the failure of the provider (or the providers
billing agent) to adhere to a change in the
State's billing instructions, the entity may re-
cover the overpayment only if the entity dem-
onstrates that the provider (or the providers
billing agent) received reasonable written or
electronic notice of the change in the billing in-
structions before the submission of the claims on
which the overpayment is based.

(6) PERSONNEL—The entity employs such
auditors, attorneys. investigators, and other
necessary personnel and is organized in such a
manner as is necessary to promote the effective
and efficient conduct of the entity's activities.
"SEC. 2135. RECOVERIES FROM THIRD PARTIES

AND OTHERS.
"(a) THIRD PARTY LIABILITY. —Each medicaid

plan shall provide for reasonable steps—
'(1) to ascertain the legal liability of third

parties to pay for care and services available
under the plan, including the collection of suffi-
cient information to enable States to pursue
claims against third parties; and

"(2) to seek reimbursement for medical assist-
ance provided to the extent legal liability is es-
tablished if the amount expected to be recovered
exceeds the costs of the recovery.

'(b) BEIVEFICIARY PROTECTION. —
'(1) IN GENERAL—Each medicaid plan shall

provide that in the case of a person furnishing
services under the plan for which a third party
may be liable for payment—

'(A) the person may not seek to collect from
the individual (or financially responsible rel-
ative) payment of an amount for the service
more than could be collected under the plan in
the absence of such third party liability; and

"(B) may not refuse to furnish services to
such an individual because of a third party's
potential liability for payment for the service.

'(2) PENALTY—A medicaid plan may provide
for a reduction of any payment amount other-
wise due with respect to a person who furnishes
services under the plan in an amount equal to
up to 3 times the amount of any payment sought
to be collected by that person in violation of
paragraph (1)(A).

'(c) GEi'VERAL LIABILITY—The State shall
prohibit any health insurer, including a group
health plan as defined in section 607 of the Em-
ployee Retirement Income Security Act of 1974. a
service benefit plan, or a health maintenance
organization, in enrolling an individual or in
making any payments for benefits to the mdi-
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vidual or on the individual's behalf from taking
into account that the individual is eligible for or
is provided medical assistance under a medicaid
plan for any State.

"(d) ACQUISITION OF PJGETS OF BENE-
FICIARJES.—To the extent that payment has
been made under a medicaid plan in any case
where a third party has a legal liability to make
payment for such assistance, the State shall
have in effect laws under which, to the extent
that payment has been made under the plan for
health care items or services furnished to an in-
dividual, the State is considered to have ac-
quired the rights of such individual to payment
by any other party for such health care items or
services.

(e) ASSIGNMENT OF MEDICAL SUPPORT
RIGHTS—The medicaid plan shall provide for
mandatory assignment of rights of payment for
medical support and other medical care owed to
recipients in accordance with section 2136.

'(I) REQUIRED LAWS RELATING TO MEDICAL
CHILD SUPPORT.—

(1) IN GENERAL.— Each State with a medic-
aid plan shall have in effect the following laws:

'(A) A law that prohibits an insurer from de-
nying enrollment of a child under the health
coverage of the child's parent on the ground
that—

'(i) the child was born Out of wedlock;
(ii) the child is not claimed as a dependent

on the parent's Federal income tax return; or
'(iii) the child does not reside with the parent

or in the insurer's service area.
'(B) In any case in which a parent is required

by a court or administrative order to provide
health coverage for a child and the parent is eli-
gible for family health coverage through an in-
surer. a law that requires such insurer—

'(i) to permit such parent to enroll under such
family coverage any such child who is otherwise
eligible for such coverage (without regard to any
enrollment season restrictions);

'(ii) if such a parent is enrolled but fails to
make application to obtain coverage of such
child, to enroll such child under such family
coverage upon application by the child's other
parent or by the State agency administering the
program under this title or part D of title IV;
and

'(iii) not to disenroll. or eliminate coverage of,
such a child unless the insurer is provided satis-
factory written evidence that—

"(I) such court or administrative order is no
longer in effect, or

'(II) the child is or will be enrolled in com-
parable health coverage through another in-
surer which will take effect not later than the
effective date of such disenrollment.

(C) In any case in which a parent is required
by a court or administrative order to provide
health coverage for a child and the parent is eli-
gible for family health coverage through an em-
ployer doing business in the State. a law that
requires such employer—

'(i) to permit such parent to enroll under such
family coverage any such child who is otherwise
eligible for such coverage (without regard to any
enrollment season restrictions);

'(ii) if such a parent is enrolled but fails to
make application to obtain coverage of such
child, to enroll such child under such family
coverage upon application by the child's other
parent or by the State agency administering the
program under this title or part D of title IV;
and

'(iii) not to disenroll. or eliminate coverage of,
any such child unless—

(I) the employer is provided satisfactory
written evidence that such court or administra-
tive order is no longer in effect, or the child is
or will be enrolled in comparable health cov-
erage which will take effect not later than the
effective date of such disenrollment, or

"(II) the employer has eliminated family
health coverage for all of its employees: and

'(iv) to withhold from such employee's com-
pensation the employees share (if any) of pre-
miurns for health coverage (except that the
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amount so withheld may not exceed the maxi-
mum amount permitted to be withheld under
section 303(b) of the Consumer Credit Protection
Act), and to pay such share of premiums to the
insurer, except that the Secretary may provide
by regulation for appropriate circumstances
under which an employer may withhold less
than such employees share of such premiums.

"(D) A. law that prohibits an insurer from im-
posing requirements on a State agency, which
has been assigned the rights of an individual el-
igible for medical assistance under a medicaid
plan approved under this title and covered for
health tenefits from the insurer, that are dif-
ferent from requirements applicable to an agent
or assignee of any other individual so covered.

(E) A law that requires an insurer, in any
case in which a child has health coverage
through the insurer of a noncustodial parent—

'(i) to provide such information to the custo-
dial parent as may be necessaly for the child to
obtain benefits through such coverage;

'(ii) o permit the custodial parent (or pro-
vider. with the custodial parents approval) to
submit claims for covered services without the
approval of the noncustodial parent; and

'(iii) to make payment on claims submitted in
accord!nce with clause (ii) directly to such cus-
todial parent, the provider, or the State agency.

'(F) A law that permits the State agency
under the medicaid plan approved under this
title to garnish the wages, salary, or other em-
ployment income of and requires withholding
amounts from State tax refunds to, any person
who—

'(i) is required by Court or administrative
order to provide coverage of the costs of health
services to a child who is eligible for medical as-
sistance under a medicaid plan approved under
this title.'

"(ii) has received payment from a third party
for the costs of such services to such child; but

'(iii) has not used such payments to reim-
burse, as appropriate, either the other parent or
guardian of such child or the provider of such
services,

to the extent necessary to reimburse the State
agency for expenditures for such costs under its
plan under this title, but any claims for current
or past-due child support shall take priority
over ny such claims for the costs of such serv-
ices.

'(2) DEFINITION. —For purposes of this sub-
section, the term 'insurer' includes a group
health plan, as defined in section 607(1) of the
Employee Retirement Income Security Act of
1974, a health maintenance organization, and
an entity offering a service benefit plan.

"(gi ESTATE RECOVERIES AND LIENS PER-
MITTED. —

'(I) IN GENERAL. —Except as provided in para-
graph (V. a State may take such actions as it
considers appropriate to adjust or recover from
the individual or the individual's estate any
amounts paid as medical assistance to or on be-
half of the individual under the medicaid plan,
including through the imposition of liens
against the property or estate of the individual.

"(2) NO LIEN ON HOMES OR FAMILY FARMS.'—
For purposes of paragraph (1). a State may not
impose a lien on the principal residence (within
the meaning of section 1034 of the Internal Rev-
enue Code of 1986) of moderate value or the fam-
ily Irm owned by the individual as a condition
of the spouse of the individual receiving nursing
faciiity or other long term care benefits under its
medicaid plan.
"SEC 2136. ASSIGNMENT OF RIGHTS OF PAY-

MENT
"(a) IN GENERAL—For the purpose of assist-

ing in the collection of medical support pay-
ments and other payments for medical care
owed to recipients of medical assistance under
the medicaid plan. each medicaid plan shall—

"(1) provide that, as a condition of eii'gibility
for nedical assistance under the plan to an indi-
vidual who has the legal capacity to execute an
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assignment for himself; the individual is re-
quired—

"(A) to assign the State any rights, of the iii-
dividual or of any other person who is eligible
for medical assistance under the plan and on
whose behalf the individual has the legal au-
thority to execute an assignment of such rights.
to support (specified as support for the purpose
of medical care by a court or administrative
order) and to payment for medical care from
any third party,

"(B) to cooperate with the State (i) in estab-
lishing the paternity of such person (referred to
in subparagraph (A)) if the person is a child
born Out of wedlock, and (ii') in obtaining sup-
port and payments (described in subparagraph
(A)) for himself and for such person, unless (in
either case) the individual is a pregnant woman
or the individual is found to have good cause
for refusing to cooperate as determined by the
State, and

"(C) to cooperate with the State in identify-
ing, and providing information to assist the
State in pursuing, any third party who may be
liable to pay for care and services available
under the plan, unless such individual has good
cause for refusing to cooperate as determined by
the State; and

"(2) provide for entering into cooperative ar-
rarigements, including financial arrangements.
with any appropriate agency of any State (in.
cluding, with respect to the enforcement and
collection of rights of payment for medical care
by or through a parent, with a States agency
established or designated under section 454(3))
and with appropriate courts and law enforce-
ment officials, to assist the agency or agencies
administering the plan with respect to—

'(A) the enforcement and collection of rights
to support or payment assigned under this sec-
tion, and

'(B) any other matters of common concern.
'(b) USE OF AMOUNTS COLLECTED. —Such part

of any amount collected by the State under an
assignment made under the provisions of this
section shall be retained by the State as is nec-
essary to reimburse it for medical assistance
payments made on behalf of an individual with
respect to whom such assignment was executed
(with appropriate reimbursement of the Federal
Government to the extent of its participation in
the financing of such medical assistance), and
the remainder of such amount collected shall be
paid to such individual.

"(c) EFFECTIVE DATE—Notwithstanding any
other provision of law, subsection (b)shall be ef-
fective on and after January 1, 1996.
SEC. 2137 REQUIREMENTS FOR NURSING FA-

CILITIES.
"(a) REQUIREMENTS FOR NURSING FACILI-

TIES.—
"(1) IN GENERAL—Subject to paragraph (2),

the provisions of section 1919, as in effect on the
day after the date of the enactment of this title
shall apply to nursing facilities which furnish
services under the State plan.

"(2) WAIVER FOR STATES WITH STRICTER RE-
QUIREMENTS. —

"(A) AUTHORITY TO SEEK WAIVER—Any State
with State law requirements for nursing facili-
ties that, as determined by the Secretary—

'(i) are equivalent to or stricter than the re-
quirements imposed under paragraph (I); and

"(ii) contain State oversight and enforcement
authority over nursing facilities, including pen-
alty provisions, that are equivalent to or stricter
than such oversight and enforcement authority
in section 1919. as so in effect,
may apply to the Secretary for a waiver of the
requirements imposed under paragraph (1).

"(B) 120-DAY APPROVAL PERIOD—The Sec-
retaly shall approve or deny an application sub-
mitted under subparagraph (A) not later than
120 days after the date the application is sub-
mitted.

"(C) APPROVAL AFTER PUBLIC COMME WI—The
Secretary shall approve or deny an application
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for a waiver under subparagraph (A) after pro-
viding for public comment on such application
during the 120-day approval period.

"(D) No WAIVER OF ENFORCEMFJVT.—A State
granted a waiver under subparagraph (A) shall
be subject to—

'(i) the penalty described in subsection (b);
"(ii) suspension or termination, as determined

by the Secretary, of the waiver granted under
subparagraph (A): and

"(iii) any other authority available to the Sec-
retary to enforce the requirements of section
1919, as so in effect.

'(b) PENALTY FOR NONCOMPLIANCE—For any
fiscal year, the Secretary shall withhold up to
but not more than 2 percent of the State outlay
allotment under section 2121(c) for such fiscal
year if the Secretary makes a determination that
a State medicaid plan has failed to comply with
a provision of section 1919. as so in effect, or
any State law requirements applicable to such
plan under a waiver granted under subsection
(a)(2)(A).
"SEC. 213 OTHER PROVISIONS PROMOTING PRO-

GRAM INTEGRiTY
"(a) PUBLIC ACCESS 70 SURVEY RESULTS.—

Each medicaid plan shall provide that upon
completion of a survey of any health care facil-
ity or organization by a State agency to carry
Out the plan, the agency shall make public in
readily available form and place the pertinent
findings of the survey relating to the compliance
of the facility or organization with requirements
of law.

'(b) RECORD KEEPING—Each medicaid plan
shall provide for agreements with persons or in-
stitutions providing services under the plan
under which the person or institution agrees—

"(I) to keep such records, including ledgers,
books, and original evidence of costs, as are nec-
essary to fully disclose the extent of the services
provided to individuals receiving assistance
under the plan,' and

"(2) to furnish the State agency with such in-
formation regarding any payments claimed by
such person or institution for providing services
under the plan. as the State agency may from
time to time request.
"PART E—ESTABLISHMFJVT AND AMENDMENT OF

MEDICAID PLANS

SEC. 2151. SUBMITTAL AND APPROVAL OF MED-
ICAID PL4NS.

"(a) SUBMI7TAL.—A5 a condition of receiving
funding underpart C, each State shall submit to
the Secretary a medicaid plan that meets the ap-
plicable requirements of this title.

"(b)APPROVAL.—Except as the Secretary may
provide under section 2153, a medicaid plan sub-
mitted under subsection (a)—

"(I) shall be approved for purposes of this
title; and

'(2) shall be effective beginning with a cal-
endar quarter that is specified in the plan. but
in no case earlier than the first calendar quarter
that begins at least 60 days after the date the
plan is submitted.
SEC. 2152. SUBMITTAL AND APPROVAL OF PLAN

AMENDMENTS.
'(a) SUBMIYZ'AL OF AMENDMENTS—A State

may amend. in whole or in part. its medicaid
plan at any time through transmittal of a plan
amendment under this section.

"(b)APPROVAL.—Except as the Secretary may
provide under section 2153. an amendment to a
medicaid plan submitted under subsection (a)—

"(1) shall be approved for purposes of this
title,' and

'(2) shall be effective as provided in sub-
section (c).

"(c) EFFECTIVE DATES FOR AMENDMENTS.—
"(I) IN GENERAL—Subject to the succeeding

provisions of this subsection, an amendment to
medicaid plan shall take effect on one or more
effective dates specified in the amendment.

"(2) AMENDMEWTS RELATING TO ELIGIBILITY OR
BENEFITS. —Except as provided in paragraph (4):

"(A) NOTICE REQUIREMENT—Any plan
amendment that eliminates or restricts eligibility
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or benefits under the plan may not take effect
unless the State certifies that it has provided
prior or contemporaneous public notice of the
change. in a form and manner provided under
applicable State law.

(B) TIMELY TRANSMI1TAL.—A ny plan amend-
ment that eliminates or restricts eligibility or
benefits under the plan shall not be effective for
longer than a 60-day period unless the amend-
ment has been transmitted to the Secretary be-
fore the end of such period.

'(3) OTHER AMENDMENTS. —Subject to para-
graph (4), any plan amendment that is not de-
scribed in paragraph (2) that becomes effective
in a State fiscal year may not remain in effect
after the end of such fiscal year (or, if later. the
end of the 90-day period on which it becomes ef-
fective) unless the amendment has been trans-
mitted to the Secretary.

'(4) ExCEPTION. —The requirements of para-
graphs (2) and (3) shall not apply to a plan
amendment that is submitted on a timely basis
pursuant to a court order or an order of the Sec-
retary.
"SEC. 2153. SANCTIONS FOR SUBSTANTJAL NON-

COMPLIANCE.

'(a) PROMPT REVIEW OF PLAN SUBMrrfALS. —
The Secretary shall promptly review medicaid
plans and plan amendments submitted under
this part to determine if they substantially com-
ply with the requirements of this title.

(b) DETERMINATIONS OF SUBSTANTL4L NON-
COMPLIANCE.—

(1) AT TIME OF PLAN OR AMENDMENT SUBMIT-
TAL. —

"(A) IN GENERAL—If the Secretary, during
the 30-day period beginning on the date of sub-
mittal of a medicaid plan or plan amendment—

(1) determines that the plan or amendment
substantially violates (within the meaning of
subsection (c)) a requirement of this title; and

'(ii) provides written notice of such deter-
mination to the State.
the Secretary shall issue an order specifying
that the plan or amendment, insofar as it is in
substantial violation of such a requirement.
shall not be effective, except as provided in sub-
section (c). beginning at the end of a period of
not less than 30 days (or 120 days in the case of
the initial submission of the medicaid plan)
specified in the order beginning on the date of
the notice of the determination.

(B) EXTENSION OF TIME PERIODS. — The time
periods specified in subparagraph (A) may be
extended by written agreement of the Secretary
and the State involved.

'(2) VIOLA TI ONS IN ADMINISTRATION OF
PLAN. —

(A) IN GENERAL—If the Secretaiy deter-
mines, after reasonable notice and opportunity
for a hearing for the State. that in the adminis-
tration of a medicaid plan there is a substantial
violation of a requirement of this title, the Sec-
retary shall provide the State with written no-
tice of the determination and with an order to
remedy such violation. Such an order shall be-
come effective prospectively, as specified in the
order, after the date of receipt of such written
notice. Such an order may include the withhold-
ing of funds, consistent with subsection (0. for
parts of the medicaid plan affected by such vio-
lation. until the Secretary is satisfied that the
violation has been corrected.

'(B) EFFECTIVENESS.—If the Secretary issues
an order under paragraph (I). the order shall
become effective, except as provided in sub-
section (c), beginning at the end of a period (of
not less than 30 days) specified in the order be-
ginning on the date of the notice of the deter-
mination to the State.

(C) TIMELINESS OF DETERMINATIONS RELA T-
ING TO REPORT-BASED COMPLIANCE. —The Sec-
retary shall make determinations under this
paragraph respecting violations relating to in-
formation contained in an annual report under
section 2102, an independent evaluation under
section 2103, or an audit report under section
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2131 not later than 30 days after the date of
transmittal of the report or evaluation to the
Secretaiy.

(3) CONSULTATION WITH STATE—Before mak-
ing a determination adverse to a State under
this section, the Secretary shall (within any
time periods provided under this section)—

"(A) reasonably consult with the State in-
volved;

'(B) offer the State a reasonable opportunity
to clarify the submission and submit further in-
formation to substantiate compliance with the
requirements of this title: and

"(C) reasonably consider any such clarifica -
dons and information submitted.

"(4) JUSTIFICATION OF ANY INCONSISTENCIES IN
DETERMINATIONS.—If the Secretary makes a de-
termination under this section that is. in whole
or in part, inconsistent with any previous deter-
mination issued by the Secretary under this
title, the Secretary shall include in the deter-
mination a detailed explanation and justifica-
tion for any such difference.

"(5) SUB.STANTLAL VIOLA TI ON DEFINED. —For
purposes of this title, a medicaid plan (or
amendment to such a plan) or the administra-
tion of the medicaid plan is considered to sub-
stantially violate' a requirement of this title if a
provision of the plan or amendment (or an omis-
sion from the plan or amendment) or the admin-
istration of the plan—

'(A) is material and substantial in nature and
effect; and

"(B) is inconsistent with an express require-
ment of this title.
A failure to meet a strategic objective or per-
formance goal (as described in section 2101)
shall not be considered to substantially violate a
requirement of this title.

"(c) STATE RESPONSE TO ORDERS. —
"(1) STATE RESPONSE BY REVISING PLAN. —
"(A) IN GENERAL.—Insofar as an order under

subsection (b)(1) relates to a substantial viola-
tion by a medicaid plan or plan amendment. a
State may respond (before the date the order be-
comes effective) to such an order by submitting
a written revision of the plan or plan amend-
ment to substantially comply with the require-
ments of this part.

'(B) REVIEW OF REVISION—In the case of sub-
mission of such a revision, the Secretary shall
promptly review the submission and shall with-
hold any action on the order during the period
of such review.

"(C) SECRETARIAL RESPONSE. —The revision
shall be considered to have corrected the defi-
ciency (and the order rescinded insofar as it re-
lates to such deficiency) unless the Secretary de-
termines and notifies the State in writing, with-
in 15 days after the date the Secretary receives
the revision, that the plan or amendment, as
proposed to be revised, still substantially vio-
kites a requirement of this title, In such case the
State may respond by seeking reconsideration or
a hearing under paragraph (2).

"(D) REVISION RETROACTIVE—If the revision
provides for substantial compliance, the revision
may be treated, at the option of the State. as
being effective either as of the effective date of
the provision to which it relates or such later
date as the State and Secretary may agree.

'(2) STATE RESPONSE BY SEEKING RECONSIDER-
ATION OR AN ADMINISTRATIVE f-fEARING—A State
may respond to an order under subsection (b) by
filing a request with the Secretary for—

"(A) a reconsideration of the determination.
pursuant to subsection (d) (I); or

"(B) a review of the determination through an
administrative hearing, pursuant to subsection
(d)(2).
In such case, the order shall not take effect be-
fore the completion of the reconsideration or
hearing.

'(3) STATE TeESPONSE BY CORRECTIVE ACTION
PLAN. —

'(A) IN GENERAL—In the case of an order de-
scribed in subsection (b)(2) that relates to a sub-
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stantial violation in the administration of the
medicaid plan, a State may respond to such an
order by submitting a corrective action plan
with the Secretary to correct deficiencies in the
administration of the plan which are the subject
of the order.

(B) REVIEW OF CORREC77VE ACTION PL4N.—In
such case, the Secretary shall withhold any ac-
tion on the order for a period (not to exceed 30
days) during which the Secretary reviews the
corrective action plan.

(C) SECRETARIAL RESPONSE. —The corrective
action plan shall be considered to have cor-
rected the deficiency (and the order rescinded
insofar as it relates to such deficiency) unless
the Secretary determines and notifies the State
in writing, within 15 days after the date the Sec-
retaiy receives the corrective action plan. that
the State's administration of the medicaid plan,
as proposed to be corrected in the plan, will still
substantially violate a requirement of this title.
In such case the State may respond by seeking
reconsideration or a hearing under paragraph
(2).

"(4) STATE RESPONSE BY WITIIDRA WAL OF PLAN
AMENDMEJVT; FAILURE TO RESPOND—Insofar as
an order relates to a substantial violation in a
plan amendment submitted, a State may respond
to such an order by withdrawing the plan
amendment and the medicaid plan shall be
treated as though the amendment had not been
made.

"(d) ADMINISTRATIVE REVIEW AND HEARING.—
'(1) RECONSIDERATION. —Within 30 days after

the date of receipt of a request under subsection
(b)(2)(A), the Secretary shall notify the State of
the time and place at which a hearing will be
held for the purpose of reconsidering the Sec-
retaly's determination. The hearing shall be
held not less than 20 days nor more than 60
days after the date notice of the hearing is fur-
nished to the State, unless the Secretaiy and the
State agree in writing to holding the hearing at
another time. The Secretaiy shall affirm, mod-
ify, or reverse the original detennination within
60 days of the conclusion of the hearing.

"(2) ADMINISTRATIVE HEARING,— Within 30
days after the date of receipt of a request under
subsection (b)(2)(B). an administrative law
judge shall schedule a hearing for the purpose
of reviewing the Secretary's determination. The
hearing shall be held not less than 20 days nor
more than 60 days after the date notice of the
hearing is furnished to the State, unless the Sec-
retaly and the State agree in writing to holding
the hearing at another time. The administrative
law judge shall affirm, modify, or reverse the
determination within 60 days of the conclusion
of the hearing.

"(e) JUDICIAL REVIEW. —
"(1) IN GENERAL. —A State which is dissatis-

fied with a final detennination made by the Sec-
retaly under subsection (d)(1) or a final deter-
mination of an administrative law judge under
subsection (d)(2) may. within 60 days after it
has been notified of such determination, file
with the United States court of appeals for the
circuit in which the State is located a petition
for review of such determination. A copy of the
petition shall be forthwith transmitted by the
clerk of the court to the Secretary and, in the
case of a determination under subsection (d)(2),
to the administrative law judge involved. The
Secretary (or judge involved) thereupon shall
file in the court the record of the proceedings on
which the final determination was based, as
provided in section 2112 of title 28, United States
Code.

'(2) STANDARD FOR REVIEW—The findings of
fact by the Secretary or administrative law
judge, if supported by substantial evidence,
shall be conclusive, but the court, for good
cause shown, may remand the case to the Sec-
retaly orjudge to take further evidence. and the
Secretaiy or judge may thereupon make new or
modified findings of fact and may modify a pre-
vious determination, and shall certify to the
court the transcript and record of the further
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proceedings. Such new or modified findings of
fact shall likewise be conclusive if supported by
substantil evidence.

'(V JURISDICTION OF APPELLATE COURT—The
court shall ha vejurisdiction to affirm the action
of the Secretary or judge or to set it aside, in
whole or in part. The judgment of the court
shall be subject to review by the Supreme Court
of the United States upon certiorari or certifi-
cation as provided in section 1254 of title 28.
United States Code.') W'TI-ThIOLDING OF FUIVDS. —

'i'l) IN GENERAL. —Any order under this sec-
tion relating to the withholding of funds shall
be effective not earlier than the effective date of
the order and shall only relate to the portions of
a medic'id plan or administration thereof which
substantially violate a requirement of this title.
In the case of a failure to meet a set-aside re-
quirement under section 2112. any withholding
shall only apply to the extent of such failure.

'(2) SUSPENSION OF WITh'h'OLDING,—The Sec-
retary may suspend withholding of funds under
paragraph (I) during the period reconsideration
or administrative and judicial review is pending
under subsection (d) or (e).

13) RESTORATION OF FUNDS—Any funds
withheld under this subsection under an order
shall be immediately restored to a State—

• (A) to the extent and at the time the order
is—

'(i) modified or withdrawn by the Secretary
upon reconsideration.

111) modified or reversed by an administrative
lawjuoge, or

(iii) set aside (in whole or in part) by an ap-
pellate court; or

'(B) when the Secretary determines that the
deficiency which was the basis for the order is
correctd:

'('C) when the Secretary determines that vio-
lation which was the basis for the order is re-
solved or the amendment which was the basis
for the order is withdrawn; or

(D) at any time upon the initiative of the
Secretciry.
"SEC. 2154. SECRETARIAL A LrTH0RITY

(a) NEGOTIATED AGREEMENT AND DISPUTE
RESOL UTION. —

(1) NEGOTIATIONS—Nothing in this part
shall be construed as preventing the Secretary
and a State from at any time negotiating a sat-
isfactory resolution to any dispute concerning
the approval of a medicaid plan (Or amendments
to a medicaid plan) or the compliance of a med-
icaid plan (including its administration) with
requirements of this title.

(2) COOPERATION—The Secretary shall act
in a cooperative manner with the States in car-
rying Out this title. In the event of a dispute be-
tweer a State and the Secretary, the Secretary
shall, whenever practicable, engage in informal
dispute resolution activities in lieu of formal en-
forcement or sanctions under section 2)53.

'(b,) LIMITATIONS ON DELEGATION OF DECI-
SION-MA KING AUTHORITY. — The Secretary may
not delegate (other than to the Administrator of
the Health Care Financing Administration) the
authority to make determinations or reconsider-
ations respecting the approval of medicaid plans
(or amendments to such plans) or the compli-
ance of a medicaid plan (including its adminis-
tration, with requirements of this title. Such Ad-
ministrator may not further delegate such au-
thority to any individual, including any re-
gional official of such Administration.

(c) REQUIRING FORMAL RULEMAKING FOR
CHAJVGES IN SECRETARIAL ADMINISTRATION. —
The Secretary shall carry out the administration
of the program under this title only through a
prosr.ective formal rulemaking process, includ-
ing issuing notices of proposed rule making,
publishing proposed rules or modifications to
rules in the Federal Register. and soliciting pub-
lic comment.

"PART F—GENERAL PROVISIONS
SEC 2171. DEFINITIONS.

'(a) MEDICAL ASSISTANCE.—
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'(1) IN GENERAL. —For purposes of this title,

except as provided in paragraphs (2) and (3),
the term 'medical assistance' means payment of
part or all the cost of any of the following for
eligible low-income individuals (as defined in
subsection (b)) as specified under the medicaid
plan:

'(A) Inpatient hospital services.
"(B) Outpatient hospital services.
"(C) Physician services.
'(D) Surgical services.
(E) Clinic services and other ambulatory

health care services.
'(F) Nursing facility services.
(C) Intermediate care facility services for the

mentally retarded.
'(H) Prescription drugs and biologicals.
'(I) Over-the-counter medications.
'(J) Laboratory and radiological services.
'(K) Family planning services and supplies.
"(L) Acute inpatient mental health services.

including services furnished in a State-operated
mental hospital and including residential or
other 24-hour therapeutically planned struc-
tured services in the case of a child.

"(M) Outpatient and intensive comm unity-
based mental health services, including psychia-
trist rehabilitation, day treatment, intensive in-
home services for children, and partial hos-
pitalization.

'(N) Durable medical equipment and other
medically-related or remedial devices (such as
prosthetic devices, implants. eyeglasses. hearing
aids, dental devices, and adaptive devices).

'(0) Disposable medical supplies.
(P) Home and community-based services and

related supportive services (such as home health
nursing services, home health aide services, per-
sonal care, assistance with activities of daily
living, chore services, day care services, respite
care services, training for family members, and
minor modifications to the home).

'(Q) Community supported living arrange-
meñtS.

'('R) Nursing care services (such as nurse
practitioner services, nurse midwife services, ad-
vanced practice nurse services, private duty
nursing care, pediatric nurse services, and res-
piratory care services) in a home, school, or
other setting.

'S) Dental services.
'(T) Inpatient substance abuse treatment

services and residential substance abuse treat-
ment services.

'(U) Outpatient substance abuse treatment
services.

'(V) Case management services.
'(W) Care coordination services.
"(X) Physical therapy, occupational therapy,

and services for individuals with speech. hear-
ing, and language disorders.

'('9 Hospice care.
'(Z) Any other medical, diagnostic. screening.

preventive, restorative. remedial, therapeutic. or
rehabilitative services (whether in a facility,
home. school, or other setting) if recognized by
State law and if the service is—

(i) prescribed by or furnished by a physician
or other licensed or registered practitioner with-
in the scope of practice as defined by State law,

(ii) performed under the general supervision
or at the direction of a physician, or

"(iii) furnished by a health care facility that
is operated by a State or local government or is
licensed under State law and operating within
the scope of the license.

"(AA) Premiums for private health care insur-
ance coverage. including private long-term care
insurance coverage,

(BB) Medical transportation.
"(CC) Medicare cost-sharing (as defined in

subsection (c)).
"(DD) Enabling services (such as transpor-

tation, translation. and outreach services) de-
signed to increase the accessibility of primary
and preventive health care services for eligible
low-income individuals.

"(EE) Any other health care services or items
specified by the Secretary.
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(2) EXCLUSION OF CERTAIN PA YMEWIS. —Such

term does not include the payment with respect
to care or services for—

'(A) any individual who is an inmate of a
public institution (except as a patient in a State
psychiatric hospital): and

'(B) any individual who is not an eligible
low-income individual.

'(3) CLARIFICATION OF VACCINE PURCHASES.—
Such term includes, for any fiscal year, payment
for the purchase of vaccines through contracts
negotiated with the Centers for Disease Control
and Prevention under section 3)7 of the Public
Health Service Act, but only if—

'(A) the State has expended all grant funds
available for such purchase under such section
317 for all fiscal years preceding such fiscal
year: and

'(B) the total number of doses of each vaccine
purchased during such year does not exceed—

(i) the number of doses of each vaccine suffi-
cient to immunize, according to the immuniza-
tion schedule specified by the State, the annual
birth cohort of children in targeted low-income
families (as defined in section 2))2(a) (3)), less

'(ii) 75 percent of the number of doses of each
vaccine purchased by the State during the pre-
ceding fiscal year with funds available under
such section 3)7.

'(b) ELIGIBLE LOW-INCOME INDIVIDUAL—For
purposes of this title, the term eligible low-in-
come individual' means an individual who has
been determined eligible by the State for medical
assistance under the medicaid plan and whose
family income (as determined under the plan)
does not exceed a percentage (specified in the
medicaid plan and not to exceed 250 percent) of
the poverty line applicable to a family of the
size involved. In determining the amount of in-
come under the previous sentence. a State may
exclude costs incurred for medical care or other
types of remedial care recognized by the State.
The Secretary may waive this section at the re-
quest of the State for any category of individ-
uals who, as of the date of enactment of this
title, would have qualified for coverage under
section 19)5(c) and )902(e) (3).

(c) MEDICARE COST-SHARING. —For purposes
of this title, the term 'medicare cost-sharing'
means any of the following:

'aXA) Premiums under section )839.
"(B) Premiums under section )8)8 or )8)8A.
'(2) Coinsurance under title XVIII. including

coinsurance described in section )8)3.
'(3) Deductibles established under title XVIII,

including those described in section )8)3 and
section 1833(b).

'(4) The difference between the amount that
is paid under section )833(a) and the amount
that would be paid under such section if any
reference to 80 percent' therein were deemed a
reference to ')OO percent'.

"(5) Premiums for enrollment of an individual
with an eligible organization under section )876
or with a Medicare Choice organization under
part D of title XVIII.

ld) ADDITIONAL DEFINITIONS. —For purposes
of this title:

"a) CHILD. — The term 'child' means an indi-
vidual under )9years of age.

"(2) POVERTY LINE DEFINED—The term pov-
erty line' has the meaning given such term in
section 673(2) of the Community Services Block
Grant Act (42 U.S.C. 9902(2)). including any re-
vision required by such section).

"(3) PREGNANT WOMAN. —The term 'pregnant
woman' includes a woman during the 60-day pe-
riod beginning on the last day of the pregnancy.

"(4) RETIREMENT AGE, —The term 'retirement
age' has the meaning given such term by section
216(1)0).
SEC. 2172. TRE4TMEiVT OF TERRITORIES.

"Notwithstanding any other requirement of
this title, the Secretary may waive or modify
any requirement of this title with respect to the
medical assistance program for a State other
than the 50 States and the District of Columbia,
other than a waiver of—
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"(1) the Federal medical assistance percent-

age;
'(2) the limitation on total payments in a fis-

cal year to the amount of the allotment under
section 2121(c), or

'(3) the requirement that payment may be
made for medical assistance only with respect to
amounts expended by the State for care and
services described in pamgraph (I) of section
2171 (a) and medically-related services (as de-
fined in section 2112(d) (2)).
"SEC. 2173. DESCRIPTION OF TREATMENT OF I/V.

DL4N HEALTH PROGRAMS.
"In the case of a State in which one or more

Indian health programs described in section
2122(0(2) are operated. the medicaid plan shall
include a description of—

'(1) what provision (if any) has been made for
payment for items and services furnished by
such programs: and

'(2) the manner in which medical assistanc
for low-income eligible individuals who are In di
ans will be provided, as determined by the State
in consultation with the appropriate Indian
tribes and tribal organizations.
SEC. 2174. APPLICATION OF CERTAIN GENERAL

PROVISIONS.
The following sections in part A of title XI

shall apply to States under this title in the same
manner as they applied to a State under title
XIX.

(1) Section 1101 (a)(1) (relating to definition
of State).

(2) Section 1116 (relating to administrative
and judicial review), but only insofar as consist-
ent with the provisions of part C.

'(3) Section 1124 (relating to disclosure of
ownership and related information).

(4) Section 1126 (relating to disclosure of in-
formadon about certain convicted individuals).

'(5) Section 1132 (relating to periods within
which claims must be filed).

(b) AiVTI-FRA UD PROVISIONS. —
(I) IN GENER4L.—Section 1128(h) (1) (42 U.S.C.

1320a-7(h)(l)) is amended by inserting or a
medicaid plan under title XXI' after 'title
XIX,..

(2) PENALTIES FOR THE FRAUDULENT CONVER-
SION OF ASSETS IN ORDER TO OBTAIN MEDICAID
BENEFITS—Section 1128B(b) (42 u.s c. 1320a-
7b(b)) is amended by striking "or' at the end of
paragraph (4). by inserting 'or" at the end of
paragraph (5). and by inserting after paragraph
(5) the following new paragraph:

'(6) knowingly and willfully converts assets,
by transfer (including any transfer in trust),
aiding in such a transfer, or otherwise, in order
for an individual to become eligible for benefits
under a State health care program,

(3) CONTINUED ROLE OF INSPECTOR GENERAL. —
The Inspector General in the Department of
Health and Human Services shall have the same
responsibilities and duties in relation to fraud
and abuse and related matters under the medic-
aid program under title XXI of the Social Secu-
rity Act as such Inspector General has had in
relation to the medicaid program under title
XIX of such Act before the date of the enact-
ment of this Act.

(c) CERTIFIED AMOUNT FOR PUERTO RICO.—
Paragraph (1) of section 1108(c) (42 U.S. C.
1308(c)) is amended by striking '$116500. 000 for
fiscal year 1994' and inserting '$200. 000,000 for
fiscal year 1996'.

(d) TERMINATION OF PROGRAM FOR DISTRIBU-
TION OF PEDIATRiC VACCINES

(1) IN GENERAL—Subject to paragraph (2).
section 1928 (42 U.S. C. 1396.s) is repealed, effec-
tive on the date of the enactment of this Act,

(2) TRANSITION. —
(A) No EFFECT ON CERTAIN DISTRIBUTIONS. —

Such repeal shall not affect the distribution of
vaccines purchased and delivered to the States
before the date of the enactment of this Act.

(B) NO PURCHASES AFTER ENACTMENT.—No
vaccine may be purchased after the date of the
enactment of this Act by the Federal Govern-
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ment or any State under section 1928(d) of the
Social Security Act.

(e) TERMINATION OF CURRENT PROGRAM; LIMI-
TA TION ON MEDICAID PA YMENTS IN FISCAL YEAR
1996.—

(1) IN GENERAL. —Title XIX is amended—
(A) by redesigna tAng section 1931 as section

1932: and
(B) by inserting after section 1930 the follow-

ing new section:
'TERMINATION OF PROGRAM; LIMITATION ON NEW

OBLIGATION AUTHORiTY
SEC. 1931. (a) LIMITATION ON OBLIGATION

AUTHOPJTY.—Notwithstanding any other pro vi-
sion of this title—

"(1) AFTER ENACTMENT. BEFORE NEW MEDIC-
AID. —Subject to paragraph (2), the Secretary is
authorized to enter into obligations with any
State under this title for expenses incurred after
the date of the enactment of this section and
during fiscal year 1996, but not in excess of the
obligation allotment for that State for fiscal
year 1996 under section 2121 (a) (4) (C).

'(2) NONE AFTER NEW MEDICAID—The Sec-
retary is not authorized to enter into any obli-
gation with any State under this title for ex-
penses incurred on or after the earlier of—

"(A) October 1, 1996; or
'(B) the first day of the first quarter on

which the State plan under title XXI is first ef-
fective.

'(3) AGREEMENT.—A State's submission of
claims for payment under section 1903 after the
date of the enactment of this section with re-
spect to which the limitacion described in para-
graph (1) applies is deemed to constitute the
State's acceptance of the obligation limitation
under such paragraph. including the formula
for compudng the amount of suth obligation
limitation.

Yb) REQUIREMENT FOR TIMELY SUBMITTAL OF
CLAIMS—NO payment shall be made to a State
under this title with respect to an obligation in-
curred before the date of the enactment of this
section. unless the State has submitted to the
Secretary. by not later than June 30, 1996. a
claim for Federal financial participation for ex-
penses paid by the State with respect to such ob-
ligations. Nothing in subsection (a) or (b) shall
be construed as affecting the obligation of the
Federal Government to pay claims described in
the previous sentence.

(2) REPEAL OF TITLE. —Title XIX is repealed
effective October 1, 1996.

(I) MEDICAID TRANSITION. —
(1) TREATMENT OF CERTAIN CAUSES OF AC-

TION.—No cause of action under title XIX of the
Social Security Act which seeks to require a
State to establish or maintain minimum payment
rates under such title or claim which seeks reim-
burement for any period before the date of the
enactment of this Act based on the alleged fail-
ure of the State to comply with title XIX and
which has not become final as of such date shall
be brought or continued.

(2) 77E4 TM&VT OF CERTAIN DISALLOWAiVCES. —
Notwithstanding any provision of law, in the
case where payment has been made under sec-
tion 1903(a) of the Social Security Act to a State
before October 1, 1995. and for which a disallow-
ance has not been taken as of such date (or. if
so taken, has not been completed (includingju-
dicial review) by such date), the Secretary of
Health and Human Services shall discontinue
the disallowance proceeding and, if such dis-
allowance has been taken as of the date of the
enactment of this Act, any paynnt reductions
effected shall be rescinded and the paynnts re-
turned to the State.

(3) EXTENSION OF MORATORIUM. —Section
6408(a) (3) of the Omnibus Budget Reconciliation
Act of 1989, as amended by section 13642 of the
Omnibus Budget Reconciliation Act of 1993. is
amended by striking "December 31, 1995" and
inserting "the fIrt day of the first quarter on
which the medicaid plan for the State of Michi-
gn is first effective under title XXI of such
Act".
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g) NO APPLICATION OF PRIOR MEDICAID

JUDGMENTS TO NEW MEDICAID PROGRAM. —No
judicial or administrative decision rendered re-
garding requirements imposed under title XIX of
the Social Security Act with respect to a State
shall have any application to the medicaid plan
of the State title XXI of such Act. A State may,
pursuant to the previous sentence, seek the ab-
rogation or modification of any such decision
after the date of termination of the State plan
under title XIX of such Act.

(h) TECHNICAL AND CONFORMING AMEND-
MENTS. —

(1) SECRETARIAL SUBMISSION OF LEGISLATIVE
PROPOSAL—Not later than 90 days after the
date of the enactment of this Act, the Secretary
of Health and Human Services, in consultation.
as appropriate, with the heads of other Federal
agencies, shall submit to the appropriate com-
mittees of Congress a legislative proposal provid-
ing for such technical and conforming amend-
ments in the law as are required by the pro vi-
sions of and amendments made by. sections 7191
and 7192.

(2) TRANSITIONAL RULE—Any reference in
any provision of law to title XIX of 'the Social
Security Act or any provision thereof shall be
deemed to be a reference to such title or pro vi-
sion as in effect on the day before the date of
the enactment of this Act.
SEC. 7192. MEDICAID DRUG REBATE PROGRAM

(a) IN GENERAL—Title XXI. as added by sec-
tion 7191. is amended—

(1) in section 2123. by adding at the end the
following new subsection:

'(1) LIMITATION ON PAYMENT FOR CERTAIN
OUTPA TIENT PRESCRIPTION DRUGS. —

"(1) IN GENERAL—No payment shall be made
to a State under this part for medical assistance
for covered outpatient drugs (as defined in sec-
tion 21 75 C) (2)) of a manufacturer provided
under the medicaid plan unless the man ufac-
turer (as defined in section 2175(j)(5)) of the
drug—

'(A) has entered into a medicaid rebate agree-
ment with the Secretary under section 2175; and

"(B) is otherwise complying with the provi-
sions of such section.

'(2) CONSTRUCTION.—NOthin in this sub-
section shall be construed as requiring a State to
participate in the medicaid rebate agreement
under section 2175.

(3) USE OF SUPPLEMENTAL REBATES PROHIB-
ITED—No payment shall be made under this
part to a State that requires manufacturer re-
bates for covered outpatient drugs (as so de-
fined) in excess of the rebate amount payable
under section 2175. : and

(2) by adding at the end the following new
section:
"SEC. 2175. MEDICAID DRUG REBATE AGREE-

ME) TTS.

'(a) REQUIREMENT FOR REBA TE AGREE-
MENT. —

(1) IN GENERAL—Pursuant to section 2l23O')
in order for payment to be made to a State
under part C for medical assistance for covered
outpatient drugs of a manufacturer, the man u-
fact urer must have entered into and have in ef-
fect a rebate agreement described in subsection
(b) with the Secretary. on behalf of States (ex-
cept that, the Secretary may authorize a State
to enter directly into agreements with a man u-
facturer). and must meet the requirements of
paragraph (5) (with respect to drugs purthased
by a covered entity on or after the fir3't day of
the fir3't month that begins after the date of the
enactment of title VI of the Veterans Health
Care Act of 1992 and paragraph (6). Any such
agreement entered into prior to May 1. 1991.
shall be deemed to have been entered into on
January 1, 1991. and the amount of the rebate to
be paid by the manufacturer under such agree-
ment shall be calculated as if the agl-eement had
been entered into on January 1. 1991. If a man u-
fact urer has not entered into such an agreement
before May 1. 1991, such an agreement. subse-
quently entered into, shall not be effeccive until
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the first day of the calendar quarter that begins
more than 60 days after the date the agreement
is entered into.

'(2) EFFECTIVE DATE—Paragraph W shall
apply to drugs dispensed under this title on or
after January 1, 1991, except that such para-
graph shall not apply to drugs dispensed before
May 1, 1991, if the Secretary determines that
there were extenuating circumstances with re-
spect to the first calendar quarter of 1991.

'(3) AUTh'ORIZJNG PA YMEr.rT FOR DRUGS NOT
COVERED UNDER REBATE AGREEMENTS—Para-
graph (I) shall not apply to the dispensing of a
covered outpatient drug if—

"(A) the State has made a determination that
the availability of such drug is essential to (he
health of beneficiaries under the medicaid plan:

'(B) the drug has been given a rating of I-A
or 1.-P by the Food and Drug Administration;
and

"(C)(,2 the physician has obtained approval
for the use of the drug in advance of dispensing
such drug in accordance with a prior authoriza-
tion program described in subsection d)(5). or

'(ii) the Secretary has reviewed and approved
the State's determination under subparagraph
(4).

'(3) A UTh'ORJZING PAYM&%T FOR DRUGS NOT
COVERED UNDER REBATE AGREEMENTS. —Para-
graph (1) shall not apply to the dispensing of a
covered outpatient drug if (A)(i) the State has
made a determination that the availability of
the drug is essential to the health of bene-
ficiaries under the medicaid plan for medical as-
sistance; (IV such drug has been given a rating
of 1-A by the Food and Drug Administration;
and (110(I) the physician has obtained approval
for use of the drug in advance of it.s dispensing
in accordance with a prior authorization pro-
gram described in subsection (d), or (II) the Sec-
retary has reviewed and approved the State's
determination under subparagraph (A): or (B)
the Secretary determines that in the first cal-
endar quarter of 1991, there were extenuating
circumstances.

"(4) EFFECT ON EXISTING AGREEMENTS. —
"(A) IN GENERAL—In the case of a rebate

agreement in effect between a State and a man-
ufacturer on the date of the enactment of title
IV of the Omnibus Budget Reconciliation Act of
1990. such agreement. for the initial agreement
period specified therein, shall be considejid to
be a rebate agreement in effect under this sec-
tion with respect to that State. if the State
agrees to report to the Secretary any rebates
paid pursuant to the agreement and such agree-
ment provides for a minimum aggregate tebate
of 10 percent of the sum of the amounts deter-
mined under subparagraph (B) for all of the
manufacturer's drugs paid for by the State
under the agreement. if after the initial agree-
ment period, the State establishes to the satis-
faction of the Secretary that an agreement in ef-
fect on the date of the enactment of title IV of
the Omnibus Budget Reconciliation Act of 1990
provides for rebates that are at least as large as
the rebates otherwise required under this sec-
tion, and the State agrees to report any rebates
under the agreement to the Secretary, the agree-
ment shall be considered to be a rebate agree-
ment in compliance with the section for the re-
newal periods of such agreement.

"(B) AMOUNT DETERMiNED—The amoint de-
termined under this subparagraph with respect
to a manufacturer's drug paid for by a State
under an agreement described in the first sen-
tence of subparagraph (A) is an amount equal
to the product of—

'(i) the average manufacturers price for such
drug: and

(il) the number of dosage units of such drug
paid for by the State under such agreement.

(5) LIMITATION ON PRICES OF DRUGS PUR-
CHASED BY COVERED ENTITIES. —

'(4) AGREEMENT WITH SECRETARY. —A manu-
facturer meets the requirements of this para-
graph if the manufacturer has entered into an
agreement with the Secretary that meets the re-
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quirement.s of section 340B of the Public Health
Service Act with respect to covered outpatient
drugs purchased by a covered entity on ot aftèl
the first day of the first month that begins after
the date of the enactment of title VI of the Vet-
erans Health Care Act of 1992.

'(B) COVERED ENTITY DEFINED—In this sub-
section. the term covered entity' means an en-
tity described in section 340B(a)(4) of the Public
Health Service Act.

(C) ESTABLISHMENT OF ALTERNATIVE MECHA-
NISM TO ENSURE AGAINST DUPLICATE DISCOUNTS
OR REBA TES.—If the Secretary does not establish
a mechanism under section 340B(a) (5) (A) of the
Public Health Service Act within 12 months of
the date of the enactment of such section, the
following requirements shall apply:

(i) Each covered entity shall inform the sin-
gle State agency under this title when it is seek-
ing reimbursement from the medicaid plan for
medical assistance with respect to a unit of any
covered outpatient drug which is subject to an
agreement under section 340B(a) of such Act,

(ii) Each such single State agency shall pro-
vide a means by which a covered entity shall in-
dicate on any drug reimbursement claims form
(or format, where electronic claims management
is used) that a unit of the drug that is the sub-
ject of the form is subject to an agreement under
section 340B of such Act, and not submit to any
manufacturer a claim for a rebate payment
under subsection (b) with respect to such a
drug.

'(D) EFFECT OF SUBSEQUENT AMENDME?rrs. —
In determining whether an agreement under
subparagraph (A) meets the requirements of sec-
tion 340B of the Public Health Service Act, the
Secretary shall not take into account any
amendments to such section that are enacted
after the enactment of title VI of the Veterans
Health Care Act of 1992.

"(E) DETERMINATION OF COMPLIANCE. —A
manufacturer is deemed to meet the require-
ments of this paragraph if the manufacturer es-
tablishes to the satisfaction of the Secretary
that the manufacturer would comply (and has
offered to comply) with the provisions of section
340B of the Public Health Service Act (as in ef-
fect immediately after the enactment title VI of
the Veterans Health Care Act of 1992, and
would have entered into an agreement under
such section (as such section was in effect at
such time), but for a legislative change in such
section after such enactment.

'(6) REQUIREMENTS RELA TING TO MASTER
AGREEMENTS FOR DRUGS PROCURED BY DEPART-
MENT OF VETERANS AFFAIRS AND CERTAIN OTHER
FEDERAL AGENCIES. —

(A) IN GENERAL—A manufacturer meets the
requirements of this paragraph if the manufac-
turer complies with the plovisions of section
8126 of title 38, United States Code, including
the requirement of entering into a master agree-
ment with the Secretary of Veterans Affairs
under such section.

"(B) EFFECT OF SUBSEQUENT AMENDMEWTS. —
In determining whether a master agreement de-
scribed in subparagraph (A) meets the require-
ments of section 8126 of title 38, United States
Code, the Secretary shall not take into account
any amendments to such section that are en-
acted after the enactment of title VI of the Vet-
erans Health Care Act of 1992.

"(C) DETERMINATION OF COMPLIANCE. —A
manufacturer is deemed to meet the require-
ments of this paragraph if the manufacturer es-
tablishes to the satisfaction of the Secretary
that the manufacturer would comply (and has
offered to comply) with the provisions of section
8126 of title 38, United States Code (as in effect
immediately after the enactment of title VI of
the Veterans Health Care Act of 1992) and
would have entered into an agreement under
such section (as such section was in effect at
such time), but for a legislative change in such
section after such enactment.

(b) TERMS OF REBATE AGREEMENT. —
'11) PERIODIC REBA TES. —

October 30, 1995
'IA) IN GENERAL—A rebate agreement under

this subsection shall require the manufacturer
to provide, to each medicaid plan approved
under this title, a rebate for a rebate period in
an amount specified in subsection (c) for cov-
ered outpatient drugs of the manufacturer dis-
pensed after December 31, 1990. for which pay-
ment was made under the medicaid plan for
such period. Such rebate shall be paid by the
manufacturer not later than 30 days after the
date of receipt of the information described in
paragraph (2) for the period involved.

"(B) OFFSET AGAINST MEDICAL ASSISTANCE. —
Amounts received by a State under this section
(or under an agreement authorized by the Sec-
retary under subsection (a)(l) or an agreement
described in subsection (a) (4)) in any quarter
shall be considered to be a reduction in the
amount expended under the medicaid plan in
the quarter for medical assistance for purposes
of this title.

"(2) STATE PRO VISION OF INFOMA TION. —
'(A) STATE RESPONSIBILITY—Each State

agency under this title shall report to each man-
ufacturer not later than 60 days after the end of
each rebate period and in a form consistent with
a standard reporting format established by the
Secretary, information on the total number of
units of each dosage form and strength and
package size of each covered outpatient drug
dispensed after December 31. 1990. for which
payment was made under the plan for the pe-
riod, and shall promptly transmit a copy of such
report to the Secretary.

"(B) AUDITS—A manufacturer may audit the
information provided (or required to be pro-
vided) under subparagraph (A). Adjustments to
rebates shall be made to the extent that informa-
tion indicates that utilization was greater or less
than the amount previously specified.

"(3) MANUFACTURER PRO VISION OF PRICE IN-
FORMA TION—

"(A) IN GENERAL—Each manufacturer with
an agreement in effect under this section shall
report to the Secretary—

• "(i) not later than 30 days after the last day
of each rebate period under the agreement (be-
ginning on or after January 1, 1991), on the av-
erage manufacturer price (as defined in sub-
section (/)(l)) and, for single source drugs and
innovator multiple source drugs, the man ufac-
turer's best price (as defined in subsection
(c)(l)(C)) for each covered outpatient drug for
the rebate period under the agreement; and

"(ii) not later than 30 days after the date of
entering into an agreement under this section on
the average manufacturer price (as defined in
subsection Ci) (1)) as of October 1. 1990, for each
of the manufacturers covered outpatient drugs.

"(B) VERIFICATION SURVEYS OF A VERA GE M4N-
UFACTURER PRICE—The Secretary may survey
wholesalers and manufacturers that directly
distribute their covered outpatient drugs, when
necessary, to verify manufacturer prices re-
ported under subparagraph (A). The Secretary
may impose a civil monetary penalty in an
amount not to exceed $10. 000 on a wholesaler,
manufacturer, or direct seller, if the wholesaler,
manufacturer, or direct seller of a covered Out-
patient drug refuses a request for information
by the Secretary in connection with a survey
under this subparagraph. The provisions of sec-
tion 1128A (other than subsections (a) (with re-
spect to amounts of penalties or additional as-
sessments) and (b)) shall apply to a civil money
penalty under this subparagraph in the same
manner as such provisions apply to a penalty or
proceeding under section 1128A (a).

"(C) PENAL TIES. —
'(i) FAILURE TO PRO VIDE TIMELY INFORMA-

TION—In the case of a manufacturer with an
agreement under this section that fails to pro-
vide information required under subparagraph
(A) on a timely basis, the amount of the penalty
shall be $10,000 for each day in which such in-
formation has not been provided and such
amount shall be paid to the Treasury. If such
information is not reported within 90 days of the



October 30, 1995
deadline imposed, the agreement shall be sus-
pended for services furnished after the end of
such 90-day period and until the date such in-
formation is reported (but in no case shall such
suspension be for a period of less than 30 days).

(ii) FALSE INFORMATION—Any manufacturer
with an agreement under this section. or a
wholesaler or direct seller, that knowingly pro
vides false information under subparagraph (A)
or (B) is subject to a civil money penalty in a,,
amount not to exceed $100,000 for each item of
false information. Any such civil money penalty
shall be in addition to other penalties as may be
prescribed by law. The provisions of section
1128A (other than subsections (a) and (b)) shall
apply to a civil money penalty under this sub
paragraph in the same manner as such provi-
sions apply to a penalty or proceeding under
section Il28A(a).

'(D) CONFIDE WT1ALITY OF INFORMATION. —
Notwithstanding any other provision of law. in-
formation disclosed by manufacturers or whole-
salers under this paragraph or under an agree-
ment with the Secretary of Veterans Affairs de-
scribed in subsection (a)(6)(A) (ii) is confidential
and shall not be disdosed by the Secretary or
the Secretary of Veterans Affairs or a State
agency (Or contractor therewith) in a form
which discloses the identity of a specific manu-
facturer or wholesaler or the prices charged for
drugs by such manufacturer or wholesaler, ex-
cept—

as the Secretary determines to be nec-
essary to carry Out this section:

"(ii) to permit the Comprfoller General to re-
view the information provided; and

"(ih) to permit the Director of the Congres-
sional Budget Office to review the information
provided.

"(4) LENGTH OF AGREEMENT.—
"(A) Lv GENERAL—A rebate agreement shall

be effective for an initial period of not less than
1 year and shall be automatically renewed for a
period of not less than 1 year unless terminated
under subparagraph (B).

'(B) TERMINATION.—
'(i) BY THE SECRETARY—The Secretary may

provide for termination of a rebate agreement
for violation of the requirements of the agree-
ment or other good cause shown. Such termi-
nation shall not be effective earlier than 60 days
after the date of notice of such termination. The
Secretary shall provide, upon request, a manu-
facturer with a hearing concerning such a ter-
mination. but such hearing shall not delay the
effective date of the termination. Failure of a
State to provide any advance notice of such a
termination as required by regulation shall not
affect the State's right to terminate coverage of
the drugs affected by such termination as of the
effective date of such termination.

'(ii) BY A MANUFACTURER—A manufacturer
may terminate a rebate agreement under this
section for any reason. Any such termination
shall not be effective until the calendar quarter
beginning at least 60 days after the date the
manufacturer provides notice to the Secretary.

(iii) EFFECTIVENESS OF TERMINATION. —Any
termination under this subparagraph shall not
affect rebates due under the agreement before
the effective date of its termination.

(iv) NOTICE TO STA TES. —In the case of a ter-
mination under this subparagraph. the Sec-
retary shall provide notice of such termination
to the States within not less than 30 days before
the effective date of such termination.

'(v) APPLICATION TO TERMINATIONS OF OTHER
AGREEMENTS. —The provisions of this subpara-
graph shall apply to the terminations of agree-
ments described in section 3408(a) (1) of the Pub-
lic Health Service Act and master agreements
described in section 8126(a) of title 38. United
States Code.

"(C) DELAY BEFORE REENTRY—In the case of
any rebate agreement with a manufacturer
under this section which is terminated, another
such agreement with the manufacturer (Or a
successor manufacturer) may not be entered into
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until a period of I calendar quarter has elapsed
since the date of the termination, unless the Sec-
retary finds good cause for an earlier reinstate-
ment of such an agreement.

(5) SETTLEMENT OF DISPUTES. —
(A) SECRETARY—The Secretary shall have

the authority to resolve, settle, and compromise
disputes regarding the amounts of rebates owed
under this section.

'(B) STA TE. —Each State. with respect to cov-
ered outpatient drugs paid for under the State's
medicaid plan, shall have authority, independ-
ent of the Secretary' authority under subpara-
graph (A), to resolve, settle, and compromise dis-
putes regarding the amounts of rebates owed
under this section. Any such action shall be
deemed to comply with the requirements of this
title, and such covered outpatient drugs shall be
eligible for payment under the medicaid plan
approved under this title.

'(C) AMOUNT OF REBATE—The Secretary
shall limit the amount of the rebate payable in
any case in which the Secretary determines
that, because of unusual circumstances or ques-
tionable data, the provisions of subsection (c)
result in a rebate amount that is inequitable or
otherwise inconsistent with the purposes of this
section.

(c) DETERMINATION OF AMOUNT OF RE-
BATE. —

(1) BASIC REBATE FOR SINGLE SOURCE DRUGS
AND INNOVATOR MULTIPLE SOURCE DRUGS.—

(A) IN GENERAL. —Except as provided in
paragraph (2). the amount of the rebate speci-
fied in this subsection for a rebate period (as de-
fined in subsection (j)(8)) with respect to each
dosage form and strength of a single source drug
or an innovator multiple source drug shall be
equal to the product of—

(i) the total number of units of each dosage
fonn and strength paid for under the medicaid
plan in the rebate period (as reported by the
State): and

'(ii) subject to subparagraph (B)(ii), the
greater of—

(I) the difference between the average manu-
facturer price and the best price (as defined in
subparagraph (C)) for the dosage form and
strength of the drug, or

"(II) the minimum rebate percentage (speci-
fied in subparagraph (B)(i)) of such average
manufacturer price,
of or the rebate period.

'(B) MINIMUM REBATE PERCENTAGE. —For pur-
poses of subparagraph (A) (ii) (II), the minimum
rebate percentage for rebate periods beginning
after December 31, 1995, is 15.1 percent.

'(C) BEST PPJCE DEFINED. —For purposes of
this section:

'(i) IN GENEJi4L.—The term best price' means,
with respect to a single source drug or innovator
multiple source drug of a manufacturer, the
lowest price available from the manufacturer
during the rebate period to any wholesaler, re-
tailer, provider, health maintenance organiza-
tion. nonprofit entity. or governmental entity
within the United States. excluding—

'(I) any prices charged on or after October 1,
1992. to the Indian Health Service, the Depart-
ment of Veterans Affairs, a State home receiving
funds under section 1741 of title 38, United
States Code. the Department of Defense, the
Public Health Service, or a covered entity de-
scribed in subsection (a) (5) (B):

'(II) any prices charged under the Federal
Supply Schedule of the General Services Admin-
istration:

(III) any prices used under a State pharma-
ceutical assistance program; and

(IV) any depot prices and single award con-
tract prices, as defined by the Secretary. of any
agency of the Federal Government.

'(ii) SPECIAL RULES—The term 'best price
(1) shall be inclusive of cash discounts. free

goods that are contingent on any purchase re-
quirement. volume discounts, and rebates (other
thtrn rebates under this section);

"(II) shall be determined without regard to
special packaging, labeling, or identifie,s on the
dosage form or product or package; and
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"(III) shall not take into account prices that

are merely nominal in amount.
'(2) ADDITIONAL RE.BATE FOR SINGLE SOURCE

AND INNOVATOR MULTIPLE SOURCE DRUGS. —
'(A) IN GENERAL—The amount of the rebate

specified in this subsection for a rebate period,
with respect to each dosage form and strength of
a single source drug or an innovator multiple
source drug. shall be increased by an amount
equal to the product of—

(i) the total number of units of such dosage
form and strength dispensed after December 31,
1990, for which payment was made under the
medicaid plan for the rebate period; and

(ii) the amount (if any) by which—
'('I) the average manufacturer price for the

dosage form and strength of the drug for the pe-
riod, exceeds

'(II) the average manufacturer price for such
dosage form and strength for the calendar quar-
ter beginning July 1, 1990 (without regard to
whether or not the drug has been sold or trans-
ferred to an entity, including a division or sub-
sidiaiy of the manufacturer, after the first day
of such quarter), increased by the percentage by
which the consumer price index for all urban
consumers (United States city average) for the
month before the month in which the rebate pe-
riod begins exceeds such index for September
1990.

'(B) Tr TMENT OF SUBSEQUENTLY APPROVED
DRUGS. —In the case of a covered outpatient
drug approved by the Food and Drug Adminis-
tration after October 1. 1990, clause (ii)(II) of
subparagraph (A) shall be applied by substitut-
ing 'the fThst full calendar quarter after the day
on which the drug was first marketed' for 'the
calendar quarter beginning July 1. 1990' and
'the month prior to the first month of the first
full calendar quarter alter the day on which the
drug was first marketed for September 1990'.

'(3) REBATE FOR OTHER DRUGS. —
'(A) IN GENERAL—The amount of the rebate

paid to a State for a rebate period with respect
to each dosage form and strength of covered
outpatient drugs (other than single source drugs
and innovator multiple source drugs) shall be
equal to the product of—

(i) the applicable percentage (as described in
subparagraph (B)) of the average manufacturer
price for the dosage fonn and strength for the
rebate period: and

'(ii) the total number of units of such dosage
form and strength dispensed after December 31.
1990. for which payment was made under the
medicaid plan for the rebate period.

'(B) APPLICABLE PERCENTAGE DEFINED. —For
purposes of subparagraph (A)(i), the 'applicable
percentage' is II percent.

'(4) REBATE LIMITED TO AMOUNT OF STATE
PAYMENT IF DRUG PRIMA RJL Y DISPENSED TO
NURSING FACILrTY PATIENTS.—

'(A) IN GENERAL—Upon request of the manu-
facturer of a covered outpatient drug, the Sec-
retary shall limit, in accordance with subpara-
graph (B), the amount of the rebate under this
subsection with respect to a dosage form and
strength of such drug if the majority of the esti-
mated number of units of such dosage form and
strength that are subject to rebates under this
section were dispensed to inpatients of nursing
facilities.

"(B) AMOUNT OF REBATE—In the case of a
covered outpatient drug subject to subpara-
graph (A). the amount of the rebate specified in
this subsection for a rebate period, with respect
to each dosage form and strength of such drug.
shall not exceed the amount paid under the
medicaid plan with respect to such dosage form
and strength of the drug in the rebate period
(without consideration of any dispensing fees
paid).

'(5) SUPPLEMENTAL REBATES PROHIBITED. —No
rebates shall be required to be paid by manufac-
turers with respect to covered outpatient drugs
furnished to individuals in any State that pro-
vides for the collection of such rebates in excess
of the rebate amoun payable under this section.
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'(d) LIMITATIONS ON COVERAGE OF DRUGS.—
11) PERMISSIBLE RESTRICTIONS. —
"(A) Lv GENERAL.—A State may subject to

prior authorization any covered outpatient
drug. Aiiy such prior authorization program
shall comply with the requirements of para-
graph (5).

'(B) ADDITIONAL RESTRICTIONS. —A State may
exclude or otherwise restrict coverage of a cov-
ered outpatient drug if—

(1) the drug is contained in the list referred
to in paragraph (2);

(ii) the drug is subject to such restrictions
pursuant to an agreement between a manufàc-
turer and a State authorized by the Secretary
under subsection (a)(1) or in effect pursuant to
subsecti,n (a)(4); or

(iii) the State has excluded coverage of the
drug from its formulary established in accord-
ance with paragraph (4,).

'(2) LIST OF DRUGS SUBJECT TO RESTRICTION,--
The following drugs or classes of drugs. or their
medical uses, may be excluded from coverage or
otherwise restricted.

(A) Agents when used for anorexia, weight
loss, or weight gain.

(B) Agents when used to promote fertility.
(C) Agents when used for cosmetic purposes

or hair growth.
(D) Agents when used for the symptomatic

relief of cough and colds.
'(E) Agents when used to promote smoking

cessatk?n.
'(F) Prescription vitamins and mineral prod-

ucts, except prenatal vitamins and fluoride
preparations.

(G) Nonprescription drugs.
'(H) Covered outpatient drugs which the

manufacturer seeks to require as a condit.kn of
sale that associated tests or monitoring services
be purchased exclusively from the man ufacwrer
or its designee.

"(I) Barbiturates.
(f) Benzódiazepines.

'(3) ADDITIONS TO DRUG LISTINGS.—The Sec-
retary shall, by regulation, periodically add to
the list of drugs or classes of drugs described in
paragraph (2), or their medical uses, which the
Secretary has determined to be subject to clini-
cal abuse or inappropriate use.

(4) REQUIREMENTS FOR FORM ULARIES. —A
State may establish a forrnulaiy if the form ulary
meets the following requirements:

(A) The form ulary is developed by a commit-
tee consisting of physicians, pharmacists, and
other appropriate individuals appointed by the
Governor of the State (or. at the option of the
State, the State's drug use review board estab-
lished under subsection (I)(3)),

'(B) Except as provided in subparagraph (C),
the iorrnulary includes the covered outpatient
drugs of any manufacturer which has entered
into and complies with an agreement under sub-
section (a) (other than any drug excluded from
coverage or otherwise restricted under para-
graph (2)).

'(ç) A covered outpatient drug may be ex-
cluded with respect to the treatment of a specific
disease or condition for an identified population
(if aiiy) only if, based on the drug's labeling (or.
in the case of a drug the prescribed use of which
is nct approved under the Federal Food, Drug,
and Cosmetic Act but is a medically accepted in-
dication, based on information from the appro-
priate compendia described in subsection (j)(6)),
the excluded drug does not have a significant,
clinically meaningful therapeutic advantage in
terms of safety. effectiveness, or clinical outcome
of such treatment for such population over other
drugs included in the formulary and there is a
written explanation (available to the public) of
the basis for the exclusion.

'ED,) The medicaid plan permits coverage of a
drug excluded from the formulary (other than
any drug excluded from coverage or otherwise
restricted under paragraph (2)) pursuant to a
pricr authorization program that is consistent
with paragraph (5).
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(E) The formulary meets such other require-

ments as the Secretary may impose in order to
achieve program savings consistent with protect-
ing the health of program beneficiaries.
A prior authorization program established by a
State under paragraph (5) is not a formulary
subject to the requirements of this paragraph.

'(5) REQUIREMEIVTS OF PRIOR AUTHORIZ4 TION
PROGRAMS. —A medicaid plan approved under
this title may require. as a condition of coverage
or payment for a covered outpatient drug for
which Federal financial participation is a vail-
able in accordance with this section, with re-
spect to drugs dispensed on or after July 1, 1991,
the approval of the drug before its dispensing
for any medically accepted indication (as de-
fined in subsection (/)(6)) only if the system pro-
viding for such approval—

(A) provides response by telephone or other
telecommunication device within 24 hours of a
request for prior authorization; and

'(B) except with respect to the drugs on the
list referred to in paragraph (2), provides for the
dispensing of at least 72-hour supply of a cov-
ered outpatient prescription drug in an emer-
gency situation (as defined by the Secretary).

(6) OTHER PERMISSIBLE RESTRICTIONS. —A
State may impose limitations, with respect to all
such drugs in a therapeutic class, on the mini-
mum or maximum quantities per prescription or
on the number of refills, if such limitations are
necessary to discourage waste, and may address
instances of fraud or abuse by individuals in
any manner authorized under this Act.

'(e) ESTABLISHMENT OF UPPER PA YMEArT LIM-
ITS—The Health Care Financing Administra-
tion shall establish a Federal upper reimburse-
ment limit for each multiple source drug for
which the FDA has rated three or more products
therapeutically and pharmaceutically equiva-
lent. regardless of whether all such additional
formulations are rated as such and shall use
only such fomiulations when determining any
such upper limit.

'(I) DRUG USE REvIEw. —
"(1) 1N GENERAL—A State participating in the

medicaid rebate agreement may provide for a
drug use review program to educate physicians
and pharmacists to identify and reduce the fre-
quency of patterns of fraud, abuse, gross over-
use, or inappropriate or medically unnecessary
care, among physicians, pharmacists, and pa-
tients, or associated with specific drugs or
groups of drugs, as well as potential and actual
severe adverse reactions to drugs.

"(2) APPLICATION OF STATE STANDARDS.—
(A) IN GENERAL—Except as provided in sub-

paragraph (B). a State with a drug use review
program under this subsection shall establish
and operate the plogram under such standards
as it may establish.

'(B) DATA ON DRUG USE. —The program shall
assess data on drug use against predetermined
standards. consistent with—

(i) compendia which shall consist of—
'(I) American Hospital Form ulary Seivice

Drug Information.
(II) United States Pharmacopeia -Drug Infor-

mation,
(III) the DRUGDEX Information System,

and
(IV) American Medical Association Drug

Evaluations; and
'(ii) the peer-reviewed medical literature.
'(g) ELECTRONIC CLAIMS MANAGMEr.rT. —In

accordance with chapter 35 of title 44, United
States Code (relating to coordination of Federal
information policy), the Secretary shall encour-
age each State to establish, as its principal
means of processing claims for covered Out-
patient drugs under its medicaid plan. a point-
of-sale electronic claims management system. for
the purpose of performing on-line, real time eli-
gibility verifications, claims data capture, adju-
dication of claims, and assisting pharmacists
(and other authorized persons) in applying for
and receiving payment.

(h) ANNUAL REPORT.—
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"(1) IN GENERAL—Not later than May I of

each year. the Secretary shall transmit to the
Committee on Finance of the Senate and the
Committee on Commerce of the House of Rep-
resentatives a report on the operation of this
section in the preceding fiscal year.

(2) DETAILS. —Each report shall include in-
formation on—

(A) ingredient costs paid under this title for
single source drugs. multiple source drugs, and
nonprescription covered outpatient drugs;

'(B) the total value of rebates received and
number of manufacturers providing such re-
bates;

'(C) the effect of inflation on the value of re-
bates required under this section;

(D) trends in prices paid under this title for
covered outpatient drugs,' and

(E) Federal and State administrative costs
associated with compliance with the provisions
of this title.

'(i) EXEMPTION FOR CAPITATED HEALTH CARE
ORGANIZATIONS, HOSPITALS, AND NURSING FA -
CILITIES.—

"(1) IN GENERAL—Except as provided in para-
graph (2), the requirements of the medicaid re-
bate agreement under this section shall not
apply with respect to covered outpatient drugs
dispensed by or through—

(A) a capitated health care organization (as
defined in section 2114(c) (1)); or

"(B) a hospital or nursing facility that dis-
penses covered outpatient drugs using a drug
formulary system and bills the State no more
than the hospital's purchasing costs for covered
outpatient drugs.

"(2) CONSTRUCTION IN DETERMINING BEST
PRICE. —Nothing in paragraph (1) shall be con-
strued as excluding amounts paid by the entities
described in such paragraph for covered Out-
patient drugs from the determination of the best
price (as defined in subsection (c)(1)(C)) for
such drugs.

"0) DEFINITIONS. —For purposes of this sec-
tion:

"(1) AVERAGE MANUFACTURER PRICE—The
term average manufacturer price' means, with
respect to a covered outpatient drug of a manu-
facturer for a rebate period, the average price
paid to the manufacturer for the drug in the
United States by wholesalers for drugs distrib-
uted to the retail pharmacy class of trade, after
deducting customary prompt pay discounts.

'(2) COVERED OUTPATIEiVT DRUG—Subject to
the exceptions in paragraph (3). the term cov-
ered outpatient drug' means—

"(A) of those drugs which are treated as pre-
scribed drugs for purposes of this title, a drug
which may be dispensed only upon prescription
(except as provided in subparagraph (D)); and—

'(i) which is approved as a prescription drug
under section 505 or 507 of the Federal Food.
Drug, and Cosmetic Act,

'(ii7(I) which was commercially used or sold
in the United States before the date of the en-
actment of the Drug Amendments of 1962 or
which is identical, similar. or related (within the
meaning of section 310. 6(b)(1) of title 21 of the
Code of Federal Regulations) to such a drug,
and (II) which has not been the subject of a
final determination by the Secretary that it is a
'new drug' (within the meaning of section 201(p)
of the Federal Food, Drug. and Cosmetic Act) or
an action brought by the Secretary under sec-
tion 301. 302(a), or 304(a) of such Act to enforce
section 502(I) or 505(a) of such Act, or

"(iii')(I) which is described in section 107(c) (3)
of the Drug Amendments of 1962 and for which
the Secretary has determined there is a compel-
ling justification for its medical need, or is iden-
tical, similar, or related (within the meaning of
section 310.6(b) (1) of title 21 of the Code of Fed-
eral RegulaUons) to such a drug. and (II) for
which the Secretary has not issued a notice of
an opportunity for a hearing under section
505(e) of the Federal Food. Drug, and Cosmetic
Act on a proposed order of the Secretary to
withdraw approval of an application for such
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drug under such section because the Secretary
has determined that the drug is less than effec-
tive for some or all conditions of use prescribed,
recommended, or suggested in its labeling;

(B) a biological product, other than a vac-
cine which—

(i) may only be dispensed upon prescriptior,
'(ii) is licensed under section 351 of the Public

Health Service Act, and
'(iii) is produced at an establishment licensed

under such section to produce such product;
"('C) insulin certified under section 506 of the

Federal Food, Drug, and cosmetic Act; and
'(D) a drug which may be sold without a pre

scription (commonly referred to as an over-the-
counter drug). if the drug is prescribed by
physician (or other person authorized to pre-
scribe under State law).

'(3) LI.irnjvc DEFINmON. —The term covered
outpatient drug' does not include any drug, bio-
logical product, or insulin provided as part o/
or as incident to and in the same setting as. any
of the following (and for which payment may be
made under this title as part of payment for the
following and not as direct reimbursement for
the drug).

'(A) Inpatient hospital services.
"(B) Hospice services.
('C) Dental services, except that drugs for

which the medicaid plan authorizes direct reim-
bursement to the dispensing dentist are covered
outpatient drugs.

(D) Physicians' services.
'(E) Outpatient hospital services.
(F) Nursing facility services and services pro-

vided by an intermediate care facility for the
mentally retarded.

'(C) Other laboratory and x-ray services.
(7) Renal dialysis services.

Sych term also does not include any such drug
or product for which a National Drug Code
number is not required by the Food and Drug
Administration or a drug or biological used for
a medical indication which is not a medically
accepted indication. Any drug, biological prod-
uct, or insulin excluded from the definition of
such term as a result of this paragraph shall be
treated as a covered outpatient drug for pur-
poses of determining the best price (as defined in
subsection (c) (l)(C)) for such drug, biological
product, or insulin.

"(4) OVER-TKE-COUJ'TIER DRUG—The term
'over-the-counter drug' means a drug that may
be sold without a prescription.

(5) MANUFACTURER.—The term 'manufac-
turer' means, with respect to a covered out-
patient drug, the entity holding legal title to or
possession of the National Drug Code number
for such drug.

'(6) MEDICALLY ACCEPTED IJVDICATION.—The
term 'medically accepted indication' means any
use for a covered outpatient drug which is ap-
proved under the Federal Food, Drug, and Cos-
metic Act, or the use of which is supported by
one or more citations included or approved for
inclusion in any of the compendia described in
subsection (I)(2)(B)(i).

'(7) MULTIPLE SOURCE DRUC; INNOVATOR MUL-
TIPLE SOURCE DRUG; NONINNOVATOR MULTIPLE
SOURCE DRUG; SINGLE SOURCE DRUG.—

'(A) DEFINED.—
'(i) MULTIPLE SOURCE DRUG—The term 'mul-

tiple source drug' means, with respect to a re-
bate period, a covered outpatient drug (not in-
cluding any drug described in paragraph (2) (D))
for which there are 2 or more drug products
which—

'(I) are rated as therapeutically equivalent
(under the Food and Drug Administrations
most recent publication of Approved Drug
Products with Therapeutic Equivalence Evalua-
tions):

"(II) except as provided in subparagraph (B),
are pharmaceutically equivalent and
bioequivalent, as defined in subparagraph (C)
and as determined by the Food and Drug Ad-
ministration: and
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'(III) are sold or marketed in the State during

the period.
'(ii) INNOVATOR MULTIPLE SOURCE DRUG.—

The . term 'innovator multiple source drug
means a multiple source drug that was origi-
nally marketed under a new drug application or
product licensing application approved by the
Food and Drug Administration.

'(iii) NONINNOVA TOR MULTIPLE SOURCE
DRUG. —The term noninnovator multiple source
drug' means a multiple source drug that is not
an innovator multiple source drug.

"(iv) SINGLE SOURCE DRUG—The term single
source drug' means a covered outpatient drug
(not including any drug described in paragraph
(2)(D)) which is produced or distributed under a
new drug application or product licensing appli-
cation approved by the Food and Drug Adminis-
tration, including a drug product marketed by
any cross-licensed producers or distributors op-
erating under the new drug application or prod-
uct licensing application.

"(B) EXCEPTION. —Subparagraph (A)(i) (II)
shall not apply if the Food and Drug Adminis-
tration changes by regulation the requirement
that, for purposes of the publication described
in subparagraph (A)(i)(I), in order for drug
products to be rated as therapeutically equiva-
lent. they must be pharmaceutically equivalent
and bioequivalent, as defined in subparagraph
(C).

'(C) SPECIAL RULFS.—For purposes of this
paragraph—

"(1) drug products are pharmaceutically
equivalent if the products contain identical
amounts of the same active drug ingredient in
the same dosage form and meet compendial or
other applicable standards of strength, quality,
purity, and identity,

'(ii) drugs are bioequivalent if they do not
present a known or potential bioequivalence
problem, or, if they do present such a problem.
they are shown to meet an appropriate standard
of bioequivalence; and

(iii) a drug product is considered to be sold
or marketed in a State if it appears in a pub-
lished national listing of average wholesale
prices selected by the Secretary. if the listed
product is generally available to the public
through retail pharmacies in that State.

'(8) REBATE PERIOD—The term 'rebate pe-
riod means, with respect to an agreement under
subsection (a), a calendar quarter or other pe-
riod specified by the Secretary with respect to
the payment of rebates under such agreement.

'(9) STATE ACENCY.—The term State agency
means the agency designated under this title to
administer or supervise the administration of
the medicaid plan for medical assistance.

(b) MEDICAID DRUG REBATE PROGRAM TASK
FORCE. —

(1) IN GENERAL—Not later than June 1, 1998,
the Secretary of Health and Human Services (in
this subsection referred to as the "Secretary' 9
shall provide for the establishment of a Medic-
aid Drug Rebate Program Task Force (in this
subsection referred to as the Task Force').

(2) COMPOSITION. — The Task Force shall con-
sist of volunteer representatives appointed by—

(A) the chair and vice chair of the National
Governors Association (NCA);

(B) the National Association of State Medic-
aid Directors:

(C) associations representing the prescription
and 'eneric drug industries;

(Dy' an association representing pharmacies:
and

(E) an association representing the interests of
medicaid recipients.

(3) DUTIES—The Task Force shall study
whether the medicaid drug rebate program
under section 2175 of the Social Security Act, as
added by this section, should be retained or re-
pealed. The study shall assess—

(A) th extent to which State medicaid pro-
grams rely on the drug rebate program to man-
age prescription drug expenditures:

(B) the impact of repealing the program on re-
cipient access to prescription drugs and phar-
macy services:
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(C) the impact of retaining the program on the

prescription and generic drug industries. and
(D) the likely actions States would take to

manage prescription drug expenditures in the
absence of drug rebate revenue,

(4) ADMINISTRATIVE ASSISTANCE. —Administra-
tive support for the Task Force shall be provided
by the Agency for Health Care Policy and Re-
search (or, in the absence of such Agency, the
Secretary).

(5) REPORT—Not later than October 1, 1998,
the Task Force shall report the results of the
study to the Secretary. The report shall be
transmitted to the Committee on Finance and
Special Committee on Aging of the Senate and
the Committee on Commerce of the House of
Representatives.

(c) CLERICAL AMENDMENT.—The table of sec-
tions for title XXI, as added by section 7191(a),
is amended by adding at the end the following
new item:

"Sec. 2175. Medicaid drug rebate agree-
ments.

(d) SPECIAL EFFECTIVE DATES.—
(1) IN GENERAL—Except as provided in para-

graph (2), the amendments made by this section
shall take effect as if included in the amend-
ment made by section 7191.

(2) RETROACTIVE APPLICATION OF CERTAIN
PROVISIONS. —Subsections (b) (5), (c)(4), and
(c) (5) of section 2175 of the Social Security Act.
as added by this section, shall take effect as if
included in the enactment of the Omnibus
Budget Reconciliation Act of 1990.
SEC. 7193. WAIVERS.

(a) CONTINUATION OF WAIVERS.—
(1) IN GENER4L.—Except as provided in para-

graph (2), if any waiver granted to a State
under section 1115 of the Social Seairity Act (42
U.S.C. 1315) or otherwise which relates to the
provision of assistance under a State plan under
title XIX of such Act has been implemented as
of September 1, 1995, the waiver may continue.
at the option of the State. subject to the terms
and conditions of such waiver.

(2) FINANCING LIMITATION. —Notwithstanding
any other provision of law, beginning with fis-
cal year 1996, a State operating under a waiver
described in paragraph (1) shall receive the pay-
ment provided for in the waiver to the extent
such payment does not exceed the payment
under title XXI of the Social Security Act, as
added by section 7191(a). such State would oth-
erwise receive for the fiscal year.

(b) STATE OpTION To TERMINATE WAIVER. —
(1) IN GENERAL—A State may terminate a

waiver described in subsection (a) before the ex-
piration of the waiver.

(2) REPORT—A State which terminates a
waiver under paragraph (1) shall submit a re-
port to the Secretary of Health and Human
Services summarizing the waiver and any a vail-
able information concerning the result or effect
of such waiver.

(3) HOLD HARMLESS PRO VISION.—
(A) IN CENERAL.—Notwithstanding any other

provision of law, a State that, not later than the
date described in subparagraph (B), submits a
written request to terminate a waiver described
in subsection (a) shall be held harmless for ac-
crued cost neutrality liabilities incurred under
the terms and conditions of such waiver.

(B) DATE DESCPJBED.—The date described in
this subparagraph is the later of—

(i) January 1. 1996; or
(ii) 90 days following the adjournment of the

first regular session of the State legislature that
begins after the date of the enactment of this
Act.

(c) CONTINUATION OF INDIVIDUAL WAIVERS. —
A State may elect to continue one or more indi-
vidual waivers described in subsection (a) (I).
SEC. 7194. CHILDREN WITH SPECIAL HEALTH

CARE NEEDS.
(a) CLASSIFICATION SYSTEM TO IDENTIFY

CHILDREN WITH SPECIAL HEALTH CARE NEEDS. —
(1) IN CENERAL—Not later than 18 months

after the date of the enactment of this Act. the
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Secretary of Health and Human Services (in this
section referred to as the 'Secretary') shall,
through the Health Care Financing Administra-
tion develop a national, quantifiable classifica-
tion system to identify children with special
health care needs.

(2) CHILDREN WITH SPECIAL HEALTH CA!E
NEEDS—For purposes of this section, childnn
with special health care needs are children—

(A) with conditions which are, or can be an-
ticipated to be, of at least a year's duration, and

(B) who require services significantly greater
than well children.

(3) REQUIREMENTS OF CLASSIFICATION SYS-
TEM. — The classification system developed in ac-
cordance with this section—

(A) shall be based on commonly recognized di-
agnostic codes;

(B) shall be compatible with State and health
plan data systems;

(C) shall be capable of serving as a basis for
identifying such children and their medical ex-
penditures and monitoring the quality of care
received: and

(D) shall incorporate the consideration of the
severity status, prognosis, and desired outcome
for each such child, including tertiary preven-
tion, maintenance of function, or improvement
of function,

(b) DEMONSTRATION PROJECTS TO USE CLASSI-
FICATION SYSTEM AND To PROVIDE METHODS OF
ASSURING QUALITY C FOR CHILDREN WITH
SPECIAL HEALTH CARE NEEDS. —

(I) IN GENERAL—Upon completion of the de-
velopm&nt of the dassification system under
subsection (a), the Secretary shall make grants
to not more than 5 States to conduct 5-year dem-
onstration projects in accordance with this ub-
section for the purpose of—

(A) testing the reliability and validity of such
classi/kation system;

(B) developing methods of assuring quality
care for children with special health care needs;
and

(C) providing for initial methods for identify-
ing children with special health care needs
based on diagnoses accounting for the majcrity
of the chronic conditions affecting children in
the State which are likely to require significant
medical interventions whether in number of
interventions or costs,
Each State grant may be used without fiscal
year hmitation,

(2) REQUIREMENTS OF PROJECT. —
(A) IN GENERAL—A project conducted in ac-

cordaiice with this subsection shall provide that
the State in developing methods described in
paragraph (I) (B,), shall develop—

(i) adequate capitation rates specific to chil-
dren with special health care needs; and

(ii) quality indicators, including system per-
formance standards, care guidelines for specific
populations, outcomes measures, and patient
and parent satisfaction.

(B) APPROPRIATE REPRESENTATIVES. — The de-
sign and implementation of such a project shall
include representatives of providers of services
to such children and appropriate State agencies
and programs.

(3) APPLICATIONS—Each State desiring to
conthict a demonstration project under this sub-
section, including projects which are statewide,
substate. or regional in coopera(ion with a con-
tiguous State or States, shall prepare and sub-
mit to the Secretary an application at such time,
in such manner, and containing such informa-
tion as the Seci-etary may require.

(4) REPORTS.—A State that conducts a dem-
onsti'ation project under this section shall pre
pare and submit to the Secretary annual and
final reports in such form and containing such
information as the Secretary may require.

(5) AUTHORIZATION OF APPROPRIATiONS. —
Thei'e are authorized to be appropriated
$2. 000.000 for each of fiscal years 1997. 1998,
1999, 2000, and 2001 for the purpose of conduct-
ing demonstration projects in accordance with
this subsection.
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SEC. 7195. CBO REPORTS.

(a) STUDY. —The Director of the Congressional
Budget Office shall prepare an annual analysis
of the effects of the amendments made by sec-
tion 7191 on the health insurance status of chil-
dren, individuals who have attained retirement
age, and the disabled.

(b) REPORT. — The Director of the Congres-
sional Budget Office shall submit a report of the
results of the analysis required under subsection
(a) by May 15 of each year to the Committee on
Finance of the Senate and the Committee on
Commerce of the House of Representatives.
SEC. 7196. ADJUSTMENTS OF POOL AMOUNTS.

Notwithstanding any other provision in law,
the Secretary shall adjust Medicaid pool
amounts in fiscal year 1996, fiscal year 1997, fis-
cal year 2000, and fiscal year 2001 for each State
by a proportionate amount such that total Med-
icaid pool amounts in fiscal year 1996. fiscal
year 1997, fiscal year 2000, and fiscal year 2001
shall not exceed the amounts provided in section
2121(b) (1) of the Social Security Act as added by
section 7191(a) of this Act—

(1) reduced by $1900, 000.000 in fiscal year
1996, and increased by a similar amount in the
subsequent fiscal year: and

(2) reduced by $2300, 000.000 in fiscal year
2000, and increased by a similar amount in the
subsequent fiscal year.
SEC. 7197. STATE REVIEW OF MENTALLY ILL OR

RETARDED NURSING FACILITY RESI-
DENTS UPON CHANGE IN PHYSICAL
OR MENTAL CONDITION.

(a) STATE REVIEW ON CHANGE IN RESIDENT'S
CONDITION—Section 1919(e) (7) (B) (iii) (42 U.S.C.
1396r(e)(7) (B) (iii)) is amended to read as follows:

'(iii) REVIEW REQUIRED UPON CHANGE IN RESI-
DENT'S CONDITION—A review and determination
under clause (i) or (ii') shall be conducted
promptly after a nursing facility has notified
the State mental health authority or State men-
tal retardation or developmental disability au-
thority, as applicable, with respect to a mentally
ill or mentally retarded resident that there has
been a significant change in the residents phys-
ical or mental condition.

(b) CONFORMING AMENDMENTS. —
(1) Section 1919(b) (3) (E) (42 U S.C.

1396r(b)(3)(E)) is amended by adding at the end
the following new sentence: "In addition, a
nursing facility shall notify the State mental
health authority or State mental retardation or
developmental disability authority, as applica-
ble. promptly after a significant change in the
physical or mental condition of a resident who
is mentally ill or mentally retarded.

(2) The heading for section 1919(e) (7) (B) (42
U.S.C. 1396r(e)(7)(B)) is amended by striking

ANNUAL
(3) The heading for section 1919(e) (7) (D) (i) (42

U.S.C. 1396r(e)(7)(D)(i)) is amended by striking
"ANNUAL'.
SEC. 7198. NURSE AIDE TRAINING IN NURSING

FACILITIES SUBJECT TO EXTENDED
SURVEY AND UNDER CERTAIN
OTHER CONDITIONS.

Section 1919(1) (2) (B) (iii) (1) (42 U.S.C.
1396r(f) (2) (B) (iii) (I)) is amended in the matter
preceding item (a), by striking 'by or in a nurs-
ing facility' and inserting 'by a nursing facil-
ity (or in such a facility, unless the State deter-
mines that there is no other such program of-
fered within a reasonable distance, provides no-
tice of the approval to the State long term care
ombudsman, and assures, through an oversight
effort, that an adequate environment exists for
such a program)
SEC. 7199. MEDICAREIMEDICAJD INTEGRATION

DEMONSTRATION PROJECT.
(a) DESCRIPTION OF PROJECTS. —
(1) IN GENERAL—The Secretary of Health and

Human Services (in this section referred to as
the 'Secretary ) shall conduct demonstration
projects under this section to demonstrate the
manner in which States may use funds from the
medicare program under title XVIII of the So-
cial Security Act and the medicaid program
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under title XXI of such Act (in this section re-
ferred to as the "medicare and medicaid pro-
grams ") for the purpose of providing a more
cost-effective full continuum of care for deliver-
ing services to meet the needs of chronically-ill
elderly and disabled beneficiaries who are eligi-
ble for items and services under such programs.
through integrated systems of care, with an em-
phasis on case management, prevention, and
interventions designed to void institutionaliza-
tion whenever possible. The Secretary shall use
funds from the amounts appropriated for the
medicare and medicaid programs to make the
payments required under subsection (d) (1).

(2) OPTION TO PARTICIPATE. —A State, or a co-
alition of States, may not require an individual
eligible to receive items and services under the
medicare and medicaid programs to participate
in a demonstration project under this section.

(b) ESTABLISHMENT, — The Secretary shall
make payments in accordance with subsection
(d) to not more than 10 States, or coalitions of
States, for the conduct of demonstration projects
that provide for integrated systems of care in ac-
cordance with subsection (a).

(c) APPLICATIONS, —Each State. or a coalition
of States, desiring to conduct a demonstration
project under this section shall prepare and sub-
mit to the Secretary an application at such time,
in sj.,ch manner, and containing such informa-
tion as the Secretary may require, including an
explanation of a plan for evaluating the project.
The Secretary shall approve or deny an applica-
tion not later than 90 days after the receipt of
such application.

(d) PAYMENTS,—
(1) IN GENERAL. —For each fiscal year quarter

occurring during a demonstration project con-
ducted under this section. the Secretary shall
pay to each entity designated under paragraph
(3) an amount equal to the Federal capita ted
payment rate determined under paragraph (2).

(2) FEDERAL CAPITA TED PA YMENT RATE. — The
Secretary shall determine the Federal capitated
payment rate for purposes of this section based
on the anticipated Federal quarterly cost of pro-
viding care to chronically-ill elderly and dis-
abled beneficiaries who are eligible for items and
services under the medicare and medicaid pro-
grams and who have opted to participate in a
demonstration project under this section.

(3) DESIGNATION OF ENTITY, —
(A) IN GENERAL—Each State, or coalition of

States, shall designate entities to directly receive
the payments described in paragraph (1).

(B) REQUIREMENT—A State, or a coalition of
States, may not designate an entity under sub-
paragraph (A) unless such entity meets the
quality, solvency, and coverage standards appli-
cable to providers of items and services under
the medicare and medicaid programs.

(4) STATE PA YMENTS. —Each State conducting,
or in the case of a coalition of States, participat-
ing in a demonstration project under this sec-
tion shall pay to the entities designated under
paragraph (3) the State percentage, as defined
in section 1905(b) of the Social Security Act (42
U.S.C. 1396d(b)) (as such section is in effect on
the day before the date of the enactment of this
Act), of any items and services provided to
chronically-ill elderly and disabled beneficiaries
who have opted to participate in a demonstra-
tion project under this section.

(5) BUDGET NEUTRALITY—The aggregate
amount of Federal payments to entities des-
ignated by a State. or coalition of States. under
paragraph (3) for a fiscal year shall not exceed
the aggregate amount of such payments that
would otherwise have been made under the med
icare and medicaidprograins for such fiscal year
for items and services provided to beneficiaries
under such programs but for the election of such
beneficiaries to participate in a demonstration
project under this section.

(e) DURATION.—
(1) IN GENERAL—The demonstration projects

conducted under this section shall be conducted
for a 5-year period, subject to annual review
and approval by the Secretary.
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(2) TERMINATION. —The Secretary may. with

90 days notice, terminate any demonstration
project conducted under this section that is not
in substantial compliance with the terms of the
application approved by the Secretary under
this section.

(17 OVERSIGHT—The Secretary shall establish
quality standards for evaluating and monitoring
the demonstration projects conducted under this
section.

(g) REPORTS. —Not later than 90 days after the
conclusion of a demonstration project conducted
under this section. the Secretary shall submit to
the congress a report containing the following:

(1) A description of the demonstration project.
(2) An analysis of beneficialy satisfaction

under such project.
(3) An analysis of the quality of the services

delivered under the project.
(4) A description of the savings to the medic-

aid and medicare programs as a result of the
demonstration project.

Subtitle C—Block Grants for Temporary
As.sistance for Needy Families

SEC. 7200. SHORT TITLE.
This subtitle may be cited as the ' Work Op-

portunity Act of 1995'.
SEC. 7201. BLOCK GRANTS TO STATES.

(a) REPEALS. —
(I) IN GENERAL. —Parts A and F of title IV (42

U.S. C. 601 et seq. and 682 et seq.) are hereby re-
pealed.

(2) RULES AND REGULATIONS—The Secretaly
of Health and Human Services shall ensure that
any rules and regulations relating to the provi-
sions of law repealed in paragraph (1) shall
cease to have effect on and after the date of the
repeal of such provisions.

(b) BLOCK GRANTS TO STATES FOR TEMPORARY
ASSISTANCE FOR NEEDY FAMILIES WITH MINOR
CHILDREN—Title IV (42 u.s.c. 601 et seq.) is
amended by inserting before part B the follow-
ing:
PART A—BLOCK GRANTS TO STATES FOR

TEMPORARY ASSISTANCE FOR NEEDY
FAMILIES WITHMINOR CHILDREN

SEC. 400. NO INDIVIDUAL Li VTJTLEME)VT.

Notwithstanding any other provision of law,
no individual is entitled to any assistance under
this part.
SEC. 40!. PURPOSE.

The purpose of this part is to increase the
flexibility of States in operating a program de-
signed to—

(1) provide assistance to needy families with
minor children:

(2) provide job preparation and opportunities
for such families; and

(3) prevent and reduce the incidence of out-
of-wedlock pregnancies. with a special emphasis
on teenage pregnancies. and establish annual
goals for preventing and reducing such preg-
nancies with respect to fiscal years 1996 through
2000.

SEC. 02. ELIGIBLE STATES; STATE PLAN.
'(a) IN GENERAL—As used in this part, the

term eligible State' means, with respect to a fis-
cal year. a State that has submitted to the Sec-
retary a plan that indudes the following:

(I) OUTLINE OF FAMILY ASSISTANCE PRO-
GRAM. —A written document that outlines how
the State intends to do the following:

(A) conduct a program designed to se,-.'e all
political subdivisions in the State to—

(i) provide assistance to needy families with
not less than I minor child (or any expectant
family); and

(ii) provide a parent or caretaker in such
families with work experience, assistance in
finding employment, and other work prepara-
tion activities and support services that the
State considers appropriate to enable such fami-
lies to leave the program and become self-sufli-
cient.

(B) Require a parent or caretaker receiving
assistance under the program to engage in work
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(as defined by the State) when the State deter-
mines the parent or caretaker is ready to engage
in work, or after 24 months (whether or not con-
secutive) of receiving assistance under the pro-
gram, whichever is earlier.

'(c) Satisfy the minimum participation rates
specifIed in section 404.

'(D) Treat—
'(i) families with minor children moving into

the State from another State; and
(ii) noncitizens of the United States.
IE) Safeguard and restrict the use and dis-

closure of information about individuals and
families receiving assistance under the program.

'(F) Establish goals and take action to pre-
vent and reduce the incidence of out-of.wedlock
pregnancies. with special emphasis on teenage
pregnancies.

'(G) cOMMUNITY SERVICE—Not later than 2
years after the date of the enactment of this
Act, consistent with the exception provided in
section 404(d), require participation by. and
offer to unless the State opts out of this provi-
sion by notifying the Secretary, a parent or
caretaker receiving assistance under the pro-
gram, after receiving such assistance for 3
months—

'(i) is not exempt from work requirements:
and

(ii) is not engaged in work as determined
under section 404(c).
in community service employment, with mini-
mum hours per week and tasks to be determined
by the State.

'(2) Fv1IL Y ASSISTANCE PROGRAM ST!iA TEGIC
PLAN.—

'(A) IN GENERAL—A single comprehensive
State Family Assistance Program Strategic Plan
(hereafter referred to in this section as the
State Plan') describing a 3-year strategic plan
for the statewide program designed to meet the
State goals and reach the State benchmarks for
program activities of the family assistance pro.
gram.

'(B) cON-rEN-rS OF THE STATE PLAN—The
State plan shall include:

"(i) STATE GOALS. —A description of the goals
of the 3-year plan, including outcome related
goals of and benchmarks for program activities
of the family assistance program.

'(ii) cURRENT YEAR PLAN. —A description of
how the goals and benchmarks described in
clause (i) will be achieved, or how progress to-
ward the goals and benchmarks will be
achieved, during the fiscal year in which the
plan has been submitted.

'(iii) PERFORMANCE INDICA TORS. —A descrip-
tion of performance indicators to be used in
measuring or assessing the relevant output serv-
ice levels and outcomes of relevant program ac-
tivities.

(iv) EXTERNAL FACTORS—Information on
those key factors external to the program and
beyond the control of the State that could sig-
nificantly affect the attainment of the goals and
benchmarks.

"(v) EVALUATION MECHANISMS. —Information
on a mechanism for conducting program evalua-
tion, to be used to compare actual results with
the goals and benchmarks and designate the re-
sults on a scale ranging from highly successful
to failing to reach the goals and benchmarks of
the program.

(vi) MINIMUM PARTICIPATION RATES. —Infor-
mation on how the minimum participation rates
specified in section 404 will be satisfied.

'(vii) ESTIMATE OF EXPENDITURES. —An esti-
mate of the total amount of State or local ex-
penditures under the program for the fiscal year
in which the plan is submitted.

'(3) cERTIFICATION THAT THE STATE WILL OP-
ERATE A CHILD SUPPORT ENFORCEMENT PRO-
GRAM—A certification by the chief executive of-
ficer of the State that, during the fiscal year.
the State will operate a child support enforce-
Jnent program under the State plan approved
under part D.
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(4) cERTIFICATION THAT THE STATE WILL OP-

ERATE A CHILD PROTECTION PROGRAM. —A certifi-
cation by the chief executive officer of the State
that, during the fiscal year, the State will oper-
ate a child protection program under the State
plan approved under part B.

'(5) cERTIFICATION THAT THE STATE WILL OP-
ERATE A FOSTER CARE AND ADOPTION ASSISTANCE
PROGRAM—A certification by the chief executive
officer of the State that, during the fiscal year,
the State will operate a foster care and adoption
assistance program under the State plan ap-
proved under part E.

'(6) cERTIFICATIoN THAT THE STATE WILL PAR-
TICIPA TE IN THE INCOME AND ELIGIBILIIY VER-
IFICATION SYSTEM. —A certification by the chief
executive officer of the State that, during the
fiscal year. the State will participate in the in-
come and eligibility verification system required
by section 1137.

'(7) cERTIFICATION OF THE ADMINISTRATION
OF THE PROGRAM—A certification by the chief
executive officer of the State specifying which
State agency or agencies are responsible for the
administration and supervision of the State pro-
gram for the fiscal year and ensuring that local
governments and private sector organizations
have been consulted regarding the plan and de-
sign of welfare services in the State so that serv-
ices are provided in a manner appropriate to
local populations.

(8) cERTIFICATION TI-fAT REQUIRED REPORTS
WILL BE SUBMITTED. —A certification by the
chief executive officer of the State that the State
shall provide the Secretaiy with any reports re-
quired under this part.

'(b) cERTIFICATION TJIA T THE STATE WILL
PROVIDE ACCESS TO INDIANS. —

i1) IN GENERAL—In recognition of the Fed-
eral Government's trust responsibility to. and
government-to-government relationship with,
Indian tribes, the Secretary shall ensure that
Indians receive at least their equitable share of
services under the State program, by requiring a
certification by the chief executive officer of
each State described in paragraph (2) that, dur-
ing the fiscal year the State shall provide Indi-
ans in each Indian tribe that does not have a
tribal family assistance plan approved under
section 414 for a fiscal year with equitable ac-
cess to assistance under the State program fund-
ed under this part.

'(2) STATE DESCRIBED—For purposes of para-
graph (1), a State described in this paragraph is
a State in which there is an Indian tribe that
does not have a tribal family assistance plan ap-
proved under section 414 for a fiscal year.

'(c) DISTRiBUTION OF STATE PLAN. —
'(1) PUBLIC AVAILA.BILIIY OF SUMMARY—The

State shall make available to the public a sum-
mary of the State plan submitted under this sec-
tion.

'(2) COPY TO AUDITOR—The State shall pro-
vide the approved entity conducting the audit
under section 408 with a copy of the State plan
submitted under this section.

(d) DEFINITIONS. —For purposes of this part.
the following definitions shall apply:

(1) ADULT—The term 'adult' means an indi-
vidual who is not a minor child.

(2) MINOR CHILD—The term minor child'
means an individual—

'(A) who—
'(i) has not attained 18 years of age: or
'(ii) has not attained 19 years of age and is a

full-time student in a secondaly school (or in
the equivalent level of vocational or technical
training); and

'(B) who resides with such individual's custo-
dial parent or other caretaker relative.

'(3) FISCAL YEAR—The term fiscal year'
means any 12-month period ending on Septem-
ber 30 of a calendar year.

'(4) INDIAN, INDIAN TRIBE, AND TRIBAL ORGA-
NIZATION. —

(A) IN GENERAL—Except as provided in sub-
paragraph (B), the terms 'Indian', 'Indian
tribe', and tribal organization' have the mean-
ing given such terms by section 4 of the Indian
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Self-Determination and Education Assistance
Act (25 (.S.C. 450b).

(B) IN ALASKA—For purposes of making trib-
al family assistance grants under section 414 on
behalf of Indians in Alaska, the term 'Indian
tribe• shall mean only the following Alaska Na-
tive regional nonprofit corporations.

'(i) Arctic Slope Native Association.
(ii) J<àwerak. Inc.
'(iii) Maniilaq Association.
'(iv) Association of Village Council Pnsi-

dents.
'fr) Tànana Chiefs Conference.
'(vi) (ook Inlet Tribal Council.
'(vii) Bristol Bay Native Association.
(viii) Aleutian and Pribilof Island Assoria-

tion.
(ix) Chugachmuit.
'(x) Tlingit Haida Central Council.
'(xi) Kodiak Area Native Association.
(xii) Copper River Native Association.

'(5,) STATE. —Except as othejwise specifically
provided, the term 'State• includes the several
States, the District of Columbia, the Common-
wealth of Puerto Rico. the United States Virgin
Islands, Guam, and American Samoa.
'SEC. 4O3 PA )'MENTS TO STA TES AND INDL4N

TRIBES.
'(a) GRANT AMOUNT.—

W IN GENERAL. —Subject to the provisions of
paragraphs (3 and (5,), section 407 (relating to
penalties), and section 414(g). for each of fiscal
years 1996. 1997, 1998. 1999. and 2000. the Sec-
retary shall pay—

'(A) each eligible State a grant in an amount
equal to the State family assistance grant far
the fiscal year. for each of fiscal years l9 and
1999, the amount of the State's job placement
performance bonus determined under subsection
(I)(l) f3r the fiscal year, and for fiscal year 2000,
the amount of the State's share of the perfomi-
ance bonus and high performance bonus deter-
mined under section 418 for such fiscal year;
and

• (B) each Indian tribe with an approved trib-
al family assistance plan a tribal family assist-
ance grant in accordance with section 414.

(2) STATE FAMILY ASSIS TA/ICE GRANT. —
"(A) IN GENERAL.—
'(i) BASIC AMOUNT—For purposes of para-

graph (1)(A). a State family assistance grant for
any State for a fiscal year is an amount equal
to the sum of—

'(I) the total amount of the Federal payments
to the' State under section 403 (other than Fed-
eral payments to the State described in subpara-
graphs (A). (B) and (C) of section 418(a)(2)) for
fiscal year 1994 (as such section 403 was in effect
during such fiscal year). plus

• '(I!) the total amount of the Federal pay-
ments to the State under subparagraphs (A), (B)
and (C) of section 418(a) (2),
as suth payments were reported by the State on
February 14. 1995. and as adjusted under clause
(ii).

• '(i) ADJUSTMENTS—The payments de;cribed
in clause (ij) shall be—

"(1) reduced by the amount, if any, deter-
mined under subparagraph (B);

"(II) reduced by the amount determined under
subsection (I (2) (B);

• '(III) reduced by the amount, if any. deter-
mined under subsection (1) (3) (C)(iii):

'(IV) for fiscal year 2000. reduced by the
amount determined under section 418(a) (3); and

• '(V) increased by the amount, if any. deter-
mined under subparagraph (D),

'(8) AMOUNT A TTRIBU7'ABLE TO CERTAIN IN-
DL4N FAMILIES SERVED BY INDIAN TRIBES--

'(i) IN GENERAL—For purposes of stibpara-
graph (A), the amount determined under this
subparagraph is an amount equal to the Federal
payments to the State under this section for fis-
cal year 1994 (as in effect during such fiscal
year,) attributable to expenditures by the State
under parts A and F of this title (as so in effect)
for Indian families described in clause (ii).
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'(ii) INDIAN FAMILIES DESCRIBED. —For pur-

poses of clause (I), Indian families described in
this clause are Indian families who reside in a
service area or areas of an Indian tribe receiving
a tribal family assistance grant under section
414.

"(C) NOTIFICATION—Not later than 3 months
prior to the payment of each quarterly install-
ment of a State grant under subsection (a)(l).
the Secretary shall notify the State of the
amount of the reduction determined under sub-
paragraph (B) with respect to the State.

'(D) AMOUNT ATTRJBU7'ABLE TO STATE PLAN
AMENDMENTS. —

"(1) IN GENERAL—For purposes of subpara-
graph (A) and subject to the limitation in clause
(ii), the amount determined under this subpara-
graph is an amount equal to the Federal pay-
ment under section 403(a)(5) to the State for
emergency assistance in fiscal year 1995 under
any State plan amendment made under section
402 during fiscal year 1994 (as such sections
were in effect before the date of the enactment
of the Work Opportunity Act of 1995).

'(ii) LIMITATION—Amounts made available
under clause (,) to all States shall not exceed
$800. 000, 000 for the 5-fiscal year period begin-
ning in fiscal year 1996. If amounts available
under this subparagraph are less than the total
amount of emergency assistance payments re-
ferred to in clause (I), the amount payable to a
State shall be equal to an amount which bears
the same relationship to the total amount avail-
able under this clause as the State emergency
assistance payment bears to the total amount of
such payments.

'(iii) BUDGET SCORING—Notwithstanding sec-
tion 257(b) (2) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985. the baseline
shall assume that no grant shall be made under
this subparagraph after fiscal year 2000.

"(3) APPROPRIATION.—
(A) STATES—There are authorized to be ap-

propriated and there are appropriated
$16. 803,769,000 for each fiscal year described in
paragraph (I) for the pulpose of paying—

'(1) grants to States under paragraph (1) (A):
and

"(ii) tribal family assistance grants under
paragraph (l)(B).

"(B) ADJUSTMENT FOR QUALIFYING STA TES. —
For the puipose of increasing the amount of the
grant payable to a State under paragraph (1) in
accordance with paragraph (3), there are au-
thorized to be appropriated and there are appro-
priated—

'(1) for fiscal year 1997. $85,860. 000;
'(ii) for fiscal year 1998. $173,276,000:

"(iii) for fiscal year 1999. $263,468. 000: and
"(iv) for fiscal year 2000. $355310.000.
"(4) WELFARE PARTNERSHIP. —
'(A) IN GENERAL—The amount of the grant

otherwise determined under paragraph (1) for
fiscal year 1997, 1998. 1999. or 2000 shall be re-
duced by the amount by which State expendi-
tures under the State program funded under
this part for the preceding fiscal year is less
than 80 percent of historic State expenditures.

(B) HISTORIC STATE EXPENDITURES. —For
purposes of this paragraph—

"(i) IN GENERAL—The term 'historic State ex-
penditures' means expenditures by a State
under parts A and F of title IV for fiscal year
1994. as in effect during such fiscal year.

"(ii) HOLD JIARMLESS,—In no event shall the
historic State expenditures applicable to any fis-
cal year exceed the amount which bears the
same ratio to the amount determined under
clause (i') as—

"(I) the grant amount otherwise determined
under paragraph (1) for the preceding fiscal
year (without regard to section 407), bears to

"(II) the total amount of Federal payments to
the State under section 403 for fiscal year 1994
(as in effect during such fiscal year).

"(C) DETERMINATION OF STATE EXPENDITURES
FOR PRECEDING FISCAL YEAR, —

'(i) IN GENERAL—For puiposes of this para-
graph. the expenditures of a State under the
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State program funded under this part for a pre-
ceding fiscal year shall be equal to the sum of
the State 's expenditures under the program in
the preceding fiscal year for—

"(I) cash assistance;
'(II) child care assistance,'
"(III) education,job training, and work:
"(IV) administrative costs; and
'TV) any other use of funds allowable under

section 403 (b) (I).
'(ii') TRANSFERS FROM OTHER STATE AND

LOCAL PROGRAMS—In determining State ex-
penditures under clause (i), such expenditures
shall not include funding supplanted by trans-
fers from other State and local programs.

'(D) EXCLUSION OF FEDERAL AMOUNTS. —For
purposes of this paragraph, State expenditures
shall not include any expenditures from
amounts made available by the Federal Govern-
ment, State funds expended for the medicaid
program under title XIX of this Act or any suc-
cessor to such program. and any State funds
which are used to match Federal funds or are
expended as a condition of receiving Federal
funds under Federal programs other than under
this part.

(b) USE OF GRANT. —
"(1) IN GENERAL.—Subject to this part, a State

to which a grant is made under this section may
use the grant—

'(A) in any manner that is reasonably cal-
culated to accomplish the purpose of this part;
or

'(B) in any manner that such State used
amounts received under part A or F of this title.
as such parts were in effect before October 1,
1995;

except that not more than IS percent of the
grant may be used for administrative pulposes.

(2) AUTHOPJTY TO RESERVE CERTAIN AMOUNTS
FOR ASSISTANCE. —A State may reserve amounts
paid to the State under this part for any fiscal
year for the puipose of providing, without fiscal
year limitation, assistance under the State pro-
grain operated under this part. In the case of
amounts paid to the State that are set aside in
accordance with section 418(a). the State may
reserve such amounts for any fiscal year only
for the purpose of providing without fiscal year
limitation child care assistance under this part.

'(3) AUTHORITY TO OPERATE EMPLOYMENT
PLACEMENT PROGRAM. —A State to which a grant
is made under this section may use a portion of
the grant to make payments (or provide job
placement vouchers) to State-approved public
and private job placement agencies that provide
employment placement services to individuals
who receive assistance under the State program
funded under this part.

"(4) TRANSFERABILITY OF GRANT AMOUNTS—A
State may use up to 30 percent of amounts re-
ceived from a grant under this part for a fiscal
year to carry out State activities under the
Child Care and Development Block Grant Act of
1990 (42 U.S.C. 9858 et seq.) (relating to child
care block grants).

'(c) TIMING OF PA YMEIVTS. —The Secretary
shall pay each grant payable to a State under
this section in quarterly installments.

'(d) FEDERAL LOAN FUND FOR STATE WEL-
FARE PROGRAMS.—

(1) ESTABLISHMENT—There is hereby estab-
lished in the Treasury of the United States a re-
volving loan fund which shall be known as the
'Federal Loan Fund for State Welfare Programs'
(hereafter for puJposes of this section referred to
as the 'fund2.

'(2) DEPOSITS INTO FL/ND. —
'(A) APPROPRIATION—Out of any money in

the Treasury of the United States not otherwise
appropriated. $1,700,000,000 are hereby appro-
priated for fiscal year 1996 for payment to the
fund.

'(B) LOAN REPAYMENTS—The Secretary shall
deposit into the fund any principal or interest
payment received with respect to a loan made
under this subsection.
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'(3) A VAILABILITY. —Amounts in the fund are

authorized to remain available without fiscal
year limitation for the purpose of making loans
and receiving payments of principal and interest
on such loans, in accordance with this sub-
section.

'(4) USE OF FUND. —
"(A) LOANS TO STATES—The Secretary shall

make loans from the fund to any loan-eligible
State, as defined in subparagraph (D). for a pe-
riod to maturity of not more than 3 years.

'(B) RATE OF INTEREST—The Secretary shall
charge and collect interest on any loan made
under subparagraph (A) at a rate equal to the
current average market yield on outstanding
marketable obligations of the United States with
remaining periods to maturity comparable to the
period to maturity of the loan.

'(C) MAXIMUM LOAN—The cumulative
amount of any loans made to a State under sub-
paragraph (A) during fiscal years 1996 through
2001) shall not exceed 10 percent of the State
family assistance grant under subsection (a)(2)
for a fiscal year.

'(D) LOAN-ELIGIBLE STATE—For purposes of
subparagraph (A). a loan-eligible State is a
State which has not had a penalty described in
section 407(a) (1) imposed against it at any time
prior to the loan being made.

"(5) LIMITATION ON USE OF LOAN—A State
shall use a loan received under this subsection
only for any purpose for which grant amounts
received by. the State under subsection (a) may
be used including—

"(A) welfare anti-fraud activities; and
'(B) the provision of assistance under the

State program to Indian families that have
moved from the service area of an Indian tribe
with a tribal family assistance plan approved
under section 414.

"(e) SPECIAL RULE FOR INDIAIl ThJBES THAT
RECEIVED JOBS FUNDS. —

'(1) IN GENERAL—The Secretary shall pay to
each eligible Indian tribe for each of fiscal years
1996. 1997, 1998. 1999, and 2000 a grant in an
amount equal to the amount received by such
Indian tribe in fiscal year 1994 under section
482(i) (as in effect during such fiscal year) for
the purpose of operating a program to make
work activities available to members of the In-
dian tribe.

(2) ELIGIBLE INDIAN TRIBE—For purposes of
paragraph (1), the term eligible Indian tribe
means an Indian tribe or Alaska Native organi-
zation that conducted a job opportunities and
basic skills training program in fiscal year 1995
under section 482(i) (as in effect during such fis-
cal year).

"(3) APPROPRIATION.—There are authorized to
be appropriated and there are hereby appro-
priated $7,638,474 for each fiscal year described
in paragraph (1) for the purpose of paying
grants in accordance with such paragraph.

"(i7 JOB PLACEMENT PERFORMANCE BONUS. —
"(I) IN GENERAL. — The job placement perform-

ance bonus determined with respect to a State
and a fiscal year is an amount equal to the
amount of the States allocation of the job
placement performance fund determined in ac-
cordance with the formula developed under
paragraph (2).

"(2) ALLOCATION FORMULA; BONUS FUND.—
'(A) ALLOCATION FORMULA.—

"(i) IN GENERAL. —Not later than September
30. 1996. the Secretary of Health and Human
Services shall develop and publish in the Fed-
eral Register a formula for allocating amounts
in the job placement performance bonus fund to
States based on the number of families that re-
ceived assistance under a State program funded
under this part in the preceding fiscal year that
became ineligible for assistance under the State
program as a result of unsubsidized e.inployment
during such year.

'(ii) FACTORS TO CONSIDER. —In developing
the allocation formula under clause (i). the Sec-
retary shall—

'(I) provide a greater financial bonus for in-
dividuals in families described in clause (1) who
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remain employed for greater periods of time or

are at greater risk of long-term welfare depend-
ency: and

(II) take into account the unemployment
conditions of each State or geographic area.

'(B) JOB PLACEMENT PERFORIt.IANCE BONUS
FUND.—

"(I) IN GENERAL—The amount in the job
placement perfol-mvance bonus fund for a fiscal
year shall be an amount equal to the applicable
percentage of the amount appropriated under
section 403 (a) (2) (A) (i) for such fiscal year.

'(ii) APPLICABLE PERCENTAGE—For purposes
of clause (i) U), the applicable percentage shall
be determined in accordance with the following
table:

The applicable
'For fiscal year: percentage is:

1998 3
1999 4.

"(gi SECRETARY—For purposes of this sec-
tion. the term 'Secretary' means the Secretary of
the Treasury.

"(h) cONTINGENCY FUND. —
"(1) ESTA5LISHMENT.—There is hereby estab-

lished in the Treasury of the United States a
fund which shall be known as the 'Contingency
Fund for State Welfare Programs (hereafter in
this section referred to as the 'Fund 2.

'(2) DEPOSITS IrrrO FUND—Out of any money
in the Treasury of the United States not other-
wise appropriated, there are hereby appro-
priated for fiscal years 1996. 1997, 1998, 1999,
2000. 2001. and 2002 such sums as are necessary
for payment to the Fund in a total amount not
to exceed $L000.000,000.

"(3) cOMPUTATION OF GRANT.—
"(A) IN GENERAL. —Subject to subparagraph

(B). the Secretary of the Treasury shall pay to
each eligible State in a fiscsl year an anvunt
equal to the Federal medical assistance percent-
age for such State for such fiscal year (as de-
fined in section 2122(c)) of so much of the ex-
penditures by the State in such year under the
State program funded under this part as exceed
the historic State expenditures for such State.

"(B) LIMiTATiON—The total amount paid to a
State under subparagraph (A) for any fiscal
year shall not exceed an amount equal to 20 per-
cent of the annual amount determined for such
State under the State program funded under
this part (without regard to this subsection) for
such fiscal year.

'(C) METHOD OF COMPLTTA TION, PA YMENT.
AND RECONCILIATION.—

"(i) METHOD OF COMPUTATION—The method
of computing and paying such amounts shall be
as follo:

"U) The Secretary of Health and Human
Services shall estimate the amount to be paid to
the State for each quarter under the provisions
of subparagraph (A), such estimate to be based
on a report filed by the State containing its esti-
i-nate of the total sum to be expended in such
quarter and such other information as the Sec-
retry may find necessary.

'(II) The Secretary of Health and Human
Services shall then certify to the Secretary of
the Treasury the amount so estimated by the
Secretary of Health and Human Services.

'(ii) METHOD OF PA YMENT. — The Secretary of
the Treasury shall thereupon. through the Fis-
cal Service of the Department of the Treasury
and prior to audit or settlement by the General
Accounting Office, pay to the State, at the time
or times fixed by the Secretary of Health and
Human Services, the amount so certified

"(iii) METHOD OF RECONCILIATION—If at the
end of each fiscal year, the Secretary of Health
and Human Services finds that a State which
received amounts from the Fund in such fiscal
year did not meet the maintenance of effoit re-
quirement under paragraph (5) (B) for such fis-
cal year, the Secretary shall reduce the State
family assistance grant for such State for the
succeeding fiscal year by such amounts.

"(4) USE OF GRAPrr.—
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'(A) IN GENERAL. —An eligible State may use

the grant—
(i) in any manner that is reasonably cal-

culated to accomplish the purpose of this part;
or

'(ii) in any manner that such State used
amounts received under part A or F of this tide,
as such parts were in effect before October 1,
1995.

'(B) REFUND OF UNUSED PORTION. —Any
amount of a grant under this subsection not
used during the fiscal year shall be returned to
the Fund.

'(5) ELIGIBLE STATE.—
'(A) IN GENERAL—For purposes of this sub-

section, a State is an eligible State with respect
to a fiscal year. if—

'(i) (I) the average rate of total unemployment
in such State (seasonally adjusted) for the pe-
riod consisting of the most recent 3 months for
which data for all States are published equals or
exceeds 6.5 percent, and

"(II) the average rate of total unemployment
in such State (seasonally adjusted) for the 3-
month period equals or exceeds 110 percent of
such average rate for either (or both) of the cor-
responding 3-month periods ending in the 2 pre-
ceding calendar years; and

'(ii) has met the maintenance of effort re-
quirement under subparagraph (B) for the State
program funded under this part for the fiscal
year.

"(B) MAJNTENANCE OF EFFORT. —The mainte-
nance of effort requirement for any State under
this subparagraph for any fiscal year is the -
penditure of an amount at least equal to 100
percent of the level of historic State expendi-
tures for such State (as determined under sub-
section (a) (5)).

'(6) ANNUAL REPORTS—The Secretary of the
Treasury shall annually report to the Congress
on the status of the Fund.
SEC. 404. MANDÁ TORY WORK REQUIREMENTS.

'(a) PARTICIPATION R4IE REQUIREMENTS. —A
State to which a grant is made under section 403
for a fiscal year shall achieve the minimum par-
ticipation rate specified in the following tables
for the fiscal year with respect to—

"(1) all families receiving assistance under the
State program funded under this part:

The minimum
participation

rate for all
families is:

25
30
35
40

50;

and
'(2) with respect to 2-parent families receiving

such assistance:
The minimum
participation

"If the fiscal year is: rate is:
1996 60
1997 or 1998 75

1999 or thereafter 90.

'(b) CALCULATION OF PARTICIPATION R4TES.—
'(1) FOR ALL FAMILIES.—
'(A) A VERAGE MONrHL Y RATE. —For purposes

of subsection (a)(l), the participation rate for
all families of a State for a fiscal year is the av-
erage of the participation rates for all families
of the State for each month in the fiscal year.

"(B) MOWrHL Y PARTICIPATION RATES—The
participation rate of a State for all families of

the State for a month, expressed as a percent-
age, is—

'(i) the sum of—
'(I) the number of all families receiving assist-

ance under the State program funded under this

part that include an adult who is engaged in
work for the month;

'(II) the number of all families receiving as-
sistance under the State program funded under
this part that are subject in such month to a

"If the fiscal year is..
1996
1997

1998

1999

2000 or thereafter
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penalty described in paragraph (l)(A) or (2)(A)
of subsection (d) but have not been subject to
such penalty for more than 3 months within the
preceding 12-month period (whether or not con-
secutive); and

"(III) the number of all families that received
assistance under the State program under this
part during the previous 6-month period that
have become ineligible to receive assistance dcir-
ing such period because of employment and
which include an adult who is employed for the
month; divided by

"(ii) the total number of all families receiving
assistance under the State program funded
under this part during the month that include
an adult receiving assistance.

'(2) 2••PARENT FAMILIES.—
'(A) AVERAGE MONTHLY RATE—For purposes

of subsection (a)(2), the participation rate for 2-
parent families of a State for a fiscal year is the
average of the participation rates for 2-parent

families of the State for each month in the fiscal
year.

"(B) MONTHLY PARTICIPATION RATES. —The
participation rate of a State for 2-parent fami-
lies of the State for a month, expressed as a per-
centage. is—

(i) the total number of 2-parent families de-
scribed in paragraph (l)(B)(i): divided by

"(ii) the total number of 2-parent families re-
ceiving assistance under the State program
funded under this part during the month chat
include an adult.

'(3) PRO RATA REDUCTION OF PARTICIPATION
RATE DUE TO CASELOAD REDUCTIONS NOT RE-
QUIRED BY FEDERAL LAW.—

'(A) IN GENERAL—The Secretary shall pre-
scribe regulations for reducing the minimum
partic4ation rate otherwise required by this sec-
tion for a fiscal year by the number of percent-
age points equal to the number of percentage
points (if any) by which—

'(i) the number of families receiving assist-
ance during the fiscal year under the State pro-
gram funded under this part is less than

'(ii) the number of families that received aid
under the State plan approved under part A of
this title (as in effect before October 1, 1995)
during the fiscal year immediately preceding
such effective date.
The minimum participation rate shall not be re-
duced to the extent that the Secretary deter-
mines that the reduction in the number of fami-
lies receiving such assistance is required by Fed-
eral law.) ELIGIBILITY CHANGES NOT COUNTED--The
regulations described in subparagraph (A) shall
not t.tke into account families that are diverted
from a State program funded under this part as
a result of differences in eligibility criteria
under a State program funded under this part
and eligibility criteria under such State's plan
under the aid to families with dependent chil-
dren program, as such plan was in effect on the
day before the date of the enactment of the
Work Opportunity Act of 1995.

'(4) STATE OPTION TO INCLUDE INDIVIDUALS
RECEIVING ASSISTANCE UNDER A TPJBAL FAMILY
ASSISTANCE PLAN. —For purposes of paragraphs
(1)(B) and (2)(B). a State may. at its option, in-

clude families receiving assistance under a tribal
family assistance plan approved under section
414. For purposes of the previous sentence, an
individual who receives assistance under a trib-
al family assistance plan approved under sec-
tion 414 shall be treated as being engaged in
work if the individual is participating in work
undr standards that are comparable to State
standards for being engaged in work.

"(5) STATE OPTION FOR PARTICIPATICW RE-
QUIREMENT EXEMPTIONS. —For any fiscalyear, a
State may. at its option, not require an individ-

ual who is the parent or caretaker relative of a
minor child who is less than 12 months of age to
engage in work and may exclude such an mdi-
vid'al from the determination of the minimum
participation rate specified for such fiscal year
in subsection (a).
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(c) ENGAGED IN WORK. —
'(1) ALL FAMILIES,—For purposes of sub-

section (b)(l)(B)(i)(I), an adult is engaged in
work for a month in a fiscal year if the adult is

participating in work for at least the minimum
average number of hours per week specified in
the following table during the month, not fewer
than 20 hours per week of which are attrib-
utable to a work activity:

The minimum
if the month is average number of

in fiscal year: hours per week is:
1996 20
1997 20
1998 20
1999 25
2000 30
2001 30
2002 35
2003 or thereafter 35.

"(2) 2-PARENT FAMILIES—For purposes of sub-

section (b)(2)(A). an adult is engaged in work

for a month in a fiscal year if the adult is par-
ticipating in work for at least 35 hours per week
during the month, not fewer than 30 hours per
week of which are attributable to work activities
described in paragraph (3).

'(3) DEFINITION OF WORK ACTIVITIES—For
purposes of this subsection, the term work ac-
tivities' means—

'(A) unsubsidized employment;
'(B) subsidized employment;
'(C) on-the-job training:

"(D) community service programs;

"(F) job search (only for the first 4 weeks in
which an individual is required to participate in

work activities under this section); and
'(F) vocational educational training (not to

exceed 12 months with respect to any individ-
ual).

'(4) LIMITATION ON VOCATIONAL EDUCATION
ACTIVITIES COUNTED AS WORK—For purposes of
determining monthly participation rates under
paragraphs (l)(B)(i)(I) and (2)(B)(i) of sub-
section (b), not more than 25 percent of adults
in all families and in 2-parent families deter-
mined to be engaged in work in the State for a
month may meet the work activity requirement
through participation in vocational educational
training.

"(d) PENALTIES AGAINST INDIVIDUALS.—
"(1) IN GENERAL.—Except as provided in para-

graph (2), if an adult in a family receiving as-
sistance under the State program funded under
this part refuses to engage in work required
under subsection (c)(1) or (c)(2), a State to
which a grant is made under section 403 shall—

"(A) reduce the amount of assistance other-
wise payable to the family pro rata (or more, at
the option of the State) with respect to any pe-
riod during a month in which the adult so re-
fuses; or

"(B) terminate such assistance.
subject to such good cause and other exceptions
as the State may establish.

'(2) ExCEPTION. —Notwithstanding paragraph
(1), a State may not reduce or terminate assist-
ance under the State program based on a refusal
of an adult to work if such adult is a single cus-
todial parent caring for a child age 5 or under
and has a demonstrated inability (as determined
by the State) to obtain needed child care, for
one or more of the following reasons:

(A) Unavailability of appropriate child care
within a reasonable distance of the individual's
home or work site.

"(B) Unavailability or unsuitability of infor-
mal child care by a relative or under other ar-
rangements.

"(C) Unavailability of appropriate and af-
fordable formal child care arrangements.

'(e) NONDISPLA CEMENT IN WORK ACTIVITIES. —
'(1) IN GENERAL—Subject to paragraph (2),

an adult in a family receiving assistance under
this part may fill a vacant employment position
in order to engage in a work activity described
in subsection (c)(3).
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(2) No FILLING OF CERTAIN VAC4JVCIE.S. —No

adult in a work activity described in subsection
(c)(3) shall be employed or assigned—

'(A) when any other individual is on layoff
from the same or any substantially equivalent
job; or

'(B) when the employer has terminated the
employment of any regular employee or other-
wise caused an involuntary reduction of its
work force in order to fill the vacancy so created
with an adult described in paragraph (I).

'(3) No PREEMPTION. —Nothing in this sub-
section shall preempt or supersede any provision
of State or local law that provides greater pro-
tection for employees from displacement.

'(I) SENSE OF THE CONGRESS—It is the sense
of the Congress that in complying with this sec-
tion, each State that operates a program funded
under this part is encouraged to assign the
highest priority to requiring adults in 2-parent
families and adults in single-parent families
that include older preschool or school-age chil-
dren to be engaged in work activities.

'(g) ENCOURAGEMENT To PROVIDE CHILD
CARE SERVICES. —An individual participating in
a State community service progrdm may be
treated as being engaged in work under sub-
section (c) if such individual provides child care
services to other individuals participating in the
community service program in the manner, and
for the period of time each week, determined ap-
propriate by the State.
SEC. 405. REQUIREMENTS AND L!MTA TIONS.

"(a) STATE REQUIRED TO ENTER INTO A PER-
SONAL RESPONSIBILITY CONTRACT WiTh' EACH
FAMILY RECEIVING ASSISTANCE. —

(1) IN GENERAL—Each State to which a
grant is made under section 403 shall require
each family receiving assistance under the State
program funded under this part to enter into—

(A) a personal responsibility contract (as de-
veloped by the State) with the State; or

'(B) a limited benefit plan.
'(2) PERSONAL RESPONSIBILITY CONTRACT. —

For purposes of this subsection, the term 'per-
sonal responsibility contract' means a binding
contract between the State and each family re-
ceiving assistance under the State program
funded under this part that—

(A) outlines the steps each family and the
State will take to get the family off of welfare
and to become self-sufficient;

"(B) specifies a negotiated time-limited period
of eligibility for receipt of assistance that is con-
sistent with unique family circumstances and is
based on a reasonable plan to facilitate the
transition of the family to self-sufficiency:

"(C) provides that the family will automati-
cally enter into a limited beneilt plan if the fam-
ily is Out of compliance with the personal re-
sponsibility contract: and

(D) provides that the contract shall be in-
valid if the State agency fails to comply with
the contract.

(3) LIMITED BENEFIT PLAN. —For purposes of
this subsection, the term 'limited benefit plan'
means a plan which provides for a reduced level
of assistance and later termination of assistance
to a family that has entered into the plan in ac-
cordance with a schedule to be determined by
the State.

(4) ASSESSMENT—The State agency shall
provide, through a case manager, an initial and
thorough assessment of the skills, prior work ex-
perience. and employability of each parent for
use in developing and negotiating a personal re-
sponsibility contract.

(5) DISPuTE RESOL IJTION.— The State agency
described in section 402(a)(7) shall establish a
dispute resolution procedure for disputes related
to participation in the personal responsibility
contract that provides the opportunity for a
hearing.

(b) NO ASSISTANCE FOR MORE THAN 5
YEARS. —

'(I) MINOR CHILD EXCEPTION. —If an individ-
ual received assistance under the State program
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operated under this part as a minor child in a
needy family, any period during which such in-
dividual 's family received assistance shall not be
counted for purposes of applying the limitation
described in paragraph (1) to an application for
assistance under such program by such individ.
ual as the head of a household of a needy fam.
fly with minor children.

(2) HARDSHIP EXCEPTION.—
(A) IN GENERAL—The State may exempt a

family from the application of paragraph (1) by
reason of hardship.

'(B) LiMiTATION. — The number of families
with respect to which an exemption made by a
State under subparagraph (A) is in effect for a
fiscal year shall not exceed 20 percent of the av-
erage monthly number of families to which the
State is providing assistance under the program
operated under this part.

'(c) DENIAL OF ASSISTANCE FOR 10 YEARS TO
A PERSON FOUND To HAVE FR4UDULENTLY MIS-
REPRESENTED RESiDENCE IN ORDER TO OBTAIN
ASSISTANCE IN 2 OR MORE STATES—An individ-
ual shall not be considered an eligible individual
for the purposes of this part during the 10-year
period that begins on the date the individual is
convicted in Federal or State court of having
made a fraudulent statement or representation
with respect to the place of residence of the mdi-
vidua! in order to receive assistance simulta-
neously from 2 or more States under programs
that are funded under this title, title XXI, or
the Food Stamp Act of 1977, or benefits in 2 or
more States under the supplemental security in-
come program under title XVI.

(d) DENIAL OF ASSiSTANCE FOR FUGITIVE
FELONS AND PROBA T1ON AND PAROLE VIOLA -
TORS.—

(1) IN GENERAL—An individual shall not be
considered an eligible individual for the pur-
poses of this part if such individual is—

'(A) fleeing to avoid prosecution, or custody
or confinement after conviction, under the laws
of the place from which the individual flees, for
a crime, or an attempt to commit a crime, which
is a felony under the laws of the place from
which the individual flees, or which, in the case
of the State of New Jersey, is a high mis-
demeanor under the laws of such State; or

'(B) violating a condition of probation or pa-
role imposed under Federal or State law.

'(2) EXCHANGE OF 1NFORMA TION W1TJ-i LAW EN-
FORCEMEiVT AGENCIES—Not withstanding any
other provision of law, a State shall furnish any
Federal. State. or local law enforcement officer,
upon the request of the officer, with the current
address, Social Security number, and photo-
graph (if applicable) of any recipient of assist-
ance under this part, if the officer furnishes the
agency with the name of the recipient and noti-
fies the agency that—

(A) such recipient—
(i) is described in subparagraph (A) or (B) of

paragraph (I); or
'(ii) has information that is necessary for the

officer to conduct the officer's official duties:
and

'(B) the location or apprehension of the re-
cipient is within such officer's official duties.

(e) STATE OPTION TO REQUiRE ASSIGNMENT
OF SUPPORT—At the option of the State, a State
to which a grant is made under section 403 may
provide that an individual applying for or re-
ceiving assistance under the State program
funded under this part shall be required to as-
sign to the State any rights to support from any
other person the individual may have in such
individual's own behalf or in behalf of any
other family member for whom the individual is
applying for or receiving assistance.

'(0 DENiAL OF ASSISTANCE FOR ABSENT
CHILD—Each State to which a grant is made
under section 403—

"(1) may not use any part of the grant to pro-
vide assistance to a family with respect to any
minor child who has been, or is expected by the
caretaker relative in the family to be, absent
from the home for a penod of 45 consecutive
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days or, at the option of the State. such period
of not less than 30 and not more than 90 con-
secutive days as the State may provide for in the
State plan:

'(2) at the option of the State. may establish
such good cause exceptions to paragraph (1) as
the State considers appropriate if such excep-
tions are provided for in the State plan; arid

(3) shall provide that a caretaker relative
shall not be considered an eligible individual for
purposes of this part if the caretaker relative
fails to notify the State agency of an absence of
a minor child from the home for the period spec-
ified in or provided for under paragraph (1), by
the end of the 5-day period that begins on the
date that it becomes clear to the caretaker rel-
ative that the minor child will be absent for the
period so specified or provided for in paragraph
(I).
"SEC. 406. PROMOTING RESPONSIBLE

PARE WI 7NG.

'(a) FINDiNGS--The Coress makes the fol-
lowing findings:

'(I) Marriage is the foundation of a success-
ful society.

('2) Marriage is an essential institution of a
successful society which promotes the interests
of children.

'(3) Promotion of responsible fatherhood and
motherhood is integral to successful child
rearing and the wellbeing of children,

('4) In 1992. only 54 percent of single-parent
families with children had a child support order
established and, of that 54 percent, only about
one half received the full amount due, Of the
cases enforced through the public child support
enforcement system, only 18 percent of the case-
load has a collection,

"(5) The number of individuals receiving aid
to families with dependent children (hereafter in
this subsection referred to as 'AFDC') has more
than tripled since 1965. More than two-thirds of
these recipients are children. Eighty-nine per.
cent of children receiving AFDC benefits now
live in homes in which no father is present.

"(A)(i) The average monthly number of chil-
dren receiving AFDC benefits—

'(I) was 3,300.000 in 1965;
(II) was 6.200,000 in 1970;
(III) was 7,400,000 in 1980; and
(IV) was 9,300,000 in 1992.
(ii) While the number of children receiving

AFDC benefits increased nearly threefold be-
tween 1965 and 1992, the total number of chil-
dren in the United States aged 0 to 18 has de-
clined by 5.5 percent.

"(B) The Department of Health and Human
Services has estimated that 12,000,000 children
will receive AFDC benefits within 10 years.

'(C) The increase in the number of children
receiving public assistance is closely related to
the increase in births to unmarried women. Be-
tween 1970 and 1991, the percentage of live
births to unmarried women increased nearly
threefold, from 10.7 percent to 29.5 percent.

(6) The increase of out-of-wedlock preg-
riancies and births is well documented as fol-
lows:

(A) It is estimated that the rate of
nonmarital teen pregnancy rose 23 percent from
54 pregnancies per 1.000 unmarried teenagers in
1976 to 66.7 pregnancies in 1991. The overall rate
of nonmarital pregnancy rose 14 percent from
90.8 pregnancies per 1.000 unmarried women in
1980 to 103 in both 1991 and 1992. In contrast,
the overall pregnancy rate for married couples
decreased 7.3 percent between 1980 and 1991.
from 126.9 pregnancies per 1,000 married women
in 1980 to 117.6 pregnancies in 1991.

'(B) The total of all out-of-wedlock births be-
tween 1970 and 1991 has risen from 10.7 percent
to 29.5 percent and if the current trend contin-
ues. 50 percent of all births by the year 2015 will
be out-of-wedlock.

"(7) The negative consequences of an out-of-
wedlock birth on the mother, the child, the fam-
ily, and society are well documented as follows:

'(A) Young women 17 and under who give
birth outside of marriage are more likely to go
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on public assistance and to spend more years on
welfare once enrolled. These combined effects of
'younger and longer' increase total AFDC costs
per household by 25 percent to 30 percent for 17-
year olds.

"(B) children born out-of-wedlock have a
substantially higher risk of being born at a very
low or moderately low birth weight.

'(C) children born out-of- wedlock are more
likely to experience low verbal cognitive attain-
ment, as well as more child abuse. and neglect.

'(D) children born out-of-wedlock were more
likely to have lower cognitive scores, lower edu-
cational aspirations, and a greater likelihood of
becoming teenage parents themselves.

(E) Being born out-of-wedlock significantly
reduces the chances of the child growing up to
have an intact marriage.

"(F) children born out-of-wedlock are 3 more
times likely to be on welfare when they grow up.

18) currently 35 percent of children in single-
parent homes were born out-of- wedlock, nearly
the same percentage as that of children in sin-
gle-parent homes whose parents are divorced (37
percent). While many parents find themselves,
through divorce or tragic circumstances beyond
their control, facing the difficult task of raising
children alone, nevertheless, the negative con-
sequences of raising children in single-parent
homes are well documented as follows.'

'(A) Only 9 percent of married-couple families
with children under 18 years of age have income
below the national poverty level, In contrast, 46
percent of female-headed households with chil-
dren under 18 years of age are below the na-
tional poverty level.

'(B) Among single-parent families, nearly ½
of the mothers who never married received
AFDC while only ½ of divorced mothers re-
ceived AFDc.

(C) children born into families receiving wel-
fare assistance are 3 times more likely to be on
welfare when they reach adulthood than chil-
dren not born into families receiving welfare.

(D) Mothers under 20 years of age are at the
greatest risk of bearing low birth- weight babies.

'(E) The younger the single parent mother,
the less likely she is to finish high school.

'(F) Young women who have children before
finishing high school are more likely to receive
welfare assistance for a longer period of time.

'(G) Between 1985 and 1990. the public cost of
births to teenage mothers under the aid to fami-
lies with dependent children program. the food
stamp program, and the medicaid program has
been estimated at $120,000,000,000.

(H) The absence of a father in the life of a
child has a negative effect on school perform-
ance and peer adjustment.

(1) Children of teenage single parents have
lower cognitive scores, lower educational aspira-
tions, and a greater likelihood of becoming teen-
age parents themselves.

'(I) Children of single-parent homes are 3
times more likely to fail and repeat a year in
grade school than are children from intact two-
parent families.

(K) Children from single-parent homes are
almost 4 times more likely to be expelled or sus-
pended from school.

'(L) Neighborhoods with larger percentages of
youth aged 12 through 20 and areas with higher
percentages of single-parent households have
higher rates of violent crime.

'(M) Of those youth held for criminal offenses
within the State juvenile justice system, only
29.8 percent lived primarily in a home with both
parents. In contrast to these incarcerated youth,
73.9 percent of the 62.800,000 children in the Na-
tion 's resident population were living with both
parents.

"(9) Therefore, in light of this demonstration
of the crisis in our Nation, it is the sense of the
Congress that prevention of out-of-wedlock
pregnancy and reduction in out-of-wedlock
birth are very important Government interests
and the policy contained in provisions of this
title is intended to address the crisis,
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('b) REQUIREMEArT THAT TEENAGE PARENTS

LIVE IN ADULT-SUPERVISED SETTINGS.—
(1) INGENER4L.—
(A) REQUIREME!'IT.—EXcept as provided in

paragraph (2), if a State provides assistance
under the State program funded under this part
to an individual described in subparagraph (B),
such individual may only receive assistance
under the program if such individual and the
child of the individual reside in a place of resi-
dence maintained by a parent, legal guardian,
or other adult relative of such individual as
such parent's, guardian's, or adult relatives
own home.

'(B) INDIVIDUAL DESCRIBED. — For purposes
of subparagraph (A), an individual described in
this subparagraph is an individual who is—

'(i) under the age of 18: and
"(ii) not married and has a minor child in his

or her care.
"(2) EXCEPTION.—
'(A) PROVISION OF. OR ASSISTANCE IN LOCAT-

ING, ADUL T-SUPER VISED LIVING ARRANGEMEAT. —
In the case of an individual who is described in
subpangraph (B), the State agency shall pro-
vide, or assist such individual in locating, a sec-
ond chance home, maternity home, or othei' ap-
propriate adult-supervised supportive living ar-
rangement. taking into consideration the needs
and concerns of such individual, unless the
State agency determines that the individuals
current living arrangement is appropriate, and
thereafter shall require that such parent and
the child of such parent reside in such living ar-
rangement as a condition of the continued re-
ceipt of assistance under the plan (or in an al-
ternative appropriate arrangement, should cir-
cumstances change and the current arrange-
ment cease to be appropriate).

"(B) INDIVIDUAL DESCRIBED. —For purposes of
subparagraph (A), an individual is described in
this subparagraph if the individual is described
in paragraph (1) (B) and—

'(i) such individual has no parent, legal
guardAan or other appropriate adult relative as
described in (ii) of his or her own who is living
or whcse whereabouts are known;

'(ii) no living parent, legal guardian, or other
appropriate adult relative who would otherwise
meet applicable State criteria to act as such in-
dividuals legal guardian. of such individual al-
lows the individual to live in the home of such
parent, guardian, or relative;

"(iii) the State agency determines that—
"(I) the individual or the individual s custo-

dial minor child is being or has been sutyected
to serious physical or emotional harm, sexual
abuse, or exploitation in the residence of such
individual's own parent or legal guardian: or

"(If) substantial evidence exists of an act or
failure to act that presents an imminent or seri-
ous harm if such individual and such individ-
ual 's minor child lived in the same residence
with such individuals own parent or legal
guardian; or

"(iv) the State agency otherwise determines
that it is in the best interest of the minor child
to waive the requirement of paragraph (1) with
respect to such individual or minor child.

"',) SECOND-CHANCE HOME—For purposes of
this paragraph, the term 'second-chance home'
means an entity that provides individuals de-
scribed in subparagraph (B) with a supportive
and supervised living arrangement in which
such individuals are required to learn parenting
skills, including child development, family budg-
eting. health and nutrition, and other sJ<ills to
promote their long-term economic independence
and the well-being of their children,

"(3) ASSISTANCE TO STATES IN PRO VIL)ING OR
LOCA TING ADULT-SUPERVISED SUPPORTIVE LI VING
ARR4jVGEMENTS FOR UNMARRIED TEENAGE PAR-
Ems. -

"(A) IN GENERAL—For each of fisc.il years
1996 through 2002, each State that provides as-
sistance under the State program to individuals
described in paragraph (l)(B) shall be entitled
to receive a grant in an amount determined
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under subparagraph (B) for the purpose of pro-
viding or, locating adult-supervised supportive
living arrangements for individuals described in
paragraph (l)(B) in accordance with this sub-
section.

'(B) AMOUNT DETERMINED. —
'(i) IN GENERAL—The amount determined

under this subparagraph is an amount that
bears the same ratio to the amount specified
under clause (ii) as the amount of the State
family assistance grant for the State for such
fiscal year (described in section 403(a) (2)) bears
to the amount appropriated for such fiscal year
in accordance with section 403 (a) (4) (A).

'(ii) AMOUNT SPECIFIED—The amount speci-
fied in this subparagraph is—

"(I) for fiscal year 1996. $25,000,000;
'(II) for fiscal year 1997, $25,000,000; and.
"(III) for each of fiscal years 1998. 1999. 2000,

2001. and 2002. $20. 000,000.
"(C) ASSISTANCE TO STATES IN PROVIDING OR

LOCATING ADUL T-SUPER VISED SUPPORTIVE LIVING
ARP4NGEMENTS FOR UNMARRIED TEENAGE PAR-
Ei'TrS, —There are authorized to be appropriated
and there are appropriated for fiscal years 1996,
1997, 1998. 1999. 2000. 2001. and 2002 such sums
specified in subparagraph (B) (ii) for the purpose
of paying grants to States in accordance with
the pro visions of this paragraph.

(c) REQUIREMENT THAT TEENAGE PAREfrTS
ATTEND HIGH SCHOOL OR OTHER EQUIVALWT
TRAINING PROGRAM. —If a State provides assist-
ance under the State program funded under this
part to an individual described in subsection
(b)(l) (B) who has not successfully completed a
high-school education (or its equivalent) and
whose minor child is at least 12 weeks of age.
the State shall not provide such individual with
assistance under the program (or. at the option
of the State, shall provide a reduced level of
such assistance) if the individual does not par-
ticipate in—

'(I) educational activities directed toward the
attainment of a high school diploma or its
equivalent: or

'(2) an alternative educational or training
program that has been approved by the State.

(d) STATE OPTION To DENY ASSISTANCE IN
CERTAIN SITUATIONS—Nothing in this sub-
section shall be construed to restrict the author-
ity of a State to exercise its option to limit as-
sistance under this part to individuals if such
limitation is not inconsistent with the provisions
of this part.
"SEC. 407. STATE PENALTIES.

(a) IN GENERAL—Subject to the provisions of
subsection (b). the Secretaiy shall deduct from
the grant otherwise payable under section 403
the following penalties:

1) FOR USE OF GRANT IN VIOLATION OF THIS
PART—If an audit conducted under section 408
fInds that an amount paid to a State under sec-
tion 403 for a fiscal year has been used in viola-
tion of this part, then the Secretaiy shall reduce
the amount of the grant otherwise payable to
the State under such section for the immediately
succeeding fiscal year quarter by the amount so
used. If the State does not prove to the satisfac-
tion of the Secretary that such unlawful ex-
penditure was not made by the State in inten-
tional violation of the requirements of this part,
then the Secretary shall impose an additional
penalty of 5 percent of such grant (determined
without regard to this section).

'(2) FOR FAILURE TO SUBMIT REQUIRED RE-
PORT. —

(A) IN GENERAL—If the Secretaiy determines
that a State has not, within 6 months after the
end of a fiscal year, submitted the report re-
quired by section 409 for the fiscal year. the Sec-
retary shall reduce by 5 percent the amount of
the grant that would (in the absence of this sec-
tion) be payable to the State under section 403
for the immediately succeeding fiscal year.

"(B) RESCISSION OF PENALTY—The Secretaiy
shall rescind a penalty imposed on a State
under subparagraph (A) with respect to a report
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for a fiscal year if the State submits the report
before the end of the immediately succeeding fis-
cal year.

'13) FOR FAILURE TO SATISFY MINIMUM PAR-
TICIPATION RATES. —

'(A) IN GENERAL. —If the Secretaiy determines
that a State has failed to satisfy the minimum
participation rates specified in section 404(a) for
a fiscal year, the Secretaiy shall reduce the
amount of the grant that would (in the absence
of this section) be payable to the State under
section 403 for the immediately succeeding fiscal
year by—

'(i) in the first year in which the State fails
to satisfy such rates. 5 percent; and

"(ii) in subsequent years in which the State
fails to satisfy such rates, the percent reduction
determined under this subparagraph (if any) in
the preceding year. increased by 5 percent.

"(B) PENALTY BASED ON SEVERITY OF FAIL-
URE. —The Secretaiy shall impose reductions
under subparagraph (A) on the basis of the de-
gree of noncompliance.

"(4) FOR FAILURE TO PARTICIPATE IN THE IN-
COME AND ELIGIBILITY VERIFICATION SYSTEM. —If
the Secretaiy determines that a State program
funded under this part is not participating dur-
ing a fiscal year in the income and eligibility
verification system required by section 1137. the
Secretaiy shall reduce by not more than 5 per-
cent the amount of the grant that would (in the
absence of this section) be payable to the State
under section 403 for the immediately succeeding
fiscal year.

"(5) FOR FAILURE TO COMPLY WITH PATERNITY
ESTABLISHMENT AND CHILD SUPPORT ENFORCE-
MENT REQUIREMENTS UNDER PART D.—Notwith-
standing any other provision of this Act, if the
Secretary determines that the State agency that
administers a program funded under this part
does not enforce the penalties requested by the
agency administering part D against recipients
of assistance under the State program who fail
to cooperate in establishing paternity in accord-
ance with such part, the Secretary shall reduce
by not more than 5 percent the amount of the
grant that would (in the absence of this section)
be payable to the State under section 403 for the
immediately succeeding fiscal year.

"(6) FOR FAILURE TO TIMELY REPAY A FEDERAL
LOAN FUND FOR STATE WELFARE PROGRAMS. —If
the Secretaiy determines that a State has failed
to repay any amount borrowed from the Federal
Loan Fund for State Welfare Programs estab-
lished under section 403(d) within the period of
maturity applicable to such loan, plus any in-
terest owed on such loan, then the Secretary
shall reduce the amount of the grant otherwise
payable to the State under section 403 for the
immediately succeeding fiscal year quarter by
the outstanding loan amount, plus the interest
owed on such outstanding amount. The Sec-
retary may not forgive any outstanding loan
amount nor interest owed thereon.

'(1,) REQUIREME!'TFS. —
'(I) LIMITATION ON AMOUNT OF PENALTY. —
'(A) IN GENER4L.—In imposing the penalties

described in subsection (a), the Secretaiy shall
not reduce any quarterly payment to a State by
more than 25 percent.

"(B) CARRYFORWARD OF UNRECOVERED PEN-
ALTIES—To the extent that subparagraph (A)
prevents the Secretary from recovering during a
fiscal year the full amount of all penalties im-
posed on a State under subsection (a) for a prior
fiscal year. the Secretary shall apply any re-
maining amount of such penalties to the grant
otherwise payable to the State under section 403
for the immediately succeeding fiscal year.

'(2) STATE FUNDS TO REPLACE REDUCTIONS IN
GRAWT.—A State which has a penalty imposed
against it under subsection (a) shall expend ad-
ditional State funds in an amount equal to the
amount of the penalty for the purpose of pro vid-
ing assistance under the State program under
this part.

'(3) REASONABLE CAUSE FOR NONCOMPLI-
ANCE—The Secretary may not impose a penalty
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on a State under subsection (a) if the Secretary
determines that the State has reasonable cause
for failing to comply with a requirement for
which a penalty is imposed under such sub-
section.

(c) CERTIFICATION OF AMOUNT OF PEN-
AL TIES. —If the Secretary is required to reduce
the amount of any grant under this section. the
Secretary shall certify the amount of such re
duction to the Secretary of the Treasury and the
Secretary of the Treasury shall reduce the
amount paid to the State under section 403 by
such amount.

(d) EFFECTIVE DATES.—
(1) IN GENERAL—The penalties described in

para graphs (2) through (6) of subsection (a)
shall apply—

(A) with respect to periods beginning 6
months after the Secretary issues final rules
with respect to such penalties: or

(B) with respect to fiscal years beginning on
or after October 1. 1996:
whichever is later.

'(2) MISUSE OF FUNDS—The penalties de-
scribed in subsection (a)(.() shall apply with re-
spect to fiscal years beginning on or after Octo-
ben. 1995.
'SEC. 408. AUDITS.

'(a) IN GENERAL—Each State shall, not less
than annually, audit the State expenditures
from amounts received under this part. Such
audit shall—

"(1) determine the extent to which such ex-
penditures were or were not expended in accord-
ance with this part; and

"(2) be conducted by an approved entity (as
defined in subsection (b)) in accordance with
generally accepted auditing principles.

(b) APPROVED EiffITY.—For purposes of sub-
section (a). the term 'approved entity' means an
entity that—

'(1) is approved by the Secretary of the Treas-
ury.

(2) is approved by the chief executive officer
of the State.- and

'(3) is independent of any agency administer-
ing activities funded under this part.

(c) AUDIT REPORT—Not later than 30 days
following the completion of an audit under this
subsection, a State shall submit a copy of the
audit to the State legislature, the Secretary of
the Treasury, and the Secretary of Health and
Human Services.

'(d) ADDITIONAL ACCOUIVTING REQUIRE-
MENTS. —The provisions of chapter 75 of title 31,
United States Code, shall apply to the audit re-
quirements of this section.
SEC. 409. DATA COLLECTION AND REPORTING.

"(a) IN GENERAL—The Secretary. in consulta-
tion with State and local government officials
and other interested persons, shall develop a
quality assurance system of data collection and
reporting that promotes accountability and en-
sures the improvement and integrity of programs
funded under this part.

(b) STATE SUBMISSIONS.—
'(1) IN GENERAL—Not later than the 15th day

of the first month of each calendar quarter,
each State to which a grant is made under sec-
tion 410(h) shall submit to the Secretary the
data described in paragraphs (2) and (3) with
respect to families described in paragraph (4),

(2) DISAGGREGA TED DATA DESCRIBED—The
data described in this paragraph with respect to
families described in paragraph (4) is a sample
of monthly dis.a,ggregated case record data con-
taining the following:

'(A) The age of the adults and children (in-
cluding pregnant women) in each family.

'(B) The marital and familial status of each
member of the family (including whether the
family is a 2-parent family and whether a child
is living with an adult relative other than a par-
ent).

'(C) The gender, educational level, work ex-
perience, and race of the head of each family.

"(D) The health status of each member of the
family (including whether any member of the
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family is seriously ill. disabled, or incapacitated
and is being cared for by another member of the
family).

'(E) The type and amount of any benefit or
assistance received by the family, including—

'(i) the amount of and reason for any reduc-
tion in assistance, and

'(ii) f assistance is terminated, whether ter-
mination is due to employment, sanction or time
limit.

"(F) Any benefit or assistance received by a
member of the family with respect to housing,
food stamps. job training, or the Head Start pro-
gram.

"(C) The number of months since the family
filed the most recent application for assistance
under the program and if assistance was denied.
the reason for the denial.

"(1-f) The number of times a family has ap-
plied for and received assistance under the State
program and the number of months assistance
has been received each time assistance has been
provided to the family.

'(I) The employment status of the adults in
the family (including the number of hours
worked and the amount earned).

'(f) The date on which an adult in the family
began to engage in work, the number of hours
the adult engaged in work, the work activity in
which the adult participated. and the amount of
child care assistance provided to the adult (if
any),

"(K) The number of individuals in each fam-
ily receiving assistance and the number of indi-
viduals in each family not receiving assistance,
and the relationship of each individual to the
youngest child in the family,

'(L) The citizenship status of each member of
the family.

"(M) The housing arrangement of each mem-
ber of the family.

"(N) The amount of unearned income, child
support. assets, and other financial factors con-
sidered in determining eligibility for assistance
under the State program.

"(0) The location in the State of each family
receiving assistance.

'(P) Any other data that the Secretary deter-
mines is necessary to ensure efficient and effec-
tive program administration.

"(3) AGGREGATED MONTHLY DATA—The data
described in this paragraph is the following ag-
gregated monthly data with respect to the fami-
lies described in paragraph (4),'

'(A) The number of families.
"(B) The number of adults in each family.
"(C) The number of children in each family.
"(D) The number of families for which assist-

ance has been terminated because of employ-
ment. sanctions, or time limits.

"(4) FAMILIES DESCRIBED. — The families de-
scribed in this paragraph are—

'(A) families receiving assistance under a
State program funded under this part for each
month in the calendar quarter preceding the
calendar quarter in which the data is submitted:

'(B) families applying for such assistance
during such preceding calendar quarter: and

'(C) families that became ineligible to receive
such assistance during such preceding calendar
quarter.

"(5) APPROPRIATE SUBSETS OF DATA COL-
LECTED.—The Secretary shall determine appro-
priate subsets of the data described in para-
graphs (2) and (3) that a State is required to
submit under paragraph (1) with respect to fam-
ilies described in subparagraphs (B) and (C) of
paragraph (4).

'(6) SAMPLING AND OTHER METHODS. —The
Secretary shall provide the States with such
case sampling plans and data collection proce-
dures as the Secretary deems necessary to
produce statistically valid estimates of each
State's program performance. The Secretary is
authorized to develop and implement procedures
for verifying the quality of data submitted by
the States.

(c) REPORT ON USE OF FEDERAL FUNDS TO
COVER ADMINISTRATIVE CosTs AND OVER-
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HEAD. —The report required by subsection (a) for
a fiscal year shall include a statement of—

"(1) the total amount and percentage of the
Federal funds paid to the State under this part
for the fiscal year that are used to cover admin-
istrative costs or overhead: and

"(2) the total amount of State funds that are
used to cover such costs or overhead.

'(d) REPORT ON STATE EXPENDITURES ON PRO-
GRAMS FOR NEEDY FAMILIES—The report re-
quired by subsection (a) for a fiscal year shall
include a statement of the total amount ex-
pended by the State during the fiscal year on
the program under this part and the purposes
for which such amount was spent.

"(e) REPORT ON NONCUSTODIAL PARENTS PAR-
TICIPATING IN WORK ACTIVITIES—The report re-
quired by subsection (a) for a fiscal year shall
include the number of non custodial parents in
the State who participated in work activities
during the fiscal year.

"(1) REPORT ON CHILD SUPPORT COLLECTED.—
The report required by subsection (a) for a fiscal
year shall indude the total amount of child sup-
port collected by the State agency administering
the State program under part D on behalf of a
family receiving assistance under this' part.

"(g) REPORT ON CHILD CARE.—The report re-
quired by subsection (a) for a fiscal year shall
include the total amount expended by the State
for child care under the program under this
part, along with a description of the types of
child care provided, including child care pro-
vided in the case of a family that—

"(1) has ceased to receive assistance under
this part because of employment; or

"(2) is not receiving assistance under this part
but would be at risk of becoming eligible for
such assistance if child care was not provided.

'(h) REPORT ON TRANSITIONAL SERVICES.—
The report required by subsection (a) for a fiscal
year shall include the total amount expended by
the State for prvviding transitional services to a
family that has ceased to receive assistance
under this part because of employment, along
with a description of such services,

"(i) SECRETARY'S REPORT ON DATA PROCESS-
ING.—

'(l) IN GENERAL—Not later than 6 months
after the date of the enactment of the Work Op-
portunity Act of 1995. the Secretary shall pre-
pare and submit to the Congress a report on—

"(A) the status of the automated data process-
ing systems operated by the States to assist man-
agement in the administration of State programs
under this part (whether in effect before or after
October 1. 1995): and

"(B) what would be required to establish a
system capable of—

'(i) tracking participants in public programs
over time: and

"(ii) checking case records of the States to de-
termine whether individuals are participating in
public programs in 2 or more States,

"(2) PREFERRED CONTENJ.—The report re-
quired by paragraph (1) should include—

"(A) a plan for building on the automated
data processing systems of the States to estab-
lish a system with the capabilities described in
para,raph (l)(B): and

"(B) an estimate of the amount of time re-
quired to establish such a system and of the cost
of establishing such a system.

"(j) REPORT IV CONGRESS—Not later than 6
months after the end of fiscal year 1997, and
each fiscal year thereafter. the Secretary shall
transmit to the Congress a report describing—

"(1) whether the States are meeting—
"(A) the participation rates described in sec-

tion 404(a): arid
"(B) the objectives of—
'(i) increasing employment and earnings of

needy families, and child support collections;
and

'hi) decreasing out-of-wedlock pregnancies
and child poverty:

"'3) the demographic and financial character-
istics of families applying for assistance. fami-
lies receiving assistance, and families that be-
come ineligible to receive assistance:
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(4) the characteristics of each State program

funded tinder this part.' and
'(5) the trends in employment and earnings of

needy families with minor children.
SEC. 410. RESEARCH. EVALUATIONS. AND NA-

TIONAL STUDIES.

'(a) RESEARCH. — The Secretaiy shall conduct
research on the benefits, effects, and costs of op-
erating different State programs funded under
this part, including time limits relating to eligi-
bility for assistance. The research shall include
studies on the effects of different programs and
the operation of such programs on welfare de-
pendency. illegitimacy, teen pregnancy, employ-
ment rates, child well-being. and any other area
the Secretary deems appropriate.

'('b) DEVELOPMENT AND EVALUATION OF IN1VO-
VA TI yE APPROACHES TO REDUCING WELFARE DE-
PENDENCY AND INcREASING CHILD WELL-
BEING.--

"(I) IN GENERAL—The Secretaiy may assist
States in developing, and shall evaluate, inno-
vative approaches for reducing welfare depend-
ency and increasing the well-being of minor
children with respect to recipients of assistance
under programs funded under this part. The
Secretary may provide funds for training and
technical assistance to cariy Out the approaches
developed pursuant to this paragraph.

(2) EVALUATIONS—In performing the evalua-
tions under paragraph (I). the Secretary shall,
to the maximum extent feasible, use random as-
signment as an evaluation methodology.

'(c) DISSEMINATION OF INFORMATION. —The
Secretary shall develop innovative methods of
disseminating information on any research,
evaluations, and studies conducted under this
section. including the facilitation of ti-je sharing
of information and best practices among States
and localities through the use of computers and
other technologies.

"(d) ANNUAL RANKING OF STATES AND REVIEW
OF MOST AND LEAST SUCCESSFUL WORK PRO-
GRAMS. —

"(I) ANNUAL RANKING OF STATES—The Sec-
retaty shall rank annually the States to which
grants are paid under section 403 in the order of
their ;uccess in placing recipients of assistance
under the State program funded under this part
into long-term private sector jobs, reducing the
overall welfare caseload, and, when a prac-
ticable method for calculating this information
becomes available, diverting individuals from
formally applying to the State program and re-
ceiviIg assistance. In ranking States under this
subsection, the Secretary shall take into account
the average number of minor children in families
in the State that have incomes below the pov-
erty line and the amount of funding provided
each State for such families.

'() ANNUAL REVIEW OF MOST AND LEAST SUC-
CESSFUL WORK PROGRAMS—The Secretary shall
review the programs of the 3 States mast re-
cently ranked highest under paragraph (I) and
the 3 States most recently ranked lowest under
paragraph (I) that provide parents with work
experience, assistance in finding employment,
and other work preparation activities and sup-
port services to enable the families of such par-
ents to leave the program and become sell suffi-
cient.

fr) ANNUAL RANKING OF STATES AND REVIEW
OF ISSUES RELATING TO OUT-OF-ftDLOCK
BIRTHS. —

'0) AJVNUAL RANKING OF STATES.—
(A) IN GENERAL. —The Secretary shall annu-

ally rank States to which grants are paid under
section 403 based on the following ranking fac-
tors (developed with information reported by the
State under section 406(i).'

"(i) ABSOLUTE OUT-OF-WEDLOCK RATIOS. —The
ratio represented by—

"(7) the total number of out-of-wedlock births
in families receiving assistance under the State
program under this part in the State for the
most recent fiscal year for which information is
available: over
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"(II) the total number of births in families re-

ceiving assistance under the State program
under this part in the State for such year.

'(ii) NET CHANGES IN THE OUT-OF- WEDLOCK
RATIO—The difference between the ratio de-
scribed in subparagraph (A)(i) for the most re-
cent fiscal year for which information is avail-
able and such State's ratio determined for the
preceding year.

"(2) ANNUAL REVIEW—The Secretary shall re-
view the programs of the 5 States most recently
ranked highest under paragraph (I) and the 5
States most recently ranked the lowest under
paragraph (I).

"(1) STUDY ON ALTERNATIVE OUTCOMESMEAS-
URES. —

"(I) STUDY—The Secretary shall, in coopera-
tion with the States, study and analyze Out-
comes measures for evaluating the success of a
State in moving individuals out of the welfare
system through employment as an alternative to
the minimum participation rates described in
section 404. The study shall include a deter-
mination as to whether such alternative Out-
comes measures should be applied on a national
or a State-by-State basis and a preliminary as-
sessment of the job placement performance
bonus established under section 403(1).

'(2) RspOp,r.—Not later than September 30,
1998. the Secretary shall submit to the Commit-
tee on Finance of the Senate and the Committee
on Ways and Means of the House of Represent-
atives a report containing the findings of the
study described in paragraph (I),

"(g) STATE-INITIATED STUDIES—A State shall
be eh'gible to receive funding to evaluate the
States family assistance program funded under
this part if—

"(I) the State submits a proposal to the Sec-
retary for such evaluation,

"(2) the Secretary determines that the design
and approach of the evaluation is rigorous and
is likely to yield information that is credible and
will be useful to other States, and

"(3) unless otherwise waived by the Secretaiy.
the State provides a non-Federal share of at
least 10 percent of the cost of such study.

'(h) ADDITIONAL AMOUNT FOR STUDIES AND
DEMONSTRATIONS. —

"(I) IN GENERAL—There are authorized to be
appropriated and there are appropriated for
each fiscal year described in section 403(a) (I) an
additional $20,000,000 for the purpose of pay-
ing—

"(A) the Federal share of any State-initiated
study approved under subsection g,);

"(B) an amount determined by the Secretaiy
to be necessary to operate and evaluate dem-
onstration projects, relating to part A of title IV
of this Act, that are in effect or approved under
section 1115 as of October I. 1995, and are con-
tinued after such date,'

"(C) the cost of conducting the research de-
scribed in subsection (a),' and

"(D) the cost of developing and evaluating in-
novative approaches for reducing welfare de-
pendency and increasing the well-being of minor
children under subsection (b).

"(2) ALLOCATION—Of the amount appro-
priated under paragraph (I) for a fiscal year—

"(A) 50 percent shall be allocated for the pur-
poses described in subparagraphs (A) and (B) of
paragraph (I), and

"(B) 50 percent shall be allocated for the pur-
poses described in subparagraphs (C) and (D) of
paragraph (I).
'SEC. 411. STUDYBY THE CENSUS BUREAU.

"(a) IN GENERAL—The Bureau of the Census
shall expand the Survey of Income and Program
Participation as necessary to obtain such infor-
mation as will enable interested persons to
evaluate the impact of the amendments made by
the Work Opportunity Act of 1995 on a random
national sample of recipients of assistance
under State programs funded under this part
and (as appropriate) other low-income families,
and in doing so. shall pay particular attention
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to the issues of out-of-wedlock births, welfare
dependency, the beginning and end of welfare
spells. and the causes of repeat welfare spells.

'(b) APPROPPJATION.—Out of any money in
the Treasury of the United States not otherwise
appropriated, the Secretaiy of the Treasury
shall pay to the Bureau of the Census
$10, 000,000 for each of fiscal years 1996, 1997,
1998, 1999, and 2000 to carry out subsection (a).
5EC, 412. WAIVERS.

"(a) CONTINUATION OF WAIVERS.—
"(I) IN GENERAL-—Except as provided in para-

graph (2). if any waiver granted to a State
under section IllS or otherwise which relates to
the provision of assistance under a State plan
under this part is in effect or approved by the
Secretary as of October I, 1995, the amendments
made by subtitle D of title I and subtitles C. D,
E. F, and G of title VII of the Balanced Budget
Reconciliation Act of 1995 shall not apply with
respect to the State before the expiration (deter-
mined without regard to any extensions) of the
waiver to the extent such amendments are in-
consistent with the terms of the waiver.

"(2) FINANCING LIMITATION. —Notwithstanding
any other provision of law, beginning with fis-
cal year 1996. a State operating under a waiver
described in paragraph (I) shall receive the pay-
ment described for such State for such fiscal
year under section 403, in lieu of any other pay-
ment provided for in the, waiver.

(b) STATE OPTION TO TERMINA 7 WAIVER. —
'(I) IN GENERAL—A State may terminate a

waiver described in subsection (a) before the ex-
piration of the waiver.

"(2) REPORT. —A State which terminates a
waiver under paragraph (I) shall submit a re-
port to the Secretary summarizing the waiver
and any available information concerning the
result or effect of such waiver.

'(3) HOLD HARMLESS PROVISION. —
'(A) IN GENERAL—Notwithstanding any other

provision of law, a State that, not later than the
date described in subparagraph (B), submits a
wrtten request to terminate a waiver described
in subsection (a) shall be held harmless for ac-
crued cost neutrality liabilities incurred under
the terms and conditions ofsuch waiver.

"(B) DATE DESCRIBED—The datedescribed in
this subparagraph is the later of—

'(i) January I, 1996; or
"(ii) 90 days following the adjournment of the

first regular session of the State legislature that
begins after the date of the enactment of the
Work Opportunity Act of 1995.

(c) SECRETARIAl. ENCOURAGEMENT OF CUR-
RENT WAIV5RS. — The Secretaiy shall encourage
any State operating a waiver described in sub-
section (a) to con tinue such waiver and to
evaluate, using random sampling and other
characteristics of accepted scientific evalua-
tions, the result or effect of such waiver.

'(d) CONTINUA TION OF INDIVIDUAL WAIV-
ERS. —A State may elect to continue one or more
individual waivers described in subsection
(a)(l).
5EC. 413. STATE AND COUNTY DEMONSTRATION

PROGRAMS.
'(a) NO LIMITATION OF STATE DEMONSTRA-

TION PROJECTS.—Nothing in this part shall be
construed as limiting a State's ability to conduct
demonstration projects for the purpose of identi-
fying innovative or effective program designs in
I or more political subdivisions of the State: Pro-
vided, That such State contains more than one
county with a population of greater than
500.000.

'(b) COUNTY WELFARE DEMONSTRATION
PROJECT. —

"(I) IN GNEacAL,—The Secretary of Health
and Human Services and the Secretary of Agri-
culture shall jointly enter into negotiations with
all counties having a population greater than
500,000 desiring to conduct a demonstration
project described in paragraph (2) for the pur-
pose of establishing appropriate rules to govern
the establishment and operation of such project.
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(2) DEMONSTRATION PROJECT DESCPJBED.

The demonstration project described in this
paragraph shall pro vide that—

'(A) a county participating in the demonstra-
tion project shall have the authority and duty
to administer the operation of the program de-
scribed under this part as if the county were
considered a State for the purpose of this part;

(B) the State in which the county participat-
ing in the demonstration project is located shall
pass through directly to the county the portion
of the grant received by the State under section
403 which the State determines is attributable to
the residents of such county; and

• (C) the duration of the project shall be for 5
years.

• '(3) COMMENCEMENT OF PROJECT. —After the
con dusion of the negotiations described in paz-a-
graph (2), the Secretary of Health and Humar.i
Services and the Secretaiy of Agriculture may
authorize a county to conduct the demonstra-
tion project described in paragraph (2) in ac-
cordance with the rules established during the
negotiations.

'(4) REPORT—Not later then 6 months after
the termination of a demonstration project oper-
ated under this subsection, the Secretary of
Health and Human Services and the Secretary
of Agriculture shall submit to the Congress a re-
port that includes—

• (A) a description of the demonstration
project;

'(B) the rules negotiated with respect to the
project; and

'(C) the innovations (if any) that the county
was able to initiate under the project.

"(5) ELIGIBLE COUNTY—A county may par-
ticipate in a demonstration project under this
subsection if the county is—

'(A) a county that is already administering
the welfare program under this part;

'(B) represents less than 25 percent of the
State's total welfare caseload.
SEC. 414. DIRECT FUNDING AND A.DMINISTRA-

TIONBY INDIAN TRIBES.
'(a) PURPOSE—The purpose of this section

Is—
'0) to strengthen and enhance the control

and flexibility of local governments over local
programs; and

'(2) in recognition of the principles contained
in the Indian Self-Determination and Education
Assistance Act (25 U.S.C. 450 et seq.)—

'(A) to provide direct Federal funding to In-
dian tribes for the tribal administration of the
program funded under this part or

'(B) to enable Indian tribes to enter into
agreements. contracts, or compacts with inter-
tribal consortia, States, or other entities for the
administration of such program on behalf of the
Indian tribe.

'(b) GRANT AMOUNTS FOR INDIAN TRIBES. —
'0) IN GENERAL—For each of fiscal years

1996. 1997, 1998. 1999, and 2000, the Secretary
shall pay to each Indian tribe that has an ap-
proved tribal family assistance plan a tribal
family assistance grant for the fiscal year in an
amount equal to the amount determined under
paragraph (2).

"(2) AMOUNT DETERMINED. —
(A) IN GENERAL—The amount determined

under this paragraph is an amount equal to the
total amount of the Federal payments to a State
or States under section 403 for fiscal year 1994
(as in effect during such fiscal year) attrib-
utable to expenditures by the State or States
under part A and part F of this title (as so in
effect) in such year for Indian families residing
in the service area or areas identified by the In-
dian tribe in subsection (c) (1) (C).

(B) USE OF STATE SUBMITTED DA TA.—
'(i) IN GENERAL—The Secretary shall use

State submitted data to make each determina-
tion under subparagraph (A).

(ii) DISAGREEMENT WITH DETERMINATION. —If
an Indian tribe or tribal organization disagrees
with State submitted data described under
clause (i), the Indian tribe or tribal organization
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may submit to the Secretary such additional in-
formation as may be relevant to making the de-
termination under subparagraph (A) and the
Secretary may consider such information before
making such determination.

'(c) 3-YEAR TRiBAL FAMILY ASSISTANCE
PLAN.—

'(I) IN GENER4L.—Any Indian tribe that de-
sires to receive a tribal family assistance grant
shall submit to the Secretary a 3-year tribal
family assistance plan that—

'(A) outlines the Indian tribe's approach to
providing welfare-related services for the 3-year
period, consistent with the purposes of this sec-
tion;

'(B) specifies whether the welfare-related
services provided under the plan will be pro-
vided by the Indian tribe or through agree-
ments, contracts, or compacts with intertribal
consortia. States, or other entities;

"(C) identifies the population and service area
or areas to be served by such plan;

'(D) provides that a family receiving assist-
ance under the plan may not receive duplicative
assistance from other State or tribal programs
funded under this part;

'(E) identifies the employment opportunities
in or near the service area or areas of the In-
dian tribe and the manner in which the Indian
tribe will cooperate and participate in enhanc-
ing such opportunities for recipients of assist-
ance under the plan consistent with any appli-
cable State standards; and

"(F) applies the fiscal accountability provi-
sions of section 5(1)0) of the Indian Self-Deter-
mination and Education Assistance Act (25
U.S.C. 450c (1) (1)), relating to the submission of a
single-agency audit report required by chapter
75 of title 31, United States Code.

"(2) APPROVAL—The Secretary shall approve
each tribal family assistance plan submitted in
accordance with paragraph 0).

"(3) CONSORTIUM OF TRIBFS. —Nothing in this
seition shall preclude the development and sub-
mission of a single plan by the participating In-
dian tribes of an intertribal consortium.

"(d) MINIMUM WORJ< PARTICIPATION REQUIRE-
MENTS AND TIME LIMITS—The Secretary, with
the participation of Indian tribes, shall establish
for each Indian tribe receiving a grant under
this section minimum work participation re-
quirements, appropriate time limits for receipt of
welfare -rela ted services under such grant, and
penalties against individuals—

"(1) consistent with the purposes of this sec-
tion;

"(2) consistent with the economic conditions
and resources available to each tribe; and

"(3) similar to comparable provisions in sec-
tion 404(d).

"(e) EMERGENCY ASSISTANCE—Nothing in this
section shall preclude an Indian tribe from seek-
ing emergency assistance from any Federal loan
program or emergency fund.

(1) ACCOUNTABILITY—Nothing in this section
shall be construed to limit the ability of the See-
retaly to maintain program funding account-
ability consistent with—

'(1) generally accepted accounting principles;
and

'(2) the requirements of the Indian Self-Deter-
mination and Education Assistance Act (25
U.S.C. 450et seq.).

"(g) TRIBAL PENALTIES—FOr the purpose of
ensuring the proper use of tribal family assist-
ance grants, the following provisions shall
ipply to an Indian tribe with an approved tribal
assistance plan:

'0) The provisions of subsections (a)0).
(a)(6), and (b) of section 407, in the same man-
ner as such subsections apply to a State.

'(2) The provisions of section 407(a) (3), except
that such subsection shall be applied by sub-
sdtuting 'the minimum requirements established
under subsection (d) of section 414 for 'the min-
imum participation rates specified in section
404'.

(h) DATA COLLECTION AND REPORTING—For
the purpose of ensuring uniformity in data col-
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lection, section 409 shall apply to an Indian
tribe with an approved tribal family assistance
plan.

(1) SPECIAL RULE FOR INDIAN TRIBES IN
ALASKA. —

(1) IN GENERAL—Notwithstanding any other
provision of this section, and except as provided
in paragraph (2), an Indian tribe in the State of
Alaska that receives a tribal family assistance
grant under this section shall use such grant to
operate a program in accordance with the re-
quirements applicable to the program of the
State of Alaska funded under this part.

"(2) WAIVER—An Indian tribe described in
paragraph 0) may apply to the appropriate
State authority to receive a waiver of the re-
quirement of paragraph (1).
SEC. 415. ASSISTANT SECRETARY FOR FAMILY

SUPPORT.
'The programs under this part and part D of

this title shall be administered by an Assistant
Secretary for Family Support within the Depart-
ment of Health and Human Services, who shall
be appointed by the President. by and with the
advice and consent of the Senate and who shall
be in addition to any other Assistant Secretary
of Health and Human Services provided for by
law.
"SEC. 416. L!MITATION ON FEDERAL A (.ITHORJTY

The Secretary of Health and Human Services
and the Secretary of the Treasury may not regu-
late the conduct of States under this part or en-
force any provision of this part. except to the
extent expressly pro vided in this part.
'SEC. 417. AFPAL OF AD VERSE DECISION.

"(a) IN GENERAL—The Secretary shall notify
the chief executive officer of a State of any ad-
verse decision or action under this part, includ-
ing any decision with respect to the State's plan
or the imposition of a penalty under section 407.

'(b) ADMINISTRATIVE REVIEW OF ADVERSE DE-
CISION. —

'0) IN GENERAL—Within 60 days after the
date a State receives notice of an adverse deci-
sion under this section, the State may appeal
the decision. in whole or in part, to the Depart-
mental Appeals Board established in the De-
partinent of Health and Human Services (here-
after referred to in this section as the 'Board')
by filing an appeal with the Board.

"(2) PROCEDURAL RULES—The Board shall
consider a State's appeal on the basis of such
documentation as the State may submit and as
the Board may require to support the final deci-
sion of the Board. In deciding whether to up-
hold an adverse decision or any portion thereoI
the Board shali conduct a thorough review of
the issues and take into account all relevant
evidence. The Board shall make a final deter-
mination with respect to an appeal filed under
this paragraph not less than 60 days after the
date the appeal is filed.

'(c) JUDICIAL REVIEW OF ADVERSE DECI-
SION—

"(1) IN GENERAL—Within 90 days after the
date of a final decision by the Board with re-
spect to an adverse decision regarding a State
under this section. the State may obtain judicial
review of the final decision (and the findings in-
corporated into the final decision) by filing an
action in—

'(A) the district court of the United States for
the judicial district in which the principal or
headquarters office of the State agency is lo-
cated; or

"(B) the United States District Court for the
District of Columbia.

(2) PROCEDURAL RULES—The district court
in which an action is filed shall review the final
decision of the Board on the record established
in the administrative proceeding. in accordance
with the standards of review prescribed by sub-
paragraphs (A) through (E) of section 706(2) of
title 5, United States Code. The review shall be
on the basis of the documents and supporting
data submitted to the Board.
"SEC. 41 AMOUNTS FOR CHILD CARE.

"(a) CHILD CARE ALLOCATION.—



S 16262
(1) IN GENERAL—From the amount apprv-

pria ted under section 403(a) (4)(A) for a fiscal
year the Secretary shall set aside an amount
equal to the total amount of the Federal pay-
ments fc,r fiscal year 1994 to States under sec-
tion—

"(A) 402(g)(3)(A) of this Act (as such section
was in effect before October 1, 1995) for amounts
expended for child care pursuant to paragraph
(I) of such section;

"(B) 403(l)(I)(A) of this Act (as so in efftct)
for amoInts expended for child care pursuant to
section 402(g) (1)(A) of this Act (as so in effect),
in the case of a State with respect to which sec-
tion iioa of this Act applies. and

(C) 403(n) of this Act (as so in effect) for
child care services pursuant to section 402'i) of
this Ad (as so in effect).

(2) DISTRIBUTION. —From amounts set aside
for a fiscal year under paragraph (1), the Sec-
retary shall pay to a State an amount equal to
the total amounts of Federal payments for fiscal
year 19.94 to the State under section—

(A) 402)(3) (A) of this Act (as such section
was in effect before October 1, 1995) for amounts
expended for child care pursuant to paragraph
(1) of such section;

(B) 403(l)(l)(A) of this Act (as so in effect)
for amounts expended for child care pursuant to
section 402(g) (1,) (A) of this Act (as so in effect).
in the case of a State with respect to which sec-
tion 1108 of this Act applies; and

(C) 403(n) of this Act (as so in effect) for
child care services pursuant to section 402(i) of
this Act (as so in effect).

(3) USE OF FUNDS—Amounts received by a
State under paragraph (2) shall only be used to
provide child care assistance under this part

• '(4) FEDERAL PA YMEJVTS. —For puiposes of
paragiaphs (1) and (2). Federal payments for
fiscal year 1994 means such payments as re-
ported by the State on February 14. 1995.

'(b) ADDITIONAL APPROPRIATION. —
• '(I) IN GENERAL. —There are authorized to be

appropriated and there are appropriated.
$3. 000,000.000 to be distributed to the States dur-
ing the 5-fiscal year period beginning in fiscal
year f 996 for the provision of child care assist-
ance.

• (2) DISTRIBUTION. —
'(A) IN GENERAL—The Secretary shall use

amounts made available under paragraph (1) to
make grants to States. The total amount of
grants awarded to a State under this paragraph
shall be based on the formula used for determin-
ing the amount of Federal payments to the State
for fi:;cal year 1994 under section 403(n) (as such
section was in effect before October 1, 1995) for
child care services pursuant to section 402(i) (as
so in effect) as such amount relates to the total
amojnt of such Federal payments to all States
for such fiscal year.

"(B) FISCAL Y&4R 2QO.— With respect to the
last quarter of fiscal year 2000, if the Secretary
determines that any allotment to a State under
this subsection will not be used by such State
for carrying out the purpose for which th9 allot-
meni is available, the Secretaryshall make such
allotment available for carrying out such pur-
pose to I or more other States which apply for
such funds to the extent the Secretary deter-
mines that such other States will be able to use
such additional allotments for carrying out such
purpose. Such available allotments shall be re-
allocated to a State pursuant to section 402(i)
(as such section was in effect before October 1,
1995) by substituting 'the number of children re-
siding in all States applying for such funds' for
'the number of children residing in the United
Stases in the second preceding fiscal year'. Any
amount made available to a State from an ap-
propriation for a fiscal year in accordance with
the preceding sentence shall, for purposes of
this part, be regarded as part of such States
payment (as determined under this subsection)
for such year.

'(3) AMOUNT OF FUNDS—The Secretary shall
pay to each eligible State in a fiscal year an
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amount equal to the Federal medical assistance
percentage for such State for such fiscal year
(as defined in section 2122(c)) of so much of the
expenditures by the State for child care in such
year as exceed the State set-aside for such State
under subsection (a) for such year and the
amount of State expenditures in fiscal year 1994
that equal the non-Federal share for the pro-
grams described in subparagraphs (A). (B) and
(C) of subsection (a)(l).

"(4) BUDGET SCORING—Notwithstanding sec-
tion 257(b) (2) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985. the baseline
shall assume that no grant shall be made under
this subsection after fiscal year 2000.

'(c) ADMINISTRATIVE PROVISIONS. —
(1) STATE OPTION. —For purposes of section

402(a) (1) (B), a State may, at its option, not re-
quire a single parent with a child under the age
of 6 to participate in work for more than an av-
erage of 20 hours per week during a month and
may count such parent as being engaged in
work for a month for puiposes of section
404(c) (1) if such parent participates in work for
an average of 20 hourY per week during such
month.

'(2) RULE OF CONSTRUCTION. —Nothing in this
section shall be construed to provide an entitle-
ment to child care services to any child.
SEC. 419. ELIGIBILITY FOR CHILD CARE ASSIS7

ANCE.
Notwithstanding section 658T of the Child

Care and Development Block Grant Act of 1990.
the State agency specified in section 402(a)(7)
shall determine eligibility for child care assist-
ance provided under this part in accordance
with criteria determined by the State.
'SEC. 420. COLLECTION OF OVERPA YMENTS

FROM FEDERAL TAX REFUNDS.
'(a) IN GENERAL—Upon receiving notice from

the Secretary of Health and Human Services
that a State agency administering a plan ap-
proved under this part has notified the Sec-
retary that a named individual has been over-
paid under the State plan approved under this
part. the Secretary of the Treasury shall deter-
mine whether any amounts as refunds of Fed-
eral taxes paid are payable to such individual.
regardless of whether such individual filed a tax
return as a married or unmarried individual. If
the Secretary of the Treasury finds that any
such amount is payable, the Secretary shall
withhold from such refunds an amount equal to
the overpayment sought to be collected by the
State and pay such amount to the State agency.

'(b) REGULATIONS—The Secretary of the
Treasury shall issue regulations, after review by
the Secretary of Health and Human Services,
that pro vide—

'(1) that a State may only submit under sub-
section (a) requests for collection of overpay-
ments with respect to individuals—

'(A) who are no longer receiving assistance
under the State plan approved under this part,

"(B) with respect to whom the State has al-
ready taken appropriate action under State law
against the income or resources of the individ-
uals or families involved to collect the past-due
legally enforceable debt: and

'(C) to whom the State agency has given no-
tice of its intent to request withholding by the
Secretary of the Treasury from the income tax
refunds of such individuals;

(2) that the Secretary of the Treasury will
give a timely and appropriate notice to any
other person filing a joint return with the indi-
vidual whose refund is subject to withholding
under subsection (a): and

'(3) the procedures that the State and the
Secretary of the Treasury will follow in carrying
out this section which, to the maximum extent
feasibie and consistent with the specific provi-
sions of this section. will be the same as those is-
sued pursuant to section 464(b) applicable to
collection of past-due child support.'

(c) CONFORMING AMENDMENTS RELATING TO
COu,EcTION OF OVERPAYMENTS. —
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(1) Section 6402 of the Internal Revenue Code

of 1986 frelating to authority to make credits or
refunds) is amended—

(A) in subsection (a), by striking (c) and (d)'
and inserting "(c), (d), and (e)":

(B) by redesignating subsections (e) through
(i) as subsections (1) through (j'). respectively;
and

(C) by inserting after subsection (d) the fol-
lowing.'

(e) COLLECTION OF OVERPAYMENTS UNDER
TITLE IV-A OF THE SOCIAL SECURITY ACT—The
amount of any overpayment to be refunded to
the perYon making the overpayment shall be re-
duced (after reductions pursuant to subsections
(c) and (d), but before a credit against future li-
ability for an internal revenue tax) in accord-
ance with section 421 of the Social Security Act
(concerning recovery of overpayments to indi-
viduals under State plans approved under part
A of title IVof such Act).".

(2) Paragraph (10) of section 6103(1) of such
Code is amended—

(A) by striking '(c) or (d)" each place it ap-
pears and inserting "(c), (d), or (e) ' and

(B) by adding at the end of subparagraph (B)
the following new sentence: 'Any return infor-
mation disclosed with respect to section 6402(e)
shall only be disclosed to officers and employees
of the State agency requesting such iriforma-
tion.

(3) The matter preceding subparagraph (A) of
section 61 03(p) (4) of such Code is amended—

(A) by striking "(5). (10) and inserting 15)
and

(B) by striking "(9), or (12)" and inserting
"(9), (10). or (12)

(4) Section 552a(a)(8) (B)(iv)(III) of title 5,

United States Code. is amended by striking 'sec-
tion 464 or 1137 of the Social Security Act' and
inserting "section 421, 464. or 1137 of the Social
Security Act.
SEC. 7202. LIMITATIONS ON USE OF FUNDS FOR

CERTAIN PURPOSES.
No funds provided directly to institutions or

organizations to provide services and administer
programs described in section 7202(a)(2) and
programs established or modified under subtitle
D of title I of this Act, this subtitle, or subtitle
D, E. F, or G of this title shall be expended for
sectarian worship or instruction. This section
shall not apply to financial assistance provided
to or on behalf of beneficiaries of assistance in
the form of certificates, vouchers, or other forms
of disburyement, if such beneficiary may choose
where such assistance shall be redeemed.
SEC. 7203. CENSUS DATA ON GRANDPARENTS AS

PRIMARY CAREGIVERS FOR THEiR
GRANDCHILDREN.

(a) IN GENERAL—Not later than 90 days after
the date of the enactment of this Act, the Sec-
retary of Commerce (hereafter in this section re-
ferred to as the 'Secretary"). in carrying Out
the provisions of section 141 of title 13. United
States Code, shall expand the data collection ef-
forts of the Bureau of the Census (hereafter in
this section referred to as the "Bureau") to en-
able the Bureau to collect statistically signifi-
cant data, in connection with its decennial cen-
sus and its mid-decade census, concerning the
growing trend of grandparents who are the pri-
mary caregi verY for their grandchildren.

(b) EXPANDED CENSUS QUESTION—In carrying
Out the provisions of subsection (a). the Sec-
retary shall expand the Bureau's census ques-
tion that details households which include both
grandparents and their grandchildren. The ex-
panded question shall be formulated to distin-
guish between the following households:

(1) A household in which a grandparent tem-
porarily provides a home for a grandchild for a
period of weeks or months during periods of pa-
rental distress.

(2) A household in which a grandparent pro-
vides a home for a grandchild and serves as the
primary caregiver for the grandchild.
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SEC. 7204. STUDY OF EFFECT OF WELFARE RE-

FORM ON GRANDPARENTS AS PR!-
MARY CAREGIVERS.

(a) IN GENER4L,—The Secretary ofHealth and
Human Services (hereafter in this section re-
ferred to as the Secretary') shall conduct a
study evaluating the impact of amendments
made by subtitle D of title I of this Act, this sub-
title, and subtitles D. E, F, and C of this title on
grandparents who have assumed the responsibil-
ity of providing care to their grandchildren. In
such study. the Secretary shall identify barriers
to participation in public programs including in-
consistent policies, standards, and definitions
used by programs and agencies in the adminis-
trat ion of medicaid. assistance under a State
program funded under part A of title IV of the
Social Security Act, child support enforcement,
and foster care programs on grandparents who
have assumed the care-giving role for children
whose natural parents are unable to provide
care.

(b) REPORT—Not later than December 31.
1997. the Secretary shall submit a report setting
forth the findings of the study described in sub-
section (a) to the committee on Ways and
Means and the committee on Economic and
Educational Opportunities of the House of Rep-
resentatives and the committee on Finance, the
committee on Labor and Human Resources, and
the Special committee on Aging of the Senate.
The report shall include such recommendations
for administrative or legislative changes as the
Secretary considers appropriate.
SEC. 7205. DEVELOPMENT OF PROTOTYPE OF

COUNTERFEJT-RSIS rANT SOCiAL
SECURITY CARD REQUIRED.

(a) DEvELOPMENT.—
(1) IN GENEP4L, —The commiss4oner of Social

Security (hereafter in this section referred to as
the commissioner') shall in accordance with
the provisions of this section develop a proto-
type of a counterfeit-resistant social security
card. Such prototype card shall—

(A) be made of a durable, tamper-resistant
material such as plastic or polyester.

(B) employ technologies that provide security
features, such as magnetic stripes, holograms.
and integrated circuits, and

(C) be developed so as to provide individuals
with reliable proof of citizenship or legal resi-
dent alien status.

(2) ASSISTANCE BY AITORNEY GENERAL—The
Attorney General of the United States shall pro-
vide such information and assistance as the
Commissioner deems necessary to achieve the
purposes of this section.

(b) STUDY AND REPORT.—
(I) IN GENERAL—The Commissioner shall con-

duct a study and issue a report to congress
which examines different methods of improving
the social security card application process.

(2) ELEMENTS OF STUDY—The study shall in-
clude an evaluation of the cost and work load
implications of issuing a counterfeit-resistant
social security card for all individuals over a 3.
5, and 10 year period. The study shall also
evaluate the feasibility and cot implica dons of
imposing a user fee for replacement cards and
cards issued to individuals who apply for such
a card prior to the scheduled 3. 5. and 10 year
phase-in options.

(3) DISTRiBUTION OF REPORT. —Copies of the
report described in this subsection along with a
facsimile of the prototype card as described in
subsection (a) shall be submitted to the Commit-
tees on Ways and Means and Judiciary of the
House of Representatives and the Committees on
Finance and Judiciary of the Senate within 1
year of the date of the enactment of this Act.
SEC. 7206. MODIFICATIONS TO THE JOB OPPOR-

TUNITIES FOR CERTAIN LOW-IN-
COME INDIVIDUALS PROGRAM.

Section 505 of the Family Support Act of 1988
(42 U.S.C. 1315 note) is amended—

(1) in the heading, by striking nron
(2) by striking demonstration ' each place it

appears:
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(3) in subsection (a). by striking in each of

fiscal years' and all that follows through '10'
and inserting shall enter into agreements
with

(4) in subsection (b)(3), by striking 'aid to
families with dependent children under part A
of title IV of the Social Security Act and in-
serting assistance under the State program
funded under part A of title IV of the Social Se-
curity Act in the State in which the individual
resides";

(5) in subsection (c) —
(A) in paragraph (I) (C). by striking 'aid to

families with dependent children under part A
of title IV of the Social Security Act' and in-
serting assistance under the State program
funded under part A of title IV of the Social Se-
curity Act";

(B) in paragraph (2). by striking aid to fami-
lies with dependent children under title IV of
such Act' and inserting assistance under the
State program funded underpart A of title IVof
the Sodal Security Act";

(6) in subsection (d), by striking job opportu-
nities and basic skills training program (as pro-
vided for under tide IV of the Social Security
Act" and inserting 'the State program funded
under part A of tide IV of the Social Security
Act': and

(7) by striking subsections (e) through (g) and
inserting the following:

'(e) AUTYOPJZATION OF APPROPRIATIONS. —
For the purpose of conducting projects under
this section, there is authorized to be appro-
priated an amount not to exceed $25. 000.000 for
any fiscal year.
SEC 7207. DEMONSTRATION PROJECTS FOR

SCHOOL UTILIZATION.
(a) FINDIJVGS.—It is the goal of the United

States that children grow to be self-sufficient
citizens, that parents equip themselves to pro-
vide the best parental care and guidance to
their children, and that welfare dependency,
crime, and the deterioration of neighborhoods be
eliminated. It will contribute to these goals to
increase the level of parents' involvement in
their children s school and other activities, to
increase the amount of time parents spend with
or in close proximity to their children. to in-
crease the portion of the day and night when
children are in a safe and healthy environment
and not exposed to unfavorable influences. to
increase the opportunities for children to par-
ticipate in safe, healthy. and enjoyable extra-
curricular and organized developmental and
recreational activities, and to make more acces-
sible the opportunities for parents. especially
those dependent on public assistance, to in-
crease and enhance their parenting and living
skills. All of these contributions can be facili-
tated by establishing the neighborhood public
school as a focal point for such activities and by
extending the hours of the day in which its fa-
cilities are available for such activities.

(b) CRAvTg.—The Secretary of Education
(hereafter in this section referred to as the 'Sec-
retary") shall make demonstration grants as
provided in subsection (c) to States to enable
them to increase the number of hours during
each day when existing public school facilities
are available for use for the purposes set forth
in subsection (d).

(c) SELECTION OF STATES—The Secretary
shall make grants to not more than 5 States for
demonstration projects in accordance with this
section. Each State shall select the number and
location of schools based on the amount of
funds it deems necessary for a school properly to
achieve the goals of this program. The schools
selected must have a significant percentage of
students receiving benefits under part A of title
IV of the Social Security Act. No more than 2
percent of the grant to any State shall be used
for administrative expenses of any kind by any
entity (except that none of the activities set
forth in paragraphs (I) and (2) of subsection (d)
shall be considered an administrative activity
the expenses for which are limited by this sub-
section).
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(d) USE OF FUNDS—The grants made under

subsection (b), in order that school facilities can
be more fully utilized, shall be used to provide

funding for, among other things—
(1) extending the length of the school day. ex-

panding the scope of student programs offered
before and after pre-existing school hours, ena-
bling volunteers and parents or professionals
paid from other sources to teach, tutor, coach.

organize. advise, or monitor students before and
after pre-existing school hours, and providing
security, supplies, utilities, and janitorial serv-
ices before and after pre-existing school hours
for these programs,

(2) making the school facilities available for
community and neighborhood clubs, civic asso-
ciations and organizations. Boy and Girl Scouts

and similar organizations. adult education
classes, organized sports. parental education
classes, and other educational, recreational.
and social activities.

None of the funds provided under this section

can be used to supplant funds afready provided
to a school facility for services, equipment, per-
sonnel, or utilities nor can funds be used to pay
costs associated with operating school facilities
during hours tho,se facilities are already a vail-
able for student or community use,

(e) APPLICATIONS. —
(1) IN GENERAL—The Governor of each State

desiring to conduct a demonstration project
under this section shall prepare and submit to
the Secretary an application in such manner
and containing such information as the Sec-
retary may require.. The Secretary shall actively
encourage States to submit such applications.

(2) APPROVAL—The Secretary shall consider
all applications received from States desiring to
conduct demonstration projects under this sec-
tion and shall approve such applications in a
number of States to be determined by the Sec-
retary (not to exceed 5), taking into account the
overall funding levels available under this sec-
tion.

• (I) DURATION—A demonstration project under
this section shall be conducted for not more
than 4 years plus an additional time period of
up to 12 months for final evaluation and report-
ing. The Secretary may terminate a project if
the Secretary determines that the State con duct-
ing the project is not in substantial compliance
with the terms of the application approved by
the Secretary under this section,

(g) EVALUA TION PLAN.—
(1) STANDARDS. —Not later than 3 months after

the date of the enactment of this section, the
Secretary shall develop standards for evaluating
the effectiveness of each demonstration project
in contributing toward meeting the objectives set
forth in subsection (a). which shall include the
requirement that an independent expert entity
selected by the Secretary provide an evaluation
of all demonstration projects. which evaluations
shall be included in the appropriate State's an-
nual and final reports to the Secretary under
subsection (h)(l).

(2) SUBMISSION OF PLAN—Each State conduct-
ing a demonstration project under this section
shall submit an evaluation plan (meeting the
standards developed by the Secretary under
paragraph (1)) to the Secretary not later than 90
days after the State is notified of the Secretary's
approval for such project. A State shall not re-
ceive any Federal funds for the operation of the
demonstration project until the Secretary ap-
proves such evaluation plan.

(h) REPORTS.—
(1) STATE—A State that conducts a dem-

onstration project under this section shall pre-
pare and submit to the Secretary annual and
final reports in accordance with the State's
evaluation plan under subsection (gI(2) for such
demonstration project.

(2) SECRETARY—The Secretary shall prepare
and submit to the Congress annual reports con-
cerning each demonstration project under this
section.
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(1) AUTHORiZATIONS.—
(1) GRANTS—There are authorized to be ap-

propriated for grants under subsection (b) for
each of fiscal years 1996, 1997, 1998, 1999, ind
2000, $10,000,000.

(2) ADMINISTRATION.—There are authorized to
be appropriated $1, 000.000 for each of fiscal
years 1996, 1997, 1998, 1999, and 2000 for the ad-
ministration of this section by the Secretary, in-
cluding development of standards and evalua-
tion of all demonstration projects by an iride-
pendent expert entity under subsection (g)(l).
SEC. 7208. CORRECTIVE COMPLIANCE PLAN.

(a) I/v GENERAL. —
(I) NOTIFICATION OF VIOLA TION. —Not with-

standirg any other provision of law, the Federal
Government shall, prior to assessing a penalty
against a State under any program established
or modified under subtitle D of title I of this
Act, this subtitle, or subtitle D, E, F, or G of this
title, notify the State of the violation of law for
which such penalty would be assessed and allow
the State the opportunity to enter into a correc-
tive compliance plan in accordance with this
section which outlines how the State will correct
any vk'lations for which such penalty would be
assessed and how the State will insure continu-
ing compliance with the requirements of such
program.

(2) 6D-DA Y PERIOD TO PROPOSE A CORRECTIVE
COMPLIANCE PLAN—Any State notified under
paragraph (I) shall have 60 days in which to
submir to the Federal Government a corrective
compliance plan to correct any violations de-
scribed in such paragraph.

(3) ACCEPTANCE OF PLAN—The Federal Gov-
ernment shall have 60 days to accept or reject
the State's corrective compliance plan and may
consult with the State during this period to
modify the plan. If the Federal Governmene does
not accept or reject the corrective compliance
plan during the period, the corrective compli-
ance plan shall be deemed to be accepted.

(b) FAILURE TO COjECT.—If a corrective
compliance plan is accepted by the Federal Gov-
ernment. no penalty shall be imposed with re-
spect to a violation described in subsection (a) if
the State corrects the violation pursuant to the
plan. If a State has not corrected the violation
in a timely manner under the plan, some or all
of the penalty shall be assessed.
SEC. 7209. PARENTAL RESPONSIBILITY CON-

TRACTS.

(a) ASSESSMENT—Notwithstanding any other
provision of or amendment made by, this sub-
title. each State to which a grant is made under
section 403 of the Social Security Act shall pro-
vide that the State agency, through a case man-
ager, shall make an initial assessment of the
education level, parenting skills, and hisrory of
parenting activities and involvement of each
parent who is applying for financial assistance
under the State plan funded under part A of
title IV of the Social Security Act.

(b) PARENTAL RESPONSIBILITY CONTRA Cr5. —
On he basis of the assessment made under sub-
section (a) with respect to each parent appli-
cant, the case manager. in consultation with the
parnt applicant (hereafter in this subsection
referred to as the "client") and, if possible, the
client's spouse if one is present, shall develop a
parental responsibility contract for the client,
whith meets the following requirements:

(l) Sets forth the obligations of the client, in-
cluding all of the following the case manager
believes are within the ability and capacity of
the client, are not incompatible with the em-
ployment or school activities of the client, and
are not inconsistent with each other in the cli-
ent s case or with the well being of the client's
children:

(A) Attend school, if necessary, and maintain
cerrain grades and attendance.

(B,J Keep school-age children of the Client in
school.

(C) Immunize children of the client.
(D) Attend parenting and money management

classes.
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(E) Participate in parent and teacher associa-

tions and other activities intended to involve
parents in their children 's school activities and
in the affairs of their children 's school.

(F) Attend school activities with their children
where attendance or participation by both chil-
dren and parents is appropriate.

(G) Undergo appropriate substance abuse
treatment counseling.

(H) Any other appropriate activity, at the op-
tion of the State.

(2) Provides that the client shall accept any
bona fide offer of unsubsidized full-time employ-
ment, unless the dient has good cause for not
doing so.

(c) PENALTIES FOR NONCOMPLIANCE WITH PA -
RENTAL RESPONSIBILrfl' CONTRACT. —

(I) IN GENERAL—Except as provided in para-
graph (2), the folio wing penalties shall apply:

(A) PROGRESSIVE REDUCTIONS IN ASSISTANCE
FOR ISTAND 2ND ACTS OFNON-COMPLJANCE.----The
State plan described in section 402 of the Social
Security Act shall provide that the amount of
assistance otherwise payable under part A of
title IV of such Act to a family that includes a
client who, with respect to a parental respon-
sibility contract signed by the client, commits an
act of noncompliance without good cause, shall
be reduced by—

(1) 33 percent for the 1st such act of non-
compliance; or

(ii) 66 percent for the 2nd such act of non-
compliance.

(B) DENIAL OF ASSISTANCE FOR 3RD AND SUBSE-
QUENT ACTS OF NONCOMPLIANCE—The State
shall provide that in the case of the 3rd or sub-
sequent such act of noncompliance, the family
of which the client is a member shall not there-
after be eligible for assistance under this part.

(C) LENGTH OF PENALTIES. —The penalty for
an act of noncompliance shall not exceed the
greater of—

(i') in the case of—
(I) the 1st act of noncompliance, I month,
(II) the 2nd act of noncompliance, 3 months.

or
(III) the 3rd or subsequent act of noncompli-

ance, 6 months; or
(ii) the period ending with the cessation of

such act of non compliance.
(D) DENIAL OF ASSISTANCE TO ADULTS REFUS-

ING 70 ACCEPT A BONA FIDE OFFER OF EMPLOY-
MENT—The State plan shall provide that if an
unemployed individual who has attained 18
years of age refuses to accept a bona fide offer
of employment without good cause, such act of
noncompliance shall be considered a 3rd or sub-
sequent act of non compliance.

(2) STATE FLEXIBILITY—The State plan may
provide for different penalties than those speci-
fied in paragraph (I).
SEC. 7210. EXPENDI'T(JRS OF FEDERAL FUNDS IN

ACCORDANCE WITH LAWS AND PRO-
CEDURES APPLICABLE TO EXPENDI-
TURE OF STATE FUNDS.

(a) IN GENERAL—Notwithstanding any other
provision of law. any funds received by a State
under the provisions of law specified in sub-
section (b) shall be expended only in accordance
with the laws and procedures applicable to ex-
penditures of the State's own revenues, includ-
ing appropriation by the State legislature. con -
sistent with the terms and conditions required
under such provisions of law.

(b) PROviSIONS OF LAw—The provisions of
law specified in this subsection are the follow-
ing:

(I) Part A of title IV of the Social Security Act
frelating to block grants for temporary assist-
ance to needy families).

(2) The section of the Food Stamp Act of 1977
relating to the optional State food assistance
block grants.

(3) The Child Care and Development Block
Grant Act of 1990 (relating to block grants for
child care).
SEC. 7211. CONFORMING AMENDMENTS TO THE

SOCIAL SECURITYACT.
(a) AMENDMENTS TO TITLE II. —
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(I) Section 205 (c) (2) (C) (vi) (42 USC.

405(c) (2)(C) (vi)), as so redesignated by section
321 (a) (9) ('B) of the Social Security Independence
and Program Improvements Act of 1994. is
amended—

(A) by inserting "an agency administering a
program funded under part A of title IV or" be-
fore 'an agency operating"; and

(B) by striking 'A or D of title IV of this Act"
and inserting "D of such title

(2) Section 228(d)(l) (42 U.S. C. 428(d)(l)) is
amended by inserting "under a State program
funded under" before "part A of title IV".

(b) AMENDMENT TO PART B OF TITLE IV.—Sec-
tion 422(b) (2) (42 U.S.C. 622 (b) (2)) is amended by
striking "under the State plan approved" and
inserting under the State program funded.

(c) AMENDMENTS TO PART D OF TITLE IV.—
(I) Section 451 (42 U.S. C. 651) is amended by

striking "aid" and inserting 'assistance under
a State program funded".

(2) Section 452 (a) (1 0) (C) (42 U S.C.
652(a) (10) (C)) is amended—

(A) by striking "aid to families with depend-
ent children" and inserting "assistance under a
State program funded underpart A

(B) by striking "such aid" and inserting
"such assistance", and

(C) by striking '402(a)(26) or".
(3) Section 452 (a) (1 0) (F) (42 U.S.C.

652 (a) (1 0) (F)) is amended—
(A) by striking 'aid under a State plan ap-

proved' and inserting 'assistance under a State
program funded' and

(B) by striking "in accordance with the stand-
ards referred to in section 402(a) (26) (B) (ii)" and
inserting by the State

(4) Section 452(b) (42 U.S.C. 652(b)) is amended
in the first sentence by striking "aid under the
State plan approved under part A" and insert-
ing "assistance under a State program funded
underpart A

(5) Section 452 (d) (3) (B) (i) (42 U.S.C.
652(d) (3) (B) (i)) is amended by striking '1115(c)"
and inserting "1115(b)".

(6) Section 452 (g) (2) (A) (ii) (1) (42 U.S.C.
652(g) (2)(A) (ii) (I)) is amended by striking "aid is
being paid under the State 's plan approved
underpart A or E" and inserting "assistance is
being provided under the State program funded
under part A or aid is being paid under the
State's plan approved underpart E".

(7) Section 4$2(g) (2) (A) (42 U.S.C. 652 (g) (2) (A))
is amended in the matter following dause (iii)
by striking "aid was being paid under the
State's plan approved under part A or E" and
inserting "assistance was being provided under
the State program funded under part A or aid
was being paid under the State's plan approved
underpart E".

(8) Section 452(g)(2) (42 U.S.C. 652(g)(2)) is
amended in the matter following subparagraph
(B)—

(A) by striking "who is a dependent child"
and inserting "with respect to whom assistance
is being provided under the State program fund-
ed underpart A

(B) by inserting "by the State agency admin-
istering the State plan approved under this
part"aft er"found"; and

(C) by striking 'under section 402(a) (26)" and
inserting 'with the State in establishing pater-
nity".

(9) Section 452(h) (42 U.S.C. 652(h)) is amend-
ed by striking "under section 402 (a) (26)

(10) Section 453(c)(3) (42 U.S. C. 653(c)(3)) is
amended by striking 'aid" and inserting "as-
sistance under a State program funded".

(11) Section 454 (42 U.S. C. 654)) is amended—
(A) in paragraph (5)(A)—
(1) by striking 'under section 402(a) (26) ' and
(ii) by striking 'except that this paragraph

shall not apply to such payments for any month
following the first month in which the amount
collected is sufficient to make such family ineli-
gible for assistance under the State plan ap-
proved underpart A: ' and

(B) in paragraph (6)(D), by striking 'aid
under a State plan approved' and inserting
'assistance under a State program funded".
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(12) Section 456 (42 US. C. 656) is amended—
(A) in subsection (a)(l). by striking "under

section 402 (a) (26)"; and
(B) by striking subsection (b) and inserting

the following:
"(b) A debt which is a support obligation en•

forceable under this title is not released by a
discharge in bankruptcy under title 11, United
States Code,

(13) Section 466(a) (3) (B) (42 U.S. C.
666(a) (3)(B)) is amended by striking '402(a) (26)
or

(14) Section 466(b)(2) (42 USC. 666(b)(2)) is
amended by striking "aid and inserting as-
sistance under a State program funded'.

(15) Section 469(a) (42 U S.C. 669(a)) is amend-
ed—

(A) by striking aid under plans approVed'
and inserting "assistance under State programs
funded; and

(B) by striking 'such aid and inserting
'such assistance'

(d) AMENDMEJVTS To PART E OF TITLE lv. —
(1) Section 470 (42 US. C. 670) is amended—
(A) by striking 'would be' and inserting

'would have been '; and
(B) by inserting (as such plan was in effect

on June 1. 1995) ' after 'part A
(2) Section 471(17) (42 U.S.C. 671(17)) is

amended by striking 'plans approved under
parts A and D" and inserting program funded
under part A and plan approved under part D -.

(3) Section 472(a) (42 U.S.C. 672(a)) is amen d-
ed—

(A) in the matter preceding paragraph (1)—
(1) by striking "would meet and inserting

'would have met":
(ii) by inserting "(as such sections were in ef-

fect on June 1, 19951' after "407' and
(iii) by inserting (as so in effect) -, after

"406(aF;and
(B) in paragraph (4)—
(I) in subparagraph (A)—
(I) by inserting 'would have after - '(Al

and
(II) by inserting '(as in effect on June 1,

1995)' after 'section 402: and
(ii) in subparagraph (B)(ii'). by inserting '(as

in effect on June 1, 1995)' after '406(a).
(4) Section 472(h) (42 US. C. 672(h)) is amend-

ed to read as follows:
"(h)(l) For purposes of the medicaid program

under title XIX of this Act or any successor to
such program. any child with respect to whom
foster care maintenance payments are made
under this section shall be deemed to be a de-
pendent child as defined in section 406 (as in ef-
fect as of June 1. 1995) and shall be deemed to
be a recipient of aid to families with dependent
children under part A of this title (as so in ef-
fect). For purposes of title XX, any child with
respect to whom foster care maintenance pay-
ments are made under this section shall be
deemed to be a minor child in a needy family
under a State program funded under part A and
shall be deemed to be a recipient of assistance
under such part.

'(2) For pulposes of paragraph (1), a child
whose costs in a foster family home or child care
institution are covered by the foster care main -
tenance payments being made with respect to
the child's minor parent, as provided in section
475(4)(B), shall be considered a child with re-
spect to whom foster care maintenance pay-
ments are made under this section.

(5) Section 473(a)(2) (42 U.S.C. 673(a)(2)) is
amended—

(A) in subparagraph (A)(i)—
(i) by inserting '(as such sections were in ef-

fect on June 1, 1995) after 407
(ii) by inserting (as so in effect)" after spec-

ified in section 406(a)": and
(iii) by inserting (as such section was in ef-

fect on June!. 1995)'after '403";
(B) in subparagraph (B)(i)—
(i) by inserting would have' after "(B)(i)

and
(ii) by inserting '(as in effect on June 1.

1995) " after 'section 402": and
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(C) in subparagraph (B) (ii)(II), by inserting

"(as in effect on June 1. 1995)" after "406(a)".
(6) Section 473(b) (42 US. C- 673(b)) is amended

to road as follows:
'(b) (I) For purposes of the medicaid program

under title XIX of this Act or any successor to
such program, any child who is described in
paragraph (3) shall be deemed to be a dependent
child as defined in section 406 (as in effect as of
June 1, 1995) and shall be deemed to be a recipi-
ent of aid to families with dependent children
under part A of this title (as so in effect) in the
State where such child resides.

'(2) For purposes of title X any child who
is described in paragraph (3) shall be deemed to
be a minor child in a needy family under a State
program funded under part A and shall be
deemed to be a recipient of assistance under
such part.

'(3) A child described in this paragraph is
any child—

'(A)(i) who is a child described in subsection
(a)(2), and

'(ii) with respect to whom an adoption assist-
ance agreement is in effect under this section
(whether or nor adoption assistance payments
are provided under the agreement or are being
made under this section). induding any such
child who has been placed for adoption in ac-
cordance with applicable State and local law
(whether or not an interlocutory or other judi-
cial decree of adoption has been issued), or

"(B) with respect to whom foster care mainte-
nance payments are being made under section
472.

"(4) For purposes of paragraphs (1) and (2), a
child whose costs in a foster family home or
child-care institution are covered by the foster
care maintenance payments being made with re-
spect to the child's minor parent. as provided in
section 475(4)(B), shall be considered a child
with respect to whom foster care maintenance
payments are being made under section 472.

(e) AMENDMENT TO TITLE X.—Section
1002(a)(7) (42 USC. 1202(a)(7)) is amended by
striking 'aid to families with dependent chil-
dren under the State plan approved under sec-
tion 402 of this Act' and inserting 'assistance
under a State program funded under part A of
title IV".

(1) AMENDMENTS TO TITLE XI. —
(1) Section 1109 (42 U.S.C. 1309) is amended by

striking "or part A of title IV.
(2) Section 1115 (42 US-C. 1315) is amended—
(A) in subsection (a)(2)—
(1) by inserting '(A) ' after '(2)
(ii') by striking "403,
(iii) by striking the period at the end and in-

serting ", and"; and
(iv) by adding at the end the following new

subparagraph:
'(B) costs of such project which would not

othejwise be a permissible use of funds under
part A of title IV and which are not included as
part of the costs of projects under section 1110,
shall to the extent and for the period prescribed
by the Secretaiy. be regarded as a permissible
use of funds under such part, ": and

(B) in subsection (c)(3), by striking 'under the
program of aid to families with dependent chil-
dren 'and inserting 'part A of such title'.

(3) Section 1116 (42 U.S. C- 1316) is amended—
(A) in each of subsections (a)(1). (b). and (d).

by striking 'or part A of title IV, '; and
(B) in subsection (a)(3), by striking '404.
(4) Section 1118 (42 U.S.C. 1318) is amended—
(A) by striking "403(a),
(B) by striking "and part A of title IV. ": and
(C) by striking '. and shall, in the case of

American Samoa, mean 75 per centwn with re-
spect topartA oftitlelV'.

(5) Section 1119 (42 U.S.C. 1319) is amended—
(A) by striking 'orpart A of title IV": and
(B) by striking "403(a),".
(6) Section 1133(a) (42 U.S. C. 1320b-3(a)) l's

amended by striking or part A of title IV,
(7) Section 1136 (42 U.S.C. 1320b-6) is repealed.
(8) Section 1137 (42 U.S.C. 1320b-7) is amend-

ed-
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(A) in subsection (b), by striking paragraph

(1) and inserting the following:
"(1) any State program funded under part A

of title IV of this Act; "; and
(B) in subsection (d)(l)(B)—
(I) by striking 'In this subsection— and all

that follows through "(ii) in' and inserting 'In
this subsection, in'

(ii) by redesignating subclauses (I), (II). and
(III) as clauses (i), (ii), and (iii) and

(iii) by moving such redesignated material 2
ems to the left.

(9) Section 1108 (42 U.S.C. 1308) is amended—
(A) in subsection (a) —
(i) in the matter preceding paragraph (1)—
(I) by inserting "(or paid, in the case of part

A of title IV)" after 'certified'; and
(II) by striking "or, in the case of' and all

that follows through 'section 403(k)
(ii) in paragraph (1)—
(I) in subparagraph (F), by striking "or
(II) in subparagraph (CL by striking 'the fis-

cal year 1989 and each fiscal year thereafter:"
and inserting "each of the fiscal years 1989
through 1995, or': and

(III) by inserting after subparagraph (C). the
following new subparagraph:

"(H) $100,039,000 with respect to fiscal year
1996 and each fiscal year thereafter:

(iii) in paragraph (2)—
(I) in subparagraph (F), by striking 'or
(II) in subparagraph (C), by striking 'the fis-

cal year 1989 and each fiscal year thereafter;"
and inserting 'each of the fiscal years 1989
through 1995, or': and

(III) by inserting after subparagraph (C), the
following new subparagraph:

'(H) $3. 489,000 with respect to fiscal year 1996
and each fiscal year thereafter; and

(iv) in paragraph (3)—
(I) in subparagraph (F), by striking - 'or'
(II) in subparagraph (C). by striking "the fis-

cal year 1989 and each fiscal year thereafter.
and inserting 'each of the fiscal years 1989
through 1995, or" and

(III) by inserting after subparagraph (C). the
following new subparagraph:

"(H) $4. 593.000 with respect to fiscal year 1996
and each fiscal year thereafter. ': and

(B) in subsection (d). by striking "(exclusive
of any amounts' - and all that follows through
"section 403(k) applies)

(g) AMENDMEWT TO TITLE XI V—Section
1402(a)(7) (42 USC. 1352(a)(7)) is amended by
striking "aid to families with dependent chil-
dren under the State plan approved under sec-
tion 402 of this Act' and inserting "assistance
under a State program funded under part A of
title IV",

(h) AMENDMENT TO TITLE XVI AS IN EFFECT
WITH RESPECT TO THE TERRiTORIES. —Section
1602 (a) (11), as in effect without regard to the
amendment made by section 301 of the Social Se-
cunty Amendments of 1972 (42 U.S.C. 1382 note).
is amended by striking 'aid under the State
plan approved" and inserting "assistance under
a State program funded".

(i) AMENDMENT TO TITLE XVI AS IN EFFECT
WITH RESPECT TO THE STATES—Section
1611(c)(5)(A) (42 USC. 1382 (c) (5) (A)) is amend-
ed to read as follows: "(A) a State program
funded underpart A of title IV
SEC. 7212. CONFORMING AMENDMENTS TO THE

FOOD STAMP ACT OF 1977 AND RE-
LA TED PROVISIONS.

(a) Section 5 of the Food Stamp Act of 1977 (7
USC. 2014) is amended—

(1) in the second sentence of subsection (a), by
striking "plan approved" and all that follows
through - 'title IV of the Social Security Act'
and inserting 'program funded under part A of
title IV of the Social Security Act (42 U.S. C- 601
et seq.) that the Secretary determines complies
with standards established by the Secretary that
ensure that the standards under the State pro-
gram are comparable to or more restrictive than
those in effect on June 1, 1995

(2) in subsection (d)(5)—
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(A) by striking assistance to families with de-

pendent children and inserting assistance
under a State program funded; and

(B) by striking paragraph (13) and redesignat-
ing paragraphs (14), (15), and (16) as para-
graphs (13), (14). and (15), respectively:

(3) in subsection O) by striking 'plan p-
proved under part A of title IV of such Act (42
U.S.C. 601 et seq.)'• and inserting program
funded under part A of title IV of the Act (42
US. C. 601 et seq.) that the Secretary determines
compliei with standards established by the Sec-
retary that ensure that the standards under the
State program are comparable to or more restric-
tive than those in effect on June 1, 1995.

(b,) Section 6 of such Act ('7 U.S.C. 2015) is
amended—

(1) in subsection (c)(5), by striking the State
plan approved and inserting the State pro-
gram funded";

(2) in subsection (e)—
(A) by striking 'aid to families with depend-

ent children" and inserting benefits under a
State program funded "; and

(B) by inserting before the semicolon the fol-
lowing: 'that the Secretary determines complies
with standards established by the Secretary that
ensure that the standards under the State pro-
gram are comparable to or more restrictive than
those in effect on June 1. 1995'; and

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

(i) Notwithstanding any other provision of
this Act, a household may not receive benefIts
under this Act as a result of the household eli-
gibility under a State program funded under
part A of title IV of the Social Security Act (42
U S.C. 601 et seq.). unless the Secretary deter-
mines that any household with income above 130
percent of the poverty guidelines is not eligible
for the program.'

('c,) Section 16(g)('4, of such Act (7 USC.
2O25(g(4,)) is amended by striking 'State plans
under the Aid to Families with Dependent Chil-
dren Program under and inserting State pro-
grams funded under part A of.

(d) Section 17 of such Act (7 U.S.C. 2026) is
amended—

(1) in the first sentence of subsection (b)(/)(A),
by striking 'to aid to families with dependent
children under part A of title IV of the Social
Security Act and inserting 'or are receiving
assistance under a State program funded under
part A of tide IV of the Social Security Act (42
U.S.C. 601 et seq.)"; and

(2,) in subsection ('b)('3,), by adding at the end
the following new subparagraph:

(I) The Secretary may not grant a waiver
under this paragraph on or after October 1,
1995. Any reference in this paragraph to a pro-
vision of title IV of the Social Security Act shall
be deemed to be a reference to such provision as
in effect on September 30. 1995.'

(e) Section 20 of such Act (7 U.S.C. 2029) is
amended—

(1) in subsection (a,)(2,)('B,) by striking 'opera t-
ing—-" and all that follow5 through (ii) any
other and inserting "operating any': and

(2) in subsection (b)—
(A) in paragraph (1)—
(1) by striking "(b)(1) A household and in-

serting '(b) A household'; and
(ii) in subparagraph (B), by striking training

program and inserting activity;
(B) by striking paragraph (2); and
(C) by redesignating subparagraphs (A)

through (F) as paragraphs (1) through (6), re-
spectively.

(I) Section 5(h)(1) of the Agriculture and
Corsumer Protection Act of 1973 (Pub/ic Law
93-186; 7 U.S. C. 612c note) is amended by strik-
ing 'the program for aid to families with de-
pendent children and inserting "the State pro-
gram funded".

(g) Section 9 of the National School Lunch
Act (42 U.S.C. 1758) is amended—

(1) in subsection (b)—
(4) in paragraph (2) (C) (ii) (II)—
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(i) by striking program for aid to families

with dependent children and inserting "State
program funded and

(ii) by inserting before the period at the end
the following: that the Secretary determines
complies with standards established by the Sec-
retary that ensure that the standards under the
State program are comparable to or more restric-
tive than those in effect on June 1, 1995'; and

(B) in paragraph (6)—
(I) in subparagraph (A)(ii)—
(I) by striking an AFDC assistance unit

(under the aid to families with dependent chil-
dren program authorized" and inserting 'a
family (under the State program funded'; and

(II) by striking ', in a State' and all that fol-
lows through '9902(2)))' and inserting 'that
the Secretary determines complies with stand-
ards established by the Secretary that ensure
that the standards under the State program are
comparable to or more restrictive than those in
effect on June 1, 1995'; and

(ii) in subparagraph (B), by striking "aid to
families with dependent children" and inserting
assistance under the State program funded

under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) that the Secretary de-
termines complies with standards established by
the Secretary that ensure that the standards
under the State program are comparable to or
more restrictive than those in effect on June 1.
1995" and

(2) in subsection (d)(2)(C)—
(A) by striking 'program for aid to families

with dependent children' and inserting "State
program funded'; and

(B) by inserting before the period at the end
the following: 'that the Secretary determines
complies with standards established by the Sec-
retary that ensure that the standards under the
State program are comparable to or more restric-
tive than those in effect on June 1, 1995".

(h) Section 17 of the Child Nutrition Act of
1966 (42 U.S.C. 1786) is amended—

(1) in subsection (d) (2) (A) (ii) (II)—
(A) by striking 'program for aid to families

with dependent children established" and in-
serting 'State program funded' and

(B) by inserting before the semicolon the fol-
lowing: "that the Secretary determines complies
with standards established by the Secretary that
ensure that the standards under the State pro-
gram are comparable to or more restrictive than
those in effect on June 1, 1995":

(2) in subsection (e)(4)(A), by striking "pro-
gram for aid to families with dependent chil-
dren" and inserting "State program funded";
and

(3) in subsection (I) (1) (C) (iii), by striking aid
to families with dependent children, ' and in-
serting State program funded under part A of
title IV of the Social Security Act (42 U.S.C. 601
et seq.) and with the
SEC. 7213. CONFORMING AMENDMENTS TO

OTHER LA WS.
(a) Subsection (b) of section 508 of the Unem-

ployment Compensation Amendments of 1976
(Public Law 94-566; 90 Stat. 2689) is amended to
read as follows:

'(b) PROvISION FOR REIMBURSEMENT OF Ex-
PENSS. —For purposes of section 455 of the So-
cial Security Act, expenses incurred to reimburse
State employment offices for furnishing informa-
tion requested of such offices—

'(1) pursuant to the third sentence of section
3(a) of the Act entitled An Act to provide for
the establishment of a national employment sys-
tem and for cooperation with the States in the
promotion of such system, and for other pur-
poses', approved June 6. 1933 (29 U.S.C. 49b(a)),
or

'(2) by a State or local agency charged with
the duty of carrying a State plan for child sup-
port approved under part D of title IV of the So-
cial Security Act.
shall be considered to constitute expenses in-
curred in the administration of such State
plan.
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(b) Section 9121 of the Omnibus Budget Rec-

onciliation Act of 1987 (42 U S.C. 602 note) is re-
pealed.

(c) Section 9122 of the Omnibus Budget Rec-
onciliation Act of 1987 (42 U.S.C. 602 note) is re-
pealed.

(d) Section 221 of the Housing and Urban-
Rural Recovery Act of 1983 (42 U.S.C. 602 note),
relating to treatment under AFDC of certain
rental payments for federally assisted housing.
is repealed.

(e) Section 159 of the Tax Equity and Fiscal
Responsibility Act of 1982 (42 U.S.C. 602 note) is
repealed.

(I) Section 202(d) of the Social Security
Amendments of 1967 (81 Stat. 882; 42 U.S.C. 602
note) is repealed.

(g) Section 903 of the Stewart B. McKinney
Homeless Assistance Amendments Act of 1988 (42
U. S. C. 11381 note), relating to demonstration
projects to reduce number of AFDC families in
welfare hotels, is amended—

(1) in subsection (a), by striking aid to fami-
lies with dependent children under a State plan
approved" and inserting assistance under a
State program funded"; and

(2) in subsection (c), by striking 'aid to fami-
lies with dependent children in the State under
a State plan approved' and inserting 'assist-
ance in the State under a State program fund-
ed".

(h) The Higher Education Act of 1965 (20
U.S.C. 1001 et seq.) is amended—

(1) in section 404C(c)(3) (20 U.S.C. 1070a-
23(c)(3)), by striking '(Aid to Families with De-
pendent Children)"; and

(2) in section 480(b) (2) (20 U.S.C. 1087vv(b)(2)),
by striking aid to families with dependent chil-
dren under a State plan approved' and insert-
ing "assistance under a State program funded".

(i) The Carl D. Perkins Vocational and Ap-
plied Technology Education Act (20 U.S.C. 2301
et seq.) is amended—

(1) in section 231 (d) (3) (A) (ii) (20 U.S. C.
2341(d) (3)(A)(ii)), by striking the program for
aid to dependent children" and inserting 'the
State program funded";

(2) in section 232 (b) (2) (B) (20 U.S.C.
2341a(b) (2) (B)), by striking 'the program for aid
to families with dependent children' and insert-
ing "the State program funded; and

(3) in section 521(14) (B)(iii) (20 U.S.C.
2471 (14)(B)(iii)), by striking 'the program for
aid to families with dependent children' and in-
serting the State program funded.

(j) The Elementary and Secondary Education
Act of 1965 (20 U.S. C. 2701 et seq.) is amended—

(1) in section 1113(a)(5) (20 U.S.C. 6313(a) (5)),
by striking 'Aid to Families with Dependent
Children Program" and inserting 'State pro-
gram funded under part A of title IV of the So-
cial Security Act";

(2) in section 1124(c)(5) (20 U.S.C. 6333(c) (5)),
by striking 'the program of aid to families with
dependent children under a State plan approved
under" and inserting 'a State program funded
under part A of': and

(3) in section 5203 (b) (2) (20 U.S.C. 7233(b) (2))—
(A) in subparagraph (A)(xi), by striking 'Aid

to Families with Dependent Children benefits"
and inserting 'assistance under a State program
funded underpart A of title IV of the Social Se-
curity Act' and

(B) in subparagraph (B) (viii), by striking
'Aid to Families with Dependent Children' and

inserting assistance under the State program
funded under part A of title IV of the Social Se-
curity Act".

(k) Chapter VII of title I of Public Law 99-88
(25 U.S.C. 13d-l) is amended to read as follows:
"Provided further. That general assistance pay-
ments made by the Bureau of Indian Affairs
shall be made—

'(l) after April 29, 1985, and before October 1,
1995, on the basis of Aid to Families with De-
pendent Children (AFDC) standards of need;
and

on and after October 1, 1995, on the basis
of standards of need established under the State
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program funded under part A of title IV of the
Social Security Act.
except that where a State ratably reduces its
AFDC or State program payments, the Bureau
shall reduce general assistance payments in
such State by the same percentage as the State
has reduced the AFDC or State program pay
men t.

('V The Internal Revenue code of 1986 is
amended—

(1) in section 51(d) (9), by striking all that fol-
lows "agency as" and inserting 'being eligible
for financial assistance under part A of title IV
of the Social Security Act and as having contin-
ually received such financial assistance during
the 90-day period which immediately precedes
the date on which such individual is hired by
the employer.

(2) in section 3304(a) (16). by striking 'eligi-
bility for aid or services,' and all that follows
through 'children approved' and inserting
'eligibility for assistance, or the amount of such

assistance, under a State program funded",'
(3) in section 6103(1) (7)(D)(i), by striking "aid

to families with dependent children provided
under a State plan approved• and inserting a
State prcgrain funded'

(4) in section 6334(a) (II) (A), by striking (re-
lating to aid to families with dependent chil-
dren); and

(5) in section 7523 (b) (3) (C), by striking 'aid to
families with dependent children'• and inserting

assistance under a State program funded
under part A of title IV of the Social Security
Act".

(m) Section 3(b) of the Wagner-Peyser Act (29
U.S.C. 49b(b)) is amended by striking 'State
plan approved under part A of title IV" and in-
serting "State program funded under part A of
title IV".

(n) The Job Training Partnership Act (29
U.S.C. 1501 et seq.) is amended—

(I) in section 4(29)(A)(i) (29 U.S.C.
1503(29) (A) (i)), by striking '(42 U.S.C. 601 et
seq.)

(2) in section 106(b) (6) (C) (29 U.S.C.
1516(b) (6) (C)). by striking 'State aid to families
with dependent children records, and inserting
records collected under the State program

funded underpart A of title IV of the Social Se-
curity Act.

(3) in section 121 (b) (2) (29 U.S.C. 1531 (b) (2))—
(A) by striking 'the JOBS program" and in-

serting 'the work activities required under title
IV of the Social Security Act": and

(B) by striking the second sentence;
(4) in section 123(c) (29 U.S.C. 1533 (c))—
(A) in paragraph (1)(E). by repealing clause

(vi); and
(B) in paragraph (2)(D). by repealing clause

(v);
(5) in section 2034'b)(3) (29 U.S.C. 1603(b) (3)),

by striking '. including recipients under the
JOBS program'

(6) in subparagraphs (A) and (B) of section
204(a)(I) (29 U.S.C. 1604(a)(1) (A) and (B)), by
striking '(such as the JOBS program) each
place it appears;

(7) in section 205(a) (29 U.S.C. 1605(a)). by
striking paragraph (4) and inserting the follow-
ing:

"(4) the portions of title IV of the Social Secu-
rity Act relating to work activities;

(8) in section 253 (29 U.S.C. 1632)—
(A) in subsection (b)(2), by repealing subpara-

graph (C): and
(B) in paragraphs (1)(B) and (2)(B) of sub-

section (c), by striking the JOBS program or"
each place it appears,

(9) in section 264 (29 U.S. C. 1644)—
(A) in subparagraphs (A) and (B) of sub-

section (b) (1), by striking "(such as the JOBS
prcgram) "each place it appears; and

(B) in subparagraphs (A) and (B) of sub-
section (d)(3). by striking 'and the JOBS pro-
gram " each place it appeaf;

(10) in section 265(b) (29 U.S. C. 1645(b)), by
striking paragraph (6) and inserting the follow-
ing:

CONGRESSIONAL RECORD — SENATE
(6) the portion of title IV of the Social Secu-

rity Act relating to work activities;'
(II) in the second sentence of section 429(e) (29

U.S.C. 1699(e)). by striking 'and shall be in an
amount that does not exceed the maximum
amount that may be provided by the State pur-
suant to section 402(g) (1) (C) of the Social Secu-
rity Act (42 U.S. C. 602(g) (1) (C))

(12) in section 454(c) (29 U.S.C. 1734(c)), by
striking JOBS and

(13) in section 455(b) (29 U.S. C. 1735(b)), by
striking 'the JOBS program.

(14) in section 501(1) (29 U.S.C. 1791 (1)), by
striking "aid to families with dependent chil-
dren under part A of title IV of the Social Secu-
rity Act (42 U.S.C. 601 et seq.)" and inserting

assistance under the State program funded
under part A of title IV of the Social Security
Act'

(15) in section 506(1) (A) (29 U.S.C.
1791e(l) (A)). by striking aid to families with
dependent children" and inserting assistance
under the State program funded':

(16) in section 508 (a) (2) (A) (29 U.S.C.
1791g(a) (2) (A)). by striking aid to families with
dependent children" and inserting 'assistance
under the State program funded": and

(17) in section 701 (b) (2) (A) (29 U.S.C.
1792 (b) (2) (A))—

(A) in clause (v) by striking the semicolon
and inserting ': and": and

(B) by striking cIa use (vi).
(o) Section 3803 (c) (2) (C) (iv) of title 31, United

States Code. is amended to read as follows
• '(iv) assistance under a State prcgram funded

under part A of title IV of the Social Security
Act'.

(p) Section 2605(b) (2) (A) (i) of the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8624 (b) (2) (A) (i)) is amended to read as follows:

"(i) assistance under the State program fund-
ed under part A of title IV of the Social Security
Act,

(q) Section 303(13(2) of the Family Support Act
ol 1988 (42 U.S.C. 602 note) is amended—

(I) by striking '(A) and
(2) by striking subparagraphs (B) and (C).
(r) The Balanced Budget and Emergency Defi-

cit Control Act of 1985 (2 U.S.C. 900 et seq.)) is
amended—

(1) in section 255(h) (2 U.S.C. 905(h). by strik-
ing 'Aid to families with dependent children
(75-0412-0-1-609);" and inserting 'Block grants
to States for temporaly assistance for needy
families,"; and

(2) in section 256 (2 U.S.C. 906)—
(A) by striking subsection (k): and
(B) by redesignating subsection (I) as sub-

section (k).
(s) The Immigration and Nationality Act (8

U.S.C. 1101 et seq.) is amended—
(I) in section 210(13 (8 U.S.C. 1160(13), by strik-

ing 'aid under a State plan approved under
each place it appears and inserting "assistance
under a State program funded under

(2) in section 245A (h) (8 U.S. C. 1255a (h))—
(A) in paragraph (I) (A) (i). by striking 'pro-

gram of aid to families with dependent chil-
d.ren" and inserting 'State program of assist-
ance': and

(B) in paragraph (2)(B). by striking "aid to
families with dependent children" and inserting
ssistance under a State program funded

under part A of title IV of the Social Security
Act; and

(3) in section 412(e) (4) (8 U.S.C. 1522(e) (4)), by
striking State plan approved" and inserting
State program funded".
(t) Section 640(a) (4) (B) (I) of the Head Start

Act (42 U.S.C. 9835(a) (4) (B)(ij) is amended by
striking 'program of aid to families with de-
pendent children under a State plan approved'
and inserting State program of assistance
funded".

(u) Section 9 of the Act of April 19. 1950 (64
Stat. 47 chapter 92: 25 U.S.C. 639) is repealed.

(v) Subparagraph (E) of section 213(d)(6) of
the School-To-Work Opportunities Act of 1994
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(20 U.S.C. 6143(d) (6)) is amended to read as fol-
lows:

"(E) part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) relating to work ac-
tivities;
SEC. 7214. SECRETARIAL SUBMISSION OF LECIS-

LA TIVE PROPOSAL FOR TECHNICAL
AND CONFORMING AMENDMENTS.

Not later than 90 days after the date of the
enactment of this Act, the Secretary of Health
and Human Services, in consultation, as appro-
priate, with the heads of other Federal agencies.
shall submit to the appropriate committees of
Congress a legislative proposal providing for
such technical and conforming amendments in
the law as are required by the provisions of sub-
title D of title I of this Act, this subtitle. and
subtitles D, E, F, and G of this title.
SEC. 7215. EFFECTIVE DATE: TR4NSTFION RULE.

(a) IN GENERAL.—EXcept as otherwise pro-
vided in this subtitle, this subtitle and the
amendments made by this subtitle shall take ef-
fect on October 1, 1995.

(b) TRANSITION RULE.—

(1) STATE OPTION 70 CONTINUE AFDC PRO-
GRAM.—

(A) 9-MONTH EXTENSION. —A State may con-
tinue a State program under parts A and F of
title IV of the Social Security Act, as in effect
on September 30, 1995 (for purposes of this para-
graph. the 'State AFDC program") until June
30, 1996.

(B) REDUCTION OF FISCAL YEAR J99 GRANT. —
In the case of any State opting to continue the
State AFDC program pursuant to subparagraph
(A), the State family assistance grant paid to
such State under section 403(a) of the Social Se-
curity Act (as added by section 7201 and as in
effect on and after October 1, 1995) for fiscal
year 1996 (after the termination of the State
AFDC program) shall be reduced by an amount
equal to the total Federal payment to such State
under section 403 of the Social Security Act (as
in effect on September 30. 1995) for such fiscal
year.

(2) CLAIMS. ACTIONS, AND PROCEEDINGS. —The
amendments made by this subtitle shall not
apply with respect to—

(A) powers. duties, functions, rights, claims,
penalties, or obligations applicable to aid, as-
sistance, or services provided before the effective
date of this subtitle under the provisions amend-
ed; and

(B) administrative actions and proceedings
commenced before such date. or authorized be-
fore such date to be commenced, under such pro-
visions.

(3) CLOSING OUT ACCOUNT FOR THOSE PRO-
GRAMS TERMINA TED OR SUBSTANTIALLY MODIFIED
BY THIS SUBTITLE. —In closing out accounts,
Federal and State officials may use scientif-
ically acceptable statistical sampling techniques.
Claims made under programs which are repealed
or substantially amended in this subtitle and
which involve State expenditures in cases where
assistance or services were provided during a
prior fiscal year. shall be treated as expendi-
tures during fiscal year 1995 for purposes of re-
imbursement even if payment was made by a
State on or after October 1, 1995. States shall
complete the filing of all claims no later than
September 30, 1997. Federal department heads
shall—

(A) use the single audit procedure to review
and resolve any claims in connection with the
close out of programs, and

(B) reimburse States for any payments made
for assistance or services provided during a prior
fiscal year from funds for fiscal year 1995. rath-
er than the funds authorized by this subtitle.

(c) SUNSET—The amendment made by section
7201(b) shall be effective only during the 5-year
period beginning on October 1, 1995.
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Subtitle D—Supplemental Security Income
CHAPTER 1—ELIGIBILrTYRESTPJCTIONS

SEC. 7251. DENIAL OF SUPPLEMENTAL SECURJ7'Y
INCOME BENEFITS BY REASON OF
DISABILITY TO DRUG ADDICTS AND
ALCOHOLICS.

(a) IN GENERAL—Section 1614(a) (3) (42 U.S.C.
l382c'a)(3,),) is amended by adding at the end the
following:

'(I) Notwithstanding subparagraph (A), an
individual shall not be considered to be disabled
for purposes of this title if alcoholism or drug
addiction would (but for this subparagraph) be
a contributing factor material to the Comniis-
sioners determination that the individual is ths-
abled.

'b,) REPRESENTATIVE PA YEE REQUIREMENTS.—
(1,) Section 1631 (a,) (2) (A) (i i7 ('II,) (42 U.S.C.

1383(a) (2) (A)(ii,) (1W is amended to read as fol-
lows:

(II) in the case of an individual eligible for
benefits under this title by reason of disability.
if such individual also has an alcoholism or
drug addiction condition (as determined by the
Commiscioner of Social Security), the payment
of such benefits to a representative payee shall
be deemed to serve the interest of the individual.
In any case in which such payment is so deemed
under this subclause to serve the interest of an
individual, the Commissioner shall include, in
the individual's notification of such eligibilhy. a
notice that such alcoholism or drug addiction
condition accompanies the disability upon
which such eligibility is based and that the
Commissioner is therefore required to pay the
individual's benefits to a representative payee.

(2) Section 1631 (a) (2) (B) (vii) (42 US. C.
1383(a) (2) (B) (vii)) is amended by striking 'eligi-
ble for benefits' and all that follows through
is disabled' and inserting 'described in sub-

paragraph (A) (ii) (II)".
(3) Section 1631 (a) (2) (B) (ix) (117 (42 U.S.C.

1383(a) (2) (B) (ix) (II)) is amended by striking all
that follows '15 years, or" and inserting 'de-
scribed in subparagraph (A)(ii)(II)

(4) Section 1631 (a) (2) (D) (i) (117 (42 USC.
1383(a)(2) (D) (i) (II)) is amended by striking 'eli-
gible for benefits' and all that follows through

'is digabled" and inserting 'described in sub-
paragraph (A) (ii) (II)

(c) 7c TMF4YT SER VICES FOR INDIVIDUALS
wrn-i A SUBSTANCE ABUSE CONDITION.—

(1) ZN GENERAL—Title XVI (42 U.S.C. 1381 et
seq.) amended by adding at the end the fol-
lowing new section:

'TREATMENT SERVICES FOR INDIVIDUALS WiTH A
SUBSTANCE ABUSE CONDITION

"SEC. 1636. (a) In the case of any individual
eligible for benefits under this title by reason of
disability who is identified as having a sub-
stance abuse condition, the Commissioner of So-
cial Security shall make provision for referral of
such individual to the appropriate State agency
administering the State plan for substance
abuse treatment services approved under sub-
part II of part B of title XIX of the Public
Health Service Act (42 U.S.C. 300x-21 et seq.).

'(b) No individual described in subsection (a)
shall be an eligible individual or eligible spouse
for purposes of this title if such individual re-
fuses without good cause to accept the r'ferred
services described under subsection (a).

(2,) CONFORMING AMENDMENT. —Section
1614(à,)(4,) (42 U.S. C. 1382c(a)(4)) is amended by
inserting after the second sentence the foliowing
new sentence: For purposes of the preceding
sentence, any individual identified by the Com-
missioner as having a substance abuse condition
shall seek and complete appropriate treatment
as needed.

'd? CONFORMING AMENDMENTS. —
(1,) Section 1611'e,) (42 U.S.C. 1382(e)) is

amended by striking paragraph (3).
(2) Section 1634 (42 U.S.C. 138k,) is amended

by srriking subsection (e).
(3) Section 201(c)(1) of the Social Security

Independence and Program Improvements Act of
1994 (42 U.S.C. 425 note) is amended—
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(A) by striking and all that follows

through '(A) ' the 1st place it appears;
(B) by striking and the 3rd place it ap-

pears;
(C) by striking subparagraph (B);
(D) by striking either subparagraph (A) or

subparagraph (B) ' and inserting the preceding
sentence and

(E) by striking subparagraph (A) or (B)"
and inserting the preceding sentence".

(e) SUPPLEMENTAL FUNDING FOR ALCOHOLAND
SUBSTANCE ABUSE TREA TMENT PROGRAMS. —

(1) IN GENERAL—Out of any money in the
Treasury not otherwise appropriated, there are
hereby appropriated to supplement State and
Tribal programs funded under section 1933 of
the Public Health Service Act (42 U.S.C. 300x-
33), $50,000,000 for each of the fiscal years 1997
and 1998.

(2) ADDITIONAL FUNDS—Amounts appro-
priated under paragraph (1) shall be in addition
to any funds otherwise appropriated for allot-
ments under section 1933 of the Public Health
Service Act (42 U.S. C. 300x-.33) and shall be allo-
cated pursuant to such section 1933.

(3) USE OF FUNDS. —A State or Tribal govern-
ment receiving an allotment under this sub-
section shall consider as priorities, for purposes
of expending funds allotted under this sub-
section, activities relating to the treatment of
the abuse of alcohol and other drugs.
SEC. 7252. DENIAL OF SSI BENEFITS FOR 10

YEARS TO INDIVIDUAlS FOUND TO
HAVE FRAUDULENTLY MISREPRE-
SENTED RESIDENCE IN ORDER TO
OBTAIN BENEFITS SIMULTA-
NEOUSLYIN 2 OR MORE STATES.

Section 1614(a) (42 U.S. C. 1382c(a)) is amended
by adding at the end the following new para-
graph:

'(5) An individual shall not be considered an
eligible individual for purposes of this title dur-
ing the 10-year period beginning on the date the
individual is convicted in Federal or State court
of having made a fraudulent statement or rep-
resentation with respect to the place of resi-
dence of the individual in order to receive assist-
ance simultaneously from 2 or more States under
programs that are funded under part A of title
IV. title XXI, or the Food Stamp Act of 1977, or
benefits in 2 or more States under the supple-
mental security income program under title
XVI.
SEC. 7253. DENIAL OF SSI BENEFITS FOR FUGI-

TIVE FELONS AND PROBATION AND
PAROLE VIOLA TORS.

(a) IN GENERAL—SectiOn 1611(e) (42 U.S.C.
1382(e)), as amended by section 7251(c)(1), is
amended by inserting after paragraph (2) the
following new paragraph:

(3) A person shall not be an eligible individ-
ual or eligible spouse for purposes of this title
with respect to any month if during such month
the person is—

(A) fleeing to avoid prosecution, or custody
or confinement after conviction, under the laws
of the place from which the person flees, for a
crime, or an attempt to commit a crime, which is
a felony under the laws of the place from which
the person flees, or which, in the case of the
State of New Jersey. is a high misdemeanor
under the laws of such State; or

'(B) violating a condition of probation or pa-
role imposed under Federal or State law.

(b) EXCHANGE OF INFORMATION WITH LAW EN-
FORCEMENT AGENCIES—Section 1631(e) (42
U.S.C. 1383(e)) is amended by inserting after
paragraph (3) the following new paragraph:

(4) Notwithstanding any other provision of
law, the Commissioner shall furnish any Fed-
eral, State, or local law enforcement officer,
upon the request of the officer, with the current
address, Social Security number, and photo-
graph (if applicable) of any recipient of benefits
under this title, if the officer furnishes the agen-
cy with the name of the recipient and notifies
the agency that—

'(A) the recipient—
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"(i) is fleeing to avoid prosecution, or custody

or confinement after conviction, under the Ia wc
of the place from which the person flees, for a
crime, or an attempt to commit a crime, which is
a felony under the laws of the place from which
the person flees, or which, in the case of the
State of New Jersey. is a high misdemeanor
under the laws of such State;

'(ii) is violating a condition of probation or
parole imposed under Federal or State law; or

(iii) has information that is necessary for the
officer to conduct the officer's official duties;
and

"(B) the location or apprehension of the re-
cipient is within the officer's official duties.
SEC. 7254. EFFECTIVE DATES; APPLICATION TO

CURRENT RECIPIENTS.
(a) SECTION 7251.—
(1) IN GENERAL—Except as provided in para-

graphs (2) and (3), the amendments made by
section 7251 shall apply to applicants for bene-
fits for months beginning on or after the date of
the enactment of this Act, without regard to
whether regulations have been issued to imple-
ment such amendments.

(2) APPLICATION 7V CURRENT RECIPIENTS. —
(A) APPLICATION AND NOTICE—Not withstand-

ing any other pro vision of law. in the case of an
individual who is receiving supplemental secu-
rity income benefits under title XVI of the So-
cial Security Act as of the date of the enactment
of this Act and whose eligibility for such bene-
fits would temlinate by reason of the amend-
ments made by section 7251. such amendments
shall apply with respect to the benefits of such
individual, including such individual's treat-
ment (if any) provided pursuant to such title as
in effect on the day before the date of such en-
actment, for months beginning on or after Jan u-
ary 1, 1997, and the Commissioner of Social Se-
curity shall so notify the individual not later
than 90 days after the date of the enactment of
this Act.

(B) REAPPLICATION. —
(i) IN GENERAL—Not later than 120 days after

the date of the enactment of this Act, each indi-
vidual notified pursuant to subparagraph (A)
who desires to reapply for benefits under title
XVI of the Social Security Act, as amended by
this title, shall reapply to the Commissioner of
Social Security.

(ii) DETERMINATION OF ELIGIBIUTY—Not later
than 1 year after the date of the enactment of
this Act. the Commissioner of Social Security
shall determine the eligibility of each individual
who reapplies for benefits under clause (i) pur-
suant to the procedures of such title.

(3) ADDITIONAL APPLICATION OF PA YEE REP-
R.ESENTATIVE REQUIREMENTS—The amendments
made by section 7251(b) shall also apply—

(A) in the case of any individual who is re-
ceiving supplemental security income benefits
under title XVI of the Social Security Act as of
the date of the enactment of this Act, on and
after the date of such individuals first continu-
ing disability review occurring after such date
of enactmenL and

(B) in the case of any individual who receives
supplemental security income benefits under
title XVI of the Social Security Act and has at-
tained age 65. in such manner as determined ap-
propriate by the Commissioner of Social Secu-
rity.

(b) OTHER AMENDMENTS—The amendments
made by sections 7252 and 7253 shall take effect
on the date of the enactment of this Act.

CHAPTER 2—BENEFITS FOR DISABLED
CHILDREN

SEC. 7261. DEFINITION AND ELIGIBILITY RULES.
(a) DEFINITION OF CHILDHOOD DISABILITY. —

Section 1614(a) (3) (42 U.S.C. 1382c(a)(3)). as
amended by section 7251(a), is amended—

(1) in subparagraph (A), by striking 'An indi-
vidual" and inserting Except as provided in
subparagraph (C). an individual";

(2) in subparagraph (A), by striking '(or. in
the case of an individual under the age of 18. if
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he suffers from any medically determinable
physical or mental impairment of comparable se-
verity)'

(3) by redesignating subparagraphs (C)
through (I) as subparagraphs (D) through (J).
respectively:

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

'(C) An individual under the age of 18 shall
be considered disabled for the purposes of this
title if that individual has a medically deter-
minable physical or mental impairment. which
results in marked and severe functional limita'
tions, and which can be expected to result in
death or which has lasted or can be expected to
last for a continuous period of not less than 12
months. ':and

(5) in subparagraph (F). as redesignated by
paragraph (3). by striking "(D)" and inserting

(b) CHANGES TO CHIUHOOD 551 REGULA
TIONS. —

(I) MODIFICATION TO MEDICAL CRITERIA FOR
EVALUATION OF MENTAL AND EMOTIONAL DIS-
ORDERS. — The Commissioner of Social Security
shall modify sections 112.OOC.2. and
112.02B.2.c. (2) of appendix I to subpart P of part
404 of title 20. Code of Federal Regulations, to
eliminate references to maladaptive behavior in
the domain ofpersonaMehavorial function.

(2) DISCONTINUANCE OF INDIViDUALIZED FUNC-
TIONAL ASSESSMENT. —The Commissioner of So-
cial Security shall discontinue the individual-
ized functional assessment for children set forth
in sections 416. 924d and 416.924e of title 20, Code
of Federal Regulations.

(c) EFFECTIVE DATE: REGULATIONS; APPLICA -
TION TO CURRENT RECIPIEN7S. —

(I) IN GENERAL—The amendments made by
subsections (a) and (b) shall apply to applicants
for benefits for months beginning on or after the
date of the enactment of this Act, without re-
gard to whether regulations have been issued to
implement such amendments.

(2) REGULATIONS.—The Commissioner of So-
cial Security shall issue such regulations as the
Commissioner determines to be necessary to im-
plement the amendments made by subsections
(a) and (b) not later than 60 days after the date
of the enactment of this Act.

(3) APPLICATION TO CURRENT RECIPIEArrS.—
(A) ELIGIBILITY DETERMINATIONS. —Not later

than 1 year after the date of the enactment of
this Act, the Commissioner of Social Security
shall redetermine the eligibility of any individ-
ual under age 18 who is receiving supplemental
security income benefits based on a disability
under title XVI of the Social Security Act as of
the date of the enactment of this Act and whose
eligibility for such benefits may terminate by
reason of the amendments made by subsection
(a) or (4). With respect to any redetermination
under this subparagraph—

(i) section 1614(a)(4) of the Social Security Act
(42 U.S. C. 1382c(a)(4)) shall not apply:

(ii) the Commissioner of Social Security shall
apply the eligibility criteria for new applicants
for benefits under title XVI of such Act;

(iii) the Commissioner shall give such redeter-
mination priority over all continuing eligibility
reviews and other revie under such tide: and

(iv) such redetermination shall be counted as
a review or redetermination otherwise required
to be made under section 208 of the Social Secu-
rity Independence and Program Improvements
Act of 1994 or any other provision of title XVI
of the Social Security Act.

(B) GRANDFA THER PROVISI ON.— The amend-
ments made by subsections (a) and (b), and the
redetermination under subparagraph (A), shall
only apply with respect to the benefits of an in-
dividual described in subparagraph (A) for
months beginning on or after January 1, 1997.

(C) NOTICE.—NOt later than 90 days after the
date of the enactment of this Act, the Commis-
sioner of Social Security shall notify an individ-
ual described in subparagraph (A) of the provi-
sions of this paragraph.
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SEC. 7262. ELIGIBILITY REDETERMINATIONS AND

CONTINUING DISABILITY REVIEWS.
(a) CONTINUING DIMaILITY REVIEWS RELAT-

ING TO CERTAIN CHILDREN. —Section
1614(a)(3)(H) (42 US. C. 1382c(a)(3)(H)). as re-

designated by section 7261 (a) (3). is amended—
(1) by inserting '(i) " after "(H) ':and
(2) by adding at the end the following new

clause:
"(ii)(I) Not less frequently than once every 3

years, the Commissioner shall review in accord-
ance with paragraph (4) the continued eligi-
bility for benefits under this title of each indi-
vidual who has not attained 18 years of age and
is eligible for such benefits by reason of an im-
painvent (or combination of impairments) which
may improve (or, which is unlikely to improve,
at the option of the Commissioner).

"(II) A parent or guardian of a recipient
whose case is reviewed under this clause shall
present, at the time of review, evidence dem-
onstrating that the recipient is, and has been,
receiving treatment, to the extent considered
medically necessary and available, of the condi-
tion which was the basis for providing benefits
under this title.

(b) DIS,taILIn' ELIGIBILITY
REDEThRMINATIONS REQUIRED FOR SSI RECIPI-
EWTS WHO A TrAIN 18 YEARS OF AGE. —

(I) IN GENERAL—Section 1614(a) (3) (H) (42

U.S.C. l382c(a) (3) (H)). as amended by sub-
section (a), is amended by adding at the end the
following new clause:

'(iii) If an individual is eligible for benefits
under this title by reason of disability for the
month preceding the month in which the indi-
vidual attains the age of 18 years. the Commis-
sioner shall redetermine such eligibility—

"(I) during the I-year period beginning on the
individual's 18th birthday; and

"(II) by applying the criteria used in deter-
mining the initial eligibility for applicants who
have attained the age of 18 years.
With respect to a redetermination under this
clause, paragraph (4) shall not apply and such
redetermination shall be considered a substitute
for a review or redetermination otherwise re-
quired under any other provision of this sub-
paragraph during that 1-year period.

(2) CONFORMING REPEAL. —Section 207 of the
Social Security Independence and Program Im-
pro vements Act of 1994 (42 U.S.C. 1382 note: 108
Stat. 1516) is hereby repealed.

(c) CONTINUING DISABILITY REVIEW REQUIRED
FOR Low BIRTH WEIGHT BABIES—Section
1614(a) (3) (H) (42 U.S.C. 1382c(a)(3)(H)), as
amended by subsections (a) and (b), is amended
by adding at the end the following new clause:

(iv)(I) Not later than 12 months after the
birth of an individual, the Commissioner shall
review in accordance with paragraph (4) the
continuing eligibility for benefits under this title
by reason of disability ofsuch individual whose
low birth weight is a contributing factor mate-
rial to the Commissioner's determination that
the individual is disabled.

'(II) A review under subcla use (I) shall be
considered a substitute for a review otherwise
required under any other provision of this sub-
paragraph during that 12-month period.

"(III) A parent or guardian of a recipient
whose case is reviewed under this clause shall
present. at the time of review, evidence dem-
onstrating that the recipient is, and has been,
receiving treatment, to the extent considered
medically necessary and available, of the condi-
tion which was the basis for providing benefits
under this title.

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to benefits for months
beginning on or after the date of the enactment
of this Act, without regard to whether regula-
tions have been issued to implement such
amendments.
SEC. 7263. ADDITIONAL ACCOLhVTABILITY RE-

QUIREMENTS.
(a) TIGHTENING OF REPRESENTATIVE PA YEE

REQUIREMENTS. —
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(1) CiJi'IFICATION OF ROLE—Section

1631(a)(2)(B)(ii) (42 U.S.C. 1383(a)(2)(B)(ii)) is
amended by striking "and" at the end of
subcla use (II), by striking the period at the end
of subclause (IV) and inserting "; and", and by
adding after subclause (IV) the following new
subcla use:

"CV) advise such person through the notice of
award of benefits. and at such other times as
the Commissioner of Social Security deems ap-
propriate. of specific examples of appropriate ex-
penditures of benefits under this title and the
proper role of a representative payee.

(2) DOCUMENTATION OF EXPENDITURES RE-
QUIRED. —

(A) IN GENERAL.—Subparagraph (C)(i) of sec-
tion 1631(a) (2) (42 US. C. 1383(a) (2)) is amended

to read as follows:
'(C)(i) In any case where payment is made to

a representative payee of an individual or
spouse. the Commissioner of Social Security
shall—

'(I) require such representative payee to doc-
umen t expenditures and keep contemporaneous
records of transactions made using such pay-
ment; and

'(II) implement statistically valid procedures
for reviewing a sample of such contemporaneous
records in order to identify instances in which
such representative payee is not properly using
such payment.
(B) CONFORMING AMENDMENT W177-f RESPECT

TO PARENT PAYEES.—Clause (ii) of section
1631 (a)(2) (C) (42 U.S.C. 1383(a) (2)(C)) is amend-
ed by striking 'Clause (I)" and inserting
"Subclauses (II) and (III) of clause (I)

(3) EFFECTIVE DATE—The amendments made
by this subsection shall apply to benefits paid
after the date of the enactment of this Act.

(b) DEDICATED SAVINGS ACCOUNTS. —
(1) IN GENERAL—Section 1631 (a) (2) (B) (42

USC. 1383(a)(2)(B)) is amended by adding at
the end the following new clause:

(xiv) Notwithstanding clause (x), the Com-
missioner of Social Security may. at the request
of the representative payee. pay any lump sum
payment for the benefit of a child into a dedi-
cated savings account that could only be used to
purchase for such child—

'11) education andjob skills training;
'(II) special equipment or housing modifica-

tions or both specifically related to, and re-
quired by the nature of the child's disability;
and

'(III) appropriate therapy and rehabilita-
tion.

(2) DISREGARD OF TRUST FUNDS—Section
1613(a) (42 USC. 1382b) is amen ded—

(A) by striking 'and" at the end ofparagraph
(9),

(B) by striking the period at the end of para-
graph 00) the first place it appears and insert-
ing a semicolon,

(C) by redesignating paragraph (10) the sec-
ond place it appears as paragraph 01) and
striking the period at the end of such paragraph
and inserting and", and

(D) by inserting after paragraph (11), as so re-
designated, the following new paragraph:

"(12) all amounts deposited in. or interest
credited to, a dedicated savings account de-
scribed in section 1631(a) (2)(B) (xiv).

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply to payments made
after the date of the enactment of this Act.
CHAPTER 3—STUDIES REGARDING SUP-

PLEMENTAL SECURITY INCOME PRO-
GRAM

SEC. 7271. ANNUAL REPORT ON THE SUPPLE-
MEWTAL SECURITY INCOME PRO-
GRAM.

Title XVI is amended by adding at the end the
following new section:
SEC. 1636. ANNUAL REPORT ON PROGRAM.

"(a) DESCRJPTION OF RE.POjr.—Not later than
May 30 of each year, the Commissioner of Social
Security shall prepare and deliver a report an -
nually to the President and the Congress re-
garding the program under this title, includ-
ing—
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'(1) a comprehensive description of the pro-

gram:
'(2) historical and current data on allowances

and de,,ials, including number of applications
and allowance rates at initial determinations.
reconsiderations. administrative lawjudge hear-
ings, council of appeals hearings, and Federal
court appeal hearings;

'(3) historical and current data on character-
istics of recipients and program costs, by recipi-
ent group (aged. blind, work disabled adults.
and children).'

('4) projections of future number of recipients
and program costs, through at least 25 years;

'(5) number of redeterminations and continu-
ing disability reviews. and the outcomes of such
redeterninations and reviews;

(6) data on the utilization of work incen-
tives:

(7) detailed information on administrative
and other piogram operation costs:

(8) summaries of relevant research under-
taken by the Social Security Administration, or
by other researchers:

(9) State supplementation program oper-
ations.'

'(10) a historical summary of statutory
changes to this title: and

(11) such other information as the Coinmis-
sioner deems useful.

(b) VIEWS OF MEMBERS OF THE SocL4L SECU-
RITY ADVISORY c'Ou?icIL.—Each member of the
Social Security Advisory Council shall be per-
mitted to provide an individual report. or a joint
report if agreed, of views of the program under
this title, to be included in the annual report
under this section.
SEC. 7272. IMPROVEMENTS TO DISABILITY EVAL-

UA TION.

(a) REQUEST FOR COMMENTS.—
(1) IN GENERAL—Not later than 60 days after

the date of the enactment of this Act, the Com-
missioner of Social Security shall issue a request
for comments in the Federal Register regarding
improvements to the disability evaluatioi2 and
determination procedures for individuals under
age 18 to ensure the comprehensive assessment
of such individuals, including—

(A) additions to conditions which should be
presEimptively disabling at birth or ages 0
through 3 years:

(B) specific changes in individual listings in
the Listing of Impairments set forth in appendix
I of subpart P of part 404 of title 20. Code of
Federal Regulations:

(C) improvements in regulations regarding de-
terminations based on regulations providing for
medical and functional equivalence to such
Listing of Impairments, and consideration of
multiple impairments: and

(Di any other changes to the disability deter-
mination procedures.

(2) REVIEW AND REGULATORY ACTION—The
Commissioner of Social Security shall promptly
review such comments and issue any regulations
implementing any necessary changes not later
than 18 months after the date of the enactment
of this Act.
SEC. 7273. STUDY OF DISABILITY DETERMINA-

TION PROCESS.
(a) IN GENERAL—Not later than 90 days after

the date of the enactment of this Act, and from
funds otherwise appropriated, the Commissioner
of Social Security shall make arrangemerdts with
the National Academy of Sciences, or other
independent entity, to conduct a study of the
disability determination process under 'itles II
and XVI of the Social Security Act. This study
shall be undertaken in consultation with profes-
sioiials representing appropriate disciplines.

(b,) STUDY COMPONENTh.—The study described
in subsection (a) shall include—

(1) an initial phase examining the appro-
priateness of; and making recommendations re-
garding—

(A) the definitions of disability in effect on
the date of the enactment of this Act and the
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advantages and disadvantages of alternative
definitions: and

(B) the operation of the disability determina-
tion process. including the appropriate method
of performing comprehensive assessments of in-
dividuals under age 18 with physical and mental
impairments;

(2) a second phase. which may be concurrent
with the initial phase. examining the validity.
reliability, and consistency with current sci-
entific knowledge of the standards and individ-
ual listings in the Listing of Impairments set
forth in appendix I of subpart P of part 404 of
title 20, Code of Federal Regulations. and of re-
lated evaluation procedures as promulgated by
the Commissioner of Social Security,' and

(3) such other issues as the applicable entity
considers appropriate.

(c) REPORTS AND REGULATIONS.—
(I) REPORTS—The Commissioner of Social Se-

curity shall request the applicable entity. to
submit an interim report and a final report of
the findings and recommendations resulting
from the study described in this section to the
President and the Congress not later than 18
months and 24 months, respectively, from the
date of the contract for such study. and such
additional reports as the Commissioner deems
appropriate after consultation with the applica-
ble entity.

(2) REGULATIONS—The Commissioner of So-
cial Security shall review both the interim and
final reports, and shall issue regulations imple-
menting any necessary changes following each
report.
SEC. 7274. STUDY BY GFJVERAL ACCOUNTING OF.

FICE.
Not later than January 1, 1998. the Comptrol-

ler General of the United States shall study and
report on the impact of the amendments made
by. and the provisions of: this title on the sup-
plemental security income program under title
XVI of the Social Security Act.

CHAPTER 4—NATIONAL COMMISSION ON
THE FUTURE OF DISABILITY

SEC. 7281. ESTABLISHMENT.
There is established a commission to be known

as the National Commission on the Future of
Disability (referred to in this subtitle as the
'Commission '2. the expenses of which shall be

paid from funds otherwise appropriated for the
Social Security Administration.
SEC. 7282. DUTIES OF THE COMMISSION

(a) IN GENERAL—The Commission shall de-
velop and carry Out a comprehensive study of
all matters related to the nature, purpose. and
adequacy of all Federal programs serving indi-
viduals with disabilities. In particular, the Com-
mission shall study the disability insurance pro-
gram under title II of the Social Security Act
and the supplemental security income program
under title XVI of such Act.

(b) MATTERS STUDIED—The Commission shall
prepare an inventory of Federal programs se,-v-
ing individuals with disabilities. and shall ex-
amine—

(I) trends and projections regarding the size
and characteristics of the population of individ-
uals with disabilities, and the implications of
such analyses for program planning.'

(2) the feasibility and design of performance
standards for the Nation's disability programs;

(3) the adequacy of Federal efforts in rehabili-
tation research and training, and opportunities
to improve the lives of individuals with disabil-
ities through all manners of scientific and engi-
neering research; and

(4) the adequacy of policy research available
to the Federal Government. and what actions
might be undertaken to improve the quality and
scope of such research.

(c) RECOMMENDATIONS. — The Commission
shall submit to the appropriate committees of
the Congress and to the President recommenda-
tions and, as appropriate. proposals for legisla-
tion. regarding—

(I) which (if any) Federal disability programs
should be eliminated or augmented:
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(2) what new Federal disability programs (if

any) should be established,'
(3) the suitability of the organization and lo-

cation of disability programs within the Federal
Government,'

(4) other actions the Federal Government
should take to prevent disabilities and dis-
advantages associated with disabilities,' and

(5) such other matters as the Commission con-
siders appropriate.
SEC. 7283. MEMBERSHIP.

(a) NUMBER AND APPOINTMENT. —
(I) IN GENERAL—The Commission shall be

composed of 15 members, of whom—
(A) five shall be appointed by the President,

of whom not more than 3 shall be of the same
major political party:

(B) three shall be appointed by the Majority
Leader of the Senate;

(C) two shall be appointed by the Minority
Leader of the Senate:

(D) three shall be appointed by the Speaker of
the House of Representatives; and

(E) two shall be appointed by the Minority
Leader of the House of Representatives.

(2) REPRESEJVTA TION.—The Commission mem-
bers shall be chosen based on their education.
training, or experience. In appointing individ-
uals as members of the Commission. the Presi-
dent and the Majority and Minority Leaders of
the Senate and the Speaker and Minority Lead-
er of the House of Representatives shall seek to
ensure that the membership of the Commission
reflects the diversity of individuals with disabil-
ities in the United States.

(b) COMPTROLLER GENERAL. —The Comptroller
General shall serve on the Commission as an ex
officio member of the Com.mission to advise and
oversee the methodology and approach of the
study of the Commission.

(c) PROHIBITION AGAINST OFFICER OR EM-
PLO YEE. —No officer or employee of any govern-
ment shall be appointed under subsection (a).

(d) DEADLINE FOR APPOINTMENT,' TERM OF AP-
POINTMENT. —Members of the Commission shall
be appointed not later than 60 days after the
date of the enactment of this Act. The members
shall serve on the Conimission for the life of the
Commission.

(e) MEETINGS. —The Commission shall locate
its headquarters in the District of Columbia.
and shall meet at the call of the Chairperson,
but not less than 4 times each year during the
life of the Commission.

(I) QUORUM—Ten members of the Commission
shall constitute a quorum. but a lesser number
may hold hearings.

(g) CHAIRPERSON AND VICE CHAIRPERSON. —
Not later than 15 days after the members of the
Commission are appointed, such members shall
designate a Chairperson and Vice Chairperson
from among the members of the Commission,

(h) COvrINUA TION OF MEMBERSHIP. —If a
member of the Com.mission becomes an officer or
employee of any government after appointment
to the Commission. the individual may continue
as a member until a successor member is ap-
pointed.

(I) VACANCIES—A vacancy on the Commission
shall be filled in the manner in which the origi-
nal appointment was made not later than 30
days after the Commission is given notice of the
vacancy.

(I) COMPENSATION. —Members of the Commis-
sion shall receive no additional pay. allowances.
or benefits by reason of their service on the
Commission.

(k) TRAVEL EXPENSES. —Each member of the
Commission shall receive travel expenses. in-
cluding per diem in lieu of subsistence. in ac-
cordance with sections 5702 and 5703 of title 5,
United States Code.
SEC. 7284. STAFF AND SUPPORT SEE VICES.

(a) DIRECTOR. —
(I) APPOINTMEWF.—Upon consultation with

the members of the Commission. the Chairperson
shall appoint a Director of the Commission.
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(2) COMPENSA TION. — The Director shall be

paid the rate of basic pay for level V of the Ex-
ecutive Schedule.

(b) STAFF. — With the approval of the Commis-
sion, the Director may appoint such personnel
as the Director considers appropriate.

(c) APPLICABILITY OF CIVIL SERVICE LA WS.
The staff of the Commission shall be appointed
without regard to the provisions of title 5, Unie-
ed States Code, governing appointments in the
competitive service, and shall be paid without
regard to the provisions of chapter 51 and sub-
chapter III of chapter 53 of such title relating to
classification and General Schedule pay rates.

(d) EXPERTS AND CONSULTA!rTS.—With the ap-
proval of the Commission, the Director may pro-
cure temporary and intermittent services under
section 3109(b) of title 5, United States Code.

(e) STAFF OF FEDERAL AGENCIES—Upon the
request of the Commission, the head of any Fed-
eral agency may detail, on a reimbursable basis,
any of the personnel of such agency to the Com-
mission to assist in carrying Out the duties of
the Commission under this subtitle.

(I) OTHER RESOURCES—The Commission shall
have reasonable access to materials, resources,
statistical data, and other information from the
Library of Congress and agencies and elected
representatives of the executive and legislative
branches of the Federal Government. The Chair-
person of the Commission shall make requests
for such access in writing when necessary.

(g) PHYSICAL FACILITIES. — The Administrator
of the General Services Administration shall lo-
cate suitable office space for the operation of
the Commission. The facilities shall serve as the
headquarters of the Commission and shall in-
clude all necessary equipment and incidentals
required for proper functioning of the Commis-
sion.
SEC. 7285. POWERS OF COMMISSION

(a) HE4RINGS.—The Commission may conduct
public hearings or forums at the discretion of
the Commission, at any time and place the Com-
mission is able to secure facilities and witnesses.
for the purpose of carrying out the duties of the
Commission under this subtitle.

(b) DELEGA TION OF A LrTHOPJTY. —Any member
or agent of the Commission may. if authorized
by the Commission, take any action the Commis-
sion is authorized to take by this section.

(c) INFORMATION—The Commission may se-
cure directly from any Federal agency informa-
tion necessary to enable the Commission to
carry out its duties under this subtitle. Upon re-
quest of the Chairperson or Vice Chairperson of
the Commission, the head of a Federal agency
shall furnish the information to the Commission
to the extent permitted by law.

(d) GIFTS. BEQUESTS, AND DEVISES.—The Com-
mission may accept, use, and dispose of gifts,
bequests, or devises of services or property, both
real and personal, for the purpose of aiding or
facilitating the work of the Commission, Gifts,
bequests, or devises of money and proceeds from
sale.s of other property received as gifts, be-
quests, or devises shall be deposited in the
Treasury and shall be available for disburse-
ment upon order of the Commission.

(e) MAILS. — The Commission may use the
United States mails in the same manner and
under the same conditions as other Federal
agencies.
SEC. 7286. REPORTS.

(a) INTERIM REPORT—Not later than 1 year
prior to the date on which the Commission ter-
minates pursuant to section 7287, the Commis-
sion shall submit an interim report to the Prsi-
dent and to the Congress. The interim report
shall contain a detailed statement of the find-
ings and conclusions of the Commission, to-
gether with the Commission's recommendations
for legislative and administrative action, based
on the activities of the Commission.

(b) FINAL REPORT—Not later than the date
on which the Commission terminates, the Com-
mission shall submit to the Congress and to the
President a final report containing—
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(1) a detailed statement of final findings, con-

clusions, and recommendations; and
(2) an assessment of the extent to which rec-

ommendations of the Commission included in
the interim report under subsection (a) have
been implemented.

(c) PRINTING AND PUBLIC DISTRIBUTION.—
Upon receipt of each report of the Commission
under this section, the President shall—

(1) order the report to be printed: and
(2) make the report available to the public

upon request.
SEC. 7287. TEMINA TION

The Commission shall terminate on the date
that is 2 years after the date on which the mem-
bers of the Commission have met and designated
a Chairperson and Vice Chairperson.

Subtitle E—Child Support
CHAPTER 1—ELIGIBILITY FOR SERVfCES;

DISTRIBUTION OF PA YME.NTS
SEC. 7301. STA 7 OBLIGATION TO PROVIDE

CHILD SUPPORT ENFORCEMENT
SERVICES.

(a) STATE PLAN REQUiREMENTS—Section 454
(42 U. S. C. 654) is amended—

(1) by striking paragraph (4) and inserting the
following new paragraph:

"(4) provide that the State will—
'(A) provide services relating to the establish-

ment of paternity or the establishment, modi-
fication, or enforcement of child support obliga-
tions, as appropriate, under the plan with re-
spect to—

"(1) each child for whom (I) assistance is pro-
vided under the State program funded under
part A of this title, (II) benefits or services are
provided under the State program funded under
part E of this title, or (III) medical assistance is
provided under the State plan approved under
title XXI, unless the State agency administering
the plan determines (in accordance with para-
graph (29)) that it is against the best interests of
the child to do so; and

'(ii) any other child. if an individual applies
for such services with respect to the child; and

"(B) enforce any support obligation estab-
lished with respect to—

'(i) a child with respect to whom the State
provides services under the plan; or

"(ii) the custodial parent of such a child.
and

(2) by striking paragraph (6) and inserting the
following new subparagraph:

'(6) provide that—
'(A) services under the plan shall be made

available to nonresidents on the same terms as
to residents: and

"(B) application and collection fees are im-
posed and collected and costs in excess of such
fees are collected in accordance with section
454C with respect to services under the plan
for—

'('i) any individual not receiving assistance
under any State program funded under part A;
or

"(ii) any individual receiving such assistance
but solely through a program funded under sec-
tion 418);".

(b) CONTINUA TION OF SERVICES FOR FAMILIES
CEASING TO RECEIVE ASSISTANCE UNDER THE
STATE PROGRAM FUNDED UNDER PART A. —Sec.
eion 454 (42 U.S.C. 654) is amended—

(I) by striking 'and" at the end of paragraph
(23);

(2) by striking the period at the end of para-
graph (24) and inserting ; and '; and

(3) by adding after paragraph (24) the follow-
ing new paragraph.'

'(25) provide that when a family with respect
to which services are provided under the plan
ceases to receive assistance under the State pro.
gram funded under part A, the State shall pro-
vide appropriate notice to the family and con-
tinue to provide such services, subject to the
same conditions and on the same basis as in the
case of individuals to whom services are fur-
nished under this section, except that an appli-
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cation or other request to continue services shall
not be required of such a family and certain fees
shall be imposed with respect to such family
under section 454C(a)(1).

(c) CONFORMING AM&vDMEArTS. —
(1) Section 452(b) (42 U.S.C. 652(b)) is amended

by striking '454(6)' and inserting '454(41'.
(2) Section 452(g) (2) (A) (42 U.S.C. 652 (g) (2) (A))

is amended by striking '454(6) each place it
appears and inserting '454(4)(A)(ii')

(3) Section 466 (a) (3) (B) (42 U.S.C.
666(a) (3)(B)) is amended by striking in the case
of overdue support which a State has agreed to
collect under section 454(6)' and inserting 'in
any other case".

(4) Section 466(e) (42 U.S.C. 666(e)) is amended
by striking 'paragraph (4) or (6) of section 454"
and inserting section 454(4)
SEC. 7302. DISTRIBUTION OF CHILD SUPPORT

COLLECTIONS.
(a) IN GENERAL—Section 457 (42 USC. 657) is

amended to read as follows:
"SEC. 457. DISTRIBUTION OF COLLECTED SUP-

PORT
(a) IN GENERAL. —An amount collected on be-

half of a family as support by a State pursuant
to a plan approved under this part shall be dis-
tributed as follows:

(1) FAMILIES RECEIVING ASSISTANCE. —In the
case of a family receiving assistance from the
State, the State shall—

'(A) retain. or distribute to the family, the
State share of the amount so collected; and

'(B) pay to the Federal Government the Fed-
eral share of the amount so collected.

(2) FAMILIES THAT FORMERLY RECEIVED AS-
515 TA NCE.—In the case of a family that formerly
received assistance from the State:

'(A) CURRENT SUPPORT PA —The State
shall. with regard to amounts collected which
represent amounts owed for the current month,
distribute the amounts so collected to the family.

(B) PA YMENT OF ARt'EAR4GES.—The State
shall. with regard to amounts collected which
exceed amounts owed for the current month,
distribute the amounts so collected as follows:

'(i) DISTRJBLrTION TO THE FAMJJ. Y 70 SATISFY
ARREARAGES THAT ACCRUED AFTER THE FAMILY
RECEIVED ASSISTANCE—The State shall distrib-
ute the amount so collected to the family to the
extent necessary to satisfy any support az-i-ear-
ages with respect to the family that accrued
after the family stopped receiving assistance
from the State.

"(ii') DISTRJBLrTION TO THE FAMILY TO SATISFY
ARREARAGES THAT ACCRUED BEFORE OR WHILE
THE FAMILY RECEIVED ASSISTANCE TO THE EX-
TENT PA YMENTS EXCEED ASSISTANCE RECEIVED. —
In the case of arrearages of support obligations
with respect to the family that were assigned to
the State making or receiving the collection, as
a condition of receiving assistance from the
State, and which accrued before or while the
family received such assistance, the State may
retain all or a part of the State share and if the
State does so retain. shall retain and pay to the
Federal Government the Federal share of
amounts so collected. to the extent the amount
so retained does not exceed the amount of assist-
ance provided to the family by the State.

'(iii) DISTRJBLrTION OF THE REMAINDER 70 THE
FAMILY—To the extent that neither clause (1)
nor clause (ii') applies to the amount so col-
lected, the State shall distribute the amount to
the family.

(3) FAMILIES THAT NEVER RECEIVED ASSIST-
ANCE. —In the case of any other family, the
State shall distribute the amount so collected to
the family.

(4) FAMILIES UNDER CERTAIN AGREEMENTS. —
In the case of a family receiving assistance from
an Indian tribe, distribute the amount so col-
lected pursuant to an agreement entered into
pursuant to a State plan under section 454 (32).

(b) TRANSrFION RULE—Any rights to support
obligations which were assigned to a State as a
condition of receiving assistance from the State
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under part A before the effective date of the
Balanced Budget Reconciliation Act of 1995
shall remain assigned after such date.

(c) DEFINrTIONS. —As used in subsection (s):
"(1) ASSISTANCE—The term 'assistance from

the State means—
'(A) a,sistance under the State program fund-

ed under part A or under the State plan ap-
proved under part A of this title (as in effect be-
fore October 1, 1995); or

"(B) benefits under the State plan approved
under p.irt £ of this title.

'('2) FEDERAL Sli4RE. — The term 'Federal
share means, with respect to an amount col-
lected by the State to satisfy a support obliga-
tion owed to a family for a time period—

'(A) the greatest Federal medical assistance
percentage in effect for the State for fiscal year
1995 or nny succeeding fiscal year: or

"(B) if support is not owed to the family for
any month for which the family received aid to
families with dependent children under the
State plan approved under part A of this title
(as in effect before October 1, 1995), the Federal
reimbursement percentage for the fiscal year in
which tf2e time period occurs.

"(3) FEDERAL MEDICAL ASSISTANCE PERCENT-
AGE—The term 'Federal medical assistance per-
centage means—

'(A) the Federal medical assistance percent-
age (as defined in section 2122(c)) in the case of
any State for which subparagraph (B) does not
apply; r

"(B) the Federal medical assistance percent-
age (a defined in section 1118), in the case of
Puerto Rico. the Virgin Islands. Guam. and
American Samoa.

"(4) FEDERAL REIMBURSEMEWT PERCENTAGE. —
The term 'Federal reimbursement percentage'
means, with respect to a fiscal year—

"(A) the total amount paid to the State under
section 403 for the fiscal year; divided by

"(B) the total amount expended by the State
to cany Out the State program under part A
durin8 the fiscal year.

"(5) STATE SHARE—The term 'State share
means 100 percent minus the Federal share.

(b) CONFORMING AMEJVDMENT. —Section
464(a) (1) (42 US. C. 664(a) (1)) is amended by
striking "section 457(b) (4) or (d)(3)" and insert-
ing "section 457".

(c) CLERICAL AMENDMENTS—Section 454 (42
U.S.C. 654) is amended—

(1) in paragraph (11)—
(A) by striking "(11) and insertin8 "(ll)(A)'

and
(B) by inserting after the semicolon "andY

and
(2) by redesignating paragraph (12) as sub-

paragraph (B) of paragraph (11).
(d) EFFECTIVE DATE. —
(1) GENERAL RULE—Except as provided in

paragraphs (2) and (3,), the amendment made by
subsection (a) shall become effective on October
1. 1999.

(2) EARLIER EFFECTIVE DATE FOR RULES RE-
LATING TO DISTRIBUTION OF SUPPORT COLLECTED
FOR FAMILIES RECEIVING ASSISTANCE. —Section
457(a) (1) of the Social Security Act, as added by
the amendment made by subsection (a), shall be-
come effective on October 1, 1995.

(3) SPECIAL RULE. —A State may elect t7 have
the amendment made by subsection (a) become
effective on a date earlier than October I, 1999,
which date shall coincide with the operation of
the single statewide automated data processing
and information retrieval system required by
section 454A of the Social Security Act (as added
by Section 7344(a)(2)) and the State disburse-
ment unit required by section 454B of the Social
Security Act (as added by section 7312(b)), and
the existence of State requirements for assign-
ment of support as a condition of eligibility for
assistance under part A of the Social Security
Act (as added by subtitle C).

(4) CLERICAL AMENDMEPrrS.—The amendments
made by subsection (b) shall become effective on
October 1. 1995.
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SEC. 7303. RIGHTS TO NOTIFICATION 4ND HEAR-

INGS.
(a) IN GENERAL—Section 454 (42 USC. 654).

as amended by section 7302(b), is amended by in-
sertin8 after paragraph (11) the following new
paragraph:

"(12) establish procedures to provide that—
(A) individuals who are applying for or re-

ceiving services under this part, or are parties to
cases in which services are being provided under
this part—

(i) receive notice of all proceedings in which
support obligations might be established or
modified; and

"(ii) receive a copy of any order establishing
or modifying a child support obligation, or (in
the case of a petition for modification) a notice
of determination that there should be no change
in the amount of the child support award, with-
in 14 days after issuance of such order or deter-
mination: and

'(B) individuals applying for or receiving
services under this part have access to a fair
hearing or other formal complaint procedure
that meets standards established by the Sec-
retaly and ensures prompt consideration and
resolution of complaints (but the resort to such
procedure shall not stay the enforcement of any
support order);

(b) EFFECTIVE DATE—The amendment made
by subsection (a) shall become effective on Octo-
berl, 1997.
SEC. 7304, PRIVACYSAFEGUARDS.

(a) STATE PLAN REQUIREMENT—Section 454
(42 U.S.C. 654), as amended by section 7301(b), is
amended—

(1) by striking "and" at the end of paragraph
(24);

(2) by striking the period at the end of para-
graph (25) and inserting ", and"; and

(3) by adding after paragraph (25) the follow-
ing new paragraph:

"(26) will have in effect safeguards, applicable
to all confidential information handled by the
State agency, that are designed to protect the
privacy rights of the parties. indudin8—

"(A) safeguards against unauthorized use or
disclosure of information relating to proceedings
or actions to establish paternity, or to establish
or enforce support;

'(B) prohibitions against the release of infor-
mation on the whereabouts of 1 party to another
party against whom a protective order with re-
spect to the former party has been entered.- and

"(C) prohibitions against the release of infor-
mation on the whereabouts of 1 party to another
party if the State has reason to believe that the
release of the information may result in physical
or emotional harm to the former party.

(b) EFFECTIVE DATE. — The amendment made
by subsection (a) shall become effective on Octo-
berl, 1997.

CHAPTER 2—LOCATE AND CASE
TRACKING

SEC. 7311. STATE CASE REGISTRY.
Section 454A, as added by section 7344 (a) (2). is

amended by adding at the end the following
new subsections:

"(e) STATE CASE REGISTRY.—
"(1) COm-Ei'rrs.—The automated system re-

quired by this section shall include a registry
(which shall be known as the 'State case reg-
istiy 7 that contains records with respect to—

"(A) each case in which services are being
provided by the State agency under the State
plan approved under this part: and

"(B) each support order established or modi-
fied in the State on or after October 1, 1998.

"(2) LINKING OF LOCAL REGISTRIES—The State
case registry may be established by linking local
case registries of support orders through an
automated information network, subject to this
section.

"(3) USE OF STANDARDIZED DATA ELEMENTS. —
Such records shall use standardized data ele-
ments for both parents (such as names, social
security numbers and other uniform identifica-
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tion numbers, dates of birth, and case identi-
fication numbers), and contain such other infor-
mation (such as on-case status) as the Secretary
may require.

'(4) PAYMENT RECORDS. —Each case record in
the State case registry with respect to which
services are bein8 provided under the State plan
approved under this part and with respect to
which a support order has been established
shall include a record of—

"(A) the amount of monthly (or other peri-
odic) support owed under the order, and other
amounts (including arrearages. interest or late
payment penalties, and fees) due or overdue
under the order:

"(B) any amount described in subparagraph
(A) that has been collected:

"(C) the distribution of such collected
amounts:

"(D) the birth date of any child for whom the
order requires the provision of support: and

"(E) the amount of any lien imposed with re-
spect to the order pursuant to section 466(a) (4).

"(5) UPDATING AND MONITORING—The State
agency operating the automated system required
by this section shall promptly establish and
maintain, and regularly monitor, case records in
the State case registry with respect to which
services are being provided under the State plan
approved under this part, on the basis of—

"(A) information on administrative actions
and administrative and judi cial proceedings and
orders relating to paternity and support;

"(B) information obtained from comparison
with Federal, State, or local sources of informa-
tion;

"(C) information on support collections and
distributions: and

"(D) any other relevant information.
"(I) INFORMATION COMPARISONS AND OTHER

DISCLOSURES OF INFORMATION. —The State shall
use the automated system required by this sec-
tion to extract information from (at such times.
and in such standardized format or formats, as
may be required by the Secretary), to share and
compare information with, and to receive infor-
mation from, other data bases and information
comparison services, in order to obtain (or pro-
vide) information necessary to enable the State
agency (or the Secretary or other State or Fed-
eral agencies) to carry Out this part. subject to
section 6103 of the Internal Revenue Code of
1986. Such information comparison activities
shall include the following:

'(1) FEDERAL CASE REGISTRY OF CHILD SUP-
PORT ORDERS. —Furnishing to the Federal Case
Registry of Child Support Orders established
under section 453(h) (and update as necessary.
with information induding notice of expiration
of orders) the minimum amount of information
on child support cases recorded in the State case
registry that is necessary to operate the regIstry
(as specified by the Secretary in regulations).

"(2) FEDERAL PARENT LOCATOR SERVICE—Ex-
changing information with the Federal Parent
Locator Service for the purposes specified in sec-
tion 453.

"(3) TEMPORARY FAMILY ASSISTANCE AND MED-
ICAID AGENCIES. —Exchanging information with
State agencies (of the State and of other States)
administering programs funded under part A,
programs operated under State plans under title
XXI. and other programs designated by the Sec-
retary, as necessary to perform State agency re-
sponsibilities under this part and under such
programs.

'(4) INTRASTATE AND IWTERSTA TE INFORM4-
TION COMPARiSONS. —Exchanging information
with other agencies of the State. agencies of
other States, and interstate information net-
works, as necessary and appropriate to carry
out (or assist other States to carry out) the pur-
poses of this part.
SEC. 7312. COLLECTION AND DISBURSEMENT OF

SUPPORT PA YMEPrrs.
(a) STATE PLAN REQUIREMEWT. —Section 454

(42 U.S.C. 654), as amended by sections 7301(b)
and 7304 (a), is amended—
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(I) by striking 'and" at the end of paragraph

(25);
(2) by striking the period at the end of pard-

graph (26) and inserting '; and'; and
(3) by adding after paragraph (26) the follow-

ing new paragraph:
"(27) provide that, on and after October .1.

1998, the State agency will—
'(A) operate a State disbursement unit in ac-

cordance with section 454B: and
"(B) have sufficient State staff (consisting of

State employees), and (at State option) private
or governmental contractors reporting directly
to the State agency, to—

'(i) provide automated monitoring and en-
forcement of support collections through the
unit (including carrying Out the automated data
processing responsibilities described in section
454A (g)): and

'(ii) take the actions described in section
466 (c) (1) in appropriate cases.

(b) ESTABLISHMENT OF STATE DISBURSEMENT
UNIT—Part D of title IV (42 U.S. C. 651-669). as
amended by section 7344(a) (2). is amended by in-
serting after section 454A the following new sec-
tion:
"SEC. 454B. COLLECTION AND DISBURSEMENT OF

SUPPORTPA YMENTS.
"(a) STATE DISBURSEMENT UNIT.—
'(1) IN GENERAL—In order for a State to meet

the requirements of this section, the State agen-
cy must establish and operate a unit (which
shall be known as the 'State disbursement unit')
for the collection and disbursement of payments
under support orders in all cases being enforced
by the State pursuant to section 454(4).

"(2) OPERATION—The State disbursement unit
shall be operated—

'(A) directly by the State agency (or 2 or more
State agencies under a regional cooperative
agreement), or (to the extent appropriate) by a
contractor responsible directly to the State
agency; and

"(B) in coordination with the automated sys-
tem established by the State pursuant to section
454A.

"(3) LINKING OF LOCAL DISBURSEMENT
UNITS—The State disbursement unit may be es-
tablished by linking local disbursement units
through an automated information network.
subject to this section. The Secretary must agree
that the system will not cost more nor take more
time to establish or operate than a centralized
system. In addition, employers shall be given I
location to which income withholding is sent.

'(b) REQUIRED PROCEDURES. —The State dis-
bursement unit shall use automated procedures.
electronic processes, and computer-driven tech-
nology to the maximum extent feasible, efficient,
and economical, for the collection and disburse-
ment of support payments, including proce-
dures—

"(I) for receipt of payments from parents, em-
ployers, and other States, and for disbursements
to custodial parents and other obligees, the
State agency, and the agencies of other States:

"(2) for accurate identification of payments:
"(3) to ensure prompt disbursement of the cus-

todial parent's share of any payment; and
"(4) to furnish to any parent, upon request.

timely information on the current status of sup-
port payments under an order requiring pay-
ments to be made by or to the parent.

"(c) TIMING OF DISBURSEMENTS, —
"(I) IN GENERAL—Except as provided in para-

graph (2), the State disbursement unit shall dis-
tribute all amounts payable under section 457(a)
within 2 business days after receipt from the em-
ployer or other source of periodic income, if suf-
ficient information identifying the payee is pro-
vided.

"(2) PERMISSIVE RETENTION OF ARREARAGES. —
The State disbursement unit may delay the dis-
tribution of collections toward arrearages until
the resolution of any timely appeal with respect
to such arrearages.

'(d) BUSINESS DAY DEFINED. —As used in this
section, the term 'business day' means a day on
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which State offices are open for regular busi-
ness.

(c) USE OF AUTOMATED SYSTEM—Section
454A. as added by section 7344 (a) (2) and as
amended by section 7311. is amended by adding
at the end the following new subsection.'

(g) COLLECTION AND DISTRIBUTION OF SUP-
PORT PA YMEWrS. —

(1) IN GENERAL—The State shall use the
automated system required by this section. to
the maximum extent feasible, to assist and fa-
cilitate the collection and disbursement of sup-
port payments through the State disbursement
unit operated under section 454B, through the
performance of functions, including, at a mini-
mum—

"(A) transmission of orders and notices to em-
ployers (and other debtors) for the withholding
of wages and other income—

'(i) within 2 business days after receipt from
a court, another State. an employer. the Federal
Parent Locator Service, or another source recog-
nized by the State of notice o! and the income
source subject to, such withholding; and

"(ii) using uniform formats prescribed by the
Secretary;

'(B) ongoing monitonng to promptly identify
failures to make timely payment of support: and

"(C) automatic use of enforcement procedures
(including procedures authorized pursuant to
section 466(c)) where payments are not timely
made.

"(2) BUSINESS DAY DEFINED. —As used in para-
graph (1), the term 'business day' means a day
on which State offices are open for regular busi-
ness.

(d) EFFECTIVE DATE—The amendments made
by this section shall become effective on October
I, 1998.

SEC. 7313. STATE DIRECTORY OF NEW HIRES.
(a) STATE PLAN REQUIREMENT—Section 454

(42 U.S.C. 654). as amended by sections 7301(b).
7304 (a) and 7312(a), is amended—

(I) by striking 'and' at the end of paragraph
(26);

(2) by striking the period at the end of para-
graph (27) and inserting "; and' and

(3) by adding after paragraph (27) the follow-
ing new paragraph:

"(28) provide that, on and after October 1,
1997. the State will operate a State Directory of
New Hires in accordance with section 453A.

(b) STATE DIREC7ORY OF NEW HIRES—Part D
of title IV (42 U.S.C. 651-669) is amended by in-
serting after section 453 the following new sec-
tion:
'sEC. 453A. STATE DIRECTORY OF NEW HIRES.

"(a) ESTABLISHMENT. —
"(1) IN GENERAL—Not later than October 1,

1997, each State shall establish an automated di-
rectory (to be kno-i as the 'State Directory of
New Hires 2 which shall contain information
supplied in accordance with subsection (b) by
employers on each newly hired employee.

"(2) DEFINITIONS—As used in this section:
(A) EMPLOYEE—The term 'employee'—
(i) means an individual who is an employee

within the meaning of chapter 24 of the Internal
Revenue Code of 1986: and

'(ii) does not include an employee of a Fed-
eral or State agency performing intelligence or
counterintelligence functions, if the head of
such agency has determined that reporting pur-
suant to paragraph (I) with respect to the em-
ployee could endanger the safety of the em-
ployee or compromise an ongoing investigation
or intelligence mission.

"(B) EMPLOYER—The term 'employer' in-
cludes—

- (i) any governmental entity, and
"(ii) any labor organization.
"(C) LABOR ORGANIZATION—The term labor

organization' shall have the meaning given such
term in section 2(5) of the National Labor Rela-
tions Act, and includes any entity (also known
as a 'hiring hall') which is used by the organi-
zation and an employer to carry out require.
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ment$ described in section 8(1) (3) of such Act of
an agreement between the organization and the
employer.

"(b)EMPLOYER INFORMATION.—
"(I) REPORTING REQUIREMENT. —
"(A) IN GENERAL. —Except as provided in sub-

para graphs (B) and (C). each employer shall
furnish to the Directory of New Hires of the
State in which a newly hired employee works, a
report that contains the name, address, and so-
cial security number of the employee, and the
name o1 and identifying number assigned under
section 6109 of the Internal Revenue Code of
1986 to, the employer.

"(B) MULTISTATE EMPLOYERS—An employer
that has employees who are employed in 2 or
more States and that transmits reports magneti-
cally or electronically may comply with sub-
paragraph (A) by designating I State in which
such employer has employees to which it will
transmit the report described in subparagraph
(A), and transmitting such report to such State.
Any employer that transmits reports pursuant to
this subparagraph shall notify the Secretary in
writing as to which State such employer des-
ignates for the purpose of sending reports.

"(C) FEDERAL GOVERNMENT EMPLOYERS. —Any
department, agency. or instrumentality of the
United States shall comply with subparagraph
(A) by transmitting the report described in sub-
paragraph (A) to the National Directory of New
Hires established pursuant to section 453.

"(2) TIMING OF REPORT. — The report required
by paragraph (1) with respect to an employee
shall be made not later than the later of—

"(A) 30 days after the date the employer hires
the employee; or

"(B) in the case of an employer that reports
by magnetic or electronic means, the 1st busi-
ness day of the week following the date on
which the employee 1st receives wages or other
compensation from the employer.

'(c) REPORTING FORMAT AND METHOD. —Each
report required by subsection (b) shall be made
on a W-4 form and may be transmitted by 1st
class mail, magnetically. or electronically.

'(d) CIvIL MONEY PENALTIES ON NONCOMPL Y-
ING EMPLOYERS.—The State shall have the op-
tion to set a State civil money penalty which
shall be less than—

'(1) $25; or
"(2) $500 if, under State law, the failure is the

result of a conspiracy between the employer and
the employee to not supply the required report
or to supply a false or incomplete report.

'(e) ENTRY OF EMPLOYER INFORMATION. —In-
formation shall be entered into the data base
maintained by the State Directory of New Hires
within 5 business days of receipt from an em-
ployer pursuant to subsection (b).

"(I) INFORMATION COMPARISONS. —
"(1) IN GENERAL—Not later than October 1,

1998, an agency designated by the State shall.
directly or by contract, conduct automated com-
parisons of the social security numbers reported
by employers pursuant to subsection (b) and the
social security numbers appearing in the records
of the State case registry for cases being en-
forced under the State plan.

"(2) NOTICE OF MATCH—When an information
comparison conducted under paragraph (I) re-
veals a match with respect to the social security
number of an individual required to provide
support under a support order, the State Direc-
tory of New Hires shall provide the agency ad-
ministering the State plan approved under this
part of the appropriate State with the name, ad-
dress. and social security number of the em-
ployee to whom the social security number is as-
signed. and the name o1 and identifying num-
ber assigned under section 6109 of the Internal
Revenue Code of 1986 to. the employer.

'(g TR,vSMISSION OF INFORMATION. —
"(I) TRANSMISSION OF WAGE WITHHOLDING NO-

TICES TO EMPLOYERS—Within 2 business days
after the date information regarding a newly
hired employee is entered into the State Direc-
tory of New Hires. the State agency enforcing
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the employee's child support obligation shell
transmit a notice to the employer of the em-
ployee directing the employer to withhold from
the wages of the employee an amount equal to
the monthly (or other periodic) child support ob-
ligation of the employee, unless the employees
wages are not subject to withholding pursuant
to section 466(b) (3).

'(2) TRANSMISSIONS TO THE NATIONAL DIREC-
TORY OF NEW HIRES. —

"(A) NEW HIRE INFORM4TION.—Within 2 busi-
ness dayc after the date information regarding a
newly hired employee is entered into the State
Directory of New Hires, the State Directory of
New Hires shall furnish the information to the
National Directory of New Hires.

"(B,) WAGE AND UNEMPLOYMENT COMPENSA-
TION INFORMATION. —The State Directory of New
Hires shall. on a quarterly basis, furnish to the
National Directory of New Hires extracts of the
reports required under section 303(a)(6) to be
made to the Secretary of Labor concerning the
wages and unemployment compensation paid to
individuals, by such dates, in such format, and
containing such information as the Secretary of
Health and Human Services shall specify in reg-
ulations.

"(3) BUSINESS DAY DEFINED. —As used in this
subsection, the term business day' means a day
on which State offices are open for regular busi-
ness.

"(h) OTHER USES OF NEW HIRE INFORMA-
TI ON —

'(1) LOCATION OF CHILD SUPPORT OBUGORS. —
The agency administering the State plan ap-
proved under this part shall use information re-
ceived pursuant to subsection i'Oi'2) to locate in-
dividuals for purposes of establishing patel-nity
and establishing, modifying, and enforcing child
support obligations.

'(2) VERIFICATION OF ELIGIBILITY FOR CER-
TAIN PROGRAMS. —A State agency responsible for
administering a program specifIed in section
1137(b) shall have access to information reported
by employers pursuant to subsection (b) of this
section: for purposes of verifying eligibility for
the plvgram.

'(3) ADMINISTRATION OF EMPLOYMENT SECU-
RI TY AND WORKERS COMPENSATION. —State
agencies operating employment security and
workers' compensation programs shall have ac-
cess to information reported by employers pursu-
ant to subsection (b) for the purposes of admin-
istering such programs.

(c) QUAJ?TERL Y WAGE REPORTING. —Section
l137()(3) (42 U.S.C. 1320b-7(a)(3)) is amended—

(1) by inserting (including State and local
governmental entities) after 'employeI"; and

(2) by inserting ', and except that no report
shall be filed with respect to an employee of a
State agency performing intelligence or counter-
intelligence functions, if the head of such agen-
cy has determined that filing such a report
could endanger the safety of the employee or
compromise an ongoing investigation or intel-
ligence mission " after 'paragraph (2)
SEC 7314 AMENDMENTS CONCERNING INCOME

WITHHOLDING.
(a) MANDATORY INCOME WITHHOLDING.--
(1) IN GENERAL. —Section 466(a) (1) (42 U.S. C.

666 (a) (1)) is amended to read as follows:
"(0(A) Procedures described in subsection (b)

for the withholding from income of amounts
payable as support in cases subject to enforce-
ment under the State plan.

"(B) Procedures under which the wag of a
person with a support obligation imposed by a
support order issued (or modified) in the State
before October 1, 1996. if not otherwise subject to
withholding under subsection (b). shall become
subject to withholding as provided in subsection
(b) if arrearages occur, without the need for a
judicial or administrative hearing.

(2) CONFORMING AMENDMENTS. —
(A) Section 466(b) (42 U.S. C. 666(b)) is amend-

ed in the matter preceding paragraph (1), by
striking 'subsection (a) (1)" and inserting 'sub-
section (a,)O)(A)
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(B) Section 466(b)(4) (42 U.S. C. 666(b)(4)) is

amended to read as follows:
(4)(A) Such withholding must be carried Out

in full compliance with all procedural due proc-
ess requirements of the State. and the State
must send notice to each absent parent to whom
paragraph (1) applies—

(i) that the withholding has commenced; and
'(ii) of the procedures to follow if the absent

parent desires to contest such withholding on
the grounds that the withholding or the amount
withheld is improper due to a mistake of fact.

(B) The notice under subparagraph (A) shall
include the infoimation provided to the em-
ployer under paragraph (6)(A).

(C) Section 466(b)(5) (42 U.S. C. 666(b)(5)) is
amended by striking all that follows 'adminis-
tered by' and inserting "the State through the
State disbursement unit established pursuant to
section 454B, in accordance with the require-
Inents of section 454B.

(D) Section 466 (b) (6) (A) (42 U.S. C.
666(b) (6) (A)) is amended—

(I) in clause (i), by striking 'to the appro-
pt-late agency' and all that follows and insert-
ing to the State disbursement unit within 2
business days after the date the amount would
(but for this subsection) have been paid or cred-
ited to the employee, for distribution in accord-
ance with this part

(ii) in clause (ii), by inserting 'be in a stand-
ard format prescribed by the Secretary. and
after 'shall '. and

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

(iii) As used in this subparagraph, the term
'business day' means a day on which State of-
fices are open for regular business.

(E) Section 466(b) (6) (D) (42 U.S.C.
666(b)(6)(D)) is amended by striking 'any em-
ployer and all that follows and inserting 'any
employer who—

'(i') discharges from employment, refuses to
employ, or takes disciplinary action against any
absent parent subject to wage withholding re-
quired by this subsection because of the exist-
ence of such withholding and the obligations or
additional obligations which it imposes upon the
employer; or

(ii) fails to withhold support from wages, or
to pay such amounts to the State disbu,sement
unit in accordance with this subsection.

(F) Section 466(b) (42 U. S. C. 666(b)) is amend-
ed by adding at the end the following new pare-
graph:

(11) Procedures under which the agency ad-
ministering the State plan approved under this
part may execute a withholding order through
electronic means and without advance notice to
the obligor.

(b) CONFORMING AMENDMENT. —Section 466(c)
(42 U.S.C. 666(c)) is repealed.
SEC. 7315. LOCATOR INFORMA TION FROM INTER-

STATE NETWORKS.
Section 466(a) (42 U.S.C. 666(a)) is amended by

adding at the end the following new paragraph:
"(12) Procedures to ensure that all Federal

and State agencies conducting activities under
this part have access to any system used by the
State to locate an individual for purposes relat-
ing to motor vehicles or law enforcement.
SEC. 7316. EXPANSION OF THE FEDERAL PARENT

LOCA TOR SERVICE.

(a) EXPANDED AUTHORITY TO LOCATE INDI-
VIDUALS AND ASSETS. —Section 453 (42 U.S.C.
653) is amended—

(1) in subsection (a), by striking all that fol-
lows 'subsection (c))' and inserting '. for the
purpose of establishing parentage, establishing.
setting the amount o1 modifying, or enforcing
child support obligations, or enforcing child vis-
itation orders—

"(1) information on, or facilitating the disco v-
ery o1 the location of any individual—

'(A) who is under an obligation to pay child
support or provide child visitation rights;

(B) against whom such an obligation is
sought;
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"(C) to whom such an obligation is owed,

including the individuals social security num-
ber (or numbers), most recent address, and the
name, address, and employer identification
number of the individuals employer:

'(2) information on the individual's wages (or
other income) from, and benefits o1 employment
(including rights to or enrollment in group
health care coverage); and

'(3) information on the type, status, location,
and amount of any assets of or debts owed by
or to, any such individual. and

(2) in subsection (b). in the matter preceding
paragraph (1). by striking social security" and
all that follows through absent parent" and
inserting 'information described in subsection
(a)".

(b) AUTHORIZED PERSON FOR INFORMATION
REGARDING VISITATION RIGHTS. —Section 453(c)
(42 U.S.C. 653(c)) is amended—

(1) in paragraph (1), by striking "support"
and inserting "support or to seek to enforce or-
ders providing child visitation rights":

(2) in paragraph (2), by striking '. or any
agent of such court: and' and inserting "or to
issue an order against a resident parent for visi-
tation rghts. or any agent of such court:';

(3) by striking the period at the end of para-
graph (3) and inserting and' ' and

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

'(4) the absent parent, only with regard to a
court order against a resident parent for child
visitation rights.

(c) REIMBURSEMENT FOR INFORMATION FROM
FEDERAL AGENCIES. —Section 453(e) (2) (42 U.S.C.
653(e) (2)) is amended in the 4th sentence by in-
serting 'in an amount which the Secretary de-
termines to be reasonable payment for the infor-
mation exchange (which amount shall not in-
clude payment for the costs of obtaining, com-
piling, or maintaining the information)" before
the period.

(d) REIMBURSEMENT FOR REPORTS BY STATE
AGENCIES—Section 453 (42 U.S.C. 653) is amend-
ed by adding at the end the following new sub-
section:

'(g) The Secretary may reimburse Federal and
State agencies for the costs incurred by such en-
tities in furnishing information requested by the
Secretary under this section in an amount
which the Secretary determines to be reasonable
payment for the information exchange (which
amount shall not include payment for the costs
of obtaining, compiling, or maintaining the in-
form ation).

(e) TECHNICAL AMENDMENTS. —
(1) Sections 452(a)(9), 453(a) 453(b), 463(a),

463(e), and 463(1) (42 U.S.C. 652(a)(9), 653(a).
653(b), 663(a), 663(e), and 663(0) are each
amended by inserting "Federal" before "Par-
ent"each place such term appears

(2) Section 453 (42 U.S.C. 653) is amended in
the heading by adding FEDERAL" before 'PAR-
ENT".

(1) NEW CoMPONENTS—Section 453 (42 U.S.C.
653), as amended by subsection (d) of this sec-
tion, is amended by adding at the end the fol-
lowing new subsection:

'(h)(1) Not later than October 1, 1998. in order
to assist States in administering programs under
State plans approved under this part and pro-
grams funded under part A, and for the other
purposes specified in this section, the Secretary
shall establish and maintain in the Federal Par-
ent Locator Service an automated registry
(which shall be known as the 'Federal Case
Registry of Child Support Orders), which shall
contain abstracts of support orders and other
information described in paragraph (2) with re-
spect to each case in each State case registry
maintained puIsuant to section 454A(e). as fur-
nished (and regularly updated), puIsuant to
section 454A (1), by State agencies administering
programs under this part.

(2) The information referred to in paragraph
(1) with respect to a case shall be such informa-
tion as the Secretary may specify in regulations
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(including the names, social security numbers or
other uniform identification numbers, and State
case identification numbers) to identify the indi-
viduals who owe or are owed support (or with
respect to or on behalf of whom support obliga.
tions are sought to be established), and the
State or States which have the case.

"(i)(l) In order to assist States in administer
ing programs under State plans approved under
this part and programs funded under part A,
and for the other purposes specified in this sec-
tion, the Secretary shall, not later than October
1, 1996. establish and maintain in the Federal
Parent Locator Service an automated directory
to be known as the National Directory of New
Hires, which shall contain the information sup-
plied pursuant to section 453A g)(2).

'12) Information shall be entered into the
data base maintained by the National Directory
of New Hires within 2 business days of receipt
pursuant to section 453A ) (2).

'(3) The Secretary of the Treasury shall have
access to the information in the National Direc-
tory of New Hires for purposes of administering
section 32 of the Internal Revenue code of 1986.
or the advance payment of the earned income
tax credit under section 3507 of such code, and
verifying a claim with respect to employment in
a tax return.

(4) The Secretary shall maintain within the
National Directory of New Hires a list of
multistate employers that report information re-
garding newly hired employees pursuant to sec-
tion 453A(b)(l)(B), and the State which each
such employer has designated to receive such in -
formation.

'(j)(I)(A) The Secretary shall transmit infor-
mation on individuals and employers main-
tained under this section to the Social Security
Administration to the extent necessary for ver-
ification in accordance with subparagraph (B).

"(B) The Social Security Administration shall
verify the accuracy of. correct, or supply to the
extent possible. and report to the Secretary. the
following information supplied by the Secretary
pursuant to subparagraph (A):

'(i) The name, social security number, and
birth date of each such individual.

'(ii) The employer identification number of
each such employer.

'12) For the purpose of locating individuals in
a paternity establishment case or a case involv-
ing the establishment, modification, or enforce-
ment of a support order, the Secretary shall—

'(A) compare information in the National Di-
rectory of New Hires against information in the
support case abstracts in the Federal case Reg-
istly of child Support Orders not less often than
every 2 business days: and

'(B) within 2 such days after such a compari-
son reveals a match with respect to an individ-
ual. report the information to the State agency
responsible for the case,

'(3) To the extent and with the frequency
that the Secretary determines to be effective in
assisting States to carry Out their responsibilities
under programs operated under this part and
programs funded under part A. the Secretary
shall—

'(A) compare the information in each compo-
nent of the Federal Parent Locator Service
maintained under this section against the in for-
mation in each other such component (other
than the comparison required by paragraph (2)),
and report instances in which such a compari-
son reveals a match with respect to an individ-
ual to State agencies operating such programs:
and

"(B) disclose information in such registries to
such State agencies.

'('4) The National Directory of New Hires
shall provide the commissioner of Social Secu-
rity with all information in the National Direc-
tory. which shall be used to determine the accu-
racy of payments under the supplemental secu-
rity income program under title XVI and in con-
nection with benefits under title II.

'(5) The Secretary may provide access to in-
formation reported by employers pursuant to
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section 453A (b) for research purposes found by
the Secretary to be likely to contribute to
achieving the purposes of part A or this part,
but without personal identifiers.

'(k)(I) The Secretary shall reimburse the
commissioner of Social Security, at a rate nego-
tiated between the Secretary and the commis-
sioner, for the costs incurred by the commis-
sioner in performing the verification services de-
scribed in subsection (j).

'12) The Secretary shall reimburse costs in-
curred by State directories of new hires in fur-
nishing information as required by subsection
(/) (3), at rates which the Secretary determines to
be reasonable (which rates shall not include
payment for the costs of obtaining, compiling, or
maintaining such information).

"(3) A State or Federal agency that receives
information from the Secretary pursuant to this
section shall reimburse the Secretary for costs
incurred by the Secretary in furnishing the in-
formation, at rates which the Secretary deter-
mines to be reasonable (which rates shall in-
clude payment for the costs of obtaining, verify-
ing. maintaining, and comparing the informa-
tion).

'(I) Information in the Federal Parent Loca-
tor Service, and information resulting from com-
parisons using such information, shall not be
used or disclosed except as expressly provided in
this section. subject to section 6103 of the Inter-
nal Revenue code of 1986.

'(m) The Secretary shall establish and imple-
ment safeguards with respect to the entities es-
tablished under this section designed to—

'(I) ensure the accuracy and completeness of
information in the Federal Parent Locator Serv-
ice: and

'(2) restrict access to confidential information
in the Federal Parent Locator Service to author-
ized persons. and restrict use of such informa-
tion to authorized purposes.

(n) Each department. agency. and instru-
mentality of the United States shall on a quar-
terly basis report to the Federal Parent Locator
Service the name and social security number of
each employee and the wages paid to the em-
ployee during the previous quarter, except that
no report shall be filed with respect to an em-
ployee of a department. agency, or instrumen-
tality performing intelligence or counterintel-
ligence functions, if the head of such depart-
ment. agency, or instrumentality has determined
that filing such a report could endanger the
safety of the employee or compromise an ongo-
ing investigation or intelligence mission.

(1) cONFoRMING AMENDM5NTS. —
(1) To PART D OF TITLE IV OF THE SOCIAL SE-

CURJTY ACT—Section 454 (8) (B) (42 U.S.C.
654(8) (B)) is amended to read as follows:

"(B) the Federal Parent Locator Service es-
tablished under section 453;".

(2) To FEDERAL UNEMPLOYMENT TAX ACT. —
Section 3304 (a) (1 6) of the Internal Revenue Code
of 1986 is amended—

(A) by striking "Secretary of Health, Edu-
cation, and Welfare" each place such term ap-
pears and inserting 'Secretary of Health and
Human Services";

(B) in subparagraph (B). by striking "such in-
formation' and all that follows and inserting

'information furnished under subparagraph (A)
or (B) is used only for the purposes authorized

under such subparagraph;'
(C) by striking 'and" at the end of subpara-

graph (A);
(D) by redesignating subparagraph (B) as sub-

paragraph (C); and
(E) by inserting after subparagraph (A) the

following new subparagraph:
"(B) wage and unemployment compensation

information contained in the records of such
agency shall be furnished to the Secretary of
Health and Human Services (in accordance with
regulations promulgated by such Secretary) as
necessary for the purposes of the National Di-
rectory of New Hires established under section
453(1) of the Social Security Act, and".
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(3) TO STATE GRA/tT PROGRAM UNDER TITLE I!!

OF THE SOCIAL SECURITY ACT—Subsection (h) of
section 303 (42 US. C. 503) is amended to read as
follows:

"(h)(l) The State agency charged with the ad-
ministration of the State law shall, on a reim-
bursable basis—

"(A) disclose quarterly, to the Secretary of
Health and Human Services wage and claim in-
formation, as required pursuant to section
453(0(1), contained in the records of such agen-
cy;

'(B) ensure that information provided pursu-
ant to subparagraph (A) meets such standards
relating to correctness and verification as the
Secretary of Health and Human Services, with
the concurrence of the Secretary of Labor. may
find necessary; and

"(C) establish such safeguards as the Sec-
retary of Labor determines are necessary to in-
sure that information disclosed under subpara-
graph (A) is used only for purposes of section
453(i) (1) in carrying Out the child support en-
forcement program under title IV.

'(2) Whenever the Secretary of Labor, after
reasonable notice and opportunity for hearing
to the State agency charged with the adminis-
tration of the State law, finds that there is a
failure to comply substantially with the require-
ments of paragraph (I), the Secretary of Labor
shall notify such State agency that further pay-
ments will not be made to the State until the
Secretary of Labor is satisfied that there is no
longer any such failure. Until the Secretary of
Labor is so satisfied, the Secretary shall make
no future certification to the Secretary of the
Treasury with respect to the State.

"(3) For purposes of this subsection—
(A) the term 'wage information' means infor-

mation regarding wages paid to an individual.
the social security account number of such indi-
vidual, and the name. address, State, and the
Federal employer identification number of the
employer paying such wages to such individual:
and

'(B) the term 'claim information' means infor-
mation regarding whether an individual is re-
ceiving, has received, or has made application
for, unemployment compensation, the amount of
any such compensation being received (or to be
received by such individual), and the individ-
ual '5 current (or most recent) home address.
SEC. 7317. COLLECTION A.IVD USE OF SOCIAL SE-

CURITY NUMBERS FOR USE IN
CHILD SUPPORTENFORCEMENT.

(a) STATE LAW REQUIREMENT. —Section 466(a)
(42 U.S. C. 666(a)), as amended by section 7315. is
amended by adding at the end the following
new paragraph:

(13) Procedures requiring that the social se-
curity number of—

"(A) any applicant for a professional license,
commercial driver's license, occupational li-
cense. or marriage license be recorded on the ap-
plication;

'(B) any individual who is subject to a di-
vorce decree, support order, or paternity deter-
mination or acknowledgment be placed in the
records relating to the matter; and

'(C) any individual who has died be placed in
the records relating to the death and be re-
corded on the death certificate,
For purposes of subparagraph (A). if a State al-
lows the use of a number other than the social
security number, the State shall so advise any
applicants.

(b) CONFORMING AMENDMF.I.TTS. —Section
205(c) (2) (C) (42 U.S C. 405 (c) (2) (C)). as amended
by section 321(a) (9) of the Social Security Inde-
pendence and Program Improvements Act of
1994, is amended—

(I) in clause (i), by striking 'may require"
and inserting "shall require";

(2) in clause (ii), by inserting after the 1st sen-
tence the following: "In the administration of
any law involving the issuance of a marriage
certificate or license. each State shall require
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each party named in the certificate or license to
furnish to the State (or political subdivision
thereof), or any State agency having adminis-
trative responsibility for the law involved, the
social security number of the party.

(3) in clause (ii'), by inserting or marriage
certificate after Such numbers shall not be re-
corded on the birth certificate';

(4, in clause (vi), by striking 'may" and in-
serting 'hall ": and

(5,) by adding at the end the following new
clauses:

'(x) Ati agency of a State (or a political strb-
division thereol) charged with the administra -
tion of !ny law concerning the issuance or re-
newal of a license, certificate, permit, or other
authorization to engage in a profession, an oc-
cupation, or a commercial activity shall require
all applicants for issuance or renewal of the li-
cense, certificate, permit, or other authorization
to provide the applicant's social security number
to the agency for the purpose of administering
such laws, and for the purpose of responding to
requests for information from an agency opera t-
ingpur5uant to part D of title IV.

(xi) All divorce decrees, support orders, and
paternity determinations issued, and all parer-
nity acknowledgments made, in each State shall
include the social security number of each party
to the decree, order, determination, or ackncwl-
ecigement in the records relating to the matter,
for the purpose of responding to requests for in-
formatin from an agency operating pursuant to
part D f title IV.

CHAPTER 3—STREAMLINING AND
UNIFORMITY OF PROCEDURES

SEC. 7321. ADOPTION OF UNIFORM STATE LA WS.
Section 466 (42 U. S.C. 666) is amended by add-

ing at the end the following new subsection.
'(f)(J) In order to satisfy section 454 (20) (A) on

or after January 1, 1997. each State must have
in effect the Uniform Interstate Family Support
Act, as appioved by the National Conference of
Comsnjsioners on Uniform State Laws in Au-
gust 1992 (with the modifications and additions
specified in this subsection), and the procedures
required to implement such Act.

"(2) The State law enacted pursuant to para-
graph (1) may be applied to any case involving
an order which is established or modified in a
State and which is sought to be modified or en-
forced in another State.

(3) The State law enacted pursuant to para-
graph (1) of this subsection shall contain the
following provision in lieu of section 611(a) (1) of
the Uniform Interstate Family Support Act:

'(1) the following requirements are met:
'(I) the child, the individual obligee. and the

obLgcr—
(1) do not reside in the issuing State; and
'(U,) either reside in this State or are subject

to the jurisdiction of this State pursuant to sec-
tion 201; and

"(ii) in any case where another State is exer-
cising or seeks to exercise jurisdiction to modify
the order, the conditions of section 204 are met
to the same extent as required for proceedings to
establish orders: or'.

(4) The State law enacted pursuant to para-
graph W shall provide that, in any proceeding
subject to the law, process may be served (and
proved) upon persons in the State by any means
acceptable in any State which is the inidating
or responding State in the proceeding.
SEC. 7322. IMPROVEMENTS TO FULL FAITH AND

CREDIT FOR CHILI) SUPPORT OR.
DERS.

Section 17388 of title 28. United States Code,
is aiaended—

(1) in subsection (a)(2). by striking 'sub-
secton (e)" and inserting subsections (e). (I).
and (i)

(2) in subsection (b), by inserting after the 2nd
undesigna ted paragraph the following:

'child's home State' means the State in
which a child lived with a parent or a person
acting as parent for at least 6 consecutive
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months immediately preceding the time of filing
of a petition or comparable pleading for support
and, if a child is less than 6 months old, the
State in which the child lived from birth with
any of them. A period of temporary absence of
any of them is counted as part of the 6-month
period.'

(3) in subsection (c), by inserting by a court
ofaState"before 'ismade";

(4) in subsection (c) (I), by inserting 'and sub-
sections (e), (I), and g)" after "located":

(5) in subsection (d)—
(A) by inserting 'individual' before contest-

ant'; and
(B) by striking subsection (e)" and inserting

subsections (e) and (I)
(6) in subsection (e), by striking 'make a

modification of a child support order with re-
spect to a child that is made" and inserting
'modify a child support order issued";
(7) in subsection (e)(l), by inserting 'pursuant

to subsection (i)' before the semicolon,'
(8) in subsection (e)(2)—
(A) by inserting individual" before contest-

ant" each place such term appears; and
(B) by striking to that court's making the

modification and assuming' and inserting
'with the State of continuing, exclusive juris-

diction for a court of another State to modify
the order and assume";

(9) by redesignating subsections (I) and ) as
subsections ) and (h), respectively;

(10) by inserting after subsection (e) the fol-
lowing new subsection:

'(1) RECOGNITION OF CHILD SUPPORT OR-
DERS. —If I or more child support orders have
been issued in this or another State with regard
to an obligor and a child, a court shall apply
the following rules in determining which order
to recognize for purposes of continuing, exclu-
sive jurisdiction and enforcement:

'(I) If only I court has issued a child support
order, the order of that court must be recog-
nized.

(2) If 2 or more courts have issued child sup-
port orders for the same obligor and child, and
only I of the courts would have continuing, ex-
clusive jurisdiction under this section, the order
of that court must be recognized.

'(3) If2 or more courts have issued child sup-
port orders for the same obligor and child, and
more than I of the courts would have continu-
ing, exclusive jurisdiction under this section, an
order issued by a court in the current home
State of the child must be recognized, but if an
order has not been issued in the current home
State of the child, the order most recently issued
must be recognized.

(4) If 2 or more courts have issued child sup-
port orders for the same obligor and child, and
none of the courts would have continuing, ex-
clusive jurisdiction under this section, a court
may issue a child support order, which must be
recognized.

(5) The court that has issued an order recog-
nized under this subsection is the court having
continuing, exclusive jurisdiction.

(II) in subsection ) (as so redesignated)—
(A) by striking 'PRIOR" and inserting 'MODI-

FIED"; and
(B) by striking 'subsection (e)" and inserting

subsections (e) and (0
(12) in subsection (h) (as so redesignated)—
(A) in paragraph (2), by inserting 'including

the duration of current payments and other ob-
ligations of support" before the comma: and

(B) in paragraph (3), by inserting 'arrears
under" after enforce"; and

(13) by adding at the end the following new
subsection.'

'(i) REGIS TEA TION FOR MODIFICATION. —If
there is no individual contestant or child resid-
ing in the issuing State, the party or support en-
forcement agency seeking to modify, or to mod-
ify and enforce, a child support order issued in
another State shall register that order in a State
with jurisdiction over the nonmovant for the
purpose of modification.
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SEC. 7323. ADMINISTRATIVE ENFORCEMENT IN

INTERSTATE CASES.
Section 466(a) (42 U.S. C. 666(a)). as amended

by sections 7315 and 7317(a), is amended by add-
ingat the end the following new paragraph:

(14) Procedures under which—
(A)(i) the State shall respond within 5 busi-

ness days to a request made by another State to
enfoive a support order; and

(ii) the term 'business day' means a day on
which State offices are open for regular busi-
ness,

'(B) the State may, by electronic or other
means, transmit to another State a request for
assistance in a case involving the enforcement
of a support order, which request—

(i) shall include such information as will en-
able the State to which the request is transmit-
ted to compare the information about the case to
the information in the data bases of the State:
and

"(ii) shall constitute a certification by the re-
questing State—

"(I) of the amount of support under the order
the payment of which is in arrears: and

'(II) that the requesting State has complied
with all procedural due process requirements
applicable to the case;

"(C) if the State provides assistance to an-
other State pursuant to this paragraph with re-
spect to a case, neither State shall consider the
case to be transferred to the caseload of such
other State; and

"(D) the State shall maintain records of—
'(i) the number of such requests for assistance

received by the State:
"(ii) the number of cases for which the State

collected support in response to such a request;
and

"(iii) the amount of such collected support.
SEC. 7324. USE OF FORMS IN INTERSTATE EN.

FORCEMENT.
(a) PROMULGATION—Section 452(a) (42 U.S.C.

652(a)) is amended—
(1) by striking 'and" at the end of paragraph

(9);
(2) by striking the period at the end of para-

graph (10) and inserting '; and": and
(3) by adding at the end the following new

paragraph:
'(11) not later than 60 days after the date of

the enactment of the Balance Budget Reconcili-
ation Act of 1995. establish an advisory commit-
tee, which shall include State directors of pro-
grams under this part, and not later than June
30, 1996, after consultation with the advisory
committee, promulgate forms to be used by
States in interstate cases for-.-

(A) collection of child support through in-
come withholding;

"(B) imposition of liens; and
'(C) administrative subpoenas.

(b) USE BY STATES—Section 454(9) (42 U.S.C.
654(9)) is amended—

(1) by striking 'and" at the end of subpara-
graph (C);

(2) by inserting 'and' at the end of subpara-
graph (D); and

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

(E) no later than October 1, 19%, in using
the forms promulgated pursuant to section
452(a) (1 1) for income withholding. imposition of
liens, and issuance of administrative subpoenas
in interstate child support cases:
SEC. 7325, STATE L4 WS PROVIDING EXPEDITED

PROCEDURES.
(a) STATE LAW REQUIREMEI'rTS.—Section 466

(42 U.S. C. 666). as amended by section 7314. is
amended—

(1) in subsection (a) (2), by striking the 1st sen-
tence and inserting the following: 'Expedited
administrative and judicial procedures (includ-
ing the procedures specified in subsection (c))
for establishing paternity and for establishing,
modifying, and enforcing support obligations.
and

(2) by inserting after subsection (b) the follow-
ing new subsection:



October 30, 1995
(c) The procedures specified in this sub-

section are the following:
(1) Procedures which give the State agency

the authority to take the following actions relat-
ing to establishment or enforcement of support
orders, without the necessity of obtaining an
order from any other judicial or administrative
tribunal, and to recognize and enforce the au-
thority of State agencies of other States) to take
the following actions:

"(A) To order genetic testing for the purpose
of paternity establishment as provided in section
466(a) (5).

'(B) To subpoena any financial or other in-
formation needed to establish, modify, or en-
force a support order, and to impose penalties
for failure to respond to such a subpoena.

(C) To require all entities in the State (in-
cluding for-profit, nonprofit. and governmental
employers) to provide promptly, in response to a
request by the State agency of that or any other
State administering a program under this part.
information on the employment, compensation.
and benefits of any individual employed by such
entity as an employee or contractor, and to
sanction failure to respond to any such request.

'(D) To obtain access, subject to safeguards
on privacy and information security, to the fol-
lowing records (including automated access, in
the case of records maintained in automated
data bases):

'(i) Records of other State and local govern-
ment agencies. including—

'(I) vital statistics (including records of mar-
riage, birth, and divorce);

(if) State and local tax and revenue records
(including information on residence address.
employer, income and assets);

'(III) records concerning real and titled per-
sonal property;

'(IV) records of occupational and professional
liienses, and records concerning the ownership
and control of corporations, partnerships, and
other business entities;

'(1'2 employment security records;
'(VI) records of agencies administering public

assistance programs;
'(VII) records of the motor vehicle depart-

ment; and
'(VIII) corrections records.
'(ii) Certain records held by private entities.

including—
'(I) Customer records of public utilities and

cable television companies: and
'(II) information (including information on

assets and liabilities) on individuals who owe or
are owed support (or against or with respect to
whom a support obligation is sought) held by fi-
nancial institutions (subject to limitations on li-
ability of such entities arising from affording
such access), as provided pursuant to agree-
ments described in subsection (a) (18)

'(E) In cases where support is subject to an
assignment in order to comply with a require-
ment imposed pursuant to part A or section
2136. or to a requirement to pay through the
State disbursement unit established pursuant to
section 454B, upon providing notice to obligor
and obligee. to direct the obligor or other payor
to change the payee to the appropriate govern-
ment entity.

(F) To order income withholding in accord-
ance with subsections (a) (I) and (b) of section
466.

'(C) In cases in which there is a support ar-
real-age. to secure assets to satisfy the arrearage
by—

'(I) intercepting or seizing periodic or lump-
sum payments from—

"(I) a State or local agency. including unem-
ployment compensation. workers compensation.
and other benefits; and

(II) judgments, settlements, and lotteries;
(ii) attaching and seizing assets of the obli-

gor held in financial institutions:
'(iii) attaching public and private retirement

funds; and
'(iv) imposing liens in accordance with sub-

section (a) (4) and, in appropriate cases, to force
sale of property and distribution of proceeds.
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'(H) For the purpose of securing overdue sup-

port. to increase the amount of monthly support ties.
payments to include amounts for arrearages,
subject to such cohditions or limitations as the
State may provide.
Such procedures shall be subject to due process
safeguards. including (as appropriate) require-
ments for notice, opportunity to contest the ac-
tion. and opportunity for an appeal on the
record to an independent administrative orjudi-
cial tribunal.

"(2) The expedited procedures required under
subsection (a)(2) shall include the following
rules and authority, applicable with respect to
all proceedings to establish paternity or to es-
tablish, modify. or enforce support orders:

(A) Procedures under which—
(1) each party to any paternity or child sup-

port proceeding is required (subject to privacy
safeguards) to file with the tribunal and the
State case registry upon entry of an order, and
to update as appropriate, information on loca-
tion and identity of the party. including social
security number, residential and mailing ad-
dresses. telephone number, driver's license num-
ber, and name, address, and name and tele-
phone number of employer; and

'(ii) in any subsequent child support enforce-
ment action between the parties. upon sufficient
showing that diligent effort has been made to
ascertain the location of such a party, the tribu-
nal may deem State due process requirements for
notice and service of process to be met with re-
spect to the party, upon delivery of written no-
tice to the most recent residential or employer
address filed with the tribunal pursuant to
clause (i).

"(B) Procedures under which—
'(i) the State agency and any administrative

orjudicial tribunal with authority to hear child
support and paternity cases exerts statewideju-
nsdiction over the parties; and

'(ii) in a State in which orders are issued by
courts or administrative tribunals, a case may
be transferred between local jurisdictions in the
State without need for any additional filing by
the petitioner, or sen/ice of process upon the re-
spondent, to retain jurisdiction over the par-
ties..

(b) AUTOMATION OF STATE AGENCY FUNC-
TIONS.—Section 454A, as added by section
7344 (a) (2) and as amended by sections 7311 and
7312(c). is amended by adding at the end the fol-
lowing new subsection:

(h) EXPEDITED ADMINISTRATIVE PROCE-
DURES—The automated system required by this
section shall be used, to the maximum extent
feasible, to implement the expedited administra-
tive procedures required by section 466(c).
CHAPTER 4—PATERNITY ESTABLISHMEiVI
SEC. 7331 STAlE LAWS CONCERNING PATERNITY

ESTABLISHMENT
(a) STATE LAWS REQUIRED—Section 466(a) (5)

(42 U.S.C. 666(a) (5)) is amended to read as fol-
lows:

(5) (A)(i') Procedures which permit the estab-
lishment of the paternity of a child at any time
before the child attains 21 years of age.

'(ii,) As ofAugust 16. 1984. clause (i,) shall also
apply to a child for whom paternity has not
been established or for whom a paternity action
was brought but dismissed because a statute of
limitations of less than 21 years was tha in ef-
fece in the State.

(B)(i) Procedures under which the State is
required, in a contested paternity case. unless
otherwise barred by State law, to require the
child and all other parties (other than individ-
uals found under section 454(29) to have good
cause for refusing to cooperate) to submit to ge-
netic tests upon the request of any such party if
the request is supported by a sm statement
by the party—

(1) alleging paternity, and setting forth facts
establishing a reasonable possibility of the req-
uisite sexual contact between the parties; or

(II) denying paternity, and setting forth
facts establishing a reasonable possibility of the
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nonexistence of sexual contact between the par-

"(ii) Procedures which require the State agen-
cy in any case in which the agency orders ge-
netic testing—

"7) to pay costs of such tests, subject to
recoupment (where the State so elects) from the
alleged father if paternity is established: and

"(II) to obtain additional testing in any case
where an original test result is contested, upon
request and advance payment by the contestant.

'(C) (1) Procedures for a simple civil process
for voluntarily acknowledging paternity under
which the State must provide that, before a
mother and a putative father can sign an ac-
knowledgment of paternity the mother and the
putative father must be given notice orally and
in writing, of the alternatives to. the legal con-
sequences of, and the rights (including, if I par-
ent is a minor. any rights afforded due to minor-
ity status) and responsibilities that arise from,
signing the acknowledgment.

'(ii) Such procedures must include a hospital-
based program for the voluntary acknowledg-
ment of paternity focusing on the period imme-
diately before or after the birth of a child, sub-
ject to such good cause and other exceptions as
the State shall establish and taking into ac-
count the best interests of the child.

"(iii)(I) Such procedures must require the
State agency responsible for maintaining birth
records to offer voluntary paternity establish-
ment services.

"(II)(aa) The Secretary shall prescribe regula-
tions governing voluntary paternity establish-
ment services offered by hospitals and birth
record agencies.

'(bb) The Secretary shall prescribe regula-
tions specifying the types of other entities that
may offer voluntary paternity establishment
services, and governing the provision of such
services, which shall include a requirement that
such an entity must use the same notice provi-
sions used by. use the same materials used by.
provide the personnel providing such services
with the same training provided by. and evalu-
ate the provision of such services in the same
manner as the provision of such services is eval-
uated by. voluntary paternity establishment
programs of hospitals and birth record agencies.

"(iv) Such procedures must require the State
to develop and use an affidavit for the vol-
untary acknowledgment of paternity which in-
cludes the minimum requirements of the affida-
vit developed by the Secretary under section
452(a) (7) for the voluntary acknowledgment of
paternity, and to give full faith and credit to
such an affidavit signed in any other State ac-
cording to its procedures.

'(D)(i) Procedures under which the name of
the father shall be included on the record of
birth of the child only—

'(I) if the father and mother have signed a
voluntary acknowledgment of paternity: or

"(II) pursuant to an order issued in a judicial
or administrative proceeding.
Nothing in this clause shall preclude a State
agency from obtaining an admission of pater-
nity from the father for submission in a judicial
or administrative proceeding. or prohibit an
order issued in a judicial or administrative pro-
ceeding which bases a legal finding of paternity
on an admission of paternity by the father and
any other additional showing required by State
law.

"(ii) Procedures under which—
'(I) a voluntary acknowledgment of paternity

is considered a legal finding of paternity. sub-
ject to the right of any signatory to rescind the
acknowledgment within 60 days:

"(II) after the 60-day period referred to in
subcla use (I), a signed voluntary acknowledg-
ment of paternity may be challenged in court
only on the basis of fraud, duress. or material
mistake of fact. with the burden of proof upon
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th challenger, and under which the legal re-
spnsibilities (including child support obhga-
ticns) of any signatory arising from the ac-
kr.owledgment may not be suspended during the
challenge. except for good cause shown; and

(III) judicial or administrative proceedings
ar not required or permitted to ratify an Un-
cl7alknged acknowledgment of paternity.

(E) Procedures under which judicial or 9d-
mJnistrative proceedings are not required or per-
in tted to ratify an unchallenged acknowledg-
in nt of paternity.

(F) Procedures—
(i) requinng the admission into evidence, for

purposes of establishing paternity, of the results
oiany genetic test that is—

(I) of a type generally acknowledged as reli-
ale by accreditation bodies designated by the
Scretaiy: and

(II) performed by a laboratory approved by
such an accreditation body;

'(ii) requiring an objection to genetic testing
rsults to be made in writing not later than a
s,ecified number of days before any hearing at
which the results may be introduced into evi-
cence (or, at State option, not later than a spec-
i/led number of days after receipt of the results);
nd

'(iii) making the test results admissible as evi-
dence of paternity without the need for founda-
'ion testimony or other proof of authenticity or
accuracy, unless objection is made.

'(C) Procedures which create a rebuttable or,
at the option of the State, conclusive presrimp-
ion of paternity upon genetic testing results in-
iicating a threshold probability that the alleged
Father is the father of the child.

'(H) Procedures requiring a default order to
'e entered in a paternity case upon a showing
7f service of process on the defendant and any
9dditional showing required by State law.

'02 Procedures providing that the partks to
an action to establish paternity are not entided
to a trial byjury.

(f) Procedures which require that a tem-
polar)' order be issued, upon motion by a party,
requlnng the provision of child support pending
an administrative or judicial determination of
parentage, where there is clear and convincing
evidence of paternity (on the basis of genetic
tests or other evidence).

'(K) Procedures under which bills for preg-
nancy, childbirth, and genetic testing are ad-
missible as evidence without requiring third-
party foundation testimony, and shall con-
stitute prima facie evidence of amounts incurred
for such services or for testing on behalf of the
child.

'(L) Procedures ensuring that the putative fa-
ther has a reasonable opportunity to initiate a
paternity action.

'(M) Procedures under which voluntary ac-
knowledgments and adjudications of paternity
byjtdicial or administrative processes are fIled
with the State registry of birth records for com-
parison with information in the State case reg-
istly,

(b) NATIONAL PATERNITY ACKNOWLEDGMENT
AFFIDA Vii', —Section 452(a) (7) (42 U.S. C.
652(a)(7)) is amended by inserting ". and de-
velop an affidavit to be used for the voluntary
acknowledgment of paternity which shall in-
clud the social security number of each parent
before the semicolon.

(c) TECHNICAL AMENDMENT. —Section 468 (42
U.S.C. 668) is amended by striking "a simple
civil process for voluntarily acknowledging pa-
tern ity and".
SEC. 7332. OUTREACH FOR VOLUNTARY PATER-

NITY ESTABLISHMENT,
Section 454(23) (42 U.S.C. 654(23)) is mended

by inserting and will publicize the availability
and encourage the use of procedures for vol-
untary establishment of paternity and child
support by means the State deems appropriate
before the semicolon,
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SEC. 7333. COOPERA TION BY APPLICANTS FOR

AND RECIPIENTS OF TEMPORARY
FAMILY ASSISTANCE.

Section 454 (42 U.S. C. 654). as amended by sec-
tions 7301(b), 7304(a), 7312(a). and 7313(a). is
amended—

(1) by striking 'and at the end of paragraph
(27);

(2) by striking the period at the end of para-
graph (28) and inserting '; and'; and

(3) by inserting after paragraph (28) the fol-
lowing new paragraph:

'(29) provide that the State agency respon-
sible for administenng the State plan—

"(A) shall make the determination (and rede-
termination at appropnate intervals) as to
whether an individual who has applied for or is
receiving assistance under the State program
funded under part A or the State program under
title XXI is cooperating in good faith with the
State in establishing the paternity o. or in es-
tablishing, modifying, or enforcing a support
order for, any child of the individual by provid-
ing the State agency with the name of; and such
other information as the State agency may re-
quire with respect to. the noncustodial parent of
the child, subject to such good cause and other
exceptions as the State shall establish and tak-
ing into account the best interests of the child;

'(B) shall require the individual to supply ad-
ditional necessary information and appear at
interviews, hearings, and legal proceedings;

'(C) shall require the individual and the child
to submit to genetic tests pursuant to judicial or
administrative order; and

'(D) shall promptly notify the individual and
the State agency administering the State pro-
gram funded underpart A and the State agency
administering the State program under title XXI
of each such determination, and if
noncooperation is determined, the basis there-
fore.
CHAPTER 5—PROGPIMADMINISTIZ4TJON

AND FUNDING
SEC. 7341. PERFORMANCE-BASED INCENTIVES

AND PENAL TIES.
(a) INCENTIVE PA YMEI'JTS. —
(1) IN GENERAL. —Section 458 (42 U. S. C, 658) is

amended—
(A) in subsection (a), by stnking 'aid to fami-

lies" and all through the end period. and insert-
ing 'assistance under a program funded under
part A, and regardless of the economic cir-
cumstances of their parents. the Secretary shall,
from the support collected which would other-
wise represent the reimbursement to the Federal
government under section 457. pay to each State
for each fiscal year. on a quarterly basis (as de-
scribed in subsection (e)) beginning with the
quarter commencing October 1, 1999. an incen-
tive payment in an amount determined under
subsections (b) and (c).

(B) by striking subsections (b)and (c) and in-
serting the following

''b)(l) Not later than 60 days after the date of
the enactment of the Balanced Budget Rec-
onciliation Act of 1995, the Secretary shall es-
tablish a committee which shall include State di-
rectors of programs under this part and which
shall develop for the Secretary's appmval a for-
mula for the distribution of incentive payments
to the States.

(2) The formula developed and approved
under paragraph (1)—

"(A) shall result in a percentage of the collec-
tions described in subsection (a) being distrib-
uted to each State based on the States compara-
tive performance in the following areas and any
other areas approved by the Secretary under
this subsection:

(i) The IV-D paternity establishment per-
centage, as defined in section 452(g) (2).

'(ii) The percentage of cases with a support
order with respect to which services are being
provided under the State plan approved under
this part.

(iii) The percentage of cases with a support
order in which child support is paid with respect
to which services are being so provided.
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(iv) In cases receiving services under the

State plan approved under this part, the
amount of child support collected compared to
the amount of outstanding child support owed.

(v) The cost-effectiveness of the State pro-
gram;

(B) shall take into consideration—
(i) the impact that incentives can have on re-

ducing the need to provide public assistance and
on permanently removing families from public
assistance;

'(ii) the need to balance accuracy and fair-
ness with simplicity of understanding and data
gathering;

'(iii) the need to reward performance which
improves short- and long-term program Out-
comes. especially establishing paternity and
support orders and encouraging the timely pay-
ment of support;

'(iv) the Statewide paternity establishment
pelcentage;

fr) baseline data on current performance
and projected costs of performance increases to
assure that top performing States can actually
achieve the top incentive levels with a reason-
able resource investment;

'(vi) performance outcomes which would war-
rant an increase in the total incentive payments
made to the States,' and

'(vii) the use or distribution of any portion of
the total incentive payments in excess of the
total of the payments which may be distributed
under subsection (c),

'(C) shall be determined so as to distribute to
the States total incentive payments equal to the
total incentive payments for all States in fiscal
year 1994, plus a portion of any increase in the
reimbursement to the Federal Government under
section 457 fmm fiscal year 1999 or any other in-
crease based on other performance outcomes ap-
proved by the Secretary under this subsection:

"(D) shall use a definition of the tenn State'
which does not include any area within theju-
risdiction of an Indian tribal government; and

"(E) shall use a definition of the term State-
wide paternity establishment percentage' to
mean with respect to a State and a fiscal year—

(i) the total number of children in the State
who were born out of wedlock, who have not at-
tained 1 year of age and for whom paternity is
established or acknowledged during the fiscal
year: divided by

'(ii) the total number of children born out of
wedlock in the State during the fiscal year.

'(c) The total amount of the incentives pay-
ment made by the Secretary to a State in a fiscal
year shall not exceed 90 percent of the total
amounts expended by such State during such
year for the operation of the plan approved
under section 454, less payments to the State
pursuant to section 455 for such year.

(2) in subsection (d), by striking ', and any
amounts" through 'shall be excluded'.

(b) PA YMENTS TO POLITICAL SuBDIVISIONS. —
Section 454(22) (42 U.S.C. 654 (22)) is amended by
inserting before the semicolon the following:
but a political subdivision shall not be entitled
to receive, and the State may retain, any
amount in excess of the amount the political
subdivision expends on the State program under
this part. less the amount equal to the percent-
age of that expenditure paid by the Secretary
under section 455".

(c) CALCUL4TION OF IV-D PATERNrrY EsTAB-
LISHMENT PERCENTAGE.—

(1) Section 452(g)(l) (42 U.S.C. 652(g)(l)) is
amended—

(A) in the matter preceding subparagraph (A)
by inserting 'its overall performance in child
support enforcement is satisfactory (as defined
in section 458(b) and regulations of the Sec-
retary), and' after '1994. ",' and

(B) in each of subparagraphs (A) and (B), by
striking "75" and inserting "90".

(2) Section 452(g)(2)(A) (42 U.S.C. 652 (g) (2) (A))
is amended in the matter preceding clause (i)—

(A) by striking 'paternity establishment per-
centage" and inserting "IV-D paternity estab-
lishment percentageS '.' and
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(B) by striking (or all States, as the case may

be).
(3) Section 452(g)(3) (42 U.S.C. 652(g)('3)) is

amended—
(A) by striking subparagraph (A) and redesig.

nating subparagraphs (B) and (C) as subpara..
graphs (A) and (B), respectively;

(B) in subparagraph (A) (as so redesignated).
by striking 'the percentage of children born
out-of-wedlock in a State' and inserting "the
percentage of children in a State who are born
Out of wedlock or for whom support has not
been established': and

(C) in subparagraph (B) (as so redesignated)—
(i) by inserting 'and overall performance in

child support enforcement' after 'paternity es-
tablishment percentages": and

(ii) by inserting 'and securing support" be-
fore the period,

(d) EFFECTIVE DATES.—
(1) INCENTIVE ADJUSTMENTS —
(A) IN GENERAL—The amendments made by

subsections (a) and (b) shall become effective on
the date of the enactment of this Act, except to
the extent provided in subparagraph (B).

(B) EXCEPTIOW. —Section 458 of the Social Se-
curity Act, as in effect before the date of the en-
actment of this section. shall be effective for
purposes of incentive payments to States for fis-
cal years before fiscal year 2000.

(2) PENALTY REDUCTIONS—The amendments
made by subsection (c) shall become effective
with respect to calendar quarters beginning on
and after the date of the enactment of this Act.
SEC. 7342. FEDERAL AND STATE REVIEWS AND

A UDJ7'S.

(a) STATE 4GENCY ACTIVITIES. —Section 454 (42
U.S.C. 654) is amended—

(I) in paragraph (14), by striking '(14)" and
inserting "(14)(A)

(2) by redesignating paragraph (15) as sub-
paragraph (B) of paragraph (14): and

(3) by inserting after paragraph (14) the fol-
lowing new paragraph

'(15) provide for—
'(A) a process for annual reviews of and re-

ports to the Secretary on the State program op-
erated under the State plan approved under this
part. including such information as may be nec-
essary to measure State compliance with Federal
requirements for expedited procedures, using
such standards and procedures as are required
by the Secretary, under which the State agency
will determine the extent to which the program
is operated in compliance with this part; and

'(B) a process of extracting from the auto-
mated data processing system required by para-
graph (16) and transmitting to the Secretary
data and calculations concerning the levels of
accomplishment (and rat of improvement) with
respect to applicable performance indicators (in-
cluding IV-D paternity establishment percent-
ages and overall performance in child support
enforcement) to the extent necessary for pur-
poses of sections 452(g) and 458.

(b) FEDE,IRAL ACTIVITIES—Section 452(a)(4) (42
U.S.C. 652(a) (4)) is amended to read as follows:

'(4)(A) review data and calculations transmit-
ted by State agencies pursuant to section
454 (1 5) (B) on State program accomplishments
with respect to performance indicators for pur-
poses of subsection (g) of this section and sec-
tion 458:

"(B) review annual reports submitted pursu-
ant to section 454(15)(A) and, as appropriate.
provide to the State comments, recommendations
for additional or alternative corrective actions.
and technical assistance; and

'(C) conduct audits, in accordance with the
Government auditing standards of the Comp-
troller General of the United States—

'(i) at least once every 3 years (or more fre-
quently, in the case of a State which fails to
meet the requirements of this part concerning
performance standards and reliability of pro-
gram data) to assess the completeness. reliabil-
ity. and security of the data, and the accuracy
of the reporting systems, used in calculating
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performance indicators under subsection (g) of
this section and section 458;

'(ii) of the adequacy of financial management
of the State program operated under the State
plan approved under this part. including assess-
ments of—

'(I) whether Federal and other funds made
available to carry Out the State program are
being appropriately expended, and are properly
and fully accounted for; and

('II) whether collections and disbursements of
support payments are carried out correctly and
are fully accounted for; and

(iii) for such other purposes as the Secretary
may find necessary;'.

(c) EFFECTIVE DATE—The amendments made
by this section shall be effective with respect to
calendar quarters beginning 12 months or more
after the date of the enactment of this Act.
SEC. 7343. REQUIRED REPORTING PROCEDURES.

(a) ESTLISHMENT. —Section 452(a) (5) (42
U.S.C. 652(a) (5)) is amended by inserting . and
establish procedures to be followed by States for
collecting and reporting information required to
be provided under this part. and establish uni-
form definitions (including those necessary to
enable the measurement of State compliance
with the requirements of this part relating to ex-
pedited proccsses) to be applied in following
such procedures ' before the semicolon,

(b) STATE PLAJV REQUIREMENT—Section 454
(42 U.S. C. 654). as amended by sections 7301(b).
7304(a), 7312(a). 7313(a). and 7333. is amended—

(1) by striking "and' at the end of paragraph
(28):

(2) by striking the period at the end of para-
graph (29) and inserting '; and ':and

(3) by adding after paragraph (29) the follow-
ing new paragraph:

'(30) provide that the State shall use the defi-
nitions established under section 452(a)(5) in
collecting and reporting information as required
under this part.
SEC. 7344. A (JTOMA TE.D DATA PROCESSING RE-

QUIREMENTS.
(a) REVISED REQUIREMENTS. —
(1) IN GENERAL—Section 454(16) (42 U.S.C.

654(1 6)) is amended—
(A) by striking '. at the option of the State.'
(B) by inserting 'and operation by the State

agency" after "for the establishment';
(C) by inserting "meeting the requirements of

section 454A" after 'information retrieval sys-
tem',

(D) by striking 'in the State and localities
thereof; so as (A) 'and inserting "so as':

(E) by striking (i)'.' and
(F) by striking (including" and all that fol-

lows and inserting a semicolon.
(2) AUTOMATED DATA PROCESSING—Part D of

title IV (42 U.S.C. 651—669) is amended by insert-
ing after section 454 the following new section:
'SEC. 454A. AUTOMATED DATA PROCESSING.

'(a) IN GENERAL. —In order for a State to meet
the requirements of this section, the State agen-
cy administering the State program under this
part shall have in operation a single statewide
automated data processing and information re-
trieval system which has the capability to per-
form the tasks specified in this section with the
frequency and in the manner required by or
under this part.

'(b) PROGRAM MANAGEMENT—The automated
system required by this section shall perform
such functions as the Secretary may specify re-
lating to management of the State program
under this part. including—

"(I) controlling and accounting for use of
Federal, State, and local funds in carrying out
the program: and

(2) maintaining the data necessary to meet
Federal reporting requirements under this part
on a timely basis.

'(c) CAL CULA TION OF PERFORMNVCE INDICA-
TORS.—In order to enable the Secretary to deter-
mine the incentive and penalty adjustments re-
quired by sections 452(g) and 458. the State
agency shall—
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'(1) use the automated system—
"(A) to maintain the requisite data on State

performance with respect to paternity establish-
ment and child support enforcement in the
State: and

'(B) to calculate the IV-D paternity estab-
lishment percentage and overall performance in
child support enforcement for the State for each
fiscal year; and

'(2) have in place systems controls to ensure
the completeness and reliability of; and ready
access to. the data described in paragraph
(l)(A), and the accuracy of the calculations de-
scribed in paragraph (1)(B).

'(d) INFORMATION IATEGRJTY AND SECURITY. —
The State agency shall have in effect safeguards
on the integrity. accuracy. and completeness of;
access to, and use of data in the automated sys-
tem required by this section, which shall indude
the following (in addition to such other safe-
guards as the Secretary may specify in regula-
tions):

(1) POLICIES RESTRiCTING ACCESS—Written
policies concerning access to data by State agen-
cy personnel, and sharing of data with other
persons. which—

'(A) permit access to and use of data only to
the extent necessary to carry Out the State pro-
gram under this part; and

"(B) specify the data which may be used for
particular program purposes. and the personnel
permitted access to such data.

(2) SYSTEMS CONTROLS. —Systems controls
(such as passwords or blacking of fields) to en-
sure strict adherence to the policies described in
paragraph (I).

"(3) MONITOPJNG OF ACCESS.—Routinemon-
itoring of access to and use of the automated
system, through methods such as audit trails
and feedback mechanisms, to guard against and
promptly identify unauthorized access or use.

"(4) TRAINING AND INFORMATION. —Procedures
to ensure that all personnel (including State
and local agency staff and contractors) who
may have access to or be required to use con-
fidential program data are informed of applica-
ble requirements and penalties (including those
in section 6103 of the Internal Revenue Code of
1986), and are adequately trained in security
procedures.

(5) PENALTIES—Administrative penalties (up
to and including dismissal from employment) for
unauthorized access to. or disclosure or use of,
confidential data.

(3) REGULATIONS. —The Secretary of Health
and Human Services shall prescribe final regula-
tions for implementation of section 454A of the
Social Security Act not later than 2 years after
the date of the enactment of this Act.

(4) IMPLEMENTATION TIMETABLE. —Section
454(24) (42 U.S.C. 654(24)), as amended by sec-
tions 7304(a) (2) and 7312(a)(1), is amended to
read as follows:

"(24) provide that the State will have in effect
an automated data processing and information
retrieval system—

"(A) by October 1, 1997. which meets all re-
quirements of this part which were enacted on
or before the date of enactment of the Family
Support Act of 1988: and

"(B) by October 1. 1999. which meets all re-
quirements of this part enacted on or before the
date of the enactment of the Balanced Budget
Reconciliation Act of 1995, except that such
deadline shall be extended by 1 day for each day
(if any) by which the Secretary fails to meet the
deadline imposed by section 7344(a)(3) of the
Balanced Budget Reconciliation Act of 1995.

(b) SPECIAL FEDERAL MATCHING RATE FOR DE-
VELOPMENT COSTS OF AUTOMA TED SYSTEMS. —

(1) IN GENERAL. —Section 455(a) (42 U.S. C.
655(a)) is amended—

(A) in paragraph (1)(B)—
(i) by striking '% peent"and inserting 'the

percent specified in paragraph (3)
(ii') by striking 'so much of and
(iii) by striking "which the Secretary" and all

that follows and inserting ". and": and
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(B) by adding at the end the following new

paragraph:
'(3) (A) The Secretary shall pay to each Stae,

fa- each quarter in fiscal years 1996 and l99Z 90
percent of so much of the State expenditures de-
scibed in paragraph (l)(B) as the Secretary
finds an for a system meeting the requirements
specified in section 454(16) (as in effect on the
dIy before the date of the enactment of the Bal-
anced Budget Reconciliation Act of 1995,,), but
liniited to the amount approved for States in the
advance planning documents of such States sub-
mitted on or before May 1. 1995.

'(B)(i) The Secretary shall pay to each State.
for each quarter in fiscal years 1997 through
2001, th percentage specified in clause (ii) of so
iz uch of the State expenditures described in
paragraph (l)(B) as the Secretary finds are for
a system meeting the requirements of sections
454(16) and 454A.

(ii) The percentage specified in this clause is
the greeter of—

(I) 80 percent. or
'(II) the percentage otherwise applicable to

Federal payments to the State under subpara-
graph (A) (as adjusted pursuant to section
458).

(2) TEMPORARY LIMITATION ON PA}I4ENTS
UNDER SPECIAL FEDERAL MATCHING R4 TE. —

(A) iv GENERAL—The Secretary of Health and
human Services may not pay more than
260.000.0O0 in the aggregate under section
155(a) (3) of the Social Security Act for fiscal

years 1996. 1997. 1998. 1999. and 2000.
(B) ALLOCATION OF LIMITATION AMONG

:,'TA TES. — The total amount payable to a State
jnder section 455(a)(3) of such Act for fiscal
years 1996. 1997. 1998, 1999, and 2000 shall not
xceed the limitation determined for the State by
the Secretary of Health and Human Services in
regulations.

(C) ALLOCATION FORMULA—The regulations
referred to in subparagraph (B) shall prescnbe a
formula for allocating the amount specified in
subparagraph (A) among States with plans ap-
proved under part D of title IV of the Social Se-
curity Act, which shall take into account—

(i) the relative size of State caseloads under
such part; and

(ii) the level of automation needed to meet the
automated data processing requirements of such
part.

(c) CONFORMING AMENDMENT. —Section 123(c)
of the Family Support Act of 1988 (102 Stat.
2352: Public Law 100-485) is repealed.
SEC. 7345. TECHNICAL ASSISTANCE.

(a) FOR TRAINING OF FEDERAL AND STATE
STAF RESEARCH AND DEMONSTRATION PRO-
GRAMS. AND SPECIAL PROJEcTh OF REGIONAL OR
NATIONAL SIGNIFICANCE—Section 452 (42 U.S.C.
652) is amended by adding at the end the IblIow-
ing new subsection.'

() Out of any money in the Treasury of the
United States not otherwise appropriated, there
is hereby appropriated to the Secretary for each
fiscal year an amount equal to 1 percent of the
total amount paid to the Federal Government
pursuant to section 457(a) during the imme-
diately preceding fiscal year (as determined on
the basis of the most recent reliable data a vail-
able to the Secretary as of the end of the 3rd
calendar quarter following the end of such pre-
cedi7g fiscal year). to cover costs incurred by
the Secretary for—

(1) information dissemination and technical
assi;tance to States, training of State and Fed-
eral staff staffing studies, and related activities
needed to improve programs under this part (in-
cluding technical assistance concerning State
automated systems required by this part); and

(2) research, demonstration, and special
projects of regional or national significance re-
lating to the operation of State programs under
this part.

(1') OPERATION OF FEDERAL PARENT LOCATOR
SERVICE—Section 453 (42 U.S.C. 653). as amend-
ed by section 7316(0, is amended by adding at
the end the following new subsection:
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(n) Out of any money in the Treasury of the

United States not otherwise appropna ted, there
is hereby appropriated to the Secretary for each
fiscal year an amount equal to 2 percent of the
total amount paid to the Federal Government
pursuant to section 457(a) during the imme-
diately preceding fiscal year (as determined on
the basis of the most recent reliable data a vail-
able to the Secretary as of the end of the 3rd
calendar quarter following the end of such pre-
ceding fiscal year), to cover costs incurred by
the Secretary for operation of the Federal Par-
ent Locator Service under this section. to the ex-
tent such costs are not recovered through user
fees.
SEC. 7346. REPORTS AND DATA COLLECTION BY

THE SECRETARY.
(a) ANNUAL REPORT TO CONGRESS. —
(I) Section 452(a) (l0)(A) (42 U.S.C.

652(a) (10) (A)) is amended—
(A) by striking this part:" and inserting

this part, including—"; and
(B) by adding at the end the following new

clauses:
(i) the total amount of child support pay-

ments collected as a result of services furnished
during the fiscal year to individuals receiving
services under this part:

'(ii) the cost to the States and to the Federal
Government of so furnishing the services.' and

(iii) the number of cases involving families—
'(I) who became ineligible for assistance

under State programs funded underpart A dur-
ing a month in the fiscal year; and

'(II) with respect to whom a child support
payment was received in the month:".

(2) Section 452 (a) (1 0) (C) (42 U.S.C.
652 (a) (1 0) (C)) is amended—

(A) in the matter preceding clause (i)---
(I) by striking 'with the data required under

each clause being separately stated for cases"
and inserting 'separately stated for (I) cases":

(ii) by striking 'cases where the child was for-
merly receiving" and inserting "or formerly re-
ceived'

(iii) by inserting "or 2136" after '471(a)(17)":
and

(iv) by inserting (2) "before 'all other";
(B) in each of clauses (i) and (ii), by striking
and the total amount of such obligations";
(C) in clause (iii), by striking described in"

and all that follows and inserting in which
support was collected during the fiscal year:

(D) by striking clause (iv); and
(E) by redesignating clause (v) as clause (vii),

and inserting after clause (iii) the following new
clauses:

(iv) the total amount of support collected
during such fiscal year and distributed as cur-
rent support;

(v) the total amount of support collected dur-
ing such fiscal year and distributed as arrear-
ages;

(vi) the total amount of support due and un-
paid for all fiscal years; and".

(3) Section 452 (a) (1 0) (G) (42 U.S. C.
652(a)(l0)(G)) is amended by striking on the
use of Federal courts and'.

(4) Section 452(a) (10) (42 U.S.C. 652(a) (10)) is
amended—

(A) in subparagraph (H). by striking and":
(B) in subparagraph (I). by striking the period

and inserting and"; and
(C) by inserting after subparagraph (I) the

following new subparagraph;
'(f) compliance, by State, with the standards

established pursuant to subsections (h) and
(i).

(5) Section 452(a)(l0) (42 U.S.C. 652(a) (10)) is
amended by striking all that follows subpara-
graph (J), as added by paragraph (4).

(b) EFFECTIVE DATE—The amendments made
by subsection (a) shall be effective with respect
to fiscal year 1996 and succeeding fiscal years.

CHAPTER 6—ESTABLISHMENT AND
MODIFICATION OF SUPPORT ORDERS

SEC. 7351. NATIONAL CHILD SUPPORT GUIDE-
LINES COMMISSION.

(a) ESTABLISHMENT. —There is hereby estab-
lished a commission to be known as the National
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Child Support Guidelines Commission (in this
section referred to as the Commission '2.

(b) GENERAL DimES.—
(I) IN GENERAL—The Commission shall deter-

mine—
(A) whether it is appropriate to develop a na-

tioiial child support guideline for consideration
by the Congress or for adoption by individual
States; or

(B) based on a study of various guideline
models, the benefits and deficiencies of such
models, and any needed improvements.

(2) DEVELOPMENT OF MODELS. —If the Commis-
sion determines under paragraph (1) (A) that a
national child support guideline is needed or
under paragraph (I) (B) that improvements to
guideline models are needed, the Commission
shall develop such national guideline or im-
pro vements.

(c) MATTERS FOR CONSIDERATION BY THE C0M-
MISSION—In making the recommendations con-
cerning guidelines required under subsection
(b), the Commission shall consider—

(I) the adequacy of State child support guide-
lines esta blished pursuant to section 467;

(2) matters generally applicable to all support
orders, including—

(A) the feasibility of adopting uniform terms
in all child support orders,'

(B) how to define income and under what cir-
cumstances income should be imputed; and

(C) tax treatment of child support payments;
(3) the appropriate treatment of cases in

which either or both parents have financial ob-
ligations to more than I family. including the
effect (if any) to be given to—

(A) the income of either parent's spouse; and
(B) the financial responsibilities of either par-

ent for other children or stepchildren;
(4) the appropriate treatment of expenses for

child care (including care of the children of ei-
ther parent, and work-related or job-training-re-
lated child care);

(5) the appropriate treatment of expenses for
health care (including uninsured health care)
and other extraordinaiy expenses for children
with special needs,'

(6) the appropriate duration of support by I or
both parents, including—

(A) support (including shared support) for
posts econdary or vocational education; and

(B) support for disabled adult children;
(7) procedures to automatically adjust child

support orders periodically to address changed
economic circumstances, including changes in
the Consumer Price Index or either parent's in-
come and expenses in particular cases;

(8) procedures to help noncustodial parents
address grievances regarding visitation and cus-
tody orders to prevent such parents from with-
holding child support payments until such
grievances are resolved; and

(9) whether, or to what extent. support levels
should be adjusted in cases in which custody is
shared or in which the noncustodial parent has
extended visitation rights.

(d) MEMBERSHIP. —
(I) NUMBER: APPOINTMFJVT. —
(A) IN GFJVERAL.—The Commission shall be

composed of 12 individuals appointed not later
than January 15, 1997. of which—

(i) 2 shall be appointed by the Chairman of
the Committee on Finance of the Senate. and 1
shall be appointed by the ranking minority
member of the Committee;

(ii) 2 shall be appointed by the Chairman of
the Committee on Ways and Means of the House
of Representatives, and I shall be appointed by
the ranking minority member of the Committee;
and

(iii) 6 shall be appointed by the Secretary of
Health and Human Services.

(B) QUALIFICATIONS OF MEMBERS. —Members
of the Commission shall have expertise and ex-
perience in the evaluation and development of
child support guidelines. At least I member shall
represent advocacy groups for custodial parents.
at least 1 member shall represent advocacy
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groups for noncustodial parents, and at least I
member shall be the director of a State program
under part D of title IV of the Social Security
Act.

(2) TERMS OF OFFICE—Each member shall be
appointed for a term of 2 years. A vacancy in
the commission shall be filled in the manner in
which the original appointment was made.

(e) COMMISSION POWERS. COMPENSATION, AC-
CESS TO INFORMATION. AND SUPERVISION. — The
1st sentence of subparagraph (C). the 1st and
3rd sentences of subparagraph (D), subpar-
graph (F) (except with respect to the conduct of
medical studies), clauses (ii) and (iii) of sub-
paragraph (C). and subparagraph (H) of section
1886(e) (6) of the Social Security Act shall apply
to the Commission in the same manner in which
such provisions apply to the Prospective Pay-
ment Assessment Commission.

() REPORT—Not later than 2 years after the
appointment of members, the Commission shall
submit to the President, the Committee on Ways
and Means of the House of Representatives, and
the Committee on Finance of the Senate, a rec-
ommended national child support guideline and
a final assessment of issues relating to such a
proposed national child support guideline.

(g) TERMINATION—The Commission shall ter-
minate 6 months after the submission of the r-
port described in subsection (e).
SEC. 7352. SIMPLIFIED PROCESS FOR REVIEW

AND ADJUSTMENT OF CHILD SUP-
PORT ORDERS.

Section 466(a)(10) (42 U.S.C. 666(a)(10)) is
amended to read as follows:

(10) Procedures under which the State shall
review and adjust each support order being en-
forced under this part upon the request of either
parent or the State if there is an assignment.
Such procedures shall provide the following:

(A) The State shall review and, as appro-
priate, adjust the support order evety 3 years.
taking into account the best interests of the
child involved.

'(B)(i) The State may elect to review and, if
appropriate, adjust an order pursuant to sub-
paragraph (A) by—

'(I) reviewing and, if appropriate, adjusting
the order in accordance with the guidelines es-
tablished pursuant to section 467(a) if the
amount of the child support award under the
order differs from the amount that would be
awarded in accordance with the guidelines; or

(II) applying a cost-of-living adjustment to
the order in accordance with a formula de vel-
oped by the State and permit either party to
contest the adjustment, within 30 days after the
date of the notice of the adjustment. by making
a request for review and, if appropnate, adjust-
ment of the order in accordance with the child
support guidelines established pursuant to sec-
tion 467(a).

"(ii) Any adjustment under clause (i') shall be
made without a requirement for proof or show-
ing of a change in circumstances.

(C) The State may use automated methods
(including automated comparisons with wage or
State income tax data) to identify orders eligible
for review, conduct the review, identify orders
eligible for adjustment. and apply the appro-
priate adjustment to the orders eligible for ad-
justment under the threshold established by the
State.

'(D)(i) The State shall. at the request of ei-
ther parent subject to such an order or of any
State child support enforcement agency. review
and, if appropriate, adjust the order in accord-
ance with the guidelines established pursuant to
section 467(a) based upon a substantial change
in the circumstances of either parent.

(ii) The State shall provide notice to the par-
ents subject to such an order informing them of
their right to request the State to review and. if
appropriate, adjust the order pursuant to cIa use
(i). The notice may be included in the order.
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SEC. 7353. FURNISHING CONSUMER REPORTS

FOR CERTAIN PURPOSES RELATING
7V CHILD SUPPORT.

Section 604 of the Fair Credit Reporting Act
(15 U.S.C. 1681b) is amended by adding at the
end the following new paragraphs:

"(4) In response to a request by the head of a
State or local child support enforcement agency
(Or a State or local government official author-
ized by the head of such an agency). if the per-
son making the request certifies to the consumer
reporting agency that—

'(A) the consumer report is needed for the
purpose of establishing an individuals capacity
to make child support payments or determining
the appropriate level of such payments:

"(B) the paternity of the consumer for the
child to which the obligation relates has been
established or aknowledged by the consumer in
accordance with State laws under which the ob-
ligation arises (if required by those laws);

"(C) the person has provided at least 10 days
prior notice to the consumer whose report is re-
quested. by certified or registered mail to the
last known address of the consumer, that the re-
port will be requested,' and

'(D) the consumer report will be kept con-
fidential, will be used solely for a purpose de-
scribed in subparagraph (A). and will not be
used in connection with any other civil. admin-
istrative, or criminal proceeding, or for any
other purpose.

'(5) To an agency administering a State plan
under section 454 of the Social Security Act (42
U.S.C. 654) for use to set an initial or modified
child support award.
SEC. 7354. NONLKABILITY FOR DEPOSITORY IN-

STITUTIONS PROVIDING FINANCIAL
RECORDS TO STATE CHILD SUPPORT
ENFORCEMENT AGENCIES IN CHILI)
SUPPORT CASES.

(a) IN GENE.—Notwithstanding any other
provision of Federal or State law, a depository
institution shall not be liable under any Federal
or State law to any person for disclosing any fi-
nancial record of an individual to a State child
support enforcement agency attempting to es-
tablish. modify, or enforce a child support obli-
gation of such individual.

(b) PROHIBITION OF DISCLOSURE OF FINANCIAL
RECORD OBTAINED BY STATE CHILD SUPPORT
ENFORCEMENT AGENCY. —A State child support
enforcement agency which obtains a financial
record of an individual from a financial institu-
tion pursuant to subsection (a) may disclose
such financial record only for the purpose of;
and to the extent necessary in. establishing.
modifying or enforcing a child support obliga-
tion of such individual.

(c) CIVIL DAMAGES FOR UNAUTHORIZED DIS-
CLOSURE.—

(1) DISCLOSURE BY STATE OFFICER OR EM-
PLOYEE.—If any person knowingly. or by reason
of negligence, discloses a financial record of an
individual in violation of subsection (b). such
individual may bring a civil action for damages
against such person in a district court of the
United States.

(2) NO LIABILITY FOR GOOD FAITH BUT F,RRO-
NEOUS I?rTERPRETATION.—No liability shall arise
under this subsection with respect to any disclo-
sure which results from a good faith, but erro-
neous, interpretation of subsection (b).

(3) DAMAGES—In any action brought under
paragraph (1). upon a finding of liability on the
part of the defendant, the defendant shall be
liable to the plaintiff in an amount equal to the
sum of—

(A) the greater of—
(i) $1,000 for each act of unauthorized disclo-

sure of a financial record with respect to which
such defendant is found liable: or

(ii) the sum of—
(I) the actual damages sustained by the plain-

tiff as a result of such unauthorized disclosure;
plus

(II) in the case of a willful disclosure or a dis-
closure which is the result of gross negligence,
punitive damages; plus
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(B) the costs (including attorney's fees) of the

action.
(d) DEFINITIONS—For purposes of this sec-

tion:
(1) The term 'depository institution' means—
(A) a depository institution, as defined in sec-

tion 3(c) of the Federal Deposit Insurance Act
(12 U.S.C. 1813(c));

(B) an institution-affiliated party, as defIned
in section 3(u) of such At (12 U.S.C. 1813(v));
and

(C) any Federal credit union or State credit
union, as defined in section 101 of the Federal
Credit Union Act (12 U.S.C. 1752). including an
institution-affiliated party of such a credit
union. as defined in section 206(r) of such Act
(12 U.S.C. 1786(r)).

(2) The term "financial record" has the mean-
ing given such term in section 1101 of the Right
to Financial Privacy Act of 1978 (12 U.S.C.
3401).

(3) The term "State child support enforcement
agency' means a State agency which admin-
isters a State program for establishing and en -
forcing child support obligations.
CHAPTER 7—ENFORCEMENT OF SUPPORT

ORDERS
SEC. 7361. INTERNAL REVENUE SERVICE COLLEC-

TION OFARJWARAGES.
(a) AMENDMENT TO INTERNAL REVENUE

CODE.—Section 6305(a) of the Internal Revenue
Code of 1986 (relating to collection of certain li-
ability) is amended—

(1) by striking 'Sand' at the end of paragraph
(3);

(2) by striking the period at the end of para-
graph (4) and inserting '. and'

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

'(5) no additional fee may be assessed for ad-
justments to an amount previously certifkd pur-
suant to such section 452(b) with respect to the
same obligor.' and

(4) by striking "Secretary of Health. Edu-
cation. and Welfare" each place it appears and
inserting 'Secretary of Health and Human Serv-
ices

(b) EFFECTIVE DATE,—The amendments made
by this section shall become effective October 1.
1997,

SEC. 7362. AUTHORITY 7V COLLECT SUPPORT
FROM FEDERAL EMPLOYEES.

(a) CONSOLIDATION AND STREAMLINING OF AU-
THORJ'TIES. —Section 459 (42 U.S.C. 659) is
amended to read as follows:
'SEC. 459. CONSENT BY THE UNITED STA TES TO

INCOME WITHHOLDING. GARNISH-
MENT, AND SIMILAR PROCEEDINGS
FOR ENFORCEMEr.7 OF CHILD SUP-
PORT AND ALIMONY OBLIGATIONS.

'(a) CONSENT TO SUPPORT ENFORCEMENT. —
Notwithstanding any other provision of law (in-
cluding section 207 of this Act and section 5301
of title 38. United States Code). effective Jan u-
aty 1, 1975, moneys (the entitlement to which is
based upon remuneration for employment) due
from, or payable by. the United States or the
District of Columbia (including any agency.
subdivision, or instrumentality thereof) to any
individual, including members of the Armed
Forces of the United States. shall be subject. in
like manner and to the same extent as if the
United States or the District of Columbia were a
private person, to withholding in accordance
with State law enacted pursuant to subsections
(a)(l) and (b) of section 466 and regulations of
the Secretary under such subsections. and to
any other legal process brought, by a State
agency administering a program under a State
plan approved under this part or by an individ-
ual obligee, to enforce the legal obligation of the
individual to provide child support or alimony.

'(b) CONSE1%rr TO REQUIREMF,JVTS APPLICABLE
TO PRIVATE PERSON—With respect to notice to
withhold income pursuant to subsection (a) (1)
or (b) of section 466. or any other order or proc-
ess to enforce support obligations against an in-
dividual (if the order or process contains or is



S 16282
accompanied by sufficient data to permit prompt
identification of the individual and the moneys
inolved). each governmental entity specified in
subsection (a) shall be subject to the same re-
qu.remenr.s as would apply if the entity were a
private person, except as otherwise provided in
this sectI,n.

(c) DESIGNATION OF AGENT: RESPONSE TO No-
TICE OR I'ROCESS—

'(1) DESIGNATION OF AGENT—The head of
ea th agency subject to this section shall—

'(A) designate an agent or agents to receive
orders and accept service of process in matters
r&ating to child support or alimony: and

"(B) annually publish in the Federal Register
the designation of the agent or agents, ideriti-
fid by title or position, mailing address, and
tefephone number.

'(2) RESPONSE TO NOTICE OR PROCESS—If an
agent desina ted pursuant to paragraph (I) of
tfr.is subsection receives notice pursuant to State
procedures in effect pursuant to subsection
()(l) or (b) of section 466. or is effectively
sErved with any order, process. or interrogatory,
vith respect to an individual's child support or
a.'imony payment obligations, the agent shall—

"(A) as soon as possible (but not later than 15
days) thereafter, send written notice of the no-
tice or service (together with a copy of the no-
tce or service) to the individual at the duty sta-
ton or last-known home address of the individ-
cal;

"(B) within 30 days (or such longer period as
may be prescribed by applicable State law) after
receipt of a notice pursuant to such State p!vce-
c'ures, comply with all applicable provisions of
section 466; and

"(C) within 30 days (or such longer period as
irlay be prescribed by applicable State law) after
'ffective service of any other such order, proc-
ss. or interrogatory, respond to the order, proc-
ss, or interrogatory.

"(d) PRIORITY OF CLAIMS—If a governmental
ntity specified in subsection (a) receives notice
or is served with process, as provided in this sec-
ion, concerning amounts owed by an individual
to more than I person—

"(1) support collection under section 466(b)
must be given priority over any other process, as
provided in section 466 (b) (7):

• '(2) allocation of moneys due or payable to an
individual among claimants under section 466(b)
shall be governed by section 466(b) and the regu-
lation prescribed under such section; and

"(3) such moneys as remain after compliance
with paragraphs (1) and (2) shall be available to
satisfy any other such processes on a 1st-come,
1st-served basis, with any such process being
satisfied Out of such moneys as remain after the
satisfaction of all such processes which have
been previously served.

'(e) NO REQUIREMENT TO VARY PAY CY-
CLES. —A governmental entity that is affecled by
legal process served for the enforcement of an
individuals child support or alimony payment
obligations shall not be required to vary it nor-
mal pay and disbursement cycle in order to com-
ply with the legal process.

'(1) RELIEF FROM LIABILITY.—.
"W Neither the United States, nor the gov-

ernment of the District of Columbia. nor any
disbursing officer shall be liable with respect to
any payment made from moneys due or payable
from the United States to any individual pursu-
ant to legal process regular on its face, if the
payment is made in accordance with this section
and the regulations issued to carry Out this sec-
tion.

"R1 No Federal employee whose duties in-
clude taking actions necessary to comply with
the requirements of subsection (a) with regard to
any individual shall be subject under any law to
any disciplinary action or civil or criminal li-
ability or penalty for, or on account of any dis-
closure of information made by the employee in
connection with the carrying out of such ac-
tions.

"g) REGULATIONS—Authority to promulgate
regulations for the implementation of this sec-
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tion shall, insofar as this section applies to mon-
eys due from (or payable by)—

'(1) the United States (other than the legisla-
tive or judicial branthes of the Federal Govern-
ment) or the government of the District of Co-
lumbia, be vested in the President (or the des-
ignee of the President):

'(2) the legislative branch of the Federal Gov-
ernment, be vested jointly in the President pro
tempore of the Senate and the Speaker of the
House of Representatives (or their designees),
and

"(3) the judicial branch of the Federal Gov-
ernment, be vested in the Chief Justice of the
United States (Or the designee of the Chief Jus-
tice).

(h) MONEYS SUBJECT TO PROCESS.—
"(1) IN GENERAL—Subject to paragraph (2).

moneys paid or payable to an individual which
are considered to be based upon remuneration
for employment, for purposes of this section—

"(A) consist of—
"(i) compensation paid or payable for per-

sonal services of the individual, whether the
compensation is denominated as wages, salary.
commission, bonus, pay, allowances, or other-
wise (including severance pay, sick pay, and in-
centive pay);

'(ii) periodic benefits (including a periodic
benefit as defined in section 228(h) (3)) or other
payments—

"(I) under the insurance system established
by title II;

"(II) under any other system or fund estab-
lished by the United States which provides for
the payment of pensions, retirement or retired
pay, annuities, dependents or survivors' bene-
fits, or similar amounts payable on account of
personal services performed by the individual or
any other individual;

"(III) as compensation for death under any
Federal program;

'(IV) under any Federal program established
to provide 'black lung' benefits; or

'(if) by the Secretary of Veterans Affairs as
pension. or as compensation for a service-con-
nected disability or death (except any com-
pensation paid by the Secretary to a member of
the Armed Forces who is in receipt of retired or
retainer pay if the member has waived a portion
of the retired pay of the member in order to re-
ceive the compensation); and

"(iii) workers' compensation benefits paid
under Federal or State law; but

"(B) do not include any payment.—
"(i) by way of reimbursement or otherwise, to

defray expenses incurred by the individual in
carrying out duties associated with the employ-
ment of the individual; or

"(ii) as allowances for members of the uni-
formed services payable pursuant to chapter 7 of
title 37, United States Code, as prescribed by the
Secretaries concerned (defined by section 101(5)
of such title) as necessary for the efficient per-
formance of duty.

"(2) CERTAIN AMOUNTS EXCLUDED. —In deter-
mining the amount of any moneys due from, or
payable by, the United States to any individual.
there shall be excluded amounts which—

"(A) are owed by the individual to the United
States;

"(B) are required by law to be. and are, de-
ducted from the remuneration or other payment
involved, including Federal employment taxes.
and fines and forfeitures ordered by court-mar-
tial;

"(C) are properly withheld for Federal, State.
or local income tax purposes. if the withholding
of the amounts is authorized or required by law
and if amounts withheld are not greater than
would be the case if the individual claimed all
dependents to which he was entitled (the with-
holding of additional amounts pursuant to sec-
tion 3402(i) of the Internal Revenue Code of 1986
may be permitted only when the individual pre-
sents evidence of a tax obligation which sup-
ports the additional withholding):

are deducted as health insurance pre-
miums;

October 30, 1995
'(E) are deducted as normal retirement con-

tributions (not including amounts deducted for
supplementary coverage): or

"(F) are deducted as normal life insurance
premiums from salary or other remuneration for
employment (not including amounts deducted
for supplementary coverage).

'(i) DEFINITIONS—As used in this section:
'(1) UNITED STATES—The term 'United States'

includes any department, agency. or instrumen-
tality of the legislative, judicial, or executive
branch of the Federal Government, the United
States Postal Service. the Postal Rate Commis-
sion, any Federal corporation created by an Act
of Congress that is wholly owned by the Federal
Government, and the governments of the terri-
tories and possessions of the United States.

"(2) CHILD SUPPORT—The term child sup-
port', when used in reference to the legal obliga-
tions of an individual to provide such support,
means periodic payments of funds for the sup-
port and maintenance of a child or children
with respect to which the individual has such
an obligation, and (subject to and in accordance
with State law) includes payments to provide for
health care. education, recreation. clothing, or
to meet other specific needs of such a child or
children. and includes attorney's fees. interest,
and court costs, when and to the extent that the
same are expressly made recoverable as such
pursuant to a decree, order, or judgment issued
in accordance with applicable State law by a
court of competent jurisdiction,

"(3) ALIMONY—The term alimony', when
used in reference to the legal obligations of an
individual to provide the same, means periodic
payments of funds for the support and mainte-
nance of the spouse (or former spouse) of the in-
dividual, and (subject to and in accordance
with State law) includes separate maintenance,
alimony pendente lite, maintenance, and spous-
al support, and includes attorney's fees, inter-
est. and court costs when and to the extent that
the same are expressly made recoverable as such
pursuant to a decree. order. or judgment issued
in accordance with applicable State law by a
court of competent jurisdiction. Such term does
not include any payment or transfer of property
or its value by an individual to the spouse or a
former spouse of the individual in compliance
with any community property settlement, equi-
table distribution of property. or other division
of property between spouses or former spouses.

'(4) PRIVATE PERSON—The term 'private per-
son' means a person who does not have sov-
ereign or other special immunity or privilege
which causes the person not to be subject to
legal process.

"(5) LEGAL PROCESS—The term 'legal process'
means any writ. order. summons, or other simi-
lar process in the nature of garnishment—

'(A) which is issued by—
'(i) a court of competent jurisdiction in any

State, territory, or possession of the United
States;

'(ii) a court of competent jurisdiction in any
foreign country with which the United States
has entered into an agreement which requires
the United States to honor the process; or

'(iii) an authorized official pursuant to an
order of such a court of competent jurisdiction
or pursuant to State or local law; and

'(B) which is directed to, and the purpose of
which is to compel. a governmental entity which
holds moneys which are otherwise payable to an
individual to make a payment from the moneys
to another party in order to satisfy a legal obli-
gation of the individual to provide child support
or make alimony payments.

(b) CONFORMING AMENDMENTS. —
(1) TO PART D OF TITLE Iv.—Sections 461 and

462 (42 U.S.C. 661 and 662) are repealed.
(2) TO TITLE 5, UNITED STATES CODE—Section

5520a of title 5, United States Code, is amended.
in subsections (h)(2) and (i), by striking "sec-
tions 459, 461, and 462 of the Social Security Act
(42 U.S.C. 659, 661. and 662)" and inserting
"section 459 of the Social Secunty Act (42 U.S.C.

659)
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(c) MILITARY RETIRED AND RETAINER PAY.—
(1) DEFINITION OF COURT. —Section 1408(a) (1)

of title 10, United States Code, is amended—
(A) by striking 'and" at the end of subpara-

graph (B);
(B) by striking the period at the end of sub-

paragraph (C) and inserting ':and'; and
(C) by adding after subparagraph (C) the fol-

lowing new subparagraph:
'ED) any administrative or judicial tribunal of

a State competent to enter orders for support or
maintenance (including a State agency ad,nin-
istering a program under a State plan approved
under part D of title IV of the Social Security
Act), and, for purposes of this subparagraph.
the term State' includes the District of Colum-
bia. the Commonwealth of Puerto Rico, the Vir-
gin Islands. Guam, and American Samoa.'

(2) DINrrION OF COURT ORDER. —Section
1408(a)(2) of such title is amended by inserting
or a court order for the payment of child sup-

port not included in or accompanied by such n
decree or settlement, " before "which—

(3) PUBLIC PA YEE. —Section 1408(d) of such
title is amended—

(A) in the heading. by inserting '(OR FOR
BENEFIT OF)" before "SPOUSE OR"; and

(B) in paragraph (1). in the 1st sentence, by
inserting "(or for the benefit of such spouse or
former spouse to a State disbursement unit es-
tablished pursuant to section 454B of the Social
Security Act or other public payee designated by
a State. in accordance with part D of title IV of
the Social Security Act, as directed by court
order, or as otherwise directed in accordance
with such part D)" before "in an amount sufTi-
cien t

(4) RELATIONSHIP TO PART D OF TITLE IV. —
Section 1408 of such title is amended by adding
at the end the following new subsection:

'(I) REiLA TIONSHIP TO OTHER LA WS. —In any
case involving an order providing for payment
of child support (as defined in section 459(i) (2)
of the Social Security Act) by a member who has
never been married to the other parent of the
child, the provisions of this section shall not
apply, and the case shall be subject to the provi-
sions of section 459 of such Act.

(d) EFFECTIVE DATE—The amendments made
by this section shall become effective 6 months
after the date of the enactment of this Act.
SEC. 7363. ENFORCEMENT OF CHILD SUPPORT

OBLIGATIONS OF MEMBERS OF THE
ARMED FORCES.

(a) A VAILABILI7Y OF LOCA TOR INFORMA-
TION. —

(1) MAiNTENANCE OF ADDRESS INFORMATION. —
The Secretary of Defense shall establish a cen-
tralized personnel locator service that includes
the address of each member of the Armed Forces
under the jurisdiction of the Secretary. Upon re-
quest of the Secretary of Transportation, ad-
dresses for members of the Coast Guard shall be
included in the centralized personnel locator
service.

(2) TYPE OF ADDRESS. —
(A) RESIDENTL4L ADDRESS. —Except as pro-

vided in subparagraph (B). the address for a
member of the Armed Forces shown in the loca-
tor service shall be the residential address of
that member.

(B) DUTY ADDRESS. —The address for a mem-
ber of the Armed Forces shown in the locator
service shall be the duty address of that member
in the case of a member—

(i) who is permanently assigned overseas, to a
vessel, or to a routinely deployable unit; or

(ii) with respect to whom the Secretary con-
cerned makes a determination that the members
residential address should not be disclosed due
to national security or safety concerns.

(3) UPDATING OF LOCA TOR INFORMATION.—
Within 30 days after a member listed in the loca-
tor service establishes a new residential address
(or a new duty address, in the case of a member
covered by paragraph (2)(B)), the Secretary con-
cerned shall update the locator service to indi-
cate the new address of the member,
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(4) A VAIL4BILITY OF INFORMATION—The Sec-

retary of Defense shall make information re-
garding the address of a member of the Armed
Forces listed in the locator service available, on
request. to the Federal Parent Locator Service
established under section 453 of the Sodal Secu-
rity Act.

(b) FACILITATING GRA!rTING OF LEAVE FOR AT-
TENDANCE AT HEARINGS. —

(I) REGULATIONS—The Secretary of each mili-
tary department, and the Secretary of Transpor-
tation with respect to the Coast Guard when it
is not operating as a service in the Navy, shall
prescribe regulations to facilitate the granting of
leave to a member of the Armed Forces under
the jurisdiction of that Secretary in a case in
which—

(A) the leave is needed for the member to at-
tend a hearing described in paragraph (2):

(B) the member is not serving in or with a unit
deployed in a contingency operation (as defined
in section 101 of title 10. United States Code):
and

(C) the exigencies of military service (as deter-
mined by the Secretary concerned) do not other-
wise require that such leave not be granted.

(2) COVERED HE4RINGS.—Paragraph (1) ap-
plies to a hearing that is conducted by a court
or pursuant to an administrative pmcess estab-
lished under State law, in connection with a
civil action—

(A) to determine whether a member of the
Armed Forces is a natural parent of a child; or

(B) to determine an obligation of a member of
the Armed Forces to provide child support.

(3) DEFINITIONS.—FOr purposes of this sub-
section:

(A) The term "court" has the meaning given
that term in section 1408(a) of title 10. United
States Code.

(B) The term 'child support' has the meaning
given such term in section 459(1) of the Social
Security Act (42 U.S.C. 659(i)).

(c) PA YMENT OF MILITARY RETIRED PAY IN
COMPLIANCE WITH CHILD SUPPORT ORDERS. —

(1) DATE OF CERTIFICATION OF COURT
ORDER. —Section 1408 of title 10, United States
Code, as amended by section 7362(c) (4), is
amended—

(A) by redesignating subsections (i) and 0) as
subsections (j) and (k). respectively; and

(B) by inserting after subsection (h) the fol-
lowing new subsection:

"(I) CERTIFICATION DATE—It is not necessary
that the date of a certification of the authentic-
ity or completeness of a copy of a court order for
child support received by the Secretary con-
cerned for the purposes of this section be recent
in relation to the date of receipt by the Sec-
retary.

(2) PA YMENTS CONSISTEzrr WITH ASSIGNMENTS
OF RIGHTS TO STATES—Section 1408(d)(1) of
such title is amended by inserting after the 1st
Sentence the following: "In the case of a spouse
or former spouse who assigns to a State the
n'ghts of the spouse or former spouse to receive
support, the Secretary concerned may make the
child support payments referred to in the pre-
ceding sentence to that State in amounts con-
sistent with that assignment of rights.

(3) ARREARAGES OWED BY MEMBERS OF THE
UNIFORMED SERVICES —Section 1408(d) of such
title is amended by adding at the end the follow-
ing new paragraph:

'(6) In the case of a court order for which ef-
fective service is made on the Secretary con-
cerned on or after the date of the enactment of
this paragraph and which provides for pay-
ments from the disposable retired pay of a mem-
ber to satisfy the amount of child support set
forth in the order, the authority provided in
paragraph (1) to make payments from the dis-
posable retired pay of a member to satisfy the
amount of child support set forth in a court
order shall apply to payment of any amount of
child support arrearages set forth in that order
as well as to amounts of child support that cur-
rently become due.
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(4) PA YROLL DEDUCTIONS. — The Secretary of

Defense shall begin payroll deductions within 30
days after receiving notice of withholding, or for
the 1st pay period that begins after such 30-day
period.
SEC. 7354. VOIDING OF FRA UDULENT TRANSFERS.

Section 466 (42 U.S.C. 666). as amended by sec-
tion 7321. is amended by adding at the end the
following new subsection:

'(g) In order to satisfy section 454 (20) (A).
each State must have in effect—

'(l)(A) the Uniform Fraudulent Conveyance
Act of 1981:

"(B) the Uniform Fraudulent Transfer Act of
1984: or

"(C) another law, specifying indicia of fraud
which create a prima facie case that a debtor
transferred income or property to a void payment
to a child support creditor. which the Secretary
finds affords comparable rights to child support
creditors; and

'(2) procedures under which, in any case in
which the State knows of a transfer by a child
support debtor with respect to which such a
prima facie case is established, the State must—

"(A) seek to void such transfer; or
(B) obtain a settlement in the best interests

of the child support creditor.
SEC. 7365, WORK REQUIREMENT FOR PERSONS

OWING CHILD SUPPORT.
Section 466(a) (42 U.S.C. 666(a)). as amended

by sections 7301(a), 7315. 7317(a). and 7323, is
amended by adding at the end the following
new paragraph:

'(15) Procedures requiring the State, in any
case in which an individual owes support with
respect to a child receiving services under this
part. to seek a court order or administrative
order that requires the individual to—

'(A) pay such support in accordance with a
plan approved by the court: or

"(B) if the individual is not working and is
not incapacitated, participate in work activities
(including. at State option. work activities as
defined in section 482) as the court deems appro-
priate.
SEC. 7355. DEFINITION OF SUPPORT ORDER.

Section 453 (42 U.S.C. 653) as amended by sec-
tions 7316 and 7345(b), is amended by adding at
the end the following new subsection:

"(o) As used in this part. the term 'support
order' means a judgment decree. or order.
whether temporary. final, or subject to modifica-
tion. issued by a court or an administrative
agency of competent jurisdiction, for the sup-
port and maintenance of a child, including a
child who has attained the age of majority
under the law of the issuing State, or a child
and the parent with whom the child is living.
which provides for monetary support. health
care, arrearages, or reimbursement. and which
may include related costs and fees, interest and
penalties. income withholding, attorneys' fees.
and other relie!
SEC. 7357. REPORTING ARREARAGES TO CREDIT

BUREA US.
Section 466(a)(7) (42 U.S.C. 666 (a) (7)) is

amended to read as follows:
'(7) (A) Procedures (subject to safeguards pur-

suant to subparagraph (B)) requiring the State
to report periodically to consumer reporting
agencies (as defined in section 603(1) of the Fair
Credit Reporting Act (15 USC. 1681a(i9) the
name of any absent parent who is delinquent in
the payment of support. and the amount of
overdue support owed by such parent.

"(B) Procedures ensuring that. in carrying
Out subparagraph (A), information with respect
to an absent parent is reported—

(i) only after such parent has been afforded
all due process required under State law. includ-
ing notice and a reasonable opportunity to con-
test the accuracy of such information: and

"(ii) only to an entity that has furnished evi-
dence satisfactory to the State that the entity is
a consumer reporting agency.
SEC. 7358. LIENS.

Section 466(a) (4) (42 U.S.C. 666(a) (4)) is
amended to read as follows:
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'(4) Procedures under which.—
'(A) liens arise by operation of law against

rerl and personal property for amounts of over-
due support owed by an absent parent who re-
sic es or owns property in the State: and

(B) die State accords full faith and credit to
liens described in subparagraph (A) arising in
ar.other State, without registration of the un-
derlying order.
SIC. 7369. STATE LAW AUTHORIZING SUSPEN-

SION OF LICENSES.
Section 466(a) (42 U.S. C. 666(a)), as amended

b) sections 7315, 7317(a), 7323, and 7365. is
amended by adding at the end the following
nw paragraph:

"(16) Procedures under which the State has
frnd uses in appropriate cases) authority to
withhold or suspend, or to restrict the use of;
d:iver's licenses, professional and occupational
licenses. and recreational licenses of individuals
owing overdue support or failing, after recei'ing
acpropriate notice, to comply with subpoenas or
warrants relating to paternity or child support
proceedings.
SEC. 7370. DENIAL OF PASSPORTS FOR

NONPA YMENT OF CHILD SUPPORT.
(a) I-il-IS CERTIFICATION PROCEDURE. —
(1) SECRETARiAL RESPONSIBILITY —Section 452

(42 US. C. 652.). as amended by section 7345, is
amended by adding at the end the following
new subsection:

'(k)(l) If the Secretary receives a certification
by a State agency in accordance with the re-
(7uirements of section 454(31) that an individual
,wes 'rrearages of child support in an amount
?xceeding $5,000. the Secretary shall transmit
.;uch certification to the Secretary of State for
action (with respect to denial, revocation, or
(imitation of passports) pursuant to sction
7370(b) of the Balanced Budget Reconciliation
4ct of 1995.

(2) The Secretary shall not be liable to an in-
dividual for any action with respect to a certifi-
cation by a State agency under this section.

(2) STATE CSE AGENCY RESPONSIBILITY. -—Sec-
tion 454 (42 U.S.C. 654), as amended by sections
7301(b), 7304(a). 7312(b), 7313(a), 7333, and
7343(E), is amended—

(A) by striking "and" at the end of para graph
(29);

(B) by striking the period at the end of para-
graph (30,) and inserting "; and": and

(C) by adding after paragraph (30) the follow-
ing new paragraph:

(31) provide that the State agency will have
in effect a procedure (which may be combined
with the procedure for tax refund offset under
section 464) for certifying to the Secretary, for
purpcses of the procedure under section 452(k)
(concerning denial of passports). determinations
that individuals owe arrearages of child support
in an amount exceeding $5,000, under which
procedure—

"(A) each individual concerned is afforded
notice of such determination and the con-
sequences thereof; and an opportunity to con-
test the determination; and

(B) the certification by the State agency is
furmrshed to the Secretary in such format, and
acccmpanied by such supporting documenta-
tion. as the Secretary may require.

(b) STATE DE ARThfEivT PROCEDURE FOR DE-
NIAL OF PASSPORTS. —

(1) IN GENERAL. —The Secretary of State shall,
upon certification by the Secretary of Health
ana Human Services transmitted under section
452(k) of the Social Security Act, refuse to issue
a passport to such individual, and may revoke.
restrict, or limit a passport issued previously to
such individual.

(7) LIMIT ON LIABILnY. — The Secretary of
State shall not be liable to an individual for any
action with respect to a certification by a State
agency under this section.

) EFFECTIVE DATE. —This section and the
amendments made by this section shall become
effctive October 1. 1996.
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SEC. 7371. INTERNA TIONA.L CHILD SUPPORT EN-

FORCEMENT
The Secretary of State is authorized to nego-

tiate reciprocal agreements with foreign nations
on behalf of the States, territories, and posses-
sions of the United States regarding the inter-
national enforcement of child support obliga-
tions and designating the Department of Health
and Human Services as the central authority for
such enforcement.
SEC. 7372. DENIAL OF MEANS-TESTED FEDERAL

BENEFITS TO NONCUSTODIAL PAR-
ENTS WHO ARE DELINQUENT IN PAY-
ING CHILD SUPPORT

(a) IN GENERAL—Notwithstanding any other
provision of law, a non-custodial parent who is
more then 2 months delinquent in paying child
support shall not be eLgible to receive any
means-tested Federal benefits.

(b) EXCEPTION. —
(1) IN GENERAL. —Subsection (a) shall not

apply to an unemployed non-custodial parent
who is more then 2 months delinquent in paying
child support if such parent—

(A) enters into a schedule of repayment for
past due child support with the entity that is-
sued the underlying child support order; and

(B) meets all of the terms of repayment speci-
fied in the schedule of repayment as enforced by
the appropriate disbursing entity.

(2) 2-YEAR EXCLUSION.—(A) A non-custodial
parent who becomes delinquent in child support
a second time or any subsequent time shall not
be eligible to receive any means-tested Federal
benefits for a 2-year period beginning on the
date that such parent failed to meet such terms.

(B) At the end of that two-year period, para-
graph (A) shall once again apply to that indi-
vidual.

(c) MEANS-TESTED FEDERAL BENEFITS. — For
purposes of this section. the term "means-tested
Federal benefits" means benefits under any pro-
gram of assistance, funded in whole or in part,
by the Federal Government, for which eligibility
for benefits is based on need.
SEC. 7373. CHILD SUPPORT ENFORCEMENT FOR

INDIAN TRIBES.
(a) CHILD SUPPORT ENFORCEMENT AGREE-

MENTS. —Section 454 (42 U.S. C. 654). as amended
by sections 7301(b), 7304 (a). 7312(b), 9313(a).
7333, 7343(a), and 7370 (a) (2) is amended—

(1) by striking "and' - at the end of paragraph
(30);

(2) by striking the period at the end of para-
graph (31) and inserting ': and' '.' and

(3) by adding after paragraph (31) the follow-
ing new paragraph:

"(32) provide that a State that receives fund-
ing pursuant to section 429 and that has within
its borders Indian country (as defined in section
1151 of title 18, United States Code) shall,
through the State administering agency. make
reasonable efforts to enter into cooperative
agreements with an Indian tribe or tribal orga-
nization (as defined in paragraphs (1) and (2) of
section 428(c)), if the Indian tribe or tribal orga-
nization demonstrates that such tribe or organi-
zation has an established tribal court system or
a Court of Indian Offenses with the authority to
establish paternity. establish and enforce sup-
port orders, and to enter support orders in ac-
cordance with child support guidelines estab-
lished by such tribe or organization. under
which the State and tribe or organization shall
provide for the cooperative delivery of child sup-
port enforcement services in Indian country and
for the for.varding of all funding collected pur-
suant to the functions performed by the tribe or
organization to the State agency, or conversely.
by the State agency to the tribe or o,anization,
which shall distribute such funding in accord-
ance with such agreement

(b) DIRECT FEDERAL FUNDING TO INDI4N
TRIBES AND TRIBAL ORGANIZATIONS. —Section
455 (42 U.S. C. 655) is amended by adding at the
end the following new subsection:

- (b) The Secretary may. in appropriate cases,
make direct payments under this part to an In-
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dian tribe or tribal organization which has an
approved child support enforcement plan under
this title. In determining whether such pay.
ments are appropriate, the Secretary shall, at a
minimum, consider whether services are being
provided to eligible Indian recipients by the
State agency through an agreement entered into
pursuant to section 454(32). The Secretary shall
provide for an appropriate adjustment to the
State allotment under this section to take into
account any payments made under this sub-
section to Indian tribes or tribal organizations
located within such State.

(c) COOPERATIVE ENFORCEMENT AGREE-
MENTS. —Paragraph (7) of section 454 (42 U.S. C.
654) is amended by inserting 'and Indian tribes
or tribal organizations (as defined in section
450(b) of title 25. United States Code)" after
"law enforcement officials'.
SEC. 7374. FINANCIAL INS TIT W7ON DATA

MATCHES.
Section 466(a) (42 U.S.C. 666(a)). as amended

by sections 7315, 7317(a), 7323. 7365. and 7369. is
amended by adding at the end the following
new paragraph.'

'(17) Procedures under which the State agen-
cy shall enter into agreements with financial in-
sdtutions doing business within the State to de-
velop and operate a data match system, using
automated data exchanges to the maximum ex-
tent feasible. in which such financial institu-
dons are required to provide for each calendar
quarter the name, record address, social security
number. and other identifying information for
each absent parent identified by the State who
maintains an account at such institution and,
in response to a notice of lien or levy, to encum-
ber or surrender, as the case may be. assets held
by such institution on behalf of any absent par-
ent who is subject to a child support lien pursu-
ant to paragraph (4). For purposes of this para-
graph. the term 'financial institution' means
Federal and State commercial savings banks. in-
cluding savings and loan associations and coop-
erative banks, Federal and State chartered cred-
it unions, benefit associations, insurance com-
panies, safe deposit companies, money-market
mutual funds, and any similar entity authorized
to do business in the State. and the term ac-
count' means a demand deposit account, check-
ing or negotiable withdrawal order account,
savings account, time deposit account, or
money-market mutual fund account.
SEC. 7375. ENFORCEMENT OF ORDERS AGAINST

PA TERNAL GRANDPARENTS IN
CASES OF MINOR PARENTS.

Section 466(a) (42 U.S. C. 666(a)). as amended
by sections 7315, 7317(a). 7323. 7365, 7369. and
7374. is amended by adding at the end the fol-
lowing new paragraph:

"(18) Procedures under which any child sup-
port order enforced under this part with respect
to a child of minor parents. if the mother of
such child is receiving assistance under the
State grant under part A, shall be enforceable.
jointly and severally. against the paternal
grandparents of such child.
SEC. 7376. SENSE OF THE SENATE REGARDING

THE INABILITY OF THE NON-CUSTO-
DIAL PARENT TO PAY CHILD SUP-
PORT.

It is the sense of the Senate that—
(a) States should diligently continue their ef-

forts to enforce child support payments by the
non-custodial parent to the custodial parent, re-
gardless of the employment status or location of
the non-custodial parent: and

(b) States are encouraged to pursue pilot pro-
grams in which the parents of a non-adult. non-
custodial parent who refuses to or is unable to
pay child support must—

(1) pay or contribute to the child support
owed by the non-custodial parent,' or

(2) otherwise fulfill all financial obligations
and meet all conditions imposed on the non-cus-
todial parent. such as participation in a work
program or other related activity.



CHAPTER 8—MEDICAL SUPPORT
SEC. 7378. TECHNICAL CORRECTION TO ERISA

DEFINITION OF MEDICAL CHILD
SUPPORT ORDER

(a) IN GEIVER,4L.—Section 609(a)(2)(B) of the
Employee Retirement Income Security Act of
1974 (29 USC. 1169 (a) (2) (B)) is amended—

(1) by striking issued by a court of competent
jurisdiction'

(2) by striking the period at the end of clause
(ii) and inserting a comma: and

(3) by adding, after and below clause (ii). the
following:
if such judgment, decree, or order (I) is issued

by a court of competent jurisdiction or (II) is is-
sued through an administrative process estab-
lished under State law and has the force and ef-
fect of law under applicable State law.'

(b) EFFECTIVE DATE. —
(1) IN GENERAL—The amendments made by

this section shall take effect on the date of the
enactment of this Act.

(2) PLAN AMENDIv!EWTS NOT REQUIRED UWflL
JANUARY 1. 1996.—Any amendment to a plan re-.
quired to be made by an amendment made by
this section shall not be required to be made be-
fore the 1st plan year beginning on or after Jan-
uary 1, 1996. if—

(A) during the period after the date before the
date of the enactment of this Act and before
such 1st plan year. the plan is operated in ac-
cordance with the requirements of the amend-
ments made by this section: and

(B) such plan amendment applies retro-
actively to the period after the date before the
date of the enactment of this Act and before
such 1st plan year.
A plan shall not be treated as failing to be oper-
ated in accordance with the provisions of the
plan merely because it operates in accordance
with this paragraph.
SEC. 7379. ENFORCEMENT OF ORDERS FOR

HFALTH CARE COVERAGE.
Section 466(a) (42 U S. C. 666(a)). as amended

by sections 7315, 7317(a). 7323. 7365. 7369, 7374,
and 7376. is amended by adding at the end the
following new paragraph:

'(19) Procedures under which all child sup-
port orders enforced under this part shall in-
clude a provision for the health care coverage of
the child, and in the case in which an absent
parent provides such coverage and changes em-
ployment. and the new employer provides health
care coverage, the State agency shall transfer
notice of the plvvision to the employer, which
notice shall operate to enroll the child in the ab-
sent parents health plan, unless the absent par-
ent contests the notice.'
CHAPTER 9—ENHANCING RESPONSIBIL-

ITY AND OPPORTUNITY FOR
NONRESIDENTIAL PARENTS

SEC. 7381. GRANTS TO STATES FOR ACCESS AND
VISITATION PROGRAMS.

Part D of title IV (42 USC. 651-669) is amend-
ed by adding at the end the following new sec-
tion:
"SEC. 469A. GRAJVTS TO STA TES FOR ACCESS AND

VISITATION PROGRAMS.
'(a) IN GFNE.p.v.—The Administration for

Children and Families shall make grants under
this section to enable States to establish and ad-
minister programs to support and facilitate ab-
sent parents access to and visitation of their
children, by means of activities including medi-
ation (both voluntary and mandatory). counsel-
ing, education, development of parenting plans.
visitation enforcement (including monitoring.
supervision and neutral drop-off and pickup).
and development of guidelines for visitation and
alternative custody arrangements.

"(b) AMOUNT OF GRArrr.—The amount of the
grant to be made to a State under this section
for a fiscal year shall be an amount equal to the
lesser of—

(1) 90 percent of State expenditures during
the fiscal year for activities described in sub-
section (a); or
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(2) the allotment of the State under sub-

section (c) for the fiscal year.
(c) ALLO7MENTS TO STATES.—
(1) IN GENERAL—The allotment of a State for

a liscal year is the amount that bears the same
ratio to the amount appropriated for grants
under this section for the fiscal year as the
number of children in the State living with only
I biological parent bears to the total number of
such children in all States.

(2) MINIMUM ALLOTMENT—The Administra-
tion for Children and Families shall adjust al-
lotments to States under paragraph (I) as nec-
e.ssary to ensure that no State is allotted less
than-.-

'(A) $50000 for liscal year 1996 or 1997; or
"(B) $100,000 for any succeeding fiscal year.
'(d) NO SUPPLANTA TION OF STATE EXPENDI-

WRES FOR SIMILAR ACTIVITIES—A State to
which a grant is made under this section may
not use the grant to supplant expenditures by
the State for activities specified in subsection
(a). but shall use the grant to supplement such
expenditures at a level at least equal to the level
of such expenditures for fiscal year 1995.

'(e) STATE ADMINISTRATION—Each State to
which a grant is made under this section—

(1) may administer State programs funded
with the grant. directly or through grants to or
contracts with courts, local public agencies, or
nonprofit private entities;

(2) shall not be required to operate such pro-
grams on a statewide basis; and

(3) shall monitor, evaluate, and report on
such programs in accordance with regulations
prescribed by the Secretary.

CHAPTER 10—EFFECT OF ENACTMENT
SEC. 7391. EFFECTIVE DATES,

(a) IN GENERAL. —Except as otherwise. specifi-
cally provided (but subject to subsections (b)
and (c))—

(1) the provisions of this subtitle requiring the
enactment or amendment of State laws under
section 466 of the Social Security Act, or revision
of State plans under section 454 of such Act.
shall be effective with respect to periods begin-
ning on and after October 1, 1996: and

(2) all other provisions of this subtitle shall
become effective upon the date of the enactment
of this Act.

(b) GRACE PERIOD FOR STATE LAW CHANGES.—
The provisions of this subtitle shall become ef-
fective with respect to a State on the later of—

(I) the date specified in this subtitle, or
(2) the effective date of laws enacted by the

legislature of such State implementing such pro-
visions.

but in no event later than the 1st day of the 1st
calendar quarter beginning after the close of the
1st regular session of the State legislature that
begins after the date of the enactment of this
Act. For purposes of the previous sentence. in
the case of a State that has a 2-year legislative
session, each year of such session shall be
deemed to be a separate regular session of the
State legislature.

(c) GRACE PERIOD FOR STATE CONSTITUTIONAL
AMENDMENT—A State shall not be found Out of
compliance with any requirement enacted by
this subtitle if the State is unable to so comply
without amending the State constitution until
the earlier of—.

(1) 1 year after the effective date of the nec-
essary State constitutional amendment; or

(2) 5 years after the date of the enactment of
this subtitle.

Subtitle F—Noncitizens
SEC 7401. STATE OPTION TO PROHIBIT ASSIST-

ANCE FOR CERTAIN .4.LIENS.
(a) IN GENERAL—A State may. at its option,

prohibit the use of any Federal funds received
for the pmvision of assistance under any means-
tested public assistance program for any indi-
vidual who is a noncitizen of the United States.

(b) EXCEPTIONS. —Subsection (a) shall not
apply to—
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(1) any individual who is described in

subclause (II), (III), or (IV) of section
1614(a) (1) (B) (i) of the Social Security Act (42
U.S.C. 1382c(a)(l)(B)(i)); and

(2) any p/vgram described in section 7402(l) (2).
SEC. 7402. DEEMED INCOME REQUIREMENT FOR

FEDERAL AND FEDERALLY FUNDED
PROGRAMS.

(a) DEEMING REQUIREMENT FOR FEDERAL AND
FEDERALLY FUNDED PROGRAMS. —Subject to sub-
section (d). for purposes of determining the eligi-
bility of an individual (whether a citizen or na-
tional of the United States or an alien) for as-
sistance and the amount of assistance, under
any Federal program of assistance provided or
funded, in whole or in part, by the Federal Gov-
ernment for which eligibility is based on need,
the income and resources described in subsection
(b) shall, notwithstanding any other provision
of law, be deemed to be the income and re-
sources of such individual.

(b) DEFJfED INCOME AND RESOURCES—The in-
come and resources described in this subsection
include the following:

(1) The income and resources of any person
who, as a sponsor of such individuals entry
into the United States, or in order to enable
such individual lawfully to remain in the Unit-
ed States, executed an affidavit of support or
similar agreement with respect to such individ-
ual

(2) The income and resources of the sponsor's
spouse.

(c) LENGTH OF DEEMING PERIOD—The re-
quirement of subsection (a) shall apply for the
period for which the sponsor has agreed, in such
affidavit or agreement, to provide support for
such individual, or for a period of 5 years begin-
ning on the date such individual was first law-
fully in the United States after the execution of
such affidavit or agreement. whichever period is
longer.

(d) LIMITATION ON MEASUREMENT OF DEEMED
INCOME AND RESOURCES. —

(1) IN GENERAL. —If a determination described
in paragraph (2) is made, the amount of income
and resources of the sponsor or the sponsor's
spouse which shall be attributed to the spon-
sored individual shall not exceed the amount ac-
tually provided, for a period beginning on the
date of such determination and lasting 12

months or, if the address of the sponsor is un-
known to the sponsored individual on the date
of such determination, for 12 months after the
address becomes known to the sponsored indi-
vidual or to the agency (which shall inform
such individual within 7 days).

(2) DETERMINATION. —The determination de-
scribed in this paragraph is a determination by
an agency that a sponsored individual would.
in the absence of the assistance provided by the
agency. be unable to obtain food and shelter.
taking into account the individual's own in-
come, plus any cash, food, housing, or other as-
sistance provided by other individuals, includ-
ing the sponsor.

(e) DEEMING AUTHORITY TO STATE AND LOCAL
AGE) VCIES. —

(1) IN GENERAL—Notwithstanding any other
provision of law, but subject to an exception
equivalent to that in subsection (d). the State or
local government may, for purposes of determin-
ing the eligibility of an individual (whether a
citizen or national of the United States or an
alien) for assistance, and the amount of assist-
ance, under any State or local program of as-
sistance for which eligibility is based on need. or
any need-based program of assistance adminis-
tered by a State or local government other than
a program described in subsection (a). require
that the income and resources described in para-
graph (2) be deemed to be the income and re-
sources of such individual.

(2) DEEMED INCOME AND RESOURCES. — The in-
come and resources described in this paragraph
include the following:

(A) The income and resources of any person
who, as a sponsor of such individual's entry
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int) the United States, or in order to enable
such individual lawfully to remain in the Unit-
ed States, executed an affidavit of support or
si,vilar agreement with respect to such individ-

(B) The income and resources of the sponsor's
spouse.

(3, LENGTH OF DEEMED INCOME PERIOD—Sub-
jea to an exception equivalent to subsection ('dj),
a State or local government may impose a re-
quirement described in paragraph (1) for the pe-
riod for which the sponsor has agreed, in such
affidavit or agreement. to provide support for
such individual, orfora period of5 years begin-
nirlg on the date such individual was first law-
fully in the United States after the execution of
sLCh affidavit or agreement, whichever period is
longer.

(1) APPLICABILITY OF SECTION.—
(I) INDIVIDUALS. —The provisions of this sec-

ti,,n shall not apply to the eligibility of any in-
dviduaJ who is described in su/xlause (II). (III),o (IV,) of section of the Social
Security Act (42 U.S.C. 1382c(a) (1) (B) (I,),).

(2) PROGRAMS. —The provisions of this section
shall not apply to eligibility for—

(A) emergency medical services under title
)Xf of the Social Security Act.

(B) short-term emergency disaster relief:
(C) assistance or benefits under the National

5chool Lunch Act;
(D) assistance or benefits under the Child Nu-

trition Act of 1966;
(E) public health assistance for immunizations

with respect to immunizable diseases and for
testing and treatment for communicable diseases
if the Secretary of Health and Human Services
determines that such testing and treatment is
1ece.ssary.'

(F) the Head Start program (42 U.S.C. 9801):
,nd

(G) programs specified by the Attorney Gen-
ral. in the Attorney General's sole and
urireviewable discretion after consultation with
appropriate Federal agencies and departments,
which (i) deliver services at the community level.
including through public or private nonprofit
agencies: (ii) do not condition the provision of
assistance, the amount of assistance provided,
or the cost of assistance provided on the individ-
ual recipient's income or resources: and (iii) are
necessary for the protection of life, safety. or
public health.

g) CONFORMING AMENDMFJVTS. —
(1) Section 1621 (42 U.S.C. 13821) is repealed.
(2) Section 1614(0(3) (42 U.S.C. 1382c(I)(3)) is

amended by striking 'section 1621" and insert-
ing section 7402 of the Balanced Budget Rec-
onciliation Act of 1995'.
SEC. 7403. REQUIREMENTS FOR SPONSOR'S AFFI-

DA VIT OF SUPPORT.
(a) ENFORCMBILTTY.—NO affidavit of support

may be relied upon by the Attorney General or
by any consular officer to establish that an
alien is not excludable as a public charge under
sectiün 212(a) (4) of the Immigration and Nation-
ality Act unless such affidavit is executed as a
contract—

(1) which is legally enforceable against the
sponsor by the sponsored individual, by the
Federal Government. and by any State. district.
territory, or possession of the United States (Or
any subdivision of such State. district. territory.
or ssession of the United States) which pro-
vides any benefit under a program described in
sub5ection (d)(2). but not later than 10 years
after the sponsored individual last receives any
such benefit:

(2) in which the sponsor agrees to financially
support the sponsored individual. so thit he or
she will not become a public charge. until the
sponsored individual has worked in the United
States for 40 qualifying quarters: and

(3) in which the sponsor agrees to submit to
the jurisdiction of any Federal or State court for
the purpose of actions brought under subsection
(d)(4).

(b) FORMS. —Not later than 90 days after the
date of the enactment of this Act. the Secretary and

of State, the Attorney General, and the Sec-
retary of Health and Human Services shall
jointly formulate the affidavit of support de-
scribed in this section.

(c) NOTIFICATION OF CHANGE OF ADDRESS. —
(I) IN GENERAL. — The sponsor shall notify the

Attorney General and the State, district, tern-
tory. or possession in which the sponsored indi-
vidual is currently resident within 30 days of
any change of address of the sponsor during the
period specified in subsection (a)(l).

(2) PENALTY. —Any person subject to the re-
quirement of paragraph (I) who fails to satisfy
such, requirement shall be subject to a civil pen-
alty of—

(A) not less than $250 or more than $2,000. or
(B) if such failure occurs with knowledge that

the sponsored individual has received any bene-
fit described in section 241 (a) (5) (C) of the Immi-
gration and Nationality Act. not less than $2,000
or more than $5,000.

(d) REIMBURSEMEWT OF GOVERNMENT E-
PENSES. —

(I) IN GENERAL—Upon notification that a
sponsored individual has received any benefit
under a program described in paragraph (2). the
appropriate Federal. State. or local official shall
request reimbursement by the sponsor in the
amount of such assistance.

(2) PROGRAMS DESCRIBED—The programs de-
scribed in this paragraph include the following:

(A) Assistance under a State program funded
under part A of title IV of the Social Security
Act.

(B) The medicaid program under title XXI of
the Social Security Act.

(C) The food stamp program under the Food
Stamp Act of 1977.

(D) The supplemental security income pro-
gram under title XVI of the Social Security Act.

(E) Any State general assistance program.
(F) Any other program of assistance funded.

in whole or in part. by the Federal Government
or any State or local government entity, for
which eligibility for benefits is based on need,
except the programs specified in section
7402(0(2).

(3) REGULATIONS. — The Commissioner of So-
cial Security shall prescribe such regulations as
may be necessary to carry Out paragraph (1).
Such regulations shall provide for notification
to the sponsor by certified mail to the sponsor's
last known address.

(4) REIMBURSEMEWT.—If within 45 days after
requesting reimbursement. the appropriate Fed-
eral. State, or local agency has not received a
response from the sponsor indicating a willing-
ness to commence payments, an action may be
brought against the sponsor pursuant to the af-
fidavit of support.

(5) ACTION IN CASE OF FAIL LIRE—If the spon-
sor fails to abide by the repayment terms estab-
lished by such agency. the agency may. within
60 days of such failure, bring an action against
the sponsor pursuant to the affidavit of support.

(6) STATuTE OF LIMITATIONS—No cause of ac-
tion may be brought under this subsection later
than 10 years after the sponsored individual last
received any benefit under a program described
in paragraph (2).

(e) JUPJSDICTION.—For purposes of this sec-
tion. no State court shall decline for lack ofju-
risdiction to hear any action brought against a
sponsor for reimbursement of the cost of any
benefit under a program described in subsection
(d)(2) if the sponsored individual received public
assistance while residing in the State.

(1) DEFINITIONS. —For the purposes of this sec-
tion—

(I) the term "sponsor" means an individual
who.—

(A) is a United States citizen or national or an
alien who is lawfully admitted to the United
States far permanent residence:

(B) is 18 years of age or over;
(C) is domiciled in any of the several States of

the United States, the District of Columbia, or
any territory or possession of the United States:
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(D) demonstrates the means to maintain an

annual income equal to at least 200 percent of
the poverty line for the individual and the indi-
vidual '5 family (including the sponsored indi-
vidual). through evidence that shall include a
copy of the individual's Federal income tax re-
turns for his or her most recent two taxable
years and a written statement. executed under
oath or as permitted under penalty of perjury
under section 1746 of title 28. United States
Code, that the copies are true copies of such r-
turns:

(2) the term poverty line' has the same
meaning given such term in section 673(2) of the
Community Services Block Grant Act (42 U.S.C.
9902(2)); and

(3) the term 'qualifying quarter'• means a
three-month period in which the sponsored indi-
vidual has—

(A) earned at least the minimum necessary for
the period to count as one of the 40 calendar
quarters required to qualify for social security
retirement benefits:

(B) not received need-based public assistance:
and

(C) had income tax liability for the tax year of
which the period was part.
SEC. 7404. LIMITED EL(GIBILfTY OF NONCITIZENS

FOR 55! BENEFITS.
(a) IN G&vERAL.—Paragraph (I) of section

1614(a) (42 U.S.C. 1382c(a)) is amended—
(I) in subparagraph (B)(i), by striking 'ei-

ther" and all that follows through ", or" and
inserting '(I) a citizen: (II) a noncitizen who is
granted asylum under section 208 of the Immi-
gration and Nationality Act or whose deporta-
tion has been withheld under section 243(h) of
such Act for a period of not more than 5 years
after the date of arrival into the United States:
(III) a noncitizen who is admitted to the United
States as a refugee under section 207 of such Act
for not more than such 5-year period: (IV) a
noncitizen, lawfully present in any State (Or
any territory or possession of the United States).
who is a veteran (as defined in section 101 of
title 38, United States Code) with a discharge
characterized as an honorable discharge and
not on account of alienage or who is the spouse
or unmarried dependent child of such veteran;
or (1') a noncitizen who has worked sufficient
calendar quarters of coverage to be a fully in-
sured individual for benefits under title II. or
and

(2) by adding at the end the following new
flush sentence:
"For purposes of subparagraph (B)(i)(IV). the
determination of whether a noncitizen is law-
fully present in the United States shall be made
in accordance with regulations of the Attorney
General. A noncitizen shall not be considered to
be lawfully present in the United States for pur-
poses of this title merely because the noncitizen
may be considered to be permanently residing in
the United States under color of law for pur-
poses of any pa rticular program.

(b) EFFECTIVE DATE. —
(I) IN GENERAL—Except as provided in para-

graph (2). the amendments made by subsection
(a) shall apply to applicants for benefits for
months beginning on or after the date of the en-
actment of this Act. without regard to whether
regulations have been issued to implement such
amendments.

(2) APPLICATION TO CURRENT RECIPIENTS. —
(A) APPLICATION AND NOTICE. —Not withstand-

ing any other provision of law. in the case of an
individual who is receiving supplemental secu-
rity income benefits under title XVI of the So-
cial Security Act as of the date of the enactment
of this Act and whose eligibility for such bene-
fits would terminate by reason of the amend-
ments made by subsection (a). such amendments
shall apply with respect to the benefits of such
individual for months beginning on or after Jan-
uary 1, 1997. and the Commissioner of Social Se-
curity shall so notify the individual not later
than 90 days after the date of the enactment of
this Act.
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(B) REAPPLICATION.—
(1) IN GENEJZ4L.—Not later than 120 days after

the date of the enactment of this Act, each indi-
vidual notified pursuant to subparagraph (A)
who desires to reapply for benefits under title
XVI of the Soda! Security Act shall reapply to
the Commissioner of Social Security.

(ii) DETERMINA TION OF ELIGIBILITY.—Not later
than 1 year after the date of the enactment of
this Act, the commissioner of Social Security
shall determine the eligibility of each individual
who reapplies for benefits under clause (i) pur-
suant to the procedures of such title XVI.
SEC. 7405. TREA TMENT OF NO NC! TIZENS.

(a) IN GENERAL—Notwithstanding any other
pro vision of law, a noncitizen who has entered
into the United States on or after the date of the
enactment of this Act shall not, during the 5-
year period beginning on the date of such
noncitizen's entry into the United States, be eli
gible to receive any benefits under any program
of assistance provided, or funded, in whole or in
part. by the Federal Government. for which eli-
gibility for benefits is based on need.

(b) EXCEPTIONS. —Subsection (a) shall not
apply to—

(1) any individual who is described in
subcla use (II). (III), (IV). or (1,9 of section
1614(a)(1)(B)(i) of the Social Security Act (42
U.S. C. 1382c(a)(l)(B)(i)):

(2) any program described in section 7402(1) (2);
and

(3) payments for foster care and adoption as-
sistance under part E of title IV of the Social
Security Act for a child who would, in the ab-
sence of this section. be eligible to have such
payments made on the child's behalf under such
part, but only if the foster or adoptive parent or
parents of such child are not noncitizens de-
scribed in subsection (a).
SEC. 7406. INFORMATION REPORTING.

(a) TmE IV OF THE SOCIAL SECURITY ACT.—
Section 405 of the Social Security Act, as added
by section 7201(b). is amended by adding at the
end the following new subsection:

'(g) STATE REQUIRED TO PRovIDE CERTAIN
INFORMATION. —Each State to which a grant is
made under section 403 shall, at least 4 times
annually and upon request of the Immigration
and Naturalization Service, furnish the Immi-
gration and Naturalization Service with the
name and address o1 and other identifying in-
formation on. any individual who the State
knows is unlawfully in the United States.

(b) SSI.—Section 1631(e) (42 (1.5. C. 1383(e)) is
amended—

(1) by redesignating the paragraphs (6) and
(7) inserted by sections 206(d) (2) and 206(1) (1) of
the Social Security Independence and Programs
Improvement Act of 1994 (Public Law 103-296;
108 Stat. 1514, 1515) as paragraphs (7) and (8).
respectively; and

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

(9) Notwithstanding any other provision of
law, the commissioner shall, at least 4 times an-
nually and upon request of the Immigration and
Naturalization Service (hereafter in this para-
graph referred to as the 'Service 7, furnish the
Service with the name and address of; and other
identifying information on, any individual who
the commissioner knows is unlawfully in the
United States, and shall ensure that each agree-
ment entered into under section 1616(a) with a
State provides that the State shall furnish such
information at such times with respect to any
individual who the State knows is unlawfully in
the United States.

(c) HOUSING PROGjAMS.—Title I of the United
States Housing Act of 1937 (42 U.S.C. 1437 et
seq.) is amended by adding at the end the fol-
lowing new section.'
SEC. 2Z PROVISION OF INFORM4 TION TO L4 W

ENFORCEMENT AND OTHER AGEN-
CIFS.

"(a) NOTICE TO IMMIGRATION AND NATU-
RALIZATION SERVICE OF ILLEGAL ALIENS—Not-
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withstanding any other provision of law, the
Secretary shall, at least 4 times annually and
upon request of the Immigration and Natu-
ralization Service (hereafter in this subsection
referred to as the 'Service), furnish the Service
with the name and address ol and other identi-
fying information on, any individual who the
Secretary kno is unlawfully in the United
States, and shall ensure that each contract for
assistance entered into under section 6 or 8 of
this Act with a public housing agency provides
that the public housing agency shall furnish
such information at such times with respect to
any individual who the public housing agency
knows is unlawfully in the United States.
SEC. 7407. PROHIBITION ON PA YMENT OF FED-

EJZ4L BENEFITS TO CERTAIN PER.
SONS.

(a) IN GENERAL—Notwithstanding any other
provision of law and except as provided in sub-
section (b), Federal benefits shall not be paid or
provided to any person who is not a person law-
fully present within the United States,

(b) EXCEPTIONS. —Subsection (a) shall not
apply with respect to the following benefits.'

(1) Emergency medical services under title
XXI of the Social Security Act.

(2) Short-term emergency disaster relief
(3) Assistance or benefits under the National

School Lunch Act,
(4) Assistance or benefits under the Child Nu-

tn'tion Act of 1966.
(5) Public health assistance for immunizations

and, if the Secretary of Health and Human
Services determines that it is necessary to pre-
vent the spread of a serious communicable dis-
ease, for testing and treatment of such disease.

(c) DEFINITIONS. —For purposes of this section:
(1) FEDEi4L BENEFIT—The term "Federal

benefit" means—
(A) the issuance of any grant, contract, loan,

professional license, or commercial license pro-
vided by an agency of the United States or by
appropriated funds of the United States; and

(B) any retirement, welfare, Social Security.
health, disability, public housing, post-second-
ary education, food stamps, unemployment ben-
efit. or any other similar benefit for which pay-
ments or assistance are provided by an agency
of the United States or by appropriated funds of
the United States,

(2) PERSON LAWFULLY PRESENT WITHIN THE
UNITED STATES—The term peron lawfully
present within the United States" means a per-
son who, at the time the person applies for, re-
ceives, or attempts to receive a Federal benefit,
is a United States citizen, a permanent resident
alien, an alien whose deportation has been
withheld under section 243(h) of the Immigra-
don and Nationality Act (8 U.S.C. 1253(h)). an
asylee. a refugee. a parolee who has been pa-
roled for a period of at least 1 year. a national.
or a national of the United States for purposes
of the immigration laws of the United States (as
defined in section 101 (a) (17) of the Immigration
and Nationality Act (8 U.S.C. 1101 (a) (1 7)).

(d) STATE OBLIGATION—Notwithstanding any
other provision of law, a State that administers
a program that provides a Federal benefit (de-
scribed in subsection (c) (1)) or provides State
benefits pursuant to such a program shall not be
required to provide such benefit to a person who
is not a person lawfully present within the Unit-
ed States (as defined in subsection (c)(2))
through a State agency or with appropriated
funds of such State.

(e) VERIFICATION OF ELIGIBILITY. —
(I) IN GENERAL. —Not later than 18 months

after the date of the enactment of this Act, the
Attorney General of the United States, after
consultation with the Secretary of Health and
Human Services, shall promulgate regulations
requiring verification that a person applying for
a Federal benefit, including a benefit described
in subsection (b). is a person lawfully present
within the United States and is eligible to re-
ceive such benefit. Such regulations shall, to the
extent feasible, require that information re-
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quested and exchanged be similar in form and
manner to information requested and exchanged
under section 1137 of the Social Security Act.

(2) STATE COMPLIANCE—Not later than 24
months after the date the regulations described
in paragraph (1) are adopted, a State that ad-
ministers a program that provides a Federal
benefit described in such paragraph shall have
in effect a verification system that complies with
the regulations.

(3) AUTHORiZATION OF APPROPPJATIONS. —
There are authorized to be appropriated such
sums as may be necessary to carry Out the pur-
pose of this section.

(1) SEVERABILITY—If any provision of this
section or the application of such provision to
any person or circumstance is held to be uncon-
stitutional, the remainder of this section and the
application of the provisions of such to any per-
son or circumstance shall not be affected there-
by.
Subtitle C—Additional Provisions Relating to

Welfare Reform
CHAPTER 1—REDUCTIONS IN FEDERAL

GO VEJ?RMENT POSITIONS
SEC. 7I!. REDUCTIONS.

(a) DEFINITIONS. —As used in this section:
(I) APPROPRIATE EFFECTIVE DATE—The term

'appropriate effective date", used with respect
to a Department referred to in this section,
means the date on which all provisions of sub-
title D of title I, this subtitle, or subtitles C. D,
E, and F of this title that the Department is re-
quired to cany out, and amendments and re-
peals made by such titles and subtitles to pro vi-
sions of Federal law that the Department is re-
quired to carry out, are effective.

(2) COVER.E.D ACTIVITY—The term covered
activity", used with respect to a Department re-
ferred to in this section, means an activity that
the Depart.rnent is required to carry out under—

(A) a provision of subtitle D of title I, this
subtitle, or subtitle C. D, E, or F of this title; or

(B) a provision of Federal law that is amend-
ed or repealed by any such title or subtitles.

(b) REPORTS.—
(I) COIrrENTS.—Not later than December 31.

1995. each Secretary referred to in paragraph (2)
shall prepare and submit to the relevant commit-
tees described in paragraph (3) a report contain-
ing—

(A) the determinations described in subsection
(c);

(B) appropriate documentation in support of
such determinations; and

(C) a description of the methodology used in
making such detenninations.

(2) SECRETARY—The Secretaries referred to in
this paragraph are—

(A) the Secretary of Agriculture,'
(B) the Secretary of Education;
(C) the Secretary of Labor;
(D) the Secretary of Housing and Urban De-

velopment: and
(E) the Secretary of Health and Human Serv-

ices.
(3) RELEVAI1T COMMITTEES. —The relevant

Committees described in this paragraph are the
following:

(A) With respect to each Secretary described
in paragraph (2). the Committee on Government
Reform and Oversight of the House of Rep-
resentatives and the Committee on Govern-
mentalAffair of the Senate.

(B) With respect to the Secretary of Agri-
culture, the Committee on Agriculture and the
Committee on Economic and Educational Op-
portunities of the House of Representatives and
the Committee on Agriculture, Nutrition, and
Forestry of the Senate.

(C) With respect to the Secretary of Edu-
cation, the Committee on Economic and Edu-
cational Opportunities of the House of Rep-
resentatives and the Committee on Labor and
Human Resources of the Senate.

(D) With respect to the Secretary of Labor, the
Committee on Economic and Educational Op-
portunities of the House of Representatives and
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the Committee on Labor and Human Resources
of te Senate.

(1) With respect to the Secretary of 1-lousing
and Urban Development, the Committee on
Banking and Financial Services of the House of
Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate.

() Wih respect to the Secretary of Health
and Human Services, the Committee on Eco-
nov,ic and Educational Opportunities of the
Ho ise of Representatives, the Committee on
La,'or and Human Resources of the Senate. the
Canmittee on Ways arid Means of the House of
Representatives, and the Committee on Finance
of he Senate.

(4) REPORT ON CHANGES—Not later than De-
ceviber 31. 1996. and each December 31 there-
afler, each Secretary referred to in paragraph
(2) shall prepare and submit to the relevant
CGmmittees described in paragraph (3), a report
co.werning any changes with respect to the de-
terminations made under subsection (c) for the
year in which the report is being submitted.

(c) DETERMINATIONS—Not later than Decm-
ber 31, 1995, each Secretary referred to in sub-
se tion (b) (2) shall determine—

(I) the number of full-time equivalent posi-
ti)ns required by the Department headed by
such Secretary to carry Out the covered activi-
ti.s of the Department, as of the day before the
d?te of enactment of this Act;

(2) the number of such positions required by
the Department to carry out the activities, as of
the appropriate effective date for the Depart-
Irent; and

(3) the difference obtained by subtracting the
number referred to in paragraph (2) from the
number referred to in paragraph (1).

(d) ACTIONS—Not later than 30 days after the
appropriate effective date for the Department
ivolved, each Secretary referred to in sub-
section (b) (2) shall take such actions as may be
necessIry. including reduction in force actions.
consistent with sections 3502 and 3595 of title 5,
United States Code, to reduce the number of po-
itions of personnel of the Department by at
least the difference referred to in subsection
c)(3).

(e) cONSISTENCY.—
(lj) EDUCATION—The Secretary of Education

shall carry Out this section in a manner that en-
bles the Secretary to meet the requirements of
this section.

(2) LABOR—The Secretary of Labor shall
carry Out this section in a manner that enables
the Secretary to meet the requirements of this
section.

(3) HEALTH AND HUMAN SERViCES—The Sec-
retary of Health and Human Services shall
carry Out this section in a manner that enables
the Secretary to meet the requirements of this
section and section 7412.

(V CALCULATION—In determining, under sub-
section (c), the number of full-time equivalent
positions required by a Department to carry Out
a covered activity. a Secretary referred to in
subsection (b)(2), shall indude the number of
such positions occupied by personnel carrying
Out program functions or other functions (in-
cluding budgetary. legislative, administrative,
planning, evaluation, and legal functions) relat-
ed to the activity.

(g) GENERAL ACCOUNTING OFFiCE REPORT.—
Not later than July I, 19%, the Comptroller Gen-
eral of the United States shall prepare and sub-
mit to the committees described in subsection
(b)(3), a report concerning the determinations
mad by each Secretary under subsection (c).
Such report shall contain an analysis of the de-
terminations made by each Secretary under sub-
section (c) and a determination as to whether
further reductions in full-time equivalent posi-
tiOn are appropriate.
SEC 7412. REDUCING PERSONNEL IN WASHING.

TON, D.C. AREA.
In making reductions in full-time equivalent

positions, the Secretary of Health and Human
Services is encouraged to reduce personnel in
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the Washington, DC, area office (agency head-
quarters) before reducing fIeld personnel.
CHAPTER 2—BLOCK GRAPTS FOR SOCIAL

SERWCES
SEC. 7421. REDUCTION IN BLOCK GRANTS FOR

SOCIAL SERVICES.
Section 2003(c) (42 U.S.C. 1397b) is amended—
(1) by striking "and" at the end of paragraph

(4); and
(2) by striking paragraph (5) and inserting the

following:
"(5) $2,800,000,000 for each of the fiscal years

1990 through 1996: and
'(6) $2,240,000,000 for each fiscal year after

fiscal year 1996.'
SEC. 7422. ESTABlISHING NATIONAL GOALS TO

PREVENT TEENA GE PREGNANCIES.
(a) IN GENERAL—Not later than January I,

1997, the Secretary of Health and Human Serv-
ices shall establish and implement a strategy
for—

(I) preventing an additional 2 percent of out-
of-wedlock teenage pregnancies a year, and

(2) assuring that at least 25 percent of the
communities in the United States have teenage
pregnancy prevention programs in place.

(b) REPORT. —Not later than June 30. 1998,

and annually thereafter. the Secretary shall re-
port to the Congress with respect to the progress
that has been made in meeting the goals de-
scribed in paragraphs (1) and (2) of subsection
(a).

(c) Our-OF- WEDL OCK AND TEENAGE PREG-
NANCY PREVENTION PROGRAMS. —Section 2002 (42
U.S.C. 1397a) is amended by adding at the end
the following new subsection:

'(f)(l) The Secretary shall conduct a study
with respect to State programs that have been
implemented to determine the relative effective-
ness of the different approaches for reducing
out-of-wedlock pregnancies and preventing
teenage pregnancy and the approaches that can
be best replicated by other States.

"(2) Each State shall provide to the Secretary,
in such form and with such frequency as the
Secretary requires. data from the programs the
State has implemented. The Secretary shall re-
port to the Congress annually on the progress of
the programs and shall. not later than June 30.
1998, submit to the Congress a report on the
study required under paragraph (1).
CHAPTER 3—FOSTER CARE MAI!TENANCE

PA 7fEPTrS PROGRAM
SEC. 7431. LIMITATION ON GRO WJ'JI OF 4DMINIS-

TRA TIVE EXPENSES FOR FOSTER
CARE MAINTENANCE PA YMEN7
PROGRAM.

Section 474(b) (42 U.S.C. 674) is amended by
adding at the end the following new paragraph:

"(5) Notwithstanding the provisions of sub-
paragraphs (D) and (E) of subsection (a)(3). the
total amount of the payment under such sub-
paragraphs with respect to the foster care main-
tenance payments program for any fiscal year
beginning with fiscal year 1996 shall not exceed
110 percent of the total amount of such payment
for the preceding fiscal year.

CHAPTER 4—MISCELLANEOUS
PRO WSIONS

SEC. 7441. EXEMPTION OF BA 7TERED INDIVID-
UALS FROM CERTAIN REQUIRE-

MENTS.
(a) IN GENERAL. —Notwithstanding any other

provision of; or amendment made by. subtitle D
of title I of this Act, this subtitle. or subtitle C.
D, E, or F of this title, the applicable admin-
istering authority of any specified provision
may exempt from (Or modify) the application of
such provision to any individual who was bat-
tered or subjected to extreme cruelty if the phys-
ical, mental, or emotional well-being of the indi-
vidual would be endangered by the application
of such provision to such individual. The appli-
cable administering authority may take into
consideration the family circumstances and the
counseling and other supportive service needs of
the individual.
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(b) SPECIFIED PROVISIONS. —For purposes of

this section, the term "specified provision"
means any requirement. limitation, or penalty
under any of the following:

(I) Sections 404, 405 (a) and (b), 406 (b), (c),
arid (d). 414(d), 453(c), 469A. and 1614(a) (1) of
the' Social Security Act.

(2) Sections 5(i) (other than paragraph (3)
thereof) and 6 (d) and 0) and the provision re-
lating to work requirements in section 6 of the
Food Stamp Act of 1977.

(3) Sections 7401(a) and 7402 of this Act.
(c) DEFINITIONS AND SPECIAL RULES. —For

purposes of this section—
(I) BATTERED OR SUBJECTED TO EXTREME CRU-

ELTY. —The term "battered or subjected to ex-
treme cruelty" includes. but is not limited to—

(A) physical acts resulting in, or threatening
to result in, physical injury;

(B) sexual abuse, sexual activity involving a
dependent child, forcing the caretaker relative
of a dependent child to engage in
nonconsensual sexual acts or activities. or
threats of or attempts at physical or sexual
abuse;

(C) mental abuse; and
(D) neglect or deprivation of medical care.
(2) CALCULATION OF PARTICiPATION RATES. —

An individual exempted from the work require-
ments under section 404 of the Social Security
Act by reason of subsection (a) shall not be in-
duded for purposes of calculating the State's
participation rate under such section.
SEC. 7442. SENSE OF TIlE SENATE ON LEG1SL4-

TIVE ACCOUNTABILJ7Y FOR UN-
FUNDED MANDATES IN WELFARE RE-
FORM LEGISLATION.

(a) FINDINGS—The Senate finds that the pur-
poses of the Unfunded Mandates Reform Act of
1995 are—

(1) to strengthen the partnership between the
Federal Government and State, local and tribal
governments;

(2) to end the imposition. in the absence of
full consideration by Congress, of Federal man-
dates on State, local and tribal governments
without adequate Federal funding, in a manner
that may displace other essential State, local
and tribal governmental priorities;

(3) to assist Congress in its consideration of
proposed legislation establishing or revising
Federal programs containing Federal mandates
affecting State, local and tribal governments.
and the private sector by—

(A) providing for the development of informa-
tion about the nature and size of mandates in
proposed legislation; and

(B) establishing a mechanism to bring such in-
formation to the attention of the Senate and the
House of Representatives before the Senate and
the House of Representatives vote on proposed
legislation;

(4) to promote informed and deliberate deci-
sions by Congress on the appropriateness of
Federal mandates in any particular instance;
and

(5) to require that Congress consider whether
to provide funding to assist State, local and trib-
al governments in complying with Federal man-
dates.

(b) SENSE OF THE SENATE. —It is the sense of
the Senate that prior to the Senate acting on the
conference report on either HR. 4 or any other
legislation including welfare reform provisions.
the Congressional Budget Office shall prepare
an analysis of the conference report to include—

(1) estimates, over each of the next 7 fiscal
years, by State and in total. of—

(A) the costs to States of meeting all work re-
quirements in the conference report. including
those for single-parent families. two-parent fam-
ilies, and those who have received cash assist-
ance for 2 years;

(B) the resources available to the States to
meet these work requirements. defined as Fed-
eral appropriations authorized in the conference
report for this purpose in addition to what
States are projected to spend under current wel-
fare law; and
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(C) the amount of any additional revenue

needed by the States to meet the work require-
ments in the conference report. beyond resources
available as defined under subparagraph (B):

(2) an estimate, based on the analysis in pal'a-
graph (I), of how many States would opt to pay
any penalty provided for by the conference ir-
port rather than raise the additional revenue
needed to meet the work requirements in the
conference report: and

(3) estimates, over each of the next 7 fiscal
years. of the costs to States of any other require-
ments imposed on them by such legislation.
SEC. 744f3, SENSE OF TIlE SENATE REGARDING

ENFORCEMENT OF STATUTORYRAPE
LA WS.

It is the sense of the Senate that States and
local jurisdictions should aggressively enforce
statutory rape laws.
SEC. 7444. SANCTIONING FOR TESTING POSITIVE

FOR CONTROLLED SUBSTANCES
Notwithstanding any other provision of law,

States shall not be prohibited by the Federal
Government from sanctioning welfare recipients
who test positive for use of controlled sub-
stances.
SEC. 7445. FRAUD UNDER MEANS-TESTED WEL-

FARE AND PUBLIC ASSISTANCE PRO-
GRAMS.

(a) IN GENERAL—If an individuals benefits
under a Federal. State. or local law relating to
a means-tested welfare or a public assistance
program are reduced because of an act of fraud
by the individual under the law or program. the
individual may not, for the duration of the re-
duction, receive an increased benefit under any
other means-tested welfare or public assistance
program for which Federal funds are appro-
priated as a result of a decrease in the income
of the individual (determined under the applica-
ble pmgram) attributable to such reduction.

(b) WELFARE OR PUBLJ C ASSISTANCE PRO-
GRAMS FOR WHIcH FEDERAL FUNDS ARE APPRO-
PRI4TED.—For purposes of subsection (a). the
term means-tested welfare or public assistance
program for which Federal funds are appm-
priated' shall include the food stamp program
under the Food Stamp Act of 1977 (7 U.S.C. 2011
et seq.), any program of public or assisted hous-
ing under title I of the United States Housing
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Act of 1937 (42 USC. 1437 et seq,), and State
programs funded under part A of title IV of the
Social Security Act (42 USC. 601 et seq.).
Subtitle H—Reform of the Earned In come Tax

Credit
SEC. 7460, AMENDMENT OF 1986 CODE.

Except as otherwise expressly provided, when-
ever in this subtitle an amendment or repeal is
expressed in terms of an amendment to. or re-
peal of: a section or other provision, the ref-
erence shall be considered to be made to a sec-
tion or other provision of the Internal Revenue
Code of 1986.
SEC. 7461, EARNED INCOME CREDIT DENIED TO

INDIVIDUALS NOT AUTHORIZED TO
BE EMPLOYED IN THE UNITED
STATES.

(a) IN GENERAL. —Section 32(c) (I) (relating to
individuals eligible to claim the earned income
tax credit) is amended by adding at the end the
following new subparagraph:

"(F) IDENTIFICA Tf ON NUMBER REQUIREMENT. —
The term 'eligible individual does not include
any individual who does not include on the re-
turn of tax for the taxable year-.--

'(i) such individuals taxpayer identification
number, and

(ii) if the individual is married (within the
meaning of section 7703). the taxpayer identi-
fication number of such individuals spouse.

(b) SPECIAL IDENTIFICATION NUMBER. —Section
32 is amended by adding at the end the follow-
ing new subsection:

'(I) IDEVFIFICATION NUMBERS. —Solely for
purposes of subsections (c) (I) (F) and (c) (3) (D) a
taxpayer identification number means a social
security number issued to an individual by the
Social Security Administration (other than a so-
cial security number issued pursuant to clause
(II) (or that portion of clause (III) that relates
to clause (II)) of section 205(c) (2) (B) (i) of the So-
cial Security Act).'

(c) EXTENSION OF PROCEDURES APPLICABLE TO
MATHEMATICAL OR CLERICAL ERRORS. —Section
6213(g)(2) (relating to the definition of mathe-
matical or clerical errors) is amended by striking
'and"at the end of subparagraph (D). bystrik-
ing the period at the end of subparagraph (E)
and inserting a comma, and by inserting after

S 16289
subparagraph (E) the following new subpara-
graphs:

'(F) an omission of a correct taxpayer identi-
fication number required under section 32 (relat-
ing to the earned income tax credit) to be in-
cluded on a return, and

an entry on a return claiming the credit
under section 32 with respect to net earnings
from self-employment described in section
32(c) (2)(A) to the extent the tax imposed by sec-
tion 1401 (relating to self-employment tax) on
such net earnings has not been paid.

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31. 1995.
SEC 7462. REPEAL OF EARNED INCOME CREDIT

FOR INDIVIDUALS Wr.rHOuT CHIL-
DREN.

(a) IN GENERAL. —Subparagraph (A) of section
32(c) (1) (defining eligible individual) is amended
to read as follows:

(A) IN GENERAL—The term 'eligible individ-
ual means any individual who has a qualifying
child for the taxable year.

(b) CONFORMING AMENDMENTS—Each of the
tables contained in paragraphs (I) and (2) of
section 32(b) are amended by stnking the items
relating to no qualifying children.

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1995.
SEC. 7463 MODIFICATION OF EARNED INCOME

CREDIT AMOUNT AND PHASEO liT.

(a) DECREASE IN CREDIT RATE.—
(I) IN GENERAL—Subsection (b) of section 32.

as amended by section 7462(b). is amended to
read as follows:

(b) PERCENTAGES AND AMOUNTS.—
"(I) IN GENERAL—The credit percentage shall

be determined as follows:
'in the case of an

eligible individual The credit
with: percentage is:
I qualifying child 34

2 or more qualifying children 36

"(2) AMOUNTS—The earned income amount
and the phaseout amount shall be determined as
follows:

"In the case of an eligible individual with: The earned income
amount is: The phaseout amount is:

(2) CONFORMING AMENDMENT—Paragraph (I)
of section 32(j) is amended by striking "sub-
section (b)(2)(A)" and inserting "subsection
(b)(2)'.

(b) PJIASEOW.—Paragraph (2) of section 32(a)
(relating to limitation) is amended to read as
follows:

(2) LIMITATION—The amount of the credit
allowable to a taxpayer under paragraph (I) for
any taxable year shall be reduced by 0.66 per-
cent (0.86 percent if only I qualifying child) for
each S100 or fraction thereof by which the tax-
payer's adjusted gross income (or. if greater.
earned income) for the taxable year exceeds the
phaseout amount.

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1995,
SEC. 7464. RULES RELATING TO DENIAL OF

EARNED INCOME CREDIT ON BASIS
OF DISQUALIFIED INCOME.

(a) DEF!NITJ ON OF DISQUALIFIED INCOME. —
Paragraph (2) of section 32(i) (defining disquali-
fied income) is amended by striking and" at
the end of subparagraph (B), by striking the pe-
riod at the end of subparagraph (C) and insert-
ing , and', and by adding at the end the fol-
lowing new subpara graphs:

(D) capital gain net income, and
(E) the excess (if any) of—

(i) the aggregate income from all passive ac-
tivities for the taxable yeal (determined without
regard to any amount described in a preceding
subparagraph), over

'(ii) the aggregate losses from all passive ac-
tivities for the taxable year (as so determined).
For purposes of subparagraph (E) the term
'passive activity has the meaning given such
term by section 469.

(b) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31. 1995.
SEC. 7465. MODIFICATION OF ADJUSTED GROSS

INCOME DEFINITION FOR EARNED
INCOME CREDIT.

(a) IN GENERAL. —Subsections (a) (2). (c) (I) (C),
and (I)(2)(B) of section 32 are each amended by
striking 'adjusted gross income" and inserting
'modified adjusted gross income'

(b) MODIFIED ADJUSTED GROSS INCOME DE-
FINED. —Section 32(c) (relating to definitions and
special rules) is amended by adding at the end
the following new paragraph:

(5) MODJFJ ED ADJUSTED GROSS INCOME. —
'(A) IN GENERAL—The term modified ad-

justed gross income means adjusted gross in-
come—

'(i) increased by the sum of the amounts de-
scribed in subparagraph (B). and

'(ii) determined without regard to—
(I) the amounts described in subparagraph

or

'(II) the deduction allowed under section 172.
'(B) NONTAXABLE INCOME TAKEN INTO AC-

COUVF.—Amounts described in this subpara-
graph are—

'(i) social security benefits (as defined in sec-
tion 86(d)) received by the taxpayer during the
taxable year to the extent not included in gross
income.

'(ii) amounts which—
'(I) are received during the taxable year by

(or on behalf of') a spouse pursuant to a divorce
or separation instrument (as defined in section
71(b)(2)), and

'(II) under the terms of the instrument are
fixed as payable for the support of the children
of the payor spouse (as determined under sec-
tion 71(c)).

but only to the extent such amounts exceed
$6000,

"(iii) interest received or accrued during the
taxable year which is exempt from tax imposed
by this chapter. and

'(iv) amounts received as a pension or annu-
ity. and any distributions or payments received
from an individual retirement plan, by the tax-
payer during the taxable year to the extent not
included in gross income,

Clause (iv) shall not include any amount which
is not includible in gross income by reason of

I qualifying child $6,000 $11,000
2 or more qualifying children $8, 425 $11,000."
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section 402(c). 403(a) (4), 403(b) (8). 408(d) (3). (4),
or (5), or 457(e) (1 0).

'(C) CERTAIN AMOUNTS DISREGARDED. —An

amended to read as follows: 'The employing
agency shall deduct and withhold from the
basic pay of an employee. Member. congres-

January 1, 1970. to December 31,
1995.

January 1, 1996, to December 31.
amount is described in this subparagraph if it sional employee, law enforcement officer, fire- 1996.
is—

(1) the amount of losses from sales or ex-
fighter. bankruptcy judge. judge of the United
States court of Appeals for the Armed Forces,

January 1. 1997, to December 31.
1997.

cfwnges of capital assets in excess of gains from
such sales or exchanges to the extent such

United States magistrate, or claims court judge,
as the case may be, the percentage of basic pay

January 1. 1998. to December 31,
2002.

amunt does not exceed the amount under see- applicable under subsection (c). ". After December 31. 2002.'
tioj 1211(b) (1).

(ii) the net loss from the cari'ying on of
trades or businesses, computed separately with
respect tO

'(I,) trades or businesses (other than farming)
conducted as sole proprieto,hips,

'(II) trades or businesses of farming con-
ducted as sole proprietorships, and

'('III) other trades or business,

(2) AGENCY COiVTRIBUTIONS.—
(A) INCREASE IN AGENCY CONTRIBUTIONS DUR

ING CALENDAR YEARS 19% THROUGH 2002.—Section
8334 (a) (1) of title 5, United States code (as
amended by this section) is further amended—

(i) by inserting lA)' after (1,)"• and
(ii) by adding at the end thereof the following

new subparagraph:

(D) in the matter relating to a law enforce-
ment officer for law enforcement service and
firefighter for firefighter service by stnking Out

'7½ After December 31. 1974.'

and inserting in lieu thereof the following:
7.5 January 1. 1975. to December 31.

1995.

"(iii) the net loss from estates and trusts, and (B)(i) NotwiThstanding subparagraph (A), 7.75 January 1, 1996. to December 31.
'(iv) the excess (if any) of amounts described

in subsection (i) (2)(c)(ii) over the amounts LIe-
the agency contribution under the second sen-
tence of such subparagraph. during the period

1996.
7.9 January 1. 1997. to December 31.

scibed in subsection (i)(2)(c)(i) (relating to
nonbusiness rents and royalties).
For purposes of clause (ii). there shall not be
taken into account items which are attributable

beginning on January 1. 1996. through December
31, 2002—

'(I) for each employing agency (other than
the United States Postal Service) shall be 8.5

1997.
8 January 1, 1998, to December 31.

2002.
7.5 After December 31. 2002.'

tc a trade or business which consists of the per-
fcrmance of services by the taxpayer as an m-
poyee. ".

(c) EFFECTIVE DATE—The amendments made
b, this section shall apply to taxable years be-
g.nning after December 31. 1995.
SEC. 7466. PROVISIONS TO IMPROVE TAX COMPL.f-

ANcE.
(a) INCREASE IN PENALTIES FOR RETURN PRE-

FARERS.—
(1,) UNDERSTA TEMENT PENALTY. —Section 6694

(relating to understatement of income tax liabil-
ity by income tax return preparer) is amended—

percent of the basic pay of an employee, con-
gressional employee, and a Member of congress.
9 percent of the basic pay of a law enforcement
officer and a firefighter. and 9.5 percent of the
basic pay of a claims court judge, a United
States magistrate, a judge of the United States
court of Appeals for the Armed Services, and a
bankz-uptcyjudge. as the case may be: and

"(II) for the United States Postal Service shall
be 7 percent of the basic pay of an employee and
9 percent of the basic pay of a law enforcement
officer. ",

(B) NO REDUCTION IN AGENCY CONTRIBUTIONS

(E) in the matter relating to a bankruptcy
judge by striking out

"8 After December 31, 19.'

and inserting in lieu thereof the following:
'8 January 1, 1984. to December 31,

1995.
8.25 January 1. 1996, to December 31.

1996
8.4 January 1, 1997, to December 31.

1997
8.5 January 1, 1998. to December 31,

2002.
(A) by striking "$250" in subsection (a) and

inserting '$500' and
(B) by striking "$1,000" in subsection (b) and

inserting $2,000".
(2) OTHER ASSESSABLE PENALTIES—Section

695 (relating to other assessable penalties) is

BY THE POSTAL SERVICE—Agency contributions
by the United States Postal Service under sec-
tion 8348(h) of tide 5, United States code—

(1) shall not be reduced as a result of the
amendments made under paragraph (3) of this
subsection: and

8 After December 31, 2002.

(F) in the matter relating to a judge of the
United States court of Appeals for the Armed
Forces for service as a Judge of that court by
striking out

,mended—
(A) by striking "$50' and '$25. 000' in sub-

(ii) shall be computed as though such amend-
ments had not been enacted.

"8 On and after the date of the enact-
ment of the Department of De-

.ections (a), (b), (c), (d) and (e) and inserting
$100" and "$50,000", respectively, and
(B) by striking "$500" in subsection (0 and

Inserting "$1,000".
(b) AIDING AND ABETTING PENALTY. —Section

6701(b) (relating to amount of penalty) 1

amended—

(3) INDIVIDUAL DEDUCTIONS, WITHHOLDINGS,
AND DEPOSITS. — The table under section 8334(c)
of title 5, United States code, is amended—

(A) in the matter relating to an employee by
striking Out

"7 After December 31, 1969."

fense Authorization Act, 1984."

and inserting in lieu thereof the following:
"8 The date of the enactment of the

Department of Defense Author-
ization Act, 1984, to December 31,
1995.

(1) by striking '$1,000" in paragraph (lj and
inserting '2,000", and

(2) by striking "10.000" in paragraph (2) and
inserting "20.000".

(c) REVIEW OF ELECTRONIC FILING OF EARNED
INCOME CREDIT CLAIMS—The Secretary of the
Treasury shall use the maximum review process
that is administratively feasible to ensure that
originators of electronic returns involving the
earned income credit under section 32 of the In-
ternal Revenue code of 1986 comply with the

and inserting in lieu thereof the following:
'7 January 1, 1970, to December 31,

1995.
7.25 January 1, 1996, to December 31.

1996.
7.4 January 1, 1997. to December 31,

1997.
7.5 January 1, 1998. to December 31,

2002.
After December 31, 2002. ":

8.25 January 1, 1996. to December 31,
1996.

8.4 January 1, 1997. to December 31,
1997.

8.5 January 1, 1998, to December 31,
2002.

8 After December 31. 2002

(C) in the matter relating to a United States
magistrate by striking Out

"8 After September 30, 1987.
law.

(d) EFFECTIVE DATE—The amendments made
by this section shall apply to penalties with re-
spect to taxable years beginning after December
31, 1995.

Subtitle I—Increase in Public Debt
SEC. 7471. INCREASE IN PUBLIC DEBT.

(B) in the matter relating to a Member or em-
ployee for congressional employee service by
striking Out

"7½ After December 31. 1969."

and inserting in lieu thereof the following:
7.5 January 1, 1970, to December 31,

and inserting in lieu thereof the following:
8 October 1, 1987. to December 31,

1995.
8.25 January 1, 1996. to December 31,

1996.
8.4 January 1, 1997, to December 31,

1997.
Subsection (b) of section 3101 of title 31, Unit-

ed States Code, is amended by striking the dol-
lar amount contained therein and inserting

'$5,500.000,000,000'.

TITLE VIII—COMMflTEE ON
COVER WMENTAL AFFAIRS

1995.
7.25 January 1, 1996, to December 31.

1996.
7.4 January 1. 1997, to December 31.

1997.
7.5 January 1. 1998. to December 31.

2002.

8.5 January 1, 1998, to December 31,
2002.

8 After December 31. 2002.'

and
(H) in the matter relating to a Claims Court

judge by striking Out
SEC. 8001. EXTENSION OF DELA YIN COST-OF-LI V.

INC ADJUSTMENTS IN FEDERAL EM-
PLOYEE RETIREMENT BENEFITS
THROUGH FISCAL YEAR 2002.

Section 11001 (a) of the Omnibus Budget Rec-
onciliation Act of 1993 (Public Law 103-66: 107

(C) in the matter relating to a Member for
Member service by striking out

8 After December 31, 1969.'

Star. 408) is amended in the matter preceding
paragraph (1) by striking out "or 1996. ' and in-

and inserting in lieu thereof the following:

serting in lieu thereof "1996, 1997. 199g. 1999.
2000, 2001. or 2002,
SEC 8002. INCREASED CONTRIBUTIONS :rO FED-

ERAL CIVILIAN RETIREMENT S Y$
TEMS.

(a) CIVIL SERVICE RETIREMENT SYSTEM. —
(1,) DEDUCTIONS. — The fitt sentence 01 section
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'8 After September 30. 1988."

and inserting in lieu thereof the following:
"8 October 1, 1988. to December 31.

1995.
8.25 January 1, 1996. to December 31.

1996.
8.4 January 1, 1997, to December 31.

1997.
8.5 January 1, 1998. to December 31.

2002.
8 After December 31. 2002.

(4) OTHER SERVICE. —

(A) MILITARY SERVICE. —Section 83340) of title
5, United States Code, is amended—

(I) in paragraph (1) (A) by inserting and sub-
ject to paragraph (5). after 'Except as pro-
vided in subparagraph (B). ';and

(ii,) by adding at the end thereof the following
new paragraph:

"(5) Effective with respect to any period of
military service after December 31. 1995. the per-
centage of basic pay under section 204 of title 3?
payable under paragraph (I) shall be equal to
the same percentage as would be applicable
under section 8334(c) for that same period for
service as an employee, subject to paragraph
(l)(B).

(B) VOLUNTEER SERVICE—Section 8334(l) of
title 5, United States Code, is amended—

(I) in paragraph (I) by adding at the end
thereof the following: "This paragraph shall be
subject to paragraph (4). "; and

(ii) by adding at the end thereof the following
new paragraph:

"(4) Effective with respect to any period of
service after December 31. 1995. the percentage
of the readjustment allowance or stipend (as the
case may be) payable under paragraph (I) shall
be equal to the same percentage as would be ap-
plicable under section 8334(c) for that same pe
nod for service as an employee.

(b) FEDERAL EMPLOYEES RETIREMENT SYS-
TEM. —

(I) INDIVIDUAL DEDUCTIONS AND
WITHHOLDINGS. —

(A) IN GENERAL. —Section 8422 (a) of title 5.

United States Code. is amended by striking out
paragraph (2) and inserting in lieu thereof the
following:

'(2) The percentage to be deducted and with-
held from basic pay for any pay period shall be
equal to—

"(A) the applicable percentage under para-
graph (3). minus

'(B) the percentage then in effect under sec-
tion 3101(a) of the Internal Revenue code of
1986 (relating to rate of tax for old-age. survi-
vors, and disability insurance).

"(3) The applicable percentage under this
paragraph. for civilian service shall be as fol-
lows;

Employee 7 Before January 1, 1996.
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January 1. 1996. to December 31,

1996.
January 1. l99Z to December 31,

1997.
January 1. 1998. to December 31.

2002.
After December31, 2002.
7.5 Before January 1. 1996.

January 1, 1996, to December 31.
1996.

January 1, 199Z to December 31.
1997.

January 1, 1998. to December 31.
2002.

After December 31, 2002.
7.5 Before January 1, 1996.
January 1. 1996, to December 31.

1996.
January 1, 199Z to December 31.

1997.
January 1, 1998, to December 31.

2002.
After December 31, 2002.
7.5 Before January 1. 1996.

January 1. 1996, to December 31,
1996.

January 1. 1997, to December 31.
1997.

January 1. 1998, to December 31,
2002.

After December 31. 2002.

(B) MILITARY SERVICE. —-Section 8422(e) of title
5. United States Code, is amended—

(I) in paragraph (I) (A) by inserting "and sub-
ject to paragraph (6). ' after "Except as pro-
vided in subparagraph (B), ' and

(ii) by adding at the end thereof the following:
'(6) The percentage of basic pay under sec-

tion 204 of title 37 payable under paragraph (I),
with respect to any period of military service
performed during—

'(A) January 1, 1996, through December 31,
1996. shall be 3.25 percent;

(B) January 1, 1997. through December 31,
1997. shall be 3.4 percent: and

'(c) January 1. 1998. through December 31,
2002. shall be 3.5 percent.

(C) VOLUNTEER SERVICE—Section 8422(1) of
title 5, United States code, is amen ded—

(i) in paragraph (I) by adding at the end
thereof the following; 'This paragraph shall be
subject to paragraph (4). "; and

(ii) by adding at the end the following:
'(4) The percentage of the readjustment al-

lowance or stipend (as the case may be) payable
under paragraph (I), with respect to any period
of volunteer service performed during—

'(A) January 1. 1996. through December 31,
1996. shall be 3.25 percent;

'(B) January 1. 1997. through December 31.
1997. shall be 3.4 percent; and

'(C) January 1, 1998, through December 31.
2002, shall be 3.5 percent.'

(2) NO REDUCTION IN AGENCY CONTPJBU-
TIONS. —Agency contributions under section 8423
(a) and (b) of title 5. United States Code, shall
not be reduced as a result of the amendments
made under paragraph (I) of this subsection.

(c) EFFECTIVE DATE.—The amendments made
by this section shall take effect on the fIrst day
of the first applicable pay period beginning on
or after January 1, 1996.
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SEC. 8003. FEDERAL RETIREMENT PROVISIONS

RELATING TO MEMBERS OF CON.
CRESS AND CONGRESSIONAL EM
PLO VEES.

(a) REL4TING TO THE YEARS OF SERVICE AS A
MEMBER OF COMJR.ESS AND CONGRESSIONAL EM-
PLO YEES FOR PUR.POSES OF COMPUTING AN AN-
NUITY.—

(I) CSRS.—Section 8339 of title 5, United
States Code, is amended—

(A) in subsection (a) by inserting 'or Mem-
ber" after "employee: and

(B) by striking out subsections (b) and (c).
(2) FERS.—Section 8415 of title 5, United

States Code, is amended—
(A) by striking out subsections (b) and (c);
(B) in subsections (a) and ) by inserting "or

Member' after 'employee each place it ap-
pears; and

(C) in subsection ) (2) by striking out 'Con-
gressional employee.

(b) ADMINISTRATIVE REGULATIONS—The Sec-
retary of the Senate and the Clerk of the House
of Representatives, in consultation with the Of-
fice of Personnel Management. may prescribe
regulations to carry out the provisions of this
section and the amendments made by this sec-
tion for applicable employees and Members of
Congress.

(c) EFFECTIVE DATES.—
(1) YEARS OF SERVICE: ANNUITY COMPUTA-

TION.—(A) The amendments made by subsection
(a) shall take effect on the date of the enact-
ment of this Act and shall apply only with re-
spect to the computation of an annuity relating
to—

(i) the service of a Member of Congress as a
Member or as a Congressional employee per-
formed on or after January 1. 1996; and

(ii) the sezvice of a Congressional employee as
a Congressional employee performed on or after
Jan uaryl, 1996.

(B) An annuity shall be computed as though
the amendments made under subsection (a) had
not been enacted with respect to—

(i) the service of a Member of Congress as a
Member or a Congressional employee or military
service performed before January 1. 1996; and

(ii) the sezvice of a Congressional employee as
a Congressional employee or military service
performed before January 1, 1996.
II (2) REGULATIONS—The provisions of sub-
section (b) shall take effect on the date of the
enactment of this Act.
TITLE IX—COMMITTEE ON THE JUDICIARY
SEC. 5001. PA TENT AND TRADEMARK FEES.

Section 10101 of the Omnibus Budget Rec-
onciliation Act of 1990 (35 U.S.C. 41 note) is
amended—

(I) in subsection (a) by striking '1998" and
inserting '2002'

(2) in subsection (b)(2) by striking "1998" and
inserting '2002'; and

(3) in subsection (c)—
(A) by striking through 1998" and inserting

through 2002'; and
(B) by adding at the end the following:
'(9) S119,0110,01101n fiscal year 1999.
'(10) S119,000.ocoin fiscal year 2000.

(II) $119. CCC, 0CC in fiscal year 2001.
'(12) $119000000 in fiscal year 2002.
TITLE X—COMMflTEE ON LABOR AND

HUMAN RESOURCES
SECTION 10001. REFERENCES; GENERAL EFFEC-

TIVE PA TE.

(a) REFERENCES—Except as otherwise ex-
pressly provided, whenever in this title an
amendment or repeal is expressed in terms of an
amendment to, or repeal of: a section or other
pro vision. the reference shall be considered to be
made to a section or other pro vision of the High-
er Education Act of l%5 (20 U.S.C. 1001 et seq.).

(b) GENERAL EFFECTIVE DATE. —Unless other-
wise specified in this title, the amendments made
by this title shall take effect on January 1, 19%.
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beccmes a member of the Armed Forces or enters
on active duty during any fiscal year beginning
on or after October 1. 1996. and before Septem-
ber 30, 2002. and who does not make an election
unler subsection (d)(1) of this section, shall be
rec'uced, for each of the first 12 months that
such individual is entitled to such pay. by an
ajiount equal to the amount of the reduction re-
qu fred under this subsection during the preced-
inr fiscal year increased by the percentage, if
any, by which rates payable for educational as-
sistance are increased under section 3015(g) of
this title with respect to the fiscal year during
which the individual first becomes a member of
th Arzmd Forces or enters on active duty.

'(3) Any amount by which the basic pay of an
individual is reduced under this chapter shall
revert to the Treasury and shall not, for pur-
pcses of any Federal law, be considered to have
been received by or to be within the control of
such individual.

Subtitle D—Miscellaneous
Si?C. 11041. CLARIFICATION OF ENTITLEMFVT

FOR BENEFITS FOR DISABILJTY Re'-
SLIL TING FROM TREA TMENT OR VO-
CA TIONAL SERWCES PRO UDED BY
DEPARTMENT OF VETERANS AF-
FAIRS.

(a) CLARIFICATION. — The text of section 1151
of title 38. United States Code, is amended to
read as follows:

(a) (1) Disability or death compensation shall
te awarded under this chapter. and dependency
nd indemnity compensation shall be awarded
under chapter 13 of this title, for additional dis-
rbility or death of a veteran in the same manner
is if such additional disability or death, as the
ease may be. were service-connected if such ad-
Iitional disability or death—

'(A) is not the result of the veteran's willful
niisconduct; and

'(B) results from—
(i) carelessness, negligence, lack of proper

.kJll. error in judgment. or similar instance of
fault In any hospital care, medical or suiical
treatment, or examination furnished either by a
Department employee or in a Department facil-
ity under any of the laws administered by the
Secretary;

an event in such hospital care, medical
or surgical treatment, or examination that is not
reasonably foreseeable: or

"(iii) the provision of training and rehabilita-
tive services by the Secretary (Or by a service-
provider used by the Secretary for such pro vi-
sion nder section 3115 of this title) as part of
an approved rehabilitation program under chap-
ter 31 of this title.

'(2.) For purposes of paragraph (1), the term
'Department facility' means a facility over
which the Secretary has direct jurisdiction.

"(b) Where an individual is, on or after De-
cember 1, 1962, awarded a judgment against the
United States in a civil action brought pursuant
to section 1346(b) of title 28 or. on or after De-
cember 1, 1962, enters into a settlement or com-
promise under section 2672 or 2677 of title 28 by
reason of a disability or death treated pursuant
to this section as if it were service-connected,
then no benefits shall be paid to such individual
for any month beginning after the date such
judgment. settlement. or compromise on account
of sch disability or death becomes final until
the aggregate amount of benefits which would
be paid but for this subsection equals the total
amount included in such judgment, settlement.
or compromise.

(b) EFFECTIVE DATE. — The amendment made
by subsection (a) shall take effect on the date of
the enactment of this Act and apply to claims
filed (including original claims and applications
to reopen. revise, reconsider, or otherwise
readjudicate claims previously filed) for disabil-
ity or death compensation, or dependency and
indemnity compensation. on or after that date,
regardless of the date of the occurrence of the
additional disability or death upon which the
claims are based.

SEC. 11042. A(JTJIORJTY TO PAY PLOT OR INTER-
MEfrr ALLOWANCE FOR VETERANS
BURIED INSTATE CEMETERIES.

Section 2303 of title 38. United States Code, is
amended by adding at the end the following:

(c) Subject to the availability of funds appro-
priated, in addition to the benefits provided for
under section 2302 of this title. section 2307 of
this title, and subsection (a) of this section. in
the case of a veteran who—

'(I) is eligible for burial in a national ceme-
tery under section 2402 of this title, and

'(2) is buried (without charge for the cost of
a plot or interment) in a cemetery, or a section
of a cemetery, that (A) is used solely for the in-
terment of persons eligible for burial in a na-
tional cemetery, and (B) is owned by a State or
by an agency or political subdivision of a State,
the Secretary may pay to such State. agency. or
political subdivision the sum of $150 as a plot or
interment allowance for such veteran, provided
that payment was not made under clause (I) of
subsection (b) of this section.

TITLE XII—COMMITTEE ON FINANCE—
REVENUE PROVISIONS

SEC. 12000. SHORT TITLE,' REFERENCES; TABLE
OF COt rrEf 1T5.

(a) SHORT TITLE—This title may be cited as
the "Revenue Reconciliation Act of 1995'

(b) AMENDMEI'rrs TO INTERNAL REVENUE CODE
OF 1986.—Except as otherwise specifically pro-
vided, wherever in this title an amendment is ex-
pressed in terms of an amendment to or repeal of
a section or other provision, the reference shall
be considered to be made to that section or other
provision of the Internal Revenue Code of 1986.

(c) TABLE OF CONTENTS—The table of con-
tents of this title is as follows,'

TITLE XII—COMMITTEE ON FINANCE—
REVENUE PROVISIONS

Sec. 12000. Short title; references; table of con-
tents,

Subtitle A—Family Tax Relief
Sec. 12001. Child tax credit.
Sec. 12002. Reduction in marriage penalty.
Sec. 12003. Credit for adoption expenses.
Sec. 12004. Credit for interest on education

loans,
Subtitle B—Savings And Investment Incentives
CHAPTER i—RETIREMENT SAVINGS INCENTIVES

SUBCHAPTER A—INDIVIDUAL RETIREMENT PLANS

PART I—RESTORATION OF IRA DEDUCTION

Sec. 12101. Restoration of IRA deduction.
Sec. 12102. Inflation adjustment for deductible

amount.
Sec. 12103. Homemakers eligible for full IRA de-

duction.
PART 11—NONDEDUCTIBLE TAX-FREE IRAS

Sec. 12111. Establishment of nondeductible tax-
free individual retirement ac-
counts,

SUBCHAPTER B—PENALTY-FREE DISTRIBUTIONS
Sec. 12121. Distributions from certain plans may

be used without penalty to pur-
chase first homes or to pay higher
education or financially devastat-
ing medical expenses.

SUBCHAPTER C—SIMPLE SAVINGS PLANS
Sec. 12131. Establishment of savings incentive

match plans for employees of
small employers.

Sec. 12132. Extension of simple plan to 401(k)
arrangements.

CHAPTER 2—CAPITAL GAINS REFORM

SUBCHAPTER A—TAXPAYERS OTHER THAN
CORPORA TIONS

Sec. 12141. Capital gains deduction.
Sec. 12142. Modifications to exclusion of gain

on certain small business stock.
Sec. 12143. Rollover of gain from sale of quali-

fied stack,
SUBCHAPTER B—CORPORATE CAPITAL GAINS

Sec. 12151. Reduction of alternative capital
gain tax for corporations.

October 30, 1995
CHAPTER 3—CORPORA TEAL TFPJVA TIVE MINIMUM

TAX REFORM

Sec. 12161. Modification of depreciation rules
under minimum tax.

Sec. 12162. Long-term unused credits allowed
- against minimum tax.

Subtitle C— Health Related Provisions
CHAPTER I—LONG-TERM CARE PROVISIONS

SUBCHAPTER A—LONG-TERM CARE SERVICES AND
CONTRACTS

PART 1—GENERAL PROVISIONS

Sec. 12201. Qualified long-term care services
treated as medical care.

Sec. 12202. Treatment of long-term care insur-
ance or plans.

Sec. 12203. Reporting requirements.
Sec. 12204. Effective dates.

PART 11—CONSUMER PROTECTION PRO VISIONS

Sec. 12211. Policy requirements.
Sec. 12212. Requirements for issuers of long-

term care insurance policies.
Sec. 12213. Coordination with State require-

ments.
Sec. 12214. Effective dates.

SUBCHAPTER B—TREATMENT OF ACCELERATED
DEATH BENEFITS

Sec. 12221. Treatment of accelerated death ben-
efits under life insurance con-
tracts,

Sec. 12222. Treatment of companies issuing
qualified accelerated death bene-
fit riders,

SUBCHAPTER C—MEDICAL SA VINGS ACCOUNTS

Sec. 12231. Deduction for contributions to medi-
cal savings accounts,

Sec. 12232. Exclusion from income of employer
contributions to medical savings
accounts,

Sec. 12233. Medical savings accounts,
SUBCHAPTER D—OTHER PROVISIONS

Sec. 12241. Increase in deduction for health in-
surance costs of self-employed in-
dividuals,

Sec. 12242. Adjustment of death benefit limits
for certain policies.

Sec. 12243. Organizations subject to section 833.
Subtitle D—Estate Tax Reform

Sec. 12301. Family-owned business exclusion.
Sec. 12302. Increase in unified estate and gift

tax credit,
Sec. 12303. Treatment of land subject to a quali-

fied conservation easement.
Sec. 12304. Expansion of exception from genera-

tion-skipping transfer tax for
transfers to individuals with de-
ceased parents.

Sect 12305. Extension of treatment of certain
rents under section 2032A to lineal
descendants,

Subtitle E—Extension Of Expiring Provisions
CHAPTER I—EXTENSIONS THROUGH FEBRUARY

28. 1997
Sec. 12401. Employer-provided educational as-

sistance programs.
Sec. 12402. Research credit.
Sec. 12403. Employer-provided group legal serv-

ices.
Sec. 12404. Orphan drug tax credit.
Sec. 12405. Contributions of stock to private

foundations.
Sec. 12406. Delay of scheduled increase in tax

on fuel used in commercial a via-
tion,

CHAPTER 2—ExTENSIONS OF SUPERFUND AND OIL
SPILL LIABILITY TAXES

Sec. 12411. Extension of hazardous substance
superfund.

Sec. 12412. Extension of oil spill liability tax.
CHAPTER 3—EXTENSIONS RL4 TING TO FUEL

TAXES

Sec. 12421. Ethanol blender refunds.
Sec. 12422. Extension of binding contract date

for biomass and coal facilities,
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CHAPTER 4—DIESEL DYFJNG PRO VISIONS

Sec. 12431. Moratorium for excise tax on diesel
fuel sold for use or used in diesel-
powered motorboats.

CHAPTER 5—TREA 7MENT OF INDIVIDUALS WHO
EXPA TRJA TE

Sec. 12441. Revision of tax rules on expatria-
tion.

Sec. 12442. Information on individuals expatri-
ating.

Subtitle F—Taxpayer Bill of Rights 2 Provisions
Sec. 12501. Expansion of authority to abate in-

terest.
Sec. 12502. Review of IRS failure to abate inter-

est.
Sec. 12503. Joint return may be made after sepa-

rate returns without full payment
of tax.

Sec. 12504. Modifications to certain levy exemp-
tion amounts.

Sec. 12505. Offers-in-compromise.
Sec. 12506. A ward of litigation costs permitted

in declaratory judgment proceed-
ings.

Sec. 12507. Court discretion to reduce award for
litigation costs for failure to ex-
haust administrative remedies.

Sec. 12508. Enrolled agents included as third-
party recordkeepers.

Sec. 12509. Safeguards relating to designated
summonses.

Sec. 12510. Annual reminders to taxpayers with
outstanding delinquent accounts.

Subtitle G—Casualty And Involuntary
Conversion Provisions

Sec. 12601. Basis adjustment to property held by
corporation where stock in cor-
polation is replacement property
under involuntary conversion
rules.

Sec. 12602. Expansion of requirement that in-
voluntarily converted property be
replaced with property acquired
from an unrelated person.

Sec. 12603. Special rule for crop insurance pro-
ceeds and disaster payments.

Sec. 12604. Application of in voluntary exclusion
rules to presidentially declared
disasters.

Subtitle H—Exempt Organizations and
Charitable Reforms

Sec. 12701. Cooperative service organizations for
certain foundations.

Sec. 12702. Exclusion from unrelated business
taxable income for certain spon-
sorship payments.

Sec. 12703. Treatment of dues paid to agricul-
tural or horticultural organiza-
tions.

Sec. 12704. Repeal of credit for contributions to
community development corpora-
tions.

Sec. 12705. Clarification of treatment of quali-
fied football coaches plans.

Subtitle I—Tax Reform and Other Provisions
CHAPTER I—PROVISIONS RELATING TO

BUSINESSES

Sec. 12801. Tax treatment of certain extraor-
dinary dividends.

Sec. 12802. Registration of confidential cor-
polate tax shelters.

Sec. 12803. Denial of deduction for interest on
loans with respect to company-
owned insurance.

Sec. 12804. Termination of suspense accounts
for family corporations required
to use accrual method of account-
ing.

Sec. 12805. Termination of Puerto Rico and pos-
session tax credit.

Sec. 12806. Depreciation under income forecast
method.

Sec. 12807. Repeal of exclusion for interest on
loans used to acquire employer se-
curities.
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CHAPTER 2—LEGAL REFORMS

Sec. 12811. Repeal of exclusion for punitive
damages and for damages not at-
tributable to physical injuries or
sickness.

Sec. 12812. Reporting of certain payments made
to attorneys.

CHAPTER 3—REFORMS RELATING TO
NONR.ECOGNITION PROVISIONS

Sec. 12821. No rollover or exclusion of gain on
sale of principal residence which
is attributable to depreciation de-
ductions.

Sec. 12822. Nonrecognition of gain on sale of
principal residence by noncitizens
limited to new residences located
in the United States.

CHAPTER 4—ExCISE TAX AND TAX-EXEMPT BOND
PROVISIONS

Sec. 12831. Repeal of diesel fuel tax rebate to
purchasers of diesel-powered
automobiles and light trucks.

Sec. 12832. Repeal of wine and flavors content
credit.

Sec. 12833. Modifications to excise tax on ozone-
depleting chemicals.

Sec. 12834. Election to avoid tax-exempt bond
penalties for local furnishers of
electricity and gas.

Sec. 12835. Tax-exempt bonds for sale of Alaska
Power Administration facility.

CHAPTER 5—FORFJGN TRUST TAX COMPLJANCE

Sec. 12841. Improved information reporting on
foreign trusts.

Sec. 12842. Modifications of rules relating to
foreign trusts having one or more
United Stares beneficiaries.

Sec. 12843. Foreign persons not to be treated as
owners under grantor trust rules.

Sec. 12844. Information reporting regarding for-
eign gifts.

Sec. 12845. Modification of rules relating to for-
eign trusts which are not grantor
trusts.

Sec. 12846. Residence of estates and trusts, etc.
CHAPTER 6—FINAjVCJAL ASSET SECURI 77.24 TION

INVESTMEI'rTS

Sec. 12851. Financial asset securitization in vest-
ment trusts.

CHAPTER 7—DEPRECIATION PROVISIONS

Sec. 12861. Treatment of contributions in aid of
construction.

Sec. 12862. Deduction for certain operating au-
thority.

Sec. 12863. Class life for gas station convenience
stores and similar structures.

CHAPTER 8—OTHER PROVISIONS

Sec. 12871. Application of failure-to-pay pen-
alty to substitute returns.

Sec. 12872. Extension of withholding to certain
gambling winnings.

Sec. 12873. Losses from foreclosure property.
Sec. 12874. Newspaper distributors treated as di-

rect sellers.
Sec. 12875. Nonrecognition treatment for certain

transfers by common trust funds
to regulated investment compa-
nies.

Sec. 12876. Treatment of certain insurance con-
tracts on retired lives.

Sec. 12877. Treatment of modified guaranteed
contracts.

Sec. 12878. 31000000 compensation deduction
limit extended to all employees of
all corporations.

Sec. 12879. Sense of the Senate.
Sec. 12880. Increased deductibility of business

meal expenses for individuals sub-
ject to Federal limitations on
hours of service.

Sec. 12881. Rollover of gain from sale of farm
assets to individual retirement
plans.

Sec. 12882. Disposition of stock in domestic cor-
porations by JO-percent foreign
shareholders.
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Sec. 12883. Limitation on treaty benefits.
Sec. 12884. Sense of the Senate regarding tax

treatment of con versions of thrift
charters to bank charters.

Subtitle i—Pension Simplification
CHAPTER I—GENERAL PROVISIONS

SUBCHAPTER A—SIMPLIFICATION OF
NONDISCRIMINATION PRO VISIONS

Sec. 12901. Definition or highly compensated
employees; repeal of family aggre-
gation.

Definition of compensation for sec-
tion 415 purposes.

Modification of additional participa-
tion requirements.

Nondiscrimination rules for quali-
fied cash or deferred arrange-
ments and matching contribu-
tions.

SUBCHAPTER B—SIMPLIFIED DISTRIBW7ON RULES
Sec. 12911. Repeal of 5-year income averaging

for lump-sum distributions.
Sec. 12912. Repeal of $5. 000 exclusion of employ-

ees' death benefits.
Sec. 12913. Simplified method for taxing annu-

ity distributions under certain em-
ployer plans.

Sec. 12914. Required distributions.
SUBCHAPTER C—TARGETED ACCESS TO PENSION

PLANS FOR SMALL EMPLOYERS
Sec. 12916. Credit for pension plan start-up

costs of small employers.
Sec. 12917. Tax-exempt organizations eligible

under section 401(k).
SUBCHAPTER D—PA PER WORK REDUCTION

Sec. 12921. Limitation on combined section 415
limit.

SUBCHAPTER E—MISCELLANEOUS SIMPLIFICATION
Sec. 12931. Treatment of leased employees.
Sec. 12932. Plans covering self-employed indi-

viduals.
Sec. 12933. Elimination of special vesting rule

for multi employer plans.
Sec. 12934. Full-funding limitation of multiem-

ployer plans.
Sec. 12935. Treatment of governmental and mul-

tiemployer plans under section
415.

Sec. 12936. Treatment of deferred compensation
plans of State and local govern-
ments and tax-exempt organiza-
tions.

Sec. 12937. Contributions on behalf of disabled
employees.

Sec. 12938. Distributions under rural coopera-
tive plans.

Sec. 12939. Tenured faculty.
Sec. 12940. Uniform retirement age.
Sec. 12941. Modifications of section 403(b).
Sec. 12942. Tax on prohibited transactions.
Sec. 12943. Extension of Internal Revenue Serv-

ice user fees.
Sec. 12944. Limitation on State income taxation

of certain pension income.
CHAPTER 2—CHURCH PLANS

Sec. 12951. New qualification provision for
church plans.

Sec. 12952. Retirement income accounts of
churches.

Sec. 12953. Contracts purchased by a church.
Sec. 12954. Change in distribution requirement

for retirement income accounts.
Sec. 12955. Required beginning date for dis-

tributions under church plans.
Sec. 12956. Participation of ministers in church

plans.
Sec. 12957. Certain rules aggregating employees

not to apply to churches, etc.
Sec. 12958. Self-employed ministers treated as

employees for purposes of certain
welfare benefit plans and retire-
ment income accounts.

Sec. 12959. Deductions for contributions by cer-
tain ministers to retirement in-
come accounts.

Sec. 12902.

Sec. 12903.

Sec. 12904.
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See. 12960. Modification for church plans of

rules for plans maintained by
more than one employer.

See. 12961. Section 457 not to apply to deferred
compensation of a church.

Se:. 12962. Church plan modification to sepa-
rate account requirement of sec-
tiOn 401(h).

Sec. 1293. Rule relating to investment in con-
tract not to apply to foreign mis-
sionaries.

& c. 12964. Repeal of elective deferral catch-up
limitation for retirement income
accounts.

S'c. 12955. Church plans may annuitize bene-
fits.

Sc. 12966. Church plans may increase benefit
payments.

SOc. 12S67. Rules applicable to self-insured med-
ical reimbursement plans not to
apply to plans of churches.

Sec. 12968. Retirement benefits of ministers not
subject to tax on net earnings
from self-employment.

Subtitle A—Family Tax Relief
EC. 12001. CHILD TAX CREDIT.

(a) IN GENERAL—Subpart A of part IVof sub-
('hapter A of chapter 1 (relating to nonrefund-
able personal credits) is amended by inserting
after section 22 the following new section:
SEC. 23. CHILD TAX CREDIT.

(a) ALLOWANCE OF CREDIT—There shall be
.llo wed as a credit against the tax imposed by
this thapter for the taxable year an amount
equal to $500 multiplied by the number of quali-
fying children of the taxpayer.

c'b,.' LIMITATION.—
O) IN GENERAL—The amount of the credit

which would (but for this subsection) be allowed
by subsection (a) shall be reduced (but not
below zero) by $25 for each $1,000 (or fraction
thereci) by which the taxpayers adjusted gross
income exceeds the threshold amount.

12) THRESHOLD AMOUNT. —For purposes of
paragraph (1), the term threshold amount
means—

'(A) $110,000 in the case ofajoint return,
•.(E) $75000 in the case of an individual who

is not married, and
"(C) $55, COO in the case of a married individ-

ual filing a separate return.
For purposes of this paragraph, marital status
shall be determined under section 7703.

(c) QUALIFYING CHILD—For purposes of this
section—

1!) IN GENERAL—The term qualifying child
means any individual if—

"(4) the taxpayer is allowed a deduction
under section 151 with respect to such individ-
ual for such taxable year,

?B) such individual has not attained the age
of 18 as of the dose of the calendar year in
which the taxable year of the taxpayer begins.
and

•i'C) such individual bears a relationship to
the taxpayer described in section 32(c)(3) (B) (de-
termined without regard to clause (ii) thereof).

(2) EXCEPTION FOR CERTAIN NONCfl7ZENS. —
Th term qualifying child' shall not include
any individual who would not be a dependent if
the first sentence of section 152(b)(3) were ap-
plied without regard to all that follows resident
of the United States.

(d) CERTAIN OTHER RULES APPLY. —Rules
si,r'ilar to the rules of subsections (d) and (e) of
section 32 shall apply for purposes of this sec-
tion.

(b) CLERICAL AMENDMENT—The table of sec-
tions for subpart A of part IV of subchapter A
of chapter 1 is amended by inserting after the
item relating to section 22 the following new
item:

Sec. 23. Child tax credit.'
(c) EFFECTIVE DATE. —The amendments made

by this section shall apply to taxable years be-
ginning after December 31. 1995.
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SEC. 12002. REDUCTION IN MARRIAGE PENALTY

(a) INCREASE IN BASIC STANDARD DEDUCTION
FOR MARRIED INDIVIDUALS. —Section 63(c) (re-
lating to standard deduction) is amended—

(I) by striking $5,000' in paragraph (2)(A)
and inserting the applicable dollar amount",

(2) by striking $2,500" in paragraph (2)(D)
and inserting '½ of the applicable dollar
amount", and

(3) by inserting after paragraph (6) the follow-
ing new paragraph:

'(7) APPLICABLE DOLLAR AMOUNT—For pur-
poses of paragraph (2), the applicable dollar
amount shall be determined under the following
table:
"For taxable years

beginning in The applicable
calen dar year— dollar amount is—
1996 $6,800
1997 7,150
1998 7.500
1999 7,950
2000 8,200
2001 8,600
2002 9,100
2003 9,500
2004 9,950
2005 and thereafter 10,800
(b) COST-OF-LIVING ADJUSTMENTS—Section

63(c) (4) (relating to adjustments for inflation) is
amended by adding at the end the following
new flush sentence:
'This paragraph shall also apply to the $10,800

amount in paragraph (7) for taxable years be-
ginning after 2005. except that subparagraph
(B) shall be applied by substituting '2004' for
1987.

(c) EFFECTIVE DATE—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1995.
SEC. 12003. CREDIT FOR ADOPTION EXPENSES.

(a) IN GENERAL—Subpart A of part IV of sub-
chapter A of chapter 1 (relating to nonrefund-
able personal credits), as amended by section
12001. is amended by inserting after section 23
the following new section:
"SEC. 24. ADOPTION EXPENSES.

'(a) ALLOWANCE OF CREDIT—In the case of
an individual, there shall be allowed as a credit
against the tax imposed by this subtitle for the
taxable year the amount of the qualified adop-
tion expenses paid or incurred by the taxpayer
during such taxable year.

'(b) LIMITATIONS.—
'(I) DOLLAR LIMITATION—The aggregate

amount of qualified adoption expenses which
may be taken into account under subsection (a)
with respect to the adoption of a child shall not
exceed $5,000.

"(2) INCOME LIMITATION—The amount allow-
able as a credit under subsection (a) for any
taxable year shall be reduced (but not below
zero) by an amount which bears the same ratio
to the amount so allowable (determined without
regard to this paragraph but with regard to
paragraph (I)) as—

"(A) the amount (if any) by which the tax-
payer's taxable income exceeds $60, COO, bears to

'(B) $40,000.
'(3) DENIAL OF DOUBLE BENEFIT. —
"(A) IN GENER4L.—No credit shall be allowed

under subsection (a) for any expense for which
a deduction or credit is allowable under any
other provision of this chapter.

"(B) GRjvTS.—No credit shall be allowed
under subsection (a) for any expense to the ex-
tent that funds for such expense are received
under any Federal. State, or local program.

"(C) REIMBURSEMENT—No credit shall be al-
lowed under subsection (a) for any expense to
the extent that such expense is reimbursed and
the reimbursement is excluded from gross income
under section 137

'(c) CARRYFOR WARDS OF UNUSED CREDIT. —If
the credit allowable under subsection (a) for
any taxable year exceeds the limitation imposed
by section 26(a) for such taxable year reduced
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by the sum of the credits allowable under this
subpart (other than this section), such excess
shall be carried to the succeeding taxable year
and added to the credit allowable under sub-
section (a) for such taxable year. No credit may
be carried forward under this subsection to any
taxable year following the fifth taxable year
after the taxable year in which the credit arose.

(d) QUALIFIED ADOPTION EXPENSES. —
11) IN GENERAL—The term qualified adop-

tion expenses' means reasonable and necessary
adoption fees, court costs, attorney fees, and
other expenses—

(A) which are directly related to, and the
principal purpose of which is for, the legal and
final adoption of an eligible child by the tax-
payer, and

'(B) which are not incurred in violation of
State or Federal law or in carrying Out any sur-
rogate parenting arrangement.

(2) EXPENSES FOR ADOPTION OF SPOUSE'S
CHILD NOT ELIGIBLE—The term 'qualified adop-
tion expenses' shall not include any expenses in
connection with the adoption by an individual
of a child who is the child of such individual's
spouse.

13) ELIGIBLE CHILD— The term 'eligible child'
means any individual—

(A) who has not attained age 18 as of the
time of the adoption, or

"(B) who is physically or mentally incapable
of caring for himself

(e) MARRIED COUPLES MUST FILE JOINT RE-
TURNS—Rules similar to the rules of paragraphs
(2), (3), and (4) of section 21(e) shall apply for
purposes of this section.'

(b) EXCLUSION OF AMOUNTS RECEIVED UNDER
EMPLOYER'S ADOPTION ASSISTANCE PRO-
GRAMS—Part III of subchapter B of chapter 1
(relating to items specifically excluded from
gross income) is amended by redesi'gnating sec-
tiOn 137 as section 138 and by inserting after
section 136 the following new section.'
SEC. 137. ADOPTION ASSISTANCE PROGRAMS.

(a) IN GENERAL—Gross income of an em-
ployee does not include amounts paid or ex-
penses incurred by the employer for qualified
adoption expenses in connection with the adop-
tion of a child by an employee if such amounts
are furnished pursuant to an adoption assist-
ance program.

'(b) LIMITATIONS.—
0) DOLLAR LIMITATION. —The aggregate

amount excludable from gross income under sub-
section (a) for all taxable years with respect to
the adoption of any single child by the taxpayer
shall not exceed $5,000.

(2) INCOME LIMITATION—The amount ex-
cludable from gross income under subsection (a)
for any taxable year shall be reduced (but not
below zero) by an amount which bears the same
ratio to the amount so excludable (determined
without regard to this paragraph but with re-
gard to paragraph (I)) as—

'(A) the amount (if any) by which the tax-
payer's taxable income (determined without re-
gard to this section) exceeds $60,000, bears to

'(B) $40,000.
(c) ADOPTION ASSISTANCE PROGRAM. —For

purposes of this section, an adoption assistance
program is a plan of an employer—

'(l) under which the employer provides em-
ployees with adoption assistance. and

'(2) which meets requirements similar to the
requirements of paragraphs (2), (3). and (5) of
section 127(b).
An adoption reimbursement program operated
under section 1052 of title 10. United States Code
(relating to armed forces) or section 514 of title
14, United States Code (relating to members of
the Coast Guard) shall be treated as an adop-
tion assistance program for purposes of this sec-
tion.

(d) QUALIFIED ADOPTION EXPENSES. —For
purposes of this section. the term jualified
adoption expenses' has the meaning given such
term by section 24(d).
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by this paragraph shall apply for purposes of
applying section 403 (b) (1 2) to such church
plan.'

(b) EFFECTIVE DATE—The amendment made
by this section shall be effective for yeals begin-
ning after December 31, 1994
SEC. 12961. SECTION 457 NOT TO APPLY TO DE-

FERRED COMPENSATION OF A
CHURCH.

(a) IN GENERAL—Paragraph (13) of section

457(e) is amended to read as follows:
113) SPECIAL RULE FOR C/-lURCHES—The term

eligible employer' shall not include a church
(within the meaning of section 401A (c) (1)).

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply to taxable years be-
ginning after December 31. 1994.
SEC. 12962. CHURCH PL4N MODIFICATION TO

SEPARATE ACCOUNT REQUIREMENT
OF SECTION 401(h).

(a) EXCEPTION TO SEPARATE ACCOUNT RE
QUIREMEtrr.—Section 401(h) is amended by add
ing at the end the following new sentence: 'Not
withstanding the preceding sentence, in the case
of a pension or annuity plan that is a church
plan (within the meaning of section 414(e))
which is maintained by more than one employer,
paragraph (6) shall not apply to an employee
who is a key employee for purposes of section
416 solely because such employee is described in
section 416(i) (1) (A)(i) (relating to officers having
an annual compensation greater than 150 per-
cent of the amount in effect under section
415(c) (1) (A)).

(b) APPLICATION OF SECTION 415(1)—Section
415(1) (1) is amended to read as follows:

'11) IN GENERAL. —For purposes of this sec-
tion, the following shall be treated as an annual
addition to a defined contribution plan for pur-
poses of subsection (c):

'(A) Contributions allocated to any individ-
ual medical account which is part of a pension
or annuity plan.

"(B) The actuarially determined amount of
prefunding for the insurance value of benefits
which are—

(i) described in section 401(h);
'(ii) paid under a pension or annuity plan

that is a church plan (within the meaning of
section 414(e));

"(iii) paid under a plan maintained by more
than one employer: and

"(iv) payable solely to an employee who is a
key employee for purposes of section 415 solely
because such employee is described in section
416(i')(l) (A) (I) (relating to officers having an an-
nual compensation greater than 150 percent of
the amount in effect under section 415(c) (1) (A)).
his spouse, or his dependents.
Subparagraph (B) of section (c)(1) shall not
apply to any amount treated as an annual addi-
tion under the preceding sentence.'

(c) EFFECTIVE DATE—The amendment made
by this section shall apply to years beginning
after December 31, 1994.
SEC. 12963. RULE RELATING TO INVESTMENT IN

CONTRACT NOT TO APPLY TO FOR-
EIGN MISSIONARIES.

(a) IN GENERAL. — The last sentence of section
72(1) is amended to read as follows: The pre-
ceding sentence shall not apply to amounts
which were contributed by the employer, as de-
termined under regulations prescribed by the
Secretary, to provide pension or annuity credits.
to the extent such credits are attributable to
services performed before January 1. 1963. and
are provided pursuant to pension or annuity
plan provisions in existence on March 12, 1962,
and on that date applicable to such services, or
to provide pension or annuity credits for foreign
missionaries (within the meaning of section
403(b) (2) (D) (iii)).

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to taxable years be-
ginning after December31, 1994.
SEC. 12964. REPEAL OF ELECTIVE DEFERRAL

CATCH-UP LIMITATION FOR RETIRE-
MENT INCOME ACCOUNTS.

(a) IN GENEp,L.—Cla use (iii) of section
402(g) (8) (A) is amended to read as follows:
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(iii) except in the case of elective deferrals

under a retirement income account described in
section 403(b) (9), the excess of $5, 000 multiplied
by the number of years of service of the em-
ployee with the qualified organization over the
employer contributions described in paragraph
(3) made by the organization on behalf of such
employee for prior taxable years (determined in
the manner prescribed by the Secretary).

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to years beginning
after December 31, 1994.

SEC. 12965. CHURCH PL4NS MAY ANN UITIZE BEN-
EFITS.

(a) IN GENERAL—A retirement income account
described in section 403(b) (9) of the Internal
Revenue Code of 1986. a church plan (within the
meaning of section 414(e) of such Code) that is
a plan described in section 401(a) or 401A of
such Code, or an account which consists of
qualified voluntary employee contributions de-
scribed in section 219(e)(2) of such Code (as in
effect before the date of the enactment of the
Tax Reform Act of 1986) and earnings thereon.
shall not fail to be described in such sections
merely because it pays benefits to participants
(and their beneficiaries) from a pool of assets
administered or funded by an organization de-
scribed in section 414(e) (3)(A) of such Code.
rather than through the purchase of annuities
from an insurance company.

(b) EFFECTIVE DATE—This provision shall be
effective for years beginning after December 31,
1994.

SEC. 12966. CHURCH PLAA'S MAY INCREASE BENE-
FIT PA VMFArrS.

(a) IN GENERAL—A retirement income account
described in section 403(b)(9) of the Internal
Revenue Code of 1986. a church plan (within the
meaning of section 414(e) of such Code) that is
a plan described in section 401(a) or 401A of
such Code, or an account which consists of
qualified voluntary employee contributions de-
scribed in section 219(e) (2) of such Code (as in
effect before the date of the enactment of the
Tax Reform Act of 1986) and earnings thereon,
shall not fail to be desci-ibed in such sections
merely because it provides benefit payments to
participants (and their beneficiaries)—

(1) to take into account the investment per-
formance of the underlying assets or favorable
interest or mortality experience, or

(2) that increase in an amount not in excess of
5 percent per year.

(b) EFFECTIVE DATE. — This provision shall be
effective for years beginning after December 31,
1994.

SEC. 12967. RULES APPLICABLE TO SELF-IN-
SURED MEDICAL REIMBURSEMENT
PL4NS NOT TO APPLY TO PL4NS OF
CHURCHES.

(a) IN GENEI.—Section 105(h) is amended
by adding at the end the following new para-
graph:

(11) PLANS OF CHURCHES.—This subsection
shall not apply to a plan maintained by a
church (within the meaning of section
401A(c)(1)).
(b) EFFECTIVE DATE—The amendment made

by this section shall be effective for years begin-
ning after December 31, 1994.
SEC. 12968. RETIR.EMEN'r BENEFITS OF MIN-

ISTERS NOT SUBJECT TO TAX ON
NES EARNINGS FROM SELF-EMPLOY-
MEP7.

(a) IN GENERAL.—Section 1402(a)(8) (defining

net earning from self-employment) is amended
by inserting '. but shall not include in such net
earning from self-employment any retirement
benefit received by such individual from a
church plan (as defined in section 414(e))" be-
fore the semicolon at the end.

(b) EFFECTIVE DATE—The amendments made
by this section shall apply to years beginning
before, on, or after December 31, 1994.
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TITLE XIII—MISCELL.4NEOUS PROVISIONS
SEC. 13001. GENERATIONAL ACCOUNTING IN

PRESIDENTS BUDGET.
Section 1105(a) of title 31. United States Code,

is amended by adding at the end thereof the fol-
lowing:

"(32) an analysis of the generational account-
ing consequences of the budget including the
projected Federal deficit, at current spending
levels, in the fiscal year that is 20 years after
the fiscal year for which the budget is submitted
and the revenue levels (including the increase
required in current levels) required to eliminate
the projected Federal deficit.
SEC. 13002. LEASE-PURCHASE OF OVERSEAS

PROPERTY.
(a) AUT/-IOPJTY FOR LEASE-PURCHASE—Sub-

ject to subsections (b) and (c), the Secretary is
authorized to acquire by lease-purchase such
properties as are described in subsection (b), if—

(1) the Secretary of State, and
(2) the Director of the Office of Management

and Budget.
certify and notify the appropriate committees of
Congress that the lease-purchase arrangement
will result in a net cost savings to the Federal
government when compared to a lease, a direct
purchase, or direct construction of comparable
property.

(b) LOCATIONS AND LIMITATIONS.—The au-
thority granted in subsection (a) may be exer-
cised only—

(1) to acquire appropriate housing for Depart-
ment of State personnel stationed abroad and
for the acquisition of other facilities, in loca-
tions in which the United States has a diplo-
matic mission; and

(2) during fiscal years 1996 through 1999.
(c) AUTHORIZATION OF FUNDING—Funds for

lease-purchase arrangements made pursuant to
subsection (a) shall be available from amounts
appropriated under the authority of section
111(a)(3) (relating to the Acquisition and Main-
tenance of Buildings Abroad' account).
SEC. 13003. PAY OF MEMBERS OF CONGRESS AND

THE PRESIDENT DURING GOVERN-
MEftIT SHUTDOWNS.

(a) IN GENERAL. —Members of Congress and
the President shall not receive basic pay for any
period in which—

(1) there is more than a 24-hour lapse in ap-
propriations for any Federal agency or depart-
ment as a result of a failure to enact a regular
appropriations bill or continuing resolution,' or

(2) the Federal Government is unable to make
payments or meet obligations because the public
debt limit under section 3101 of tide 31, United
States Code has been reached.

(b) RFFROACTIVE PAY PROHIBITED—NO pay
forfeited in accordance with subsection (a) may
be paid retroactively.
SEC. 13004. SENSE OF THE SENATE ON CONTIN-

UED HUMAN RIGHTS WOLATIONS IN
THE FORMER YUGOSLA WA.

(a) FINDINGS—The Senate makes the follow-
ing findings:

(1) Human rights violations and atrocities
continue unabated in the former Yugoslavia.

(2) The Assistant Secretary of State for
Human Rights recently reported that starting in
mid-September and intensifying between Octo-
ber 6 and October 12, 1995 many thousands of
Bosnian Muslims and Croats in Northwest
Bosnia were systematically forced from their
homes by paramilitary units, local police and in
some instances. Bosnian Serb Army officials and
soldiers.

(3) Despite the October 12. 1995 cease-fire
which went into effect by agreement of the war-
ring parties in the former Yugoslavia, Bosnian
Serbs continue to conduct a brutal campaign to
expel non-Serb civilians who remain in North-
west Bosnia. and are subjecting non-Serbs to
untold horror—murder, rape. robbery and other
violence.

(4) Horrible examples of 'ethnic cleansing"
persist in Northwest Bosnia. Some 6.000 refugees
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recently reached Zenica and reported that near-
ly 2.000 family members from this group are still
unaccounted for.

(5) The United Nations spokesman in Zagreb
reprted hat many refugees have been given
on!, a few minutes to leave their homes and
that 'girls as young as 17 are reported to have
been taken into wooded areas and raped ". El-
derty, sick and very young refugees have been
driven to remote areas and forced to walk long
distances on unsafe roads and cross rivers with-
ou bridges.

(6) Th War Crimes Tribunal for the former
Ygosla via has collected volumes of evidence of
ativcities. including the establishment of death
ca.nps. mass executions and systematic cam-
paigns of rape and terror. This War Crimes Tri-
bunal has already issued 43 indictments on the
basis of this evidence.

(7) The Assistant Secretary of State for
J-f:jman Rights has described the eyewitness ac-
counts as 'prima facia evidence of war crimes
w.iich, if confirmed, could very well lead to fur-
t/er indict,rnents by the War Crimes Tribunal.

(8) The United Nations High Commissioner for
Refugees estimates that more than 22.000 Mus-
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lims and Croats have been forced from their
homes since mid-September in Bosnian Serb con-
trolled areas.

(9) In opening the Dodd Center Symposium on
the topic of '50 Years After Nuremburg" on Oc-
tober 16. 1995. President Clinton cited the "ex-
cellent progress of the War Crimes Tribunal for
the former Yugoslavia and said. "Those accused
of war crimes, crimes against humanity and
genocide must be brought to justice. They must
be tried and, if found guilty. they must be held
accountable.

(10) President Clinton also observed on Octo-
ber 16. 1995. 'some people are concerned that
pursuing peace in Bosnia and prosecuting war
criminals are incompatible goals. But I believe
they are wrong. There must be peace for justice
to prevail, but there must be justice when peace
prevails".

(b) SENSE OF THE SENATE. —It is the sense of
the Senate that—

(1) the Senate condemns the systematic
human rights abuses against the people of
Bosnia and J-ferzegovena.

(2) with peace talks scheduled to begin in the
United States on October 31. 1995, these new re-

October 30, 1995
ports of Serbian atrocities are of grave concern
to all Americans.

(3) the Bosnian Serb leadership should imme-
diately halt these atrocities, fully account for
the missing, and allow those who have been sep-
arated to return to their families.

(4) the International Red Cross, United Na -
tions agencies and human rights organizations
should be granted full and complete access to all
locations throughout Bosnia and J-ferzegovena.

(5) the Bosnian Serb leadership should fully
cooperate to facilitate the complete investigation
of the above allegations so that those respon-
sible may be held accountable under inter-
national treaties, conventions, obligations and
law,

(6) the United States should continue to sup-
port the work of the War Crimes Tribunal for
the former Yugoslavia.

(7) 'ethnic cleansing" by any faction. group.
leader. or government is unjustified. immoral
and illegal and all perpetrators of war crimes,
crimes against humanity, genocide and other
human rights violations in the former Yugo-
slavia must be held accountable.
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Begun and held at the City of Washington on Wednesday,
the fourth day of January, one thousand nine hundred and ninety-five

g gct
To provide for reconciliation pursuant to section 105 of the concurrent resolution

on the budget for fiscal year 1996.

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

This Act may be cited as the "Balanced Budget Act of 1995".
Sec. 2. TABLE OF TITLES.

This Act is organized into titles as follows:
Title I—Agriculture and Related Provisions
Title 11—Banking, Housing, and Related Provisions
Title 111—Communication and Spectrum Allocation Provisions
Title IV—Education and Related Provisions
Title V—Energy and Natural Resources Provisions
Title VI—Federal Retirement and Related Provisions
Title Vu—Medicaid
Title VIll—Medicare
Title IX—Transportation and Related Provisions
Title X—Veterans and Related Provision
Title X1—Revenues
Title XII—Teaching hospitals and graduate medical education; asset sales; welfare;

and other provisions

TITLE I—AGRICULTURE AND RELATED
PROVISIONS

SEC. 1001. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This title may be cited as the "Agricultural
Reconciliation Act of 1995".

(b) TABLE OF CONTENTS.—The table of contents of this title
is as follows:
Sec. 1001. Short title: table of contents.

Subtitle A—Agricultural Market Transition Program
Sec. 1101. Short title.
Sec. 1102. Definitions.
Sec. 1103. Production flexibility contracts.
Sec. 1104. Nonrecourse marketing assistance loans and loan deficiency payments.
Sec. 1105. Payment limitations.
Sec. 1106. Peanut program.
Sec. 1107. Sugar program.
Sec. 1108. Administration.
Sec. 1109. Elimination of permanent price support authority.
Sec. 1110. Effect of amendments.

Subtitle B—Conservation
Sec. 1201 Conservation.
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Subtitle C—Agricultural Promotion and Export Programs
Sec. 1301. Market promotion program.
Sec. 1302. Export enhancement program.

Subtitle D—Miscellaneous
Sec. 1401. Crop insurance.
Sec. 1402. Collection and use of agricultural quarantine and inspection fees.
Sec. 1403. Commodity Credit Corporation interest rate.

Subtitle A—Agricultural Market Transition
Program

SEC. 1101. SHORT TITLE

This subtitle may be cited as the "Agricultural Market Transi-
tion Act".
SEC. 1102. DEFINITIONS.

In this subtitle:
(1) CONSIDERED PLANTED.—The term "considered planted"

means acreage that is considered planted under title V of
the Agricultural Act of 1949 (7 U.S.C. 1461 et seq.) (as in
effect prior to the amendment made by section 1109(b)(2)).

(2) CONTRACT.—The term "contract" means a production
flexibility contract entered into under section 1103.

(3) CONTRACT ACREAGE.—The term "contract acreage"
means 1 or more crop acreage bases established for contract
commodities under title V of the Agricultural Act of 1949 (as
in effect prior to the amendment made by section 1109(b)(2)).
If a crop acreage base was not enrolled in an annual program
for the 1995 crop in order to increase crop acreage base, the
contract acreage for the 1996 crop shall reflect the increased
base acreage that would have been established under title
V of the Act (as so in effect).

(4) CONTRACT COMMODITY—The term 'contract commodity"
means wheat, corn, grain sorghum, barley, oats, upland cotton,
and rice.

(5) CONTRACT PAYMENT—The term "contract payment"
means a payment made under section 1103 pursuant to a
contract.

(6) FARM PROGRAM PAYMENT YIELD.—The term farm pro-
gram payment yield" means the farm program payment yield
established for the 1995 crop of a contract commodity under
title V of the Agricultural Act of 1949 (as in effect prior to
the amendment made by section 1109(b)(2)).

(7) LOAN COMMODITY—The term "loan commodity" means
each contract commodity, extra long staple cotton, and oilseeds.

(8) OILsEED.—The term "oilseed" means a crop of soybeans,
sunflower seed, rapeseed, canola, safflower, flaxseed, mustard
seed, or, if designated by the Sec-etary, other oilseeds.

(9) PROGRAM.—The term "program" means the agricultural
market transition program established under this subtitle.

(10) SECRETARY.—The term "Secretary" means the Sec-
retary of Agriculture.

SEC. 1103. PRODUCTION FLEXIBILITY CONTRACTS.

(a) CONTRACTS AUTHORIZED.—
(1) OFFER AND TERMS.—Beginning as soon as practicable

after the date of the enactment of this subtitle, the Secretary
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Subtitle M—Increase in Public Debt Limit
SEC. 11901. INCREASE IN PUBLIC DEBT LIMIT.

Subsection (b) of section 3101 of title 31, United States Code,
is amended by striking the dollar amount contained in the first
sentence and inserting "$5,500,000,000,000" and by striking the
second sentence (if any).

TITLE XII—TEACHING HOSPITALS AND
GRADUATE MEDICAL EDUCATION;
ASSET SALES; WELFARE; AND OTHER
PROVISIONS

SEC. 12001. SHORT TITLE.

Subtitles A through K of this title may be cited as the "Personal
Responsibility and Work Opportunity Act of 1995".
SEC. 12002. TABLE OF CONTENTS.

The table of contents of subtitles A through L of this title
is as follows:
Sec. 12001. Short title.
Sec. 12002. Table of contents.

Subtitle A—Block Grants for Temporary Assistance for Needy Families
Sec. 12100. References to the Social Security Act.
Sec. 12101. Block grants to States.
Sec. 12102. Report on data processing.
Sec. 12103. Conforming amendments to the Social Security Act.
Sec. 12104. Conforming amendments to the Food Stamp Act of 1977 and related

provisions.
Sec. 12105. Conforming amendments to other laws.
Sec. 12106. Effective date: transition rule.

Subtitle B—Supplemental Security Income
Sec. 12200. Reference to Social Security Act.

CHAPTER I—ELIGIBILITY RESTRICTIONS

Sec. 12201. Denial of supplemental security income benefits by reason of disability
to drug addicts and alcoholics.

Sec. 12202. Denial of SSI benefits for 10 years to individuals found to have fraudu-
lently misrepresented residence in order to obtain beneflts simulta-
neously in 2 or more States.

Sec. 12203. Denial of SSI benefits for fugitive felons and probation and parole vio-
lators.

CHAPTER 2—BENEFITS FOR DISABLED CHILDREN

Sec. 12211. Deflnttion and eligibility rules.
Sec. 12212. Eligibility redeterminations and continuing disability reviews.
Sec. 12213. Additional accountability requirements.
Sec. 12214. Reduction in cash beneflts payable to institutionalized individuals

whose medical costs are covered by private insurance.
Sec. 12215. Regulations.

Subtitle C—Child Support
Sec. 12300. Reference to Social Security Act.

CHAPTER 1—ELIGIBILITY FOR SERVICES: DISTRIBUTION OF PAYMENTS

Sec. 12301. State obligation to provide child support enforcement services.
Sec. 12302. Distribution of child support collections.
Sec. 12303. Privacy safeguards.
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CHAPTER 2—LOCATE AND CASE TRACKING

Sec. 12311. State case registry.
Sec. 12312. Collection and disbursement of support payments.
Sec. 12313. State directory of new hires.
Sec. 12314. Amendments concerning income withholding.
Sec. 12315. Locator information from interstate networks.
Sec. 12316. Expansion of the Federal parent locator service.
Sec. 12317. Collection and use of social security numbers for use in child support

enforcement.

CHAPTER 3—STREAMLINING AND UNIFORMITY OF PROCEDURES

Sec. 12321. Adoption of uniform State laws.
Sec. 12322. Improvements to full faith and credit for child support orders.
Sec. 12323. Administrative enforcement in interstate cases.
Sec. 12324. Use of forms in interstate enforcement.
Sec. 12325. State laws providing expedited procedures.

CHAPTER 4—PATERNITY ESTABLISHMENT

Sec. 12331. State laws concerning paternity establishment.
Sec. 12332. Outreach for voluntary paternity establishment.
Sec. 12333. Cooperation by applicants for and recipients of temporary family assist-

ance.

CHAPTER 5—PROGRAM ADMINISTRATION AND FUNDiNG

Sec. 12341. Performance-based incentives and penalties.
Sec. 12342. Federal and State reviews and audits.
Sec. 12343. Required reporting procedures.
Sec. 12344. Automated data processing requirements.
Sec. 12345. Technical assistance.
Sec. 12346. Reports and data collection by the Secretary.

CHAPTER 6—ESTABLISHMENT AND MODIFICATION OF SUPPORT ORDERS

Sec. 12351. Simplified process for review and adjustment of child support orders.
Sec. 12352. Furnishing consumer reports for certain purposes relating to child sup-

port.
Sec. 12353. Nonliability for financial institutions providing flnancial records to

State child support enforcement agencies in child support cases.

CHAPTER 7—ENFORCEMENT OF SUPPORT ORDERS

Sec. 12361. Internal Revenue Service collection of arrearages.
Sec. 12362. Authority to collect support from Federal employees.
Sec. 12363. Enforcement of child support obligations of members of the Armed

Forces.
Sec. 12364. Voiding of fraudulent transfers.
Sec. 12365. Work requirement for persons owing past-due child support.
Sec. 12366. Definition of support order.
Sec. 12367. Reporting arrearages to credit bureaus.
Sec. 12368. Liens.
Sec. 12369. State law authorizing suspension of licenses.
Sec. 12370. International child support enforcement.
Sec. 12371. Financial institution data matches.
Sec. 12372. Enforcement of orders against paternal or maternal grandparents in

cases of minor parents.

CHAPTER 8—MEDICAL SUPPORT

Sec. 12376. Correction to ERISA definition of medical child support order.
Sec. 12377. Enforcement of orders for health care coverage.

CHAPTER 9—ENHANCiNG RESPONSIBILITY AND OPPORTUNITY FOR NON-RESIDENTIAL
PARENTS

Sec. 12381. Grants to States for access and visitation programs.

CHAPTER 10—EFFECT OF ENACTMENT

Sec. 12391. Effective dates.

Subtitle D—Restricting Welfare and Public Benefits for Aliens

CHAPTER 1—ELIGIBILITY FOR FEDERAL BENEFITS

Sec. 12401. Aliens who are not qualified aliens ineligible for Federal public bene-
fits.
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Sec. 12402. Limited eligibility of certain qualified aliens for certain Federal pro-
grams.

Sec. 12403. Five-year limited eligibility of qualified aliens for Federal means-tested
public benefit.

CHAPTER 2—ATrRIBUTION OF INCOME AND AFFIDAVITS OF SUPPORT

Sec. 12421. Attribution of sponsor's income and resources to alien.
Sec. 12422. Requirements for sponsor's affidavit of support.
Sec. 12423. Cosignature of alien student loans.

CHAPTER 3—GENERAL PROVISIONS

Sec. 12431. Definitions.
Sec. 12432. Reapplication for SSI benefits.
Sec. 12433. Statutory construction.

Subtitle E—Teaching Hospital and Graduate Medical Education Trust Fund

CHAPTER 1—TRUST FUND

Sec. 13501. Establishment of Fund; payments to teaching hospitals.

CHAPTER 2—AMENDMENTS TO MEDICARE PROGRAM

Sec. 13511. Transfer of funds.

Subtitle F—National Defense Stockpile
Sec. 12601. Disposal of certain materials in national defense stockpile for deficit re-

duction.

Subtitle G—Child Protection Block Grant Program And Foster Care and Adoption
Assistance

Sec. 12701. Establishment of program.
Sec. 12702. Conforming amendments.
Sec. 12703. Effective date; transition rule.

Subtitle H—Child Care
Sec. 12801. Short title and references.
Sec. 12802. Authorization of appropriations.
Sec. 12803. Lead agency.
Sec. 12804. Application and plan.
Sec. 12805. Limitation on State allotments.
Sec. 12806. Activities to improve the quality of child care.
Sec. 12807. Administration and enforcement.
Sec. 12808. Payments.
Sec. 12809. Annual report and audits.
Sec. 12810. Allotments.
Sec. 12811. Definitions.

Subtitle I—Child Nutrition Programs

CHAPTER 1—NATIONAL SCHOOL LUNCH ACT

Sec. 12901. Termination of additional payment for lunches served in high free and
reducedprice participation schools.

Sec. 12902. Direct Federal expenditures.
Sec. 12903. Value of food assistance.
Sec. 12904. Reduced price lunches.
Sec. 12905. Lunches, breakfasts, and supplements.
Sec. 12906. Summer food service program for children.
Sec. 12907. Child care food program.
Sec. 12908. Pilot projects.
Sec. 12909. Information clearinghouse.

CHAPTER 2—CHILD NUTRITION ACT

Sec. 12921. Special milk program.
Sec. 12922. Free and reduced price breakfasts.
Sec. 12923. Conforming reimbursement for paid breakfasts and lunches.
Sec. 12924. School breakfast program authorization.
Sec. 12925. Miscellaneous provisions and definitions.
Sec. 12926. Nutrition education and training.

Subtitle J—Food Stamps and Commodity Distribution
Sec. 13001. Short title.
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CHAPTER 1—Fooo STAMP PROGRAM

Sec. 13011. Definition of certification period.
Sec. 13012. Definition of coupon.
Sec. 13013. Treatment of children living at home.
Sec. 13014. Optional additional criteria for separate household determinations.
Sec. 13015. Adjustment of thrifty food plan.
Sec. 13016. Definition of homeless individual.
Sec. 13017. State option for eligibility standards.
Sec. 13018. Earnings of students.
Sec. 13019. Energy assistance.
Sec. 13020. Deductions from income.
Sec. 13021. Vehicle allowance.
Sec. 130a2. Vendor payments for transitional housing counted as income.
Sec. 130a3. Doubled penalties for violating food stamp program requirements.
Sec. 13024. Disqualification of convicted individuals.
Sec. 13025. Disqualification.
Sec. 13026. Caretaker exemption.
Sec. 13027. Employment and training.
Sec. 13028. Comparable treatment for disqualification.
Sec. 13029. Disqualification for receipt of multiple food stamp benefits.
Sec. 13030. Disqualification of fleeing felons.
Sec. 13031. Cooperation with child support agencies.
Sec. 13032. Disqualification relating to child support arrears.
Sec. 13033. Work requirement.
Sec. 13034. Encourage electronic benefit transfer systems.
Sec. 13035. Value of minimum allotment.
Sec. 13036. Benefits on recertification.
Sec. 13037. Optional combined allotment for expedited households.
Sec. 13038. Failure to comply with other means-tested public assistance programs.
Sec. 13039. Allotments for households residing in centers.
Sec. 13040. Condition precedent for approval of retail food stores and wholesale

food concerns.
Sec. 13041. Authority to establish authorization periods.
Sec. 13042. Information for verifying eligibility for authorization.
Sec. 13043. Waiting period for stores that fail to meet authorization criteria.
Sec. 13044. Expedited coupon service.
Sec. 13045. Withdrawing fair hearing requests.
Sec. 13046. Disqualification of retailers who intentionally submit falsified applica-

tions.
Sec. 13047. Disqualification of retailers who are disqualified under the WIC pro-

gram.
Sec. 13048. Collection of overissuances.
Sec. 13049. Authority to suspend stores violating program requirements pending

administrative and judicial review.
Sec. 13050. Limitation of Federal match.
Sec. 13051. Work supplementation or support program.
Sec. 13052. Authorization of pilot projects.
Sec. 13053. Employment initiatives pro_gram.
Sec. 13054. Reauthorization of Puerto Rico nutrition assistance program.
Sec. 13055. Simplified food stamp program.
Sec. 13056. State food assistance block grant.
Sec. 13057. American Samoa.
Sec. 13058. Assistance for community food projects.

CHAPTER a—CoMMODITY DISTRIBUTION PROGRAMS

Sec. 13071. Emergency food assistance program.

Subtitle K—Miscellaneous
Sec. 13101. Food stamp eligibility.
Sec. 1310a. Reduction in block grants for social services.

Subtitle L—Reform of the Earned Income Credit
Sec. 13200. Amendment of 1986 code.
Sec. 13201. Earned income credit denied to individuals not authorized to be em-

ployed in the United States.
Sec. 1320a. Repeal of earned income credit for individuals without children.
Sec. 13203. Modification of earned income credit amount and phaseout.
Sec. 13204. Rules relating to denial of earned income credit on basis of disqualified

income.
Sec. 13205. ModificatIon of adjusted gross income definition for earned income cred-

it.
Sec. 13206. Provisions to improve tax compliance.
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Subtitle A—Block Grants for Temporary
Assistance for Needy Families

SEC. 12100. REFERENCES TO THE SOCIAL SECURITY ACT.

Except as otherwise specifically provided, wherever in this sub-
title an amendment is expressed in terms of an amendment to
or repeal of a section or other provision, the reference shall be
considered to be made to that section or other provision of the
Social Security Act.
SEC. 12101. BLOCK GRANTS TO STATES.

Part A of title IV (42 U.S.C. 601 et seq.) is amended to read
as follows:

"PART A—BLOCK GRANTS TO STATES FOR
TEMPORARY ASSISTANCE FOR NEEDY FAMI-
LIES

"SEC. 401. ELIGIBLE STATES; STATE PLAN.

"(a) IN GENERAL.—A5 used in this part, the term 'eligible State'
means, with respect to a fiscal year, a State that, during the
2-year period immediately preceding the fiscal year, has submitted
to the Secretary a plan that includes the following:

"(1) OUTLINE OF FAMILY ASSISTANCE PROGRAM.—
"(A) GENERAL PROVISIONS.—A written document that

outlines how the State intends to do the following:
"(i) Conduct a program, designed to serve all politi-

cal subdivisions in the State, that provides assistance
to needy families with (or expecting) children and pro-
vides parents with job preparation, work, and support
services to enable them to leave the program and
become self-sufficient.

'(ii) Require a parent or caretaker receiving assist-
ance under the program to engage in work (as defined
by the State) once the State determines the parent
or caretaker is ready to engage in work, or once the
parent or caretaker has received assistance under the
program for 24 months (whether or not consecutive),
whichever is earlier.

"(iii) Ensure that parents and caretakers receiving
assistance under the program engage in work activities
in accordance with section 406.

"(iv) Take such reasonable steps as the State
deems necessary to restrict the use and disclosure of
information about individuals and families receiving
assistance under the program.

"(v) Establish goals and take action to prevent
and reduce the incidence of out-of-wedlock pregnancies,
with special emphasis on teenage pregnancies, and
establish numerical goals for reducing the illegitimacy
ratio of the State (as defined in section 402(a) (2) (B))
for calendar years 1996 through 2005.
"(B) SPECIAL PROVISIONS.—

'(i) The document shall indicate whether the State
intends to treat families moving into the State from
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another State differently than other families under
the program, and if so, how the State intends to treat
such families under the program.

"(ii) The document shall indicate whether the State
intends to provide assistance under the program to
individuals who are not citizens of the United States,
and if so, shall include an overview of such assistance.

"(2) CERTIFICATION THAT THE STATE WILL OPERATE A CHILD
SUPPORT ENFORCEMENT PROGRAM—A certification by the chief
executive officer of the State that, during the fiscal year, the
State will operate a child support enforcement program under
the State plan approved under part D.

"(3) CERTIFICATION THAT THE STATE WILL OPERATE A CHILD
PROTECTION PROGRAM—A certification by the chief executive
officer of the State that, during the fiscal year, the State will
operate a child protection program under the State plan
approved under part B.

"(4) CERTIFICATION OF THE ADMINISTRATION OF THE PRO-
GRAM—A certification by the chief executive officer of the State
specifying which State agency or agencies will administer and
supervise the program referred to in paragraph (1) for the
fiscal year, which shall include assurances that local govern-
ments and private sector organizations—

"(A) have been consulted regarding the plan and design
of welfare services in the State so that services are provided
in a manner appropriate to local populations; and

"(B) have had at least 60 days to submit comments
on the plan and the design of such services.
"(5) CERTIFICATION THAT THE STATE WILL PROVIDE INDIANS

WITH EQUITABLE ACCESS TO ASSISTANCE.—A certification by the
chief executive officer of the State that, during the fiscal year,
the State will provide each Indian who is a member of an
Indian tribe in the State that does not have a tribal family
assistance plan approved under section 411 with equitable
access to assistance under the State program funded under
this part.
"(b) SPECIAL RULE FOR FISCAL YEAR 1996.—Notwithstanding

subsection (a), the term eligible State' means, with respect to
fiscal year 1996, a State that has submitted to the Secretary a
plan described in subsection (a) within 3 months after the date
of the enactment of this part.

'(c) PUBLIC AVAILABILITY OF STATE PLAJ'I SUMMARy.—The State
shall make available to the public a summary of any plan submitted
by the State under this section.

"SEC. 402. PAYMENTS TO STATES.

"(a) GRANTS.—
"(1) FAMIELY ASSISTANCE GRANT.—

'(A) IN GENERAL.—Each eligible State shall be entitled
to receive from the Secretary, for each of fiscal years 1996,
1997, 1998. 1999, and 2000, a grant in an amount equal
to the State family assistance grant. The payment of these
grants to States shall not be deemed to entitle any individ-
ual or family to any assistance under any State program
funded under this part.
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"(B) STATE FAMILY ASSISTANCE GRANT DEFINED.—As
used in this part, the term 'State family assistance grant'
means the greatest of—

"(i) 1/3 of the total amount required to be paid
to the State under section 403 of this title (as in
effect on September 30, 1995) for fiscal years 1992,
1993, and 1994 (other than with respect to amounts
expended by the State for child care under subsection
(g) or (i) of section 402 (as so in effect));

"(ii) the total amount required to be paid to the
State under such section 403 for fiscal year 1994 (other
than with respect to amounts expended by the State
for child care under subsection (g) or (i) of section
402 (as so in effect)); or

"(iii) 4/3 of the total amount required to be paid
to the State under such section 403 for the 1st 3
quarters of fiscal year 1995 (other than with respect
to amounts expended by the State under the State
plan approved under part F (as so in effect) or for
child care under subsection (g) or (i) of section 402
(as so in effect)), plus the total amount required to
be paid to the State for fiscal year 1995 under section
403(1) (as so in effect).

"(2) GRANT TO REWARD STATES THAT REDUCE OUT-OF-WED-
LOCK BIRTHS.—

"(A) IN GENERAL.—In addition to any grant under para-
graph (1), each eligible State shall be entitled to receive
from the Secretary for fiscal year 1998 or any succeeding
fiscal year, a grant in an amount equal to the State family
assistance grant multiplied by—

"(i) 5 percent if—
"(I) the illegitimacy ratio of the State for the

fiscal year is at least 1 percentage point lower
than the illegitimacy ratio of the State for fiscal
year 1995; and

"(II) the rate of induced pregnancy termi-
nations in the State for the fiscal year is less
than the rate of induced pregnancy terminations
in the State for fiscal year 1995; or
"(ii) 10 percent—

"(I) if the illegitimacy ratio of the State for
the fiscal year is at least 2 percentage points lower
than the illegitimacy ratio of the State for fiscal
year 1995; and

"(II) the rate of induced pregnancy termi-
nations in the State for the fiscal year is less
than the rate of induced pregnancy terminations
in the State for fiscal year 1995.

"(B) ILLEGITIMACY RATIO.—As used in this paragraph,
the term 'illegitimacy ratio' means, with respect to a State
and a fiscal year—

"(i) the number of out-of-wedlock births that
occurred in the State during the most recent fiscal
year for which such information is available; divided
by
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"(ii) the number of births that occurred in the
State during the most recent fiscal year for which
such information is available.
"(C) DISREGARD OF CHANGES IN DATA DUE TO CHANGED

REPORTING METHODS—For purposes of subparagraph (A),
the Secretary shall disregard—

"(i) any difference between the illegitimacy ratio
of a State for a fiscal year and the illegitimacy ratio
of the State for fiscal year 1995 which is attributable
to a change in State methods of reporting data used
to calculate the illegitimacy ratio; and

"(ii) any difference between the rate of induced
pregnancy terminations in a State for a fiscal year
and such rate for fiscal year 1995 which is attributable
to a change in State methods of reporting data used
to calculate such rate.

"(3) SUPPLEMENTAL GRANT FOR POPULATION INCREASES IN
CERTAIN STATES.—

"(A) IN GENERA.L.—In addition to any grant under para-
graph (1), each qualif'ing State shall, subject to subpara-
graph (E), be entitled to receive from the Secretary for
each of fiscal years 1997, 1998, 1999, and 2000, a grant
in an amount equal to the sum of—

"(i) the amount (if any) required to be paid to
the State under this paragraph for the immediately
preceding fiscal year; and

"(ii) 2.5 percent of the sum of—
"(I) the total amount required to be paid to

the State under part A (as in effect during fiscal
year 1994) for fiscal year 1994; and

"(II) the amount (if any) required to be paid
to the State under this paragraph for the fiscal
year preceding the fiscal year specified in the mat-
ter preceding clause (i).

"(B) QUALIFYING STATE.—
"(i) IN GENERAL.—FOr purposes of this paragraph,

a State is a qualifying State for a fiscal year if—
"(I) the level of welfare spending per poor per-

son by the State for the immediately preceding
fiscal year is less than the national average level
of State welfare spending per poor person for such
preceding fiscal year; and

"(II) the popu'ation growth rate of the State
(as determined by the Bureau of the Census for
the most recent fiscal year for which information
is available) exceeds the average population
growth rate for all States (as so determined) for
such most recent fiscal year.
"(ii) STATE MUST QUALIFY IN FISCAL YEAR 1997.—

Notwithstanding clause (i). a State shall not be a
qualifying State for any fiscal year after 1997 by reason
of clause (i) if the State is not a qualifying State
for fiscal year 1997 by reason of clause (i).

"(iii) CERTAIN STATES DEEMED QUALIFYING
STATES.—For purposes of this paragraph, a State is
deemed to be a qualifying State for fiscal years 1997,
1998, 1999, and 2000 if—
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"(I) the level of welfare spending per poor per-
son by the State for fiscal year 1996 is less than
35 percent of the national average level of State
welfare spending per poor person for fiscal year
1996; or

"(II) the population of the State increased by
more than 10 percent from April 1, 1990 to July
1, 1994, as determined by the Bureau of the Cen-
sus.

"(C) DEFINITIONS—As used in this paragraph:
"(i) LEVEL OF WELFARE SPENDING PER POOR PER-

SON—The term 'level of State welfare spending per
poor person' means, with respect to a State and a
fiscal year—

"(I) the sum of—
"(aa) the total amount required to be paid

to the State under part A (as in effect during
fiscal year 1994) for fiscal year 1994; and

"(bb) the amount (if any) paid to the State
under this paragraph for the immediately
preceding fiscal year; divided by
"(II) the number of individuals, according to

the 1990 decennial census, who were residents
of the State and whose income was below the
poverty line.
"(ii) NATIONAL AVERAGE LEVEL OF STATE WELFARE

SPENDING PER POOR PERSON.—The term 'national aver-
age level of State welfare spending per poor person'
means, with respect to a fiscal year, an amount equal
to—

"(I) the total amount required to be paid to
the States under part A (as in effect during fiscal
year 1994) for fiscal year 1994; divided by

"(II) the number of individuals, according to
the 1990 decennial census, who were residents
of any State and whose income was below the
poverty line.
"(iii) STATE.—The term 'State' means each of the

50 States of the United States and the District of
Columbia.
"(D) APPROPRIATION.—Out of any money in the Treas-

ury of the United States not otherwise appropriated, there
are appropriated for fiscal years 1996, 1997, 1998, 1999,
and 2000 such sums as are necessary for grants under
this paragraph, in a total amount not to exceed
$800,000,000.

"(E) GRANTS REDUCED PRO RATA IF INSUFFICIENT APPRO-
PRIATIONS.—If the amount appropriated pursuant to this
paragraph for a fiscal year is less than the total amount
of payments otherwise required to be made under this
paragraph for the fiscal year, then the amount otherwise
payable to each qualifying State for the fiscal year under
this paragraph shall be reduced by a percentage equal
to the amount so appropriated divided by such total
amount.

'(b) CONTINGENCY FUND.—
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"(1) ESTABLISHMENT.—There is hereby established in the
Treasury of the United States a fund which shall be known
as the 'Contingency Fund for State Welfare Programs' (in this
section referred to as the 'Fund').

"(2) DEPOSITS INTO FUND.—Out of any money in the Treas-
ury of the United States not otherwise appropriated, there
are appropriated for fiscal years 1996, 1997, 1998, 1999, and
2000 such sums as are necessary for payment to the Fund
in a total amount not to exceed $800,000,000.

"(3) COMPUTATION OF GRANT.—
(A) IN GENERAL—Subject to subparagraph (B), the

Secretary of the Treasury shall pay to each eligible State
for a fiscal year an amount equal to the Federal medical
assistance percentage for the State for the fiscal year (as
defined in section 1905(b), as in effect on the date of the
enactment of this part) of so much of the expenditures
by the State in the fiscal year under the State program
funded under this part as exceed the historic State expendi-
tures (as defined in section 408(a)(7)(B)(iii)) for the State.

"(B) LIMITATION.—The total amount paid to a State
under subparagraph (A) for any fiscal year shall not exceed
an amount equal to 20 percent of the State family assist-
ance grant for the fiscal year.

"(C) METHOD OF RECONCILIATION.—If, at the end of
any fiscal year, the Secretary finds that a State to which
amounts from the Fund were paid in the fiscal year did
not meet the maintenance of effort requirement under para-
graph (4) (B) for the fiscal year, the Secretary shall reduce
the grant payable to the State under subsection (a)(1) for
the immediately succeeding fiscal year by such amounts.
'(4) ELIGIBLE STATE.—

"(A) IN GENERAL.—For purposes of this subsection, a
State is an eligible State for a fiscal year, if—

(i) (I) the average rate of total unemployment in
such State (seasonally adjusted) for the period consist-
ing of the most recent 3 months for which data for
all States are published equals or exceeds 6.5 percent;
and

"(II) the average rate of total unemployment in
such State (seasonally adjusted) for the 3-month period
equals or exceeds 110 percent of such average rate
for either (or both) of the corresponding 3-month peri-
ods ending in the 2 preceding calendar years: and

"(ii) has met the maintenance of effort requirement
under subparagraph (B) for the State program funded
under this part for the fiscal year.
"(B) MAINTENANCE OF EFFORT.—The maintenance of

effort requirement for any State under this subparagraph
for any fiscal year is the expenditure by the State during
the fiscal year of an amount at least equal to 100 percent
of the level of historic State expenditures for the State
(as determined under section 408(e)).
"(5) STATE—As used in this subsection, the term State'

means each of the 50 States of the United States and the
District of Columbia.
(c) CONDITION OF GRANT.—
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"(1) IN GENERAL.—Notwithstanding any other provision of
this section, as a condition of receiving a grant under this
section, a State shall not provide cash assistance to a family
that includes an adult who has received assistance under any
State program funded under this part for 60 months (whether
or not consecutive) after September 30, 1995, except as provided
in paragraphs (2) and (3).

"(2) MINOR CHILD EXCEPTION—In determining the number
of months for which an individual who is a parent or pregnant,
as the case may be, has received assistance under the State
program funded under this part, there shall be disregarded
any month for which such assistance was provided with respect
to the individual and throughout which the individual was—

"(A) a minor child; and
"(B) not the head of a household or married to the

head of a household.
"(3) HARDSHIP EXCEPTION.—

"(A) IN GENERAL.—The State may exempt a family
from the application of paragraph (1) by reason of hardship
or if the family includes an individual who has been bat-
tered or subjected to extreme cruelty.

"(B) LIMITATION.—The number of families with respect
to which an exemption made by a State under subpara-
graph (A) is in effect for a fiscal year shall not exceed
15 percent of the average monthly number of families to
which the State is providing assistance under the program
funded under this part.

"(C) BATTERED OR SUBJECT TO EXTREME CRUELTY
DEFINED.—For purposes of subparagraph (A), an individual
has been battered or subjected to extreme cruelty if the
individual has been subjected to—

"(i) physical acts that resulted in, or threatened
to result in, physical injury to the individual;

"(ii) sexual abuse;
'(iii) sexual activity involving a dependent child;
"(iv) being forced as the caretaker relative of a

dependent child to engage in nonconsensual sexual
acts or activities;

"(v) threats of, or attempts at, physical or sexual
abuse;

"(vi) mental abuse; or
"(vii) neglect or deprivation of medical care.

"(4) RULE OF INTERPRETATION.—Paragraph (1) shall not
be interpreted to require any State to provide assistance to
any individual for any period of time under the State program
funded under this part.

"SEC. 403. USE OF GRANTS.

"(a) GENERAL RULEs.—Subject to this part, a State to which
a grant is made under section 402 may use the grant—

"(1) in any manner that is reasonably calculated to increase
the flexibility of States in operating a program designed to—

"(A) provide assistance to needy families so that chil-
dren may be cared for in their own homes or in the homes
of relatives;
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"(B) end the dependence of needy parents on govern-
ment benefits by promoting job preparation, work, and
marriage;

"(C) prevent and reduce the incidence of out-of-wedlock
pregnancies and establish annual numerical goals for
preventing and reducing the incidence of these pregnancies;
and

"(D) encourage the formation and maintenance of two-
parent families; and
"(2) in any manner that the State was authorized to use

amounts received under part A or F of this title, as such
parts were in effect on September 30, 1995.
"(b) LIMITATION ON USE OF GRANT FOR ADMINISTRATIVE PUR-

POSES.—
"(1) LIMITATION.—A State to which a grant is made under

section 402 shall not expend more than 15 percent of the
grant for administrative purposes.

"(2) ExcEPTION—Paragraph (1) shall not apply to the use
of a grant for information technology and computerization
needed for tracking or monitoring required by or under this
part.
"(c) AUTHORITY To USE PORTION OF GRANT FOR OTHER PUR-

POSES.—
"(1) IN GENERAL—A State may use not more than 30

percent of the amount of the grant made to the State under
section 402 for a fiscal year to carry out a State program
pursuant to any or all of the following provisions of law:

"(A) Part B of this title.
"(B) Title XX of this Act.
"(C) The Child Care and Development Block Grant

Act of 1990.
"(2) APPLICABLE RULES.—Any amount paid to the State

under this part that is used to carry out a State program
pursuant to a provision of law specified in paragraph (1) shall
not be subject to the requirements of this part, but shall be
subject to the requirements that apply to Federal funds pro-
vided directly under the provision of law to carry out the
program.
"(d) AUTHORITY To RESERVE CERTAIN AMOUNTS FOR ASSIST-

ANCE.—A State may reserve amounts paid to the State under this
part for any fiscal year for the purpose of providing, without fiscal
year limitation, assistance under the State program funded under
this part.

(e) AUTHORITY To OPERATE EMPLOYMENT PLACEMENT PRO-
GRAM.—A State to which a grant is made under section 402 may
use the grant to make payments (or provide job placement vouchers)
to State-approved public and private job placement agencies that
provide employment placement services to individuals who receive
assistance under the State program funded under this part.

"(1) IMPLEMENTATION OF ELECTRONIC BENEFIT TRANSFER SYS-
TEM.—A State to which a grant is made under section 402 is
encouraged to implement an electronic benefit transfer system for
providing assistance under the State program funded under this
part, and may use the grant for such purpose.
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"SEC. 404. ADMINISTRATIVE PROVISIONS.

"(a) QUARTERLY—The Secretary shall pay each grant payable
to a State under section 402 in quarterly installments.

"(b) N0TIFIcATI0N.—Not later than 3 months before the pay-
ment of any such quarterly installment to a State, the Secretary
shall notif' the State of the amount of any reduction determined
under section 411(a)(1)(B) with respect to the State.

"(c) COMPUTATION AND CERTIFICATION OF PAYMENTS TO
STATES.—

"(1) COMPUTATION.—The Secretary shall estimate the
amount to be paid to each eligible State for each quarter
under this part, such estimate to be based on a report filed
by the State containing an estimate by the State of the total
sum to be expended by the State in the quarter under the
State program funded under this part and such other informa-
tion as the Secretary may find necessary.

"(2) CERTIFICATION.—The Secretary of Health and Human
Services shall certif' to the Secretary of the Treasury the
amount estimated by the Secretary under paragraph (1) with
respect to a State.
"(d) PAYMENT METHOD—Upon receipt of a certification under

subsection (c) (2) with respect to a State, the Secretary of the Treas-
ury shall, through the Fiscal Service of the Department of the
Treasury and before audit or settlement by the General Accounting
Office, pay to the State, at the time or times fixed by the Secretary
of Health and Human Services, the amount so certified.
"SEC. 405. FEDERAL LOANS FOR STATE WELFARE PROGRAMS.

"(a) LOAN AUTHORITY.—
"(1) IN GENERAL.—The Secretary shall make loans to any

loan-eligible State, for a period to maturity of not more than
3 years.

"(2) LOAN-ELIGIBLE STATE—As used in paragraph (1), the
term loan-eligible State' means a State against which a penalty
has not been imposed under section 408(a)(1) at any time
before the loan is to be made.
"(b) RATE OF INTEREST.—The Secretary shall charge and collect

interest on any loan made under this section at a rate equal
to the current average market yield on outstanding marketable
obligations of the United States with remaining periods to maturity
comparable to the period to maturity of the loan.

"(c) USE OF LOAN.—A State shall use a loan made to the
State under this section only for any purpose for which grant
amounts received by the State under section 402(a) may be used
including—

"(1) welfare anti-fraud activities; and
"(2) the provision of assistance under the State program

to Indian families that have moved from the service area of
an Indian tribe with a tribal family assistance plan approved
under section 411.
"(d) LIMITATION ON TOTAL AMOUNT OF LOANS TO A STATE.—

The cumulative dollar amount of all loans made to a State under
this section during fiscal years 1996 through 2000 shall not exceed
10 percent of the State family assistance grant.

"(e) LIMITATION ON TOTAL AMOUNT OF OUTSTANDING LOANS.—
The total dollar amount of loans outstanding under this section
may not exceed $1,700,000,000.
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'(f) APPROPRIATION—Out of any money in the Treasury of
the United States not otherwise appropriated, there are appro-
priated such sums as may be necessary for the cost of loans under
this section.
"SEC. 406. MANDATORY WORK REQUIREMENTS.

"(a) PARTICIPATION RATE REQUIREMENTS.—
"(1) ALL FAMILIES—A State to which a grant is made

under section 402 for a fiscal year shall achieve the minimum
participation rate specified in the following table for the fiscal
year with respect to all families receiving assistance under
the State program funded under this part:

The minimum
participation

"If the fiscal year is: rate is:
1996 15
1997 20
1998 25
1999 30
2000 35
2001 40
2002 or thereafter 50.

"(2) 2-PARENT FAMILIES.—A State to which a grant is made
under section 402 for a fiscal year shall achieve the minimum
participation rate specified in the following table for the fiscal
year with respect to 2-parent families receiving assistance
under the State program funded under this part:

The minimum
participation

"If the fiscal year is: rate is:
1996 50
1997 75
1998 75
1999 or thereafter 90.

"(b) CALCULATION OF PARTICIPATION RATES.—
(1) ALL FAMILIES.—

"(A) AVERAGE MONTHLY RATE.—For purposes of sub-
section (a)(1), the participation rate for all families of a
State for a fiscal year is the average of the participation
rates for all families of the State for each month in the
fiscal year.

"(B) MONTHLY PARTICIPATION RATES.—The participa-
tion rate of a State for all families of the State for a
month, expressed as a percentage, is—

(i) the number of families receiving assistance
under the State program funded under this part that
include an adult who is engaged in work for the month;
divided by

"(ii) the amount by which—
"(I) the number of families receiving such

assistance during the month that include an adult
receiving such assistance; exceeds

"(II) the number of families receiving such
assistance that are subject in such month to a
reduction or termination of assistance pursuant
to section 408(a)(2) but have not been subject to
such penalty for more than 3 months within the
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preceding 12-month period (whether or not
consecutive).

"(2) 2-PARENT FAMILIES.—
"(A) AVERAGE MONTHLY RATE.—For purposes of sub-

section (a)(2), the participation rate for 2-parent families
of a State for a fiscal year is the average of the participation
rates for 2-parent families of the State for each month
in the fiscal year.

"(B) MONTHLY PARTICIPATION RATES.—The participa-
tion rate of a State for 2-parent families of the State
for a month shall be calculated by use of the formula
set forth in paragraph (l)(B), except that in the formula
the term 'number of 2-parent families' shall be substituted
for the term 'number of families' each place such latter
term appears.
"(3) PRO RATA REDUCTION OF PARTICIPATION RATE DUE TO

CASELOAD REDUCTIONS NOT REQUIRED BY FEDERAL LAW.—
"(A) IN GENERAL.—The Secretary shall prescribe regu-

lations for reducing the minimum participation rate other-
wise required by this section for a fiscal year by the number
of percentage points equal to the number of percentage
points (if any) by which—

'(i) the number of families receiving assistance
during the fiscal year under the State program funded
under this part is less than

'(ii) the number of families that received aid under
the State plan approved under part A of this title
(as in effect on September 30, 1995) during the fiscal
year immediately preceding such effective date.

The minimum participation rate shall not be reduced to
the extent that the Secretary determines that the reduction
in the number of families receiving such assistance is
required by Federal law.

"(B) ELIGIBILITY CHANGES NOT COUNTED.—The regula-
tions described in subparagraph (A) shall not take into
account families that are diverted from a State program
funded under this part as a result of differences in eligi-
bility criteria under a State program funded under this
part and eligibility criteria under such State's plan under
the Aid to Families with Dependent Children program,
as such plan was in effect on the day before the date
of the enactment of the Personal Responsibility and Work
Opportunity Act of 1995. Such regulations shall place the
burden on the Secretary to prove that such families were
diverted as a direct result of differences in such eligibility
criteria.
"(4) STATE OPTION TO INCLUDE INDIVIDUALS RECEIVING

ASSISTANCE UNDER A TRIBAL FAMILY ASSISTANCE PLAN.—For
purposes of paragraphs (1)(B) and (2)(B), a State may, at its
option, include families receiving assistance under a tribal fam-
ily assistance plan approved under section 411.
"(c) ENGAGED IN WORK.—

"(1) ALL FAMILIES.—For purposes of subsection (b)(1)(B)(i),
a recipient is engaged in work for a month in a fiscal year
if the recipient is participating in such activities for at least
the minimum average number of hours per week specified
in the following table during the month, not fewer than 20
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hours per week of which are attributable to an activity
described in paragraph (1), (2). (3). (4), (5), (7), or (8) of sub-
section (d) (or, in the case of the first 4 weeks for which
the recipient is required under this section to participate in
work activities, an activity described in subsection (d)(6)):

The minimum
"If the month is average number of

in fiscal year: hours per week is:
1996 20
1997 20
1998 20
1999 25
2000 30
2001 30
2002 35
2003 or thereafter 35.

"(2) 2-PARENT FAMILIES—For purposes of subsection
(b)(2)(B)(i), an adult is engaged in work for a month in a
fiscal year if the adult is making progress in such activities
for at least 35 hours per week during the month, not fewer
than 30 hours per week of which are attributable to an activity
described in paragraph (1), (2), (3), (4). (5), (7), or (8) of sub-
section (d) (or, in the case of the first 4 weeks for which
the recipient is required under this section to participate in
work activities, an activity described in subsection (d)(6)).

"(3) LIMITATIoN ON VOCATIONAL EDUCATION ACTIVITIES
COUNTED AS WORK.—For purposes of determining monthly
participation rates under paragraphs (1)(B)(i) and (2)(B)(i) of
subsection (b), not more than 20 percent of adults in all families
and in 2-parent families determined to be engaged in work
in the State for a month may meet the work activity require-
ment through participation in vocational educational training.
"(d) WORK ACTIVITIES DEFINED.—AS used in this section, the

term 'work activities' means—
'(1) unsubsidized employment;
'(2) subsidized private sector employment;
"(3) subsidized public sector employment;
(4) work experience (including work associated with the

refurbishing of publicly assisted housing) if sufficient private
sector employment is not available;

'(5) on4he-job training;
"(6)job search and job readiness assistance;
'(7) community service programs:
"(8) vocational educational training (not to exceed 12

months with respect to any individual);
'(9) job skills training directly related to employment;
"(10) education directly related to employment, in the case

of a recipient who has not attained 20 years of age, and has
not received a high school diploma or a certificate of high
school equivalency; and

"(1 1) satisfactory attendance at secondary school, in the
case of a recipient who—

"(A) has not completed secondary school; and
'(B) is a dependent child, or a head of household who

has not attained 20 years of age.
"SEC. 407. PROHIBITIONS.

"(a) IN GENERAL.—
"(1) No ASSISTANCE FOR FAMILIES WITHOUT A MINOR

CHILD.—A State to which a grant is made under section 402
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may not use any part of the grant to provide assistance to
a family, unless the family includes—

"(A) a minor child who resides with a custodial parent
or other adult caretaker relative of the child; or

"(B) a pregnant individual.
"(2) REDUCED ASSISTANCE FOR FAMILY IF ADULT REFUSES

TO WORK.—
"(A) IN GENERAL.—Except as provided in subparagraph

(B), a State to which a grant is made under section 402
may not fail to—

"(i) reduce the amount of assistance otherwise pay-
able to a family receiving assistance under the State
program funded under this part, pro rata (or more,
at the option of the State) with respect to any period
during a month in which an adult member of the
family refuses to engage in work required in accordance
with this section; or

"(ii) terminate such assistance,
subject to such good cause and other exceptions as the
State may establish.

"(B) EXCEPTI0N.—Notwithstanding subparagraph (A),
a State may not reduce or terminate assistance under
the State program funded under this part based on a
refusal of an adult to work if the adult is a single custodial
parent caring for a child who has not attained 6 years
of age, and the adult proves that the adult has a dem-
onstrated inability (as determined by the State) to obtain
needed child care, for 1 or more of the following reasons:

"(i) Unavailability of appropriate child care within
a reasonable distance from the individual's home or
work site.

"(ii) Unavailability or unsuitability of informal
child care by a relative or under other arrangements.

"(iii) Unavailability of appropriate and affordable
formal child care arrangements.

"(3) REDUCTION OR ELIMINATION OF ASSISTANCE FOR
NONCOOPERATION IN CHILD SUPPORT.—If the agency responsible
for administering the State plan approved under part D deter-
mines that an individual is not cooperating with the State
in establishing, modifying, or enforcing a support order with
respect to a child of the individual, then the State—

"(A) shall deduct from the assistance that would other-
wise be provided to the family of the individual under
the State program funded under this part the share of
such assistance attributable to the individual; and

"(B) may deny the family any assistance under the
State program.
'(4) No ASSISTANCE FOR FAMILIES NOT ASSIGNING CERTAIN

SUPPORT RIGHTS TO THE STATE.—
"(A) IN GENERAL.—A State to which a grant is made

under section 402 may not fail to require, as a condition
of providing assistance to a family under the State program
funded under this part, that a member of the family assign
to the State any rights the family member may have (on
behalf of the family member or of any other person for
whom the family member has applied for or is receiving
such assistance) to support from any other person, not
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exceeding the total amount of assistance so provided to
the family, which accrue (or have accrued) before the date
the family leaves the program, which assignment, on and
after the date the family leaves the program, shall not
apply with respect to—

"(i) if the assignment occurs on or after October
1, 1997, and before October 1, 2000, any support (other
than support collected pursuant to section 464) which
accrued before the family received such assistance and
which the State has not collected by September 30,
2000; or

"(II) if the assignment occurs on or after October
1, 2000, any support (other than support collected
pursuant to section 464) which accrued before the fam-
ily received such assistance and which the State has
not collected by the date the family leaves the program.
"(B) LIMITATI0N.—A State to which a grant is made

under section 402 may not require, as a condition of provid-
ing assistance to any family under the State program
funded under this part, that a member of the family assign
to the State any rights to support described in subpara-
graph (A) which accrue after the date the family leaves
the program.
"(5) No ASSISTANCE FOR TEENAGE PARENTS WHO DO NOT

ATTEND HIGH SCHOOL OR OTHER EQUIVALENT TRAINING PRO-
GRAM.—A State to which a grant is made under section 402
may not use any part of the grant to provide assistance to
an individual who has not attained 18 years of age, is not
married, has a minor child at least 12 weeks of age in his
or her care, and has not successfully completed a high school
education (or its equivalent), if the individual does not partici-
pate in—

"(A) educational activities directed toward the attain-
ment of a high school diploma or its equivalent; or

"(B) an alternative educational or training program
that has been approved by the State.
'(6) NO ASSISTANCE FOR TEENAGE PARENTS NOT LIVING IN

ADULT-SUPERVISED SETTINGS
"(A) IN GENERAL.—

"(i) REQUIREMENT—Except as provided in
subparagraph (B), a State to which a grant is made
under section 402 may not use any part of the grant
to provide assistance to an individual described in
clause (ii) of this subparagraph if the individual and
the minor child referred to in clause (ii)(II) do not
reside in a place of residence maintained by a parent,
legal guardian, or other adult relative of the individual
as such parent's, guardian's, or adult relative's own
home.

"(ii) INDIVIDUAL DESCRIBED.— For purposes of
clause (i), an individual described in this clause is
an individual who—

"(I) has not attained 18 years of age; and
(II) is not married, and has a minor child

in his or her care.
(B) EXCEPTION.—
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"(i) PROVISION OF, OR ASSISTANCE IN LOCATING,
ADULT-SUPERVISED LIVING ARRANGEMENT.—In the case
of an individual who is described in clause (ii), the
State agency referred to in section 401(a)(4) shall pro-
vide, or assist the individual in locating, a second
chance home, maternity home, or other appropriate
adult-supervised supportive living arrangement, taking
into consideration the needs and concerns of the
individual, unless the State agency determines that
the individual's current living arrangement is appro-
priate, and thereafter shall require that the individual
and the minor child referred to in subparagraph
(A)(ii)(II) reside in such living arrangement as a condi-
tion of the continued receipt of assistance under the
State program funded under this part (or in an alter-
native appropriate arrangement, should circumstances
change and the current arrangement cease to be appro-
priate).

"(ii) INDIVIDUAL DESCRIBED.—For purposes of
clause (i), an individual is described in this clause
if the individual is described in subparagraph (A) (ii),
and—

"(I) the individual has no parent, legal guard-
ian or other appropriate adult relative described
in subclause (II) of his or her own who is living
or whose whereabouts are known;

"(II) no living parent, legal guardian, or other
appropriate adult relative, who would otherwise
meet applicable State criteria to act as the individ-
ual's legal guardian, of such individual allows the
individual to live in the home of such parent,
guardian, or relative;

"(III) the State agency determines that—
"(aa) the individual or the minor child

referred to in subparagraph (A)(ii)(II) is being
or has been subjected to serious physical or
emotional harm, sexual abuse, or exploitation
in the residence of the individual's own parent
or legal guardian; or

lbb) substantial evidence exists of an act
or failure to act that presents an imminent
or serious harm if the individual and the minor
child lived in the same residence with the
individual's own parent or legal guardian; or
"(IV) the State agency otherwise determines

that it is in the best interest of the minor child
to waive the requirement of subparagraph (A) with
respect to the individual or the minor child.
"(iii) SECOND-CHANCE HOME.—For purposes of this

subparagraph, the term second-chance home' means
an entity that provides individuals described in clause
(ii) with a supportive and supervised living arrange-
ment in which such individuals are required to learn
parenting skills, including child development, family
budgeting, health and nutrition, and other skills to
promote their long-term economic independence and
the well-being of their children.
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"(7) No MEDICAL SERVICES.—
"(A) IN GENERAL—EXCept as provided in subparagraph

(B), a State to which a grant is made under section 402
may not use any part of the grant to provide medical
services.

"(B) EXCEPTION FOR FAMILY PLANNING SERVICES—As
used in subparagraph (A), the term medical services' does
not include family planning services.
"(8) DENIAL OF ASSISTANCE FOR 10 YEARS TO A PERSON

FOUND TO HAVE FRAUDULENTLY MISREPRESENTED RESIDENCE
IN ORDER TO OBTAIN ASSISTANCE IN 2 OR MORE STATES.—A
State to which a grant is made under section 402 may not
use any part of the grant to provide cash assistance to an
individual during the 10-year period that begins on the date
the individual is convicted in Federal or State court of having
made a fraudulent statement or representation with respect
to the place of residence of the individual in order to receive
assistance simultaneously from 2 or more States under pro-
grams that are funded under this title, title XIX, or the Food
Stamp Act of 1977, or benefits in 2 or more States under
the supplemental security iincome program under title XVI.

"(9) DENIAL OF ASSISTANCE FOR FUGITIVE FELONS AND
PROBATION AND PAROLE VIOLATORS.—

"(A) IN GENERAL.—A State to which a grant is made
under section 402 may not use any part of the grant
to provide assistance to any individual who is—

"(i) fleeing to avoid prosecution, or custody or
confinement after conviction, under the laws of the
place from which the individual flees, for a crime,
or an attempt to commit a crime, which is a felony
under the laws of the place from which the individual
flees, or which, in the case of the State of New Jersey,
is a high misdemeanor under the laws of such State;
or

"(ii) violating a condition of probation or parole
imposed under Federal or State law.
"(B) EXCHANGE OF INFORMATION WITH LAW ENFORCE-

MENT AGENCIES—If a State to which a grant is made
under section 402 establishes safeguards against the use
or disclosure of information about applicants or recipients
of assistance under the State program funded under this
part, the safeguards shall not prevent the State agency
administering the program from furnishing a Federal,
State, or local law enforcement officer, upon the request
of the officer, with the current address of any recipient
if the officer furnishes the agency with the name of the
recipient and notifies the agency that—

"(i) such recipient—
"(I) is fleeing to avoid prosecution, or custody

or confinement after conviction, under the laws
of the place from which the recipient flees, for
a crime, or an attempt to commit a crime, which
is a felony under the laws of the place from which
the recipient flees, or which, in the case of the
State of New Jersey, is a high misdemeanor under
the laws of such State;
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"(H) is violating a condition of probation or
parole imposed under Federal or State law; or

"(Ill) has information that is necessary for
the officer to conduct the official duties of the
officer; and
"(ii) the location or apprehension of the recipient

is within such official duties.
"(10) DENIAL OF ASSISTANCE FOR MINOR CHILDREN WHO

ARE ABSENT FROM THE HOME FOR A SIGNIFICANT PERIOD.—
"(A) IN GENERAL—A State to which a grant is made

under section 402 may not use any part of the grant
to provide assistance for a minor child who has been,
or is expected by a parent (or other caretaker relative)
of the child to be, absent from the home for a period
of 45 consecutive days or, at the option of the State, such
period of not less than 30. and not more than 90 consecutive
days as the State may provide for in the State plan submit-
ted pursuant to section 401.

"(B) STATE AUTHORITY TO ESTABLISH GOOD CAUSE
EXCEPTIONS.—The State may establish such good cause
exceptions to subparagraph (A) as the State considers
appropriate if such exceptions are provided for in the State
plan submitted pursuant to section 401.

"(C) DENIAL OF ASSISTANCE FOR RELATIVE WHO FAILS
TO NOTIFY STATE AGENCY OF ABSENCE OF CHILD.—A State
to which a grant is made under section 402 may not use
any part of the grant to provide assistance for an individual
who is a parent (or other caretaker relative) of a minor
child and who fails to notify the agency administering
the State program funded under this part, of the absence
of the minor child from the home for the period specified
in or provided for under subparagraph (A), by the end
of the 5-day period that begins with the date that it
becomes clear to the parent (or relative) that the minor
child will be absent for such period so specified or provided
for.
"(11) INCOME SECURITY PAYMENTS NOT TO BE DISREGARDED

IN DETERMINING THE AMOUNT OF ASSISTANCE TO BE PROVIDED
TO A FAMILY—If a State to which a grant is made under
section 402 uses any part of the grant to provide assistance
for any individual who is receiving a payment under a State
plan for old-age assistance approved under section 2, a State
program funded under part B that provides cash payments
for foster care, or the supplemental security income program
under title XVI, then the State may not disregard the payment
in determining the amount of assistance to be provided to
the family of which the individual is a member under the
State program funded under this part.

"SEC. 408. PENALTIES.

"(a) IN GENERAL—Subject to subsections (b), (c), and (d):
"(1) FOR USE OF GRANT IN VIOLATION OF THIS PART.—

"(A) GENERAL PENALTY.—If an audit conducted under
chapter 75 of title 31, United States Code, finds that an
amount paid to a State under section 402 for a fiscal
year has been used in violation of this part, the Secretary
shall reduce the grant payable to the State under section
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402(a) (1) for the immediately succeeding fiscal year quarter
by the amount so used.

"(B) ENHANCED PENALTY FOR INTENTIONAL VIOLA-
TIONS.—If the State does not prove to the satisfaction of
the Secretary that the State did not intend to use the
amount in violation of this part, the Secretary shall further
reduce the grant payable to the State under section
402(a) (1) for the immediately succeeding fiscal year quarter
by an amount equal to 5 percent of the State family assist-
ance grant.
"(2) FOR FAILURE TO SUBMIT REQUIRED REPORT.—

"(A) IN GENERAL.—If the Secretary determines that
a State has not, within 6 months after the end of a fiscal
year, submitted the report required by section 410 for
the fiscal year, the Secretary shall reduce the grant payable
to the State under section 402(a)(1) for the immediately
succeeding fiscal year by an amount equal to 4 percent
of the State family assistance grant.

"(B) RESCISSION OF PENALTY.—The Secretary shall
rescind a penalty imposed on a State under subparagraph
(A) with respect to a report for a fiscal year if the State
submits the report before the end of the immediately
succeeding fiscal year.
"(3) FOR FAILURE TO SATISFY MINIMUM PARTICIPATION

RATES.—
"(A) IN GENERAL.—If the Secretary determines that

a State to which a grant is made under section 402 for
a fiscal year has failed to comply with section 406(a) for
the fiscal year, the Secretary shall reduce the grant payable
to the State under section 402(a)(1) for the immediately
succeeding fiscal year by an amount equal to not more
than 5 percent of the State family assistance grant.

"(B) PENALTY BASED ON SEVERITY OF FAILURE.—The
Secretary shall impose reductions under subparagraph (A)
based on the degree of noncompliance.
"(4) FOR FAILURE TO PARTICIPATE IN THE INCOME AND ELIGI-

BILITY VERIFICATION SYSTEM.—If the Secretary determines that
a State program funded under this part is not participating
during a fiscal year in the income and eligibility verification
system required by section 1137, the Secretary shall reduce
the grant payable to the State under section 402(a)(1) for the
immediately succeeding fiscal year by an amount equal to not
more than 2 percent of the State family assistance grant.

"(5) FOR FAILURE TO COMPLY WITH PATERNITY ESTABLISH-
MENT AND CHILD SUPPORT ENFORCEMENT REQUIREMENTS UNDER
PART D.—NOtwithstanding any other provision of this Act, if
the Secretary determines that the State agency that admin-
isters a program funded under this part does not enforce the
penalties requested by the agency administering part D against
recipients of assistance under the State program who fail to
cooperate in establishing paternity in accordance with such
part, the Secretary shall reduce the grant payable to the State
under section 402(a)(1) for the immediately succeeding fiscal
year (without regard to this section) by not more than 5 percent.

"(6) Fo FAILURE TO TIMELY REPAY A FEDERAL LOAN FUND
FOR STATE WELFARE PROGRAMS.—If the Secretary determines
that a State has failed to repay any amount borrowed from
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the Federal Loan Fund for State Welfare Programs established
under section 405 within the period of maturity applicable
to the loan, plus any interest owed on the loan, the Secretary
shall reduce the grant payable to the State under section
402(a)(1) for the immediately succeeding fiscal year quarter
(without regard to this section) by the outstanding loan amount,
plus the interest owed on the outstanding amount. The Sec-
retary may not forgive any outstanding loan amount or interest
owed on the outstanding amount.

'(7) MAINTENANCE OF EFFORT.—
"(A) IN GENERAL.—The Secretary shall reduce the grant

payable to the State under section 402(a)(1) for fiscal year
1996, 1997, 1998, 1999, or 2000 by the amount (if any)
by which State expenditures under the State program
funded under this part for the then immediately preceding
fiscal year is less than the applicable percentage of historic
State expenditures.

"(B) DEFINITIONS.—A5 used in this paragraph:
"(i) STATE EXPENDITURES UNDER THE STATE PRO-

GRAM FUNDED UNDER THIS PART.—
"(I) IN GENERAL—The term 'State expendi-

tures under the State program funded under this
part' means, with respect to a State and a fiscal
year, the sum of the expenditures by the State
under the program for the fiscal year for—

"(aa) cash assistance;
"(bb) child care assistance;
"(cc) education, job training, and work;
"(dd) administrative costs; and
"(ee) any other use of funds allowable

under section 403(a)(1).
"(H) EXCLUSION OF TRANSFERS FROM OTHER

STATE AND LOCAL PROGRAMS—Such term does not
include funding supplanted by transfers from other
State and local programs.
"(ii) APPLICABLE PERCENTAGE—The term

'applicable percentage' means—
"(I) for fiscal year 1996, 75 percent; and
"(II) for fiscal years 1997, 1998, 1999, and

2000, 75 percent reduced (if appropriate) in accord-
ance with subparagraph (C)(iii).
"(iii) HISTORIC STATE EXPENDITURES—The term

'historic State expenditures' means, with respect to
a State, the lesser of—

"(I) the expenditures by the State under parts
A and F of this title (as in effect during fiscal
year 1994) for fiscal year 1994; or

"(II) the amount which bears the same ratio
to the amount described in subclause (I) as—

"(aa) the State family assistance grant for
the immediately preceding fiscal year; bears
to

"(bb) the total amount of Federal pay-
ments to the State under section 403 (as in
effect during fiscal year 1994) for fiscal year
1994.
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"(iv) EXPENDITURES BY THE STATE.—The term
'expenditures by the State' does not include any
expenditures from amounts made available by the Fed-
eral Government, State funds expended for the medic-
aid program under title XIX or the MediGrant program
under title XXI, or any State funds which are used
to match Federal funds or are expended as a condition
of receiving Federal funds under Federal programs
other than under title I.
"(C) APPLICABLE PERCENTAGE REDUCED FOR STATES

WITH BEST OR MOST IMPROVED PERFORMANCE IN CERTAIN
AREAS.—

(i) SCORING OF STATE PERFORMANCE.—Beginning
with fiscal year 1997, the Secretary shall assign to
each State a score that represents the performance
of the State for the fiscal year in each category
described in clause (ii).

"(ii) CATEGORIES.—The categories described in this
clause are the following:

"(I) Increasing the number of families that
received assistance under a State program funded
under this part in the fiscal year, and that, during
the fiscal year, become ineligible for such assist-
ance as a result of unsubsidized employment.

'(II) Reducing the percentage of families that,
within 18 months after becoming ineligible for
assistance under the State program funded under
this part, become eligible for such assistance.

"(III) Increasing. the amount earned by fami-
lies that receive assistance under this part.

"(IV) Reducing the percentage of families in
the State that receive assistance under the State
program funded under this part.
'(iii) REDUCTION OF MAINTENANCE OF EFFORT

THRESHOLD.—
'(I) REDUCTION FOR STATES WITH 5 GREATEST

SCORES IN EACH CATEGORY OF PERFORMANCE—The
applicable percentage for a State for a fiscal year
shall be reduced by 2 percentage points, with
respect to each category described in clause (ii)
for which the score assigned to the State under
clause (i) for the fiscal year is 1 of the 5 highest
scores so assigned to States.

"(II) REDUCTION FOR STATES WITH 5 GREATEST
IMPROVEMENT IN SCORES IN EACH CATEGORY OF
PERFORMANCE.—The applicable percentage for a
State for a fiscal year shall be reduced by 2
percentage points for a State for a fiscal year,
with respect to each category described in clause
(ii) for which the difference between the score
assigned to the State under clause (i) for the fiscal
year and the score so assigned to the State for
the immediately preceding fiscal year is 1 of the
5 greatest such differences.

"(III) LIMITATION ON REDUCTION—The
applicable percentage for a State for a fiscal year
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may not be reduced by more than 8 percentage
points pursuant to this clause.

"(8) PENALTIES FOR SUBSTANTIAL NONCOMPLIANCE OF STATE
CHILD SUPPORT ENFORCEMENT PROGRAM WITH REQUIREMENTS
OF PART D.—

"(A) IN GENERAL—If a State program operated under
part D is found as a result of a review conducted under
section 452(a)(4) not to have complied substantially with
the requirements of such part for any quarter, and the
Secretary determines that the program is not complying
substantially with such requirements at the time the find-
ing is made, the Secretary shall, subject to paragraph (2),
reduce the grant payable to the State under section
402(a)(1) for the quarter and each subsequent quarter that
ends before the 1st quarter throughout which the program
is found not to be in substantial compliance with such
requirements by—

"(i) not less than 1 nor more than 2 percent;
"(ii) not less than 2 nor more than 3 percent,

if the finding is the 2nd consecutive such finding made
as a result of such a review; or

"(iii) not less than 3 nor more than 5 percent,
if the finding is the 3rd or a subsequent consecutive
such finding made as a result of such a review.
"(B) DISREGARD OF NONCOMPLIANCE WHICH IS OF A

TECHNICAL NATURE.—For purposes of subparagraph (A) and
section 452(a)(4), a State which is not in full compliance
with the requirements of this part shall be determined
to be in substantial compliance with such requirements
only if the Secretary determines that any noncompliance
with such requirements is of a technical nature which
does not adversely affect the performance of the State's
program operated under part D.
"(9) FOR FAILURE TO EXPEND ADDITIONAL STATE FUNDS TO

REPLACE GRANT REDUCTIONS—If the grant payable to a State
under section 402(a)(1) for a fiscal year is reduced by reason
of any of the preceding paragraphs of this subsection, the
State shall, during the immediately succeeding fiscal year,
expend under the State program funded under this part an
amount equal to the sum of—

"(A) the applicable percentage of the historic State
expenditures; and

'(B) 105 percent of the total amount of such reductions
under such preceding paragraphs.

"(b) REASONABLE CAUSE EXCEPTION.—The Secretary may not
impose a penalty on a State under subsection (a) with respect
to a requirement if the Secretary determines that the State has
reasonable cause for failing to comply with the requirement.

"(c) CORRECTIVE COMPLIANCE PL.r'4.—
"(1) IN GENERAL.—

'(A) NOTIFICATION OF VIOLATION—Notwithstanding
any other provision of law, the Federal Government shall,
before assessing a penalty against a State under subsection
(a), notify the State of the violation of law for which the
penalty would be assessed and allow the State the oppor-
tunity to enter into a corrective compliance plan in accord-
ance with this subsection which outlines how the State
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will correct any such violations and how the State will
insure continuing compliance with the requirements of this
part.

'(B) 60-DAY PERIOD TO PROPOSE A CORRECTIVE COMPLI-
ANCE PLAN.—Any State notified under subparagraph (A)
shall have 60 days in which to submit to the Federal
Government a corrective compliance plan to correct any
violations described in subparagraph (A).

"(C) ACCEPTANCE OF PLAN.—The Federal Government
shall have 60 days to accept or reject the State's corrective
compliance plan and may consult with the State during
this period to modify the plan. If the Federal Government
does not accept or reject the corrective compliance plan
during the period, the corrective compliance plan shall
be deemed to be accepted.
"(2) FAILURE TO CORRECT.—If a corrective compliance plan

is accepted by the Federal Government, no penalty shall be
imposed with respect to a violation described in paragraph
(I) if the State corrects the violation pursuant to the plan.
If a State has not corrected the violation in a timely manner
under the plan, some or all of the penalty shall be assessed.
"(d) LIMITATION ON AMOUNT OF PENALTY.—

"(I) IN GENERAL.—In imposing the penalties described in
subsection (a), the Secretary shall not reduce any quarterly
payment to a State by more than 25 percent.

"(2) CARRYFORWARD OF UNRECOVERED PENALTIES.—To the
extent that paragraph (1) prevents the Secretary from recover-
ing during a fiscal year the full amount of all penalties imposed
on a State under subsection (a) for a prior fiscal year, the
Secretary shall apply any remaining amount of such penalties
to the grant payable to the State under section 402(a)(1) for
the immediately succeeding fiscal year.

"SEC. 409. APPEAL OF ADVERSE DECISION.

"(a) IN GENERAL.—Within 5 days after the date any adverse
decision is made or action is taken under this part with respect
to a State, the Secretary shall notify the chief executive officer
of the State of the adverse decision or action, including any decision
with respect to the State plan submitted under section 401 or
the imposition of a penalty under section 408.

"(b) ADMINISTRATIVE REVIEW OF ADVERSE DECISION.—
"(1) IN GENERAL.—Within 60 days after the date a State

receives notice under this section of an adverse decision, the
State may appeal the decision, in whole or in part, to the
Departmental Appeals Board established in the Department
of Health and Human Services (in this section referred to
as the 'Board') by filing an appeal with the Board.

"(2) PROCEDURAL RULES—The Board shall consider a
State's appeal on the basis of such documentation as the State
may submit and as the Board may require to support the
final decision of the Board. In deciding whether to uphold
an adverse decision or any portion of such a decision, the
Board shall conduct a thorough review of the issues and take
into account all relevant evidence. The Board shall make a
final determination with respect to an appeal filed under this
paragraph not less than 60 days after the date the appeal
is filed.
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"(c) JUDICIAL REVIEW OF ADVERSE DECISION.—
'(1) IN GENEPAL.—Within 90 days after the date of a final

decision by the Board with respect to an adverse decision
regarding a State under this section, the State may obtain
judicial review of the final decision (and the findings incor-
porated into the final decision) by filing an action in—

"(A) the district court of the United States for the
judicial district in which the principal or headquarters
office of the State agency is located; or

"(B) the United States District Court for the District
of Columbia.
"(2) PROCEDURAL RULE5.—The district court in which an

action is filed shall review the final decision of the Board
on the record established in the administrative proceeding,
in accordance with the standards of review prescribed by sub-
paragraphs (A) through (F) of section 706(2) of title 5, United
States Code. The review shall be on the basis of the documents
and supporting data submitted to the Board.

"SEC. 410. DATA COLLECTION AND REPORTING.

"(a) GENERAL REPORTING REQUIREMENT.—Beginning July 1,
1996, each State shall collect on a monthly basis, and report to
the Secretary on a quarterly basis, the following information on
the families receiving assistance under the State program funded
under this part:

"(1) The county of residence of the family.
'(2) Whether a child receiving such assistance or an adult

in the family is disabled.
"(3) The ages of the members of such families.
"(4) The number of individuals in the family, and the

relation of each family member to the youngest child in the
family.

"(5) The employment status and earnings of the employed
adult in the family.

"(6) The marital status of the adults in the family, including
whether such adults have never married, are widowed, or are
divorced.

'(7) The educational status of each adult in the family.
"(8) The educational status of each child in the family.
"(9) Whether the family received subsidized housing, assist-

ance under the State MediGrant plan approved under title
XXI, food stamps, or subsidized child care, and if the latter
2, the amount received.

"(10) The number of months that the family has received
each type of assistance under the program.

"(1 1) If the adults participated in, and the number of hours
per week of participation in, the following activities:

"(A) Education.
"(B) Subsidized private sector employment.
"(C) Unsubsidized employment.
"CD) Public sector employment, work experience, or

community service.
"(F) Job search.
"(F) Job skills training or on-the-job training.
"(G) Vocational education.

"(12) Information necessary to calculate participation rates
under section 406.
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"(13) The type and amount of assistance received under
the program, including the amount of and reason for any reduc-
tion of assistance (including sanctions).

"(14) From a sample of closed cases, whether the family
left the program, and if so, whether the family left due to—

"(A) employment;
(B) marriage;

"(C) the prohibition set forth in section 407(a) (8);
(D) sanction; or
"(E) State policy.

'(15) Any amount of unearned income received by any
member of the family.

"(16) The citizenship of the members of the family.
"(b) USE OF ESTIMATES.—

"(1) AUTHORITY.—A State may comply with subsection (a)
by submitting an estimate which is obtained through the use
of scientifically acceptable sampling methods approved by the
Secretary.

"(2) SAMPLING AND OTHER METHODS—The Secretary shall
provide the States with such case sampling plans and data
collection procedures as the Secretary deems necessary to
produce statistically valid estimates of the performance of State
programs funded under this part. The Secretary may develop
and implement procedures for verifying the quality of data
submitted by the States.
'(c) REPORT ON USE OF FEDERAL FUNDS To COVER ADMINISTRA-

TIVE COSTS AND OVERI-iEAD.—The report required by subsection
(a) for a fiscal quarter shall include a statement of the percentage
of the funds paid to the State under this part for the quarter
that are used to cover administrative costs or overhead.

"(d) REPORT ON STATE EXPENDITURES ON PROGRAMS FOR NEEDY
FAMILIES—The report required by subsection (a) for a fiscal quarter
shall include a statement of the total amount expended by the
State during the quarter on programs for needy families.

"(e) REPORT ON NONCUSTODIAL PARENTS PARTICIPATING IN
WORK ACTIVITIES—The report required by subsection (a) for a
fiscal quarter shall include the number of noncustodial parents
in the State who participated in work activities (as defined in
section 406(d)) during the quarter.

"(I) REPORT ON TRANSITIONAL SERVICES.—The report required
by subsection (a) for a fiscal quarter shall include the total amount
expended by the State during the quarter to provide transitional
services to a family that has ceased to receive assistance under
this part because of employment, along with a description of such
services.

'(g) REPORT TO CONGRESS.—NOt later than 6 months after
the end of fiscal year 1997, and each fiscal year thereafter, the
Secretary shall transmit to the Congress a report describing—

"(1) whether the States are meeting—
"(A) the participation rates described in section 406(a);

and
'(B) the objectives of—

'(i) increasing employment and earnings of needy
families, and child support collections; and

(ii) decreasing out-of-wedlock pregnancies and
child poverty;
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"(2) the demographic and financial characteristics of fami-
lies applying for assistance, families receiving assistance, and
families that become ineligible to receive assistance;

"(3) the characteristics of each State program funded under
this part; and

"(4) the trends in employment and earnings of needy fami-
lies with minor children living at home.

"SEC. 411. DIRECT FUNDING AND ADMINISTRATION BY INDIAN TRIBES.

"(a) GRANTS FOR INDIAN TRIBES.—
"(1) TRIBAL FAMILY ASSISTANCE GRANT.—

(A) IN GENERAL.—For each of fiscal years 1997, 1998,
1999, and 2000, the Secretary shall pay to each Indian
tribe that has an approved tribal family assistance plan
a tribal family assistance grant for the fiscal year in an
amount equal to the amount determined under subpara-
graph (B), and shall reduce the grant payable under section
402(a)(1) to any State in which lies the service area or
areas of the Indian tribe by that portion of the amount
so determined that is attributable to expenditures by the
State.

"(B) AMOUNT DETERMINED.—
"(i) IN GENERAL.—The amount determined under

this subparagraph is an amount equal to the total
amount of the Federal payments to a State or States
under section 403 for fiscal year 1994 (as in effect
during such fiscal year) attributable to expenditures
by the State or States under parts A and F of this
title (as so in effect) for fiscal year 1994 for Indian
families residing in the service area or areas identified
by the Indian tribe pursuant to subsection (b)(1)(C).

"(ii) USE OF STATE SUBMIrrED DATA.—
"(I) IN GENERAL.—The Secretary shall use

State submitted data to make each determination
under clause (i).

"(II) DISAGREEMENT WITH DETERMINATION.—
If an Indian tribe or tribal organization disagrees
with State submitted data described under
subclause (I), the Indian tribe or tribal organiza-
tion may submit to the Secretary such additional
information as may be relevant to making the
determination under clause (i) and the Secretary
may consider such information before making such
determination.

"(2) GRANTS FOR INDIAN TRIBES THAT RECEIVED JOBS
FUNDS.—

"(A) IN GENERAL.—The Secretary shall pay to each
eligible Indian tribe for each of fiscal years 1996, 1997,
1998, 1999, and 2000 a grant in an amount equal to the
amount received by the Indian tribe in fiscal year 1994
under section 482(i) (as in effect during fiscal year 1994).

"(B) ELIGIBLE INDIAN TRIBE—For purposes of subparà-
graph (A), the term 'eligible Indian tribe' means an Indian
tribe or Alaska Native organization that conducted a job
opportunities and basic skills training program in fiscal
year 1995 under section 482(i) (as in effect during such
fiscal year).
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"(C) USE OF GRANT—Each Indian tribe to which a
grant is made under this paragraph shall use the grant
for the purpose of operating a program to make work
activities available to members of the Indian tribe.

"(D) APPROPRIATION.—Out of any money in the Treas-
ury of the United States not otherwise appropriated, there
are appropriated $7,638,474 for each fiscal year specified
in subparagraph (A) for grants under subparagraph (A).

"(b) 3-YEAR TRIBAL FAMILY ASSISTANCE PLAN.—
"(1) IN GENERAL.—Any Indian tribe that desires to receive

a tribal family assistance grant shall submit to the Secretary
a 3-year tribal family assistance plan that—

"(A) outlines the Indian tribe's approach to providing
welfare-related services for the 3-year period, consistent
with this section;

"(B) specifies whether the welfare-related services pro-
vided under the plan will be provided by the Indian tribe
or through agreements, contracts, or compacts with inter-
tribal consortia, States, or other entities;

"(C) identifies the population and service area or areas
to be served by such plan;

"(D) provides that a family receiving assistance under
the plan may not receive duplicative assistance from other
State or tribal programs funded under this part;

"(E) identifies the employment opportunities in or near
the service area or areas of the Indian tribe and the manner
in which the Indian tribe will cooperate and participate
in enhancing such opportunities for recipients of assistance
under the plan consistent with any applicable State stand-
ards; and

"(F) applies the fiscal accountability provisions of sec-
tion 5(f)(1) of the Indian Self-Determination and Education
Assistance Act (25 U.S.C. 450c(f)(1)), relating to the submis-
sion of a single-agency audit report required by chapter
75 of tftle 31, United States Code.
"(2) APPROVAL—The Secretary shall approve each tribal

family assistance plan submitted in accordance with paragraph
(1).

"(3) CONSORTIUM OF TRIBES.—Nothing in this section shall
preclude the development and submission of a single tribal
family assistance plan by the participating Indian tribes of
an intertribal consortium.
"(c) MINIMUM WORK PARTICIPATION REQUIREMENTS AND TIME

LIMrrS.—The Secretary, with the participation of Indian tribes,
shall establish for each Indian tribe receiving a grant under this
section minimum work participation requirements, appropriate time
limits for receipt of welfare-related services under the grant, and
penalties against individuals—

"(1) consistent with the purposes of this section;
"(2) consistent with the economic conditions and resources

available to each tribe; and
"(3) similar to comparable provisions in section 406(d).

"Cd) EMERGENCY ASSISTANCE.—Nothing in this section shall
preclude an Indian tribe from seekng emergency assistance from
any Federal loan program or emergency fund.
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"(e) ACCOUNTABILITY—Nothing in this section shall be con-
strued to limit the ability of the Secretary to maintain program
funding accountability consistent with—

"(1) generally accepted accounting principles; and
"(2) the requirements of the Indian Self-Determination and

Education Assistance Act (25 U.S.C. 450 et seq.).
"(f) PENALTIES.—

"(1) Subsections (a)(1), (a)(6), and (b) of section 408, shall
apply to an Indian tribe with an approved tribal assistance
plan in the same manner as such subsections apply to a State.

"(2) Section 408(a)(3) shall apply to an Indian tribe with
an approved tribal assistance plan by substituting 'meet mini-
mum work participation requirements established under section
411(c)' for comply with section 406(a)'.
"(g) DATA COLLECTION AND REPORTING.—Section 410 shall

apply to an Indian tribe with an approved tribal family assistance
plan.

"(h) SPECIAL RULE FOR INDIAN TRIBES IN ALASKA.—
"(1) IN GENERAL.—Notwithstanding any other provision of

this section, and except as provided in paragraph (2), a tribal
organization in the State of Alaska that receives a tribal family
assistance grant under this section shall use the grant to oper-
ate a program in accordance with the requirements comparable
to the requirements applicable to the program of the State
of Alaska funded under this part. Comparability of programs
shall be established on the basis of program criteria developed
by the Secretary in consultation with the State of Alaska and
the tribal organizations.

"(2) WAIVER—An Indian tribe described in paragraph (1)
may apply to the appropriate State authority to receive a waiver
of the requirement of paragraph (1).

"SEC. 412. RESEARCH, EVALUATIONS, AND NATIONAL STUDIES

"(a) RESEARCH—The Secretary shall conduct research on the
benefits, effects, and costs of operating different State programs
funded under this part, including time limits relating to eligibility
for assistance. The research shall include studies on the effects
of different programs and the operation of such programs on welfare
dependency, illegitimacy, teen pregnancy, employment rates, child
well-being, and any other area the Secretary deems appropriate.
The Secretary shall also conduct research on the costs and benefits
of State activities under section 406.

"(b) DEVELOPMENT AND EVALUATION OF INNOVATIVE
APPROACHES To REDUCING WELFARE DEPENDENCY AND INCREASING
CHILD WELL-BEING.—

"(1) IN GENERAL.—The Secretary may assist States in devel-
oping, and shall evaluate, innovative approaches for reducing
welfare dependency and increasing the well-being of minor
children living at home with respect to recipients of assistance
under programs funded under this part. The Secretary may
provide funds for training and technical assistance to carry
out the approaches developed pursuant to this paragraph.

"(2) EVALUATIONS.—In performing the evaluations under
paragraph (1), the Secretary shall, to the maximum extent
feasible, use random assignment as an evaluation methodology.
"(c) DISSEMINATION OF INFORMATION—The Secretary shall

develop innovative methods of disseminating information on any
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research, evaluations, and studies conducted under this section,
including the facilitation of the sharing of information and best
practices among States and localities through the use of computers
and other technologies.

"(d) ANNUAL RANKING OF STATES AND REVIEW OF MOST AND
LEAST SUCCESSFUL WORK PROGRAMS.—

"(1) ANNUAL RANKING OF STATES.—The Secretary shall rank
annually the States to which grants are paid under section
402 in the order of their success in placing recipients of assist-
ance under the State program funded under this part into
long-term private sector jobs, reducing the overall welfare case-
load, and, when a practicable method for calculating this
information becomes available, diverting individuals from for-
mally applying to the State program and receiving assistance.
In ranking States under this subsection, the Secretary shall
take into account the average number of minor children living
at home in families in the State that have incomes below
the poverty line and the amount of funding provided each
State for such families.

"(2) ANNUAL REVIEW OF MOST AND LEAST SUCCESSFUL WORK
PROGRAMS.—The Secretary shall review the programs of the
3 States most recently ranked highest under paragraph (1)
and the 3 States most recently ranked lowest under paragraph
(1) that provide parents with work experience, assistance in
finding employment, and other work preparation activities and
support services to enable the families of such parents to leave
the program and become self-sufficient.
"(e) ANNUAL RANKING OF STATES AND REVIEW OF ISSUES RELAT-

ING TO OUT-OF-WEDLOCK BIRTHS.—-
"(1) ANNUAL RANKING OF STATES.—

"(A) IN GENERAL.—The Secretary shall annually rank
States to which grants are made under section 402 based
on the following ranking factors:

'(i) ABSOLUTE OUT-OF-WEDLOCK RATIOS—The ratio
represented by—

"(I) the total number of out-of-wedlock births
in families receiving assistance under the State
program under this part in the State for the most
recent fiscal year for which information is avail-
able; over

"(II) the total number of births in families
receiving assistance under the State program
under this part in the State for such year.
"(ii) NET CHANGES IN THE OUT-OF-WEDLOCK

RATIO.—The difference between the ratio described in
subparagraph (A)(i) for the most recent fiscal year
for which information is available and such State's
ratio determined for the preceding year.

"(2) ANNUAL REVIEW.—The Secretary shall review the pro-
grams of the 5 States most recently ranked highest under
paragraph (1) and the 5 States most recently ranked the lowest
under paragraph (1).

(f) STATE-INITIATED STUDIES.-—A State shall be eligible to
receive funding to evaluate the State's family assistance program
funded under this part if—

"(1) the State submits a proposal to the Secretary for
such evaluation,
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"(2) the Secretary determines that the design and approach
of the evaluation is rigorous and is likely to yield information
that is credible and will be useful to other States, and

"(3) unless otherwise waived by the Secretary, the State
provides a non-Federal share of at least 10 percent of the
cost of such study.
"(g) FUNDING OF STUDIES AND DEMONSTRATIONS.—

"(1) IN GENERAL.—Out of any money in the Treasury of
the United States not otherwise appropriated, there are appro-
priated $15,000,000 for each fiscal year specified in section
4 02(a) (1) for the purpose of paying—

"(A) the cost of conducting the research described in
subsection (a);

"(B) the cost of developing and evaluating innovative
approaches for reducing welfare dependency and increasing
the well-being of minor children under subsection (b);

"(C) the Federal share of any State-initiated study
approved under subsection (f); and

"(D) an amount determined by the Secretary to be
necessay to operate and evaluate demonstration projects,
relating to this part, that are in effect or approved under
section 1115 as of September 30, 1995, and are continued
after such date.
"(2) ALLOCATION.—Of the amount appropriated under para-

graph (1) for a fiscal year—
"(A) 50 percent shall be allocated for the purposes

described in subparagraphs (A) and (B) of paragraph (1),
and

"(B) 50 percent shall be allocated for the purposes
described in subparagraphs (C) and (D) of paragraph (1).

"SEC. 413. STUDY BY THE CENSUS BUREAU.

"(a) IN GENE1L.—The Bureau of the Census shall expand
the Survey of Income and Program Participation as necessary to
obtain such information as will enable interested persons to evalu-
ate the impact of the amendments made by subtitle A of the
Personal Responsibility and Work Opportunity Act of 1995 on a
random national sample of recipients of assistance under State
programs funded under this part and (as appropriate) other low-
income families, and in doing so, shall pay particular attention
to the issues of out-of-wedlock birth, welfare dependency, the begin-
ning and end of welfare spells, and the causes of repeat welfare
spells.

"(b) APPROPRIATION.—Out of any money in the Treasury of
the United States not otherwise appropriated, there are appro-
priated $10,000,000 for each of fiscal years 1996, 1997, 1998, 1999,
and 2000 for payment to the Bureau of the Census to carry out
subsection (a).
"SEC. 414. WAIVERS.

"(a) CONTINUATION OF WAIVERS.—
"(1) IN GENERAL.—Except as provided in paragraph (2),

if any waiver granted to a State under section 1115 or otherwise
which relates to the provision of assistance under a State
plan under this part is in effect or approved by the Secretary
as of October 1, 1995, the amendments made by the Personal
Responsibility and Work Opportunity Act of 1995 shall not
apply with respect to the State before the expiration (deter-
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mined without regard to any extensions) of the waiver to the
extent such amendments are inconsistent with the terms of
the waiver.

"(2) FINANCING LIMITATION.—Notwithstanding any other
provision of law, beginning with fiscal year 1996, a State operat-
ing under a waiver described in paragraph (1) shall receive
the payment described for such State for such fiscal year under
section 402, in lieu of any other payment provided for in the
waiver.
"(b) STATE OPTION To TERMINATE WAIVER.—

"(1) IN GENERAL.—A State may terminate a waiver
described in subsection (a) before the expiration of the waiver.

"(2) REPORT—A State which terminates a waiver under
paragraph (1) shall submit a report to the Secretary summariz-
ing the waiver and any available information concerning the
result or effect of such waiver.

"(3) HOLD HARMLESS PROVISION.—
"(A) IN GENERAL—Notwithstanding any other provi-

sion of law, a State that, not later than the date described
in subparagraph (B), submits a written request to termi-
nate a waiver described in subsection (a) shall be held
harmless for accrued cost neutrality liabilities incurred
under the terms and conditions of such waiver.

"(B) DATE DESCRIBED—The date described in this
subparagraph is the later of—

"(I) January 1, 1996; or
"(ii) 90 days following the adjournment of the first

regular session of the State legislature that begins
after the date of the enactment of the Personal Respon-
sibility and Work Opportunity Act of 1995.

"(c) SECRETARIAL ENCOURAGEMENT OF CURRENT WAIVERS.—
The Secretary shall encourage any State operating a waiver
described in subsection (a) to continue such waiver and to evaluate,
using random sampling and other characteristics of accepted sci-
entific evaluations, the result or effect of such waiver.

"(d) CONTINUATION OF INDIVIDUAL WAIVERS—A State may elect
to continue one or more individual waivers described in subsection
(a) (1).

"SEC. 415. ASSISTANT SECRETARY FOR FAMILY SUPPORT.

"The programs under this part and part D shall be administered
by an Assistant Secretary for Family Support within the Depart-
ment of Health and Human Services, who shall be appointed by
the President, by and with the advice and consent of the Senate,
and who shall be in addition to any other Assistant Secretary
of Health and Human Services provided for by law.
"SEC. 416. LIMITATION ON FEDERAL AUTHORITY.

"No officer or employee of the Federal Government may regulate
the conduct of States under this part or enforce any provision
of this part, except to the extent expressly provided in this part.
"SEC. 417. DEFINITIONS.

"As used in this part:
"(1) ADULT—The term 'adult' means an individual who

is not a minor child.
(2) MINOR CHILD—The term 'minor child' means an

individual who—
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"(A) has not attained 18 years of age; or
"(B) has not attained 19 years of age and is a full-

time student in a secondary school (or in the equivalent
level of vocational or technical training).
"(3) FISCAL YEAR.—The term fiscal year' means any 12-

month period ending on September 30 of a calendar year.
"(4) INDIAN, INDIAN TRIBE, AND TRIBAL ORGANIZATION.—

"(A) IN GENERAL—Except as provided in subparagraph
(B), the terms 'Indian', Indian tribe', and tribal organiza-
tion' have the meaning given such terms by section 4
of the Indian Self-Determination and Education Assistance
Act (25 U.S.C. 450b).

"(B) SPECIAL RULE FOR INDIAN TRIBES IN ALASKA.—
The term lndian tribe means, with respect to the State
of Alaska, only the following Alaska Native regional non-
profit corporations:

"(i) Arctic Slope Native Association.
"(ii) Kawerak, Inc.
"(iii) Maniilaq Association.
"(iv) Association of Village Council Presidents.
"(v) Tanana Chiefs Conference.
"(vi) Cook Inlet Tribal Council.
"(vii) Bristol Bay Native Association.
"(viii) Aleutian and Pribilof Island Association.
"(ix) Chugachmuit.
"(x) Tlingit Haida Central Council.
"(xi) Kodiak Area Native Association.
"(xii) Copper River Native Association.
"(xiii) Metlakatla Indian Tribe.

"(5) STATE—Except as otherwise specifically provided, the
term State' includes the several States, the District of Colum-
bia, the Commonwealth of Puerto Rico, the United States Virgin
Islands, Guam, and American Samoa.".

SEC. 12102. REPORT ON DATA PROCESSING.

(a) IN GENERAL—Within 6 months after the date of the enact-
ment of this Act, the Secretary of Health and Human Services
shall prepare and submit to the Congress a report on—

(1) the status of the automated data processing systems
operated by the States to assist management in the administra-
tion of State programs under part A of title IV of the Social
Security Act (whether in effect before or after October 1, 1995);
and

(2) what would be required to establish a system capable
of—

(A) tracking participants in public programs over time;
and

(B) checking case records of the States to determine
whether individuals are participating in public programs
of 2 or more States.

(b) PREFERRED CONTENTS—The report required by subsection
(a) should include—

(1) a plan for building on the automated data processing
systems of the States to establish a system with the capabilities
described in subsection (a)(2): and

(2) an estimate of the amount of time required to establish
such a system and of the cost of establishing such a system.
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SEC. 12103. CONFORMING AMENDMENTS TO THE SOCIAL SECURITY
ACT.

(a) AMENDMENTS TO TITLE II.—
(1) Section 205(c)(2)(C)(vi) (42 U.S.C. 405(c)(2)(C)(vi)), as

so redesignated by section 321(a)(9)(B) of the Social Security
Independence and Program Improvements Act of 1994, is
amended—

(A) by inserting "an agency administering a program
funded under part A of title IV or' before "an agency
operating"; and

(B) by striking "A or D of title IV of this Act" and
inserting D of such title".
(2) Section 228(d)(1) (42 U.S.C. 428(d)(1)) is amended by

inserting "under a State program funded under" before "part
A of title IV".
(b) AMENDMENTS TO PART D OF TImE IV.—

(1) Section 451 (42 U.S.C. 651) is amended by striking
"aid" and inserting "assistance under a State program funded".

(2) Section 452(a)(10)(C) (42 U.S.C. 652(a)(10)(C)) is
amended—

(A) by striking "aid to families with dependent chil-
dren" and inserting "assistance under a State program
funded under part A";

(B) by striking "such aid" and inserting "such assist-
ance"; and

(C) by striking "under section 402(a) (26) or 471(a) (17)"
and inserting "pursuant to section 408(a)(4) or under sec-
tion 471(a)(17)".
(3) Section 452(a)(10)(F) (42 U.S.C. 652(a)(10)(F)) is

amended—
(A) by striking "aid under a State plan approved" and

inserting "assistance under a State program funded"; and
(B) by striking "in accordance with the standards

referred to in section 402(a)(26)(B)(ii)" and inserting "by
the State".
(4) Section 452(b) (42 U.S.C. 652(b)) is amended in the

first sentence by striking "aid under the State plan approved
under part A" and inserting "assistance under the State pro-
gram funded under part A".

(5) Section 452(d)(3)(B)(i) (42 U.S.C. 652(d)(3)(B)(i)) is
amended by striking "1115(c)" and inserting "1115(b)".

(6) Section 452(g) (2) (A) (ii) (I) (42 U.S .C. 652(g) (2) (A) (ii) (I))
is amended by striking "aid is being paid under the State's
plan approved under part A or E" and inserting "assistance
is being provided under the State program funded under part
A or aid is being paid under the State's plan approved under
part E".

(7) Section 452(g)(2)(A) (42 U.S.C. 652(g) (2) (A)) is amended
in the matter following clause (iii) by striking "aid was being
paid under the State's plan approved under part A or
and inserting "assistance was being provided under the State
program funded under part A or aid was being paid under
the State's plan approved under part E".

(8) Section 452cg)(2) (42 U.S.C. 652(g)(2)) is amended in
the matter following subparagraph (B)—
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(A) by striking "who is a dependent child" and inserting
"with respect to whom assistance is being provided under
the State program funded under part A";

(B) by inserting "by the State agency administering
the State plan approved under this part" after "found';
and

(C) by striking "under section 402(a) (26)" and inserting
"with the State in establishing paternity".
(9) Section 452(h) (42 U.S.C. 652(h)) is amended by striking

"under section 402(a)(26)" and inserting "pursuant to section
408 (a) (4)".

(10) Section 453(c)(3) (42 U.S.C. 653(c)(3)) is amended by
striking "aid under part A of this title" and inserting 'assistance
under a State program funded under part A".

(11) Section 454(5)(A) (42 U.S.C. 654(5)(A)) is amended—
(A) by striking "under section 402(a) (26)" and inserting

"pursuant to section 408(a) (4)"; and
(B) by striking "; except that this paragraph shall

not apply to such payments for any month following the
first month in which the amount collected is sufficient
to make such family ineligible for assistance under the
State plan approved under part A;" and inserting a comma.
(12) Section 454(6)(D) (42 U.S.C. 654(6)(D)) is amended

by striking "aid under a State plan approved" and inserting
"assistance under a State program funded".

(13) Section 456(a)(1) (42 U.S.C. 656(a)(1)) is amended by
striking "under section 402(a)(26)".

(14) Section 466(a)(3)(B) (42 U.S.C. 666(a)(3)(B))
is amended by striking "402(a)(26)" and inserting "408(a)(4)".

(15) Section 466(b)(2) (42 U.S.C. 666(b)(2)) is amended by
striking 'aid" and inserting "assistance under a State program
funded".

(16) Section 469(a) (42 U.S.C. 669(a)) is amended—
(A) by striking "aid under plans approved" and insert-

ing "assistance under State programs funded"; and
(B) by striking "such aid" and inserting such assist-

ance".
(c) REPEAL OF PART F OF TITLE IV.—Part F of title IV (42

U.S.C. 681—687) is repealed.
(d) AMENDMENT TO TITLE X.—Section 1002(a)(7) (42 U.S.C.

1202(a)(7)) is amended by striking "aid to families with dependent
children under the State plan approved under section 402 of this
Act" and inserting "assistance under a State program funded under
part A of title IV".

(e) AMENDMENTS TO TITLE XI.—
(1) Section 1108 (42 U.S.C. 1308) is amended to read as

follows:

"SEC. 1108. UMITATION ON PAYMENTS TO PUERTO RICO, THE VIRGIN
ISLANDS, GUAM, AND AMERICAN SAMOA.

"(a) IN GENER'L.—Notwithstanding any other provision of this
Act, the total amount certified by the Secretary of Health and
Human Services under titles I, X, XIV, and XVI, and under parts
A and B of title IV for payment to any territory for a fiscal year
shall not exceed the ceiling amount for the territory for the fiscal
year.

'(b) DEFINITIONS.—As used in this section:
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"(1) TERRITORY—The term territory' means Puerto Rico,
the Virgin Islands, Guam, and American Samoa.

"(2) CEILING AMOUNT—The term 'ceiling amount' means,
with respect to a territory and a fiscal year, the mandatory
ceiling amount with respect to the territory plus the discre-
tionary ceiling amount with respect to the territory, reduced
for the fiscal year in accordance with subsection (e).

"(3) MANDATORY CEILING AMOUNT.—The term 'mandatory
ceiling amount' means—

"(A) $103,538,000 with respect to Puerto Rico;
"(B) $4,812,000 with respect to Guam;
"(C) $3,677,397 with respect to the Virgin Islands;

and
"(D) $1,122,095 with respect to American Samoa.

"(4) DISCRETIONARY CEILING AMOUNT.—The term 'discre-
tionary ceiling amount' means, with respect to a territory,
the dollar amount specified in subsection (c)(2) with respect
to the territory.
"(c) DISCRETIONARY GINTS.—.

'(1) ]tN GENERAL.—The Secretary shall make a grant to
each territory for any fiscal year in the amount appropriated
pursuant to paragraph (2) for the fiscal year for payment to
the territory.

'(2) USE OF GRANT—Any territory to which a grant is
made under paragraph (1) may expend the amount under any
program operated or funded under any provision of law specified
in subsection (a).

"(3) LIMITATION ON AUTHORIZATION OF APPROPRIATIONS.—
For grants under paragraph (1), there are authorized to be
appropriated to the Secretary for each fiscal year—

"(A) $7,951,000 for payment to Puerto Rico;
(B) $345,000 for payment to Guam;

"(C) $275,000 for payment to the Virgin Islands; and
"(D) $190,000 for payment to American Samoa.

(d) AUTHORITY To TRANSFER FUNDS AMONG PROGRAMS.—NOt-
withstanding any other provision of this Act, any territory to which
an amount is paid under any provision of law specified in subsection
(a) may use part or all of the amount to carry out any program
operated by the territory, or funded, under any other such provision
of law.

"(e) MAINTENANCE OF EFF0RT.—The ceiling amount with
respect to a territory shall be reduced for a fiscal year by an
amount equal to the amount (if any) by which—

"(1) the total amount expended by the territory under all
programs of the territory operated pursuant to the provisions
of law specified in subsection (a) (as such provisions were
in effect for fiscal year 1995) for fiscal year 1995; exceeds

"(2) the total amount expended by the territory under all
programs of the territory that are funded under the provisions
of law specified in subsection (a) for the fiscal year that imme-
diately precedes the fiscal year referred to in the matter preced-
ing paragraph (1).".

(2) Section 1109 (42 U.S.C. 1309) is amended by striking
"or part A of title IV,".

(3) Section 1115 (42 U.S.C. 1315) is amended—
(A) in subsection (a)(2)—-

(i) by inserting "(A)" after "(2)":
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(ii) by striking 403,";
(iii) by striking the period at the end and inserting

",and"; and
(iv) by adding at the end the following new

subparagraph:
"(B) costs of such project which would not otherwise be

a permissible use of funds under part A of title IV and which
are not included as part of the costs of projects under section
1110, shall to the extent and for the period prescribed by
the Secretary, be regarded as a permissible use of funds under
such part."; and

(B) in subsection (c) (3), by striking "under the program
of aid to families with dependent children" and inserting
"part A of such title".
(4) Section 1116 (42 U.S.C. 1316) is amended—

(A) in each of subsections (a)(1), (b), and (d), by striking
"or part A of title IV,": and

(B) in subsection (a)(3), by striking "404,".
(5) Section 1118 (42 U.S.C. 1318) is amended—

(A) by striking "403(a),";
(B) by striking "and part A of title IV,"; and
(C) by striking ", and shall, in the case of American

Samoa, mean 75 per centum with respect to part A of
title IV".
(6) Section 1119 (42 U.S.C. 1319) is amended—

(A) by striking "or part A of title IV"; and
(B) by striking "403(a),".

(7) Section 1133(a) (42 U.S.C. 1320b—3(a)) is amended by
striking "or part A of title IV,".

(8) Section 1136 (42 U.S.C. 1320b—6) is repealed.
(9) Section 1137 (42 U.S.C. 1320b—7) is amended—

(A) in subsection (b), by striking paragraph (1) and
inserting the following:
"(1) any State program funded under part A of title IV

of this Act;"; and
(B) in subsection (d)(1)(B)—

(i) by striking "In this subsection—" and all that
follows through "(ii) in" and inserting "In this sub-
section, in";

(ii) by redesignating subclauses (I), (II), and (III)
as clauses (i), (ii), and (iii); and

(iii) by moving such redesignated material 2 ems
to the left.

(f) AMENDMENT TO TITLE XIV.—Section 1402(a)(7) (42 U.S.C.
1352(a)(7)) is amended by striking "aid to families with dependent
children under the State plan approved under section 402 of this
Act" and inserting "assistance under a State program funded under
part A of title IV".

(g) AMENDMENT TO TITLE XVI AS IN EFFECT WITH RESPECT
TO THE TERRITORIES—Section 1602(a)(11), as in effect without
regard to the amendment made by section 301 of the Social Security
Amendments of 1972 (42 U.S.C. 1382 note), is amended by striking
"aid under the State plan approved" and inserting "assistance under
a State program funded".

(h) AMENDMENT TO TITLE XVI AS IN EFFECT WITH RESPECT
TO THE STATES.—Section 1611(c)(5)(A) (42 U.S.C. 1382(c)(5)(A)) is
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amended to read as follows: "(A) a State program funded under
part A of title IV,".

SEC. 12104. CONFORMING AMENDMENTS TO THE FOOD STAMP ACT
OF 1977 AND RELATED PROVISIOrS.

(a) Section 5 of the Food Stamp Act of 1977 (7 U.S.C. 2014)
is amended—

(1) in the second sentence of subsection (a), by striking
"plan approved" and all that follows through "title IV of the
Social Security Act" and inserting 'program funded under part
A of title IV of the Social Security Act (42 U.S.C. 601 et
seq.) that the Secretary determines complies with standards
established by the Secretary that ensure that the standards
under the State program are comparable to or more restrictive
than those in effect on June 1 1995";

(2) in subsection (d)—
(A) in paragraph (5), by striking "assistance to families

with dependent children" and inserting "assistance under
a State program funded'; and

(B) by striking paragraph (13) and redesignating para-
graphs (14), (15), and (16) as paragraphs (13), (14), and
(15), respectively;
(3) in subsection (j) by striking "plan approved under part

A of title IV of such Act (42 U.S.C. 601 et seq.)" and inserting
"program funded under part A of title IV of the Act (42 U.S.C.
601 et seq.) that the Secretary determines complies with stand-
ards established by the Secretary that ensure that the stand-
ards under the State program are comparable to or more restric-
tive than those in effect on June 1, 1995".
(b) Section 6 of such Act (7 U.S.C. 2015) is amended—

(1) in subsection (c)(5), by striking "the State plan
approved" and inserting "the State program funded";

(2) in subsection (e)—
(A) by striking "aid to families with dependent chil-

dren" and inserting 'benefits under a State program
funded"; and

(B) by inserting before the semicolon the following:
'that the Secretary determines complies with standards
established by the Secretary that ensure that the standards
under the State program are comparable to or more restric-
tive than those in effect on June 1, 1995"; and
(3) by adding at the end the following new subsection:

"(i) ELIGIBILITY UNDER OTHER LAw.—Notwithstanding any
other provision of this Act, a household may not receive benefits
under this Act as a result of the households eligibility under
a State program funded under part A of title IV of the Social
Security Act (42 U.S.C. 601 et seq.), unless the Secretary determines
that any household with income above 130 percent of the poverty
guidelines is not eligible for the program.".

(c) Section 16(.g)(4) of such Act (7 U.S.C. 2025(g)(4)) is amended
by striking 'State plans under the Aid to Families with Dependent
Children Program under' and inserting "State programs funded
under part A of'.

(d) Section 17 of such Act (7 U.S.C. 2026) is amended—
(1) in the first sentence of subsection (b)(1)(A), by striking

'to aid to families with dependent children under part A of
title IV of the Social Security Act" and inserting 'or are receiv-



H. R. 249 1—739

ing assistance under a State program funded under part A
of title IV of the Social Security Act (42 U.S.C. 601 et seq.)";
and

(2) in subsection (b)(3), by adding at the end the following
new subparagraph:

"(I) The Secretary may not grant a waiver under this
paragraph on or after October 1, 1995. Any reference in this
paragraph to a provision of title IV of the Social Security
Act shall be deemed to be a reference to such provision as
in effect on September 30, 1995.":
(e) Section 20 of such Act (7 U.S.C. 2029) is amended—

(1) in subsection (a)(2)(B) by striking "operating—" and
all that follows through "(ii) any other" and inserting "operating
any"; and

(2) in subsection (b)—
(A) in paragraph (1)—

(i) by striking "(b)(1) A household" and inserting
"(b) A household"; and

(ii) in subparagraph (B), by striking "training pro-
gram" and inserting "activity";
(B) by striking paragraph (2); and
(C) by redesignating subparagraphs (A) through (F)

as paragraphs (1) through (6), respectively.
(I) Section 5(h)(1) of the Agriculture and Consumer Protection

Act of 1973 (Public Law 93—186; 7 U.S.C. 612c note) is amended
by striking "the program for aid to families with dependent children"
and inserting "the State program funded".

(g) Section 9 of the National School Lunch Act (42 U.S.C.
1758) is amended—

(1) in subsection (b)—
(A) in paragraph (2) (C) (ii) (II)—

(i) by striking "program for aid to families with
dependent children" and inserting "State program
funded"; and

(ii) by inserting before the period at the end the
following: "that the Secretary determines complies with
standards established by the Secretary that ensure
that the standards under the State program are com-
parable to or more restrictive than those in effect on
June 1, 1995"; and
(B) in paragraph (6)—

(i) in subparagraph (A) (ii)—
(I) by striking "an AFDC assistance unit

(under the aid to families with dependent children
program authorized" and inserting "a family
(under the State program funded": and

(II) by striking ", in a State" and all that
follows through "9902(2)))" and inserting "that the
Secretary determines complies with standards
established by the Secretary that ensure that the
standards under the State program are comparable
to or more restrictive than those in effect on June
1, 1995"; and
(ii) in subparagraph (B), by striking "aid to families

with dependent children" and inserting "assistance
under the State program funded under part A of title
IV of the Social Security Act (42 U.S.C. 601 et seq.)
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that the Secretary determines complies with standards
established by the Secretary that ensure that the
standards under the State program are comparable
to or more restrictive than those in effect on June
1, 1995"; and

(2) in subsection (d)(2)(C)—
(A) by striking "program for aid to families with

dependent children' and inserting "State program funded";
and

(B) by inserting before the period at the end the follow-
ing: "that the Secretary determines complies with stand-
ards established by the Secretary that ensure that the
standards under the State program are comparable to or
more restrictive than those in effect on June 1. 1995".

(h) Section 17(d)(2)(A)(ii)(II) of the Child Nutrition Act of 1966
(42 U.S.C. 1786(d) (2) (A) (ii) (II)) is amended—

(1) by striking "program for aid to families with dependent
children established" and inserting "State program funded";
and

(2) by inserting before the semicolon the following: "that
the Secretary determines complies with standards established
by the Secretary that ensure that the standards under the
State program are comparable to or more restrictive than those
in effect on June 1, 1995".

SEC. 12105. CONFORMING AMENDMENTS TO OTHER LAWS.

(a) Subsection (b) of section 508 of the Unemployment Com-
pensation Amendments of 1976 (42 U.S.C. 603a; Public Law 94—
566; 90 Stat. 2689) is amended to read as follows:

"(b) PROv]ISION FOR REIMBURSEMENT OF EXPENSES.—FOr pur-
poses of section 455 of the Social Security Act, expenses incurred
to reimburse State employment offices for furnishing information
requested of such offices—

"(1) pursuant to the third sentence of section 3(a) of the
Act entitled 'An Act to provide for the establishment of a
national employment system and for cooperation with the
States in the promotion of such system, and for other purposes',
approved June 6, 1933 (29 U.S.C. 49b(a)), or

"(2) by a State or local agency charged with the duty
of carrying a State plan for child support approved under
part D of title IV of the Social Security Act,

shall be considered to constitute expenses incurred in the adminis-
tration of such State plan.".

(b) Section 9121 of the Omnibus Budget Reconciliation Act
of 1987 (42 U.S.C. 602 note) is repealed.

(c) Section 9122 of the Omnibus Budget Reconciliation Act
of 1987 (42 U.S.C. 602 note) is repealed.

(d) Section 221 of the Housing and Urban-Rural Recovery Act
of 1983 (42 U.S.C. 602 note), relating to treatment under AFDC
of certain rental payments for federally assisted housing, is
repealed.

(e) Section 159 of the Tax Equity and Fiscal Responsibility
Act of 1982 (42 U.S.C. 602 note) is repealed.

(1) Section 202(d) of the Social Security Amendments of 1967
(81 Stat. 882; 42 U.S.C. 602 note) is repealed.

(g) Section 903 of the Stewart B. McKinney Homeless Assist-
ance Amendments Act of 1988 (42 U.S.C. 11381 note), relating
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to demonstration projects to reduce number of AFDC families in
welfare hotels, is amended—

(1) in subsection (a), by striking "aid to families with
dependent children under a State plan approved" and inserting
"assistance under a State program funded"; and

(2) in subsection (c), by striking "aid to families with
dependent children in the State under a State plan approved"
and inserting "assistance in the State under a State program
funded".
(h) The Higher Education Act of 1965 (20 U.S.C. 1001 et seq.)

is amended—
(1) in section 404C(c)(3) (20 U.S.C. 1070a—23(c)(3)), by strik-

ing '(Aid to Families with Dependent Children)"; and
(2) in section 480(b)(2) (20 U.S.C. 1087vv(b)(2)), by striking

"aid to families with dependent children under a State plan
approved" and inserting "assistance under a State program
funded".
(i) The Carl D. Perkins Vocational and Applied Technology

Education Act (20 U.S.C. 2301 et seq.) is amended—
(1) in section 231(d)(3)(A)(ii) (20 U.S.C. 2341(d)(3)(A)(ii)),

by striking "the program for aid to dependent children" and
inserting "the State program funded";

(2) in section 232(b)(2)(B) (20 U.S.C. 2341a(b)(2)(B)), by
striking "the program for aid to families with dependent chil-
dren" and inserting "the State program funded"; and

(3) in section 521(14)(B)(iii) (20 U.S.C. 2471(14)(B)(iii)),
by striking "the program for aid to families with dependent
children" and inserting "the State program funded".
(j) The Elementary and Secondary Education Act of 1965 (20

U.S.C. 2701 et seq.) is amended—
(1) in section 1113(a)(5) (20 U.S.C. 6313(a)(5)), by striking

"Aid to Families with Dependent Children Program" and insert-
ing 'State program funded under part A of title IV of the
Social Security Act";

(2) in section 1124(c)(5) (20 U.S.C. 6333(c)(5)), by striking
'the program of aid to families with dependent children under
a State plan approved under" and inserting "a State program
funded under part A of'; and

(3) in section 5203(b) (2) (20 U.S.C. 7233(b) (2))—
(A) in subparagraph (A)(xi), by striking 'Aid to Fami-

lies with Dependent Children benefits" and inserting
"assistance under a State program funded under part A
of title IV of the Social Security Act"; and

(B) in subparagraph (B) (viii), by striking "Aid to Fami-
lies with Dependent Children" and inserting "assistance
under the State program funded under part A of title
IV of the Social Security Act".

(k) Chapter VII of title I of Public Law 99—88 (25 U.S.C.
13d—1) is amended to read as follows: "Provided further, That gen-
eral assistance payments made by the Bureau of Indian Affairs
shall be made—

"(1) after April 29, 1985, and before October 1, 1995, on
the basis of Aid to Families with Dependent Children (AFDC)
standards of need; and

"(2) on and after October 1, 1995, on the basis of standards
of need established under the State program funded under
part A of title IV of the Social Security Act,
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except that where a State ratably reduces its AFDC or State pro-
gram payments, the Bureau shall reduce general assistance pay-
ments in such State by the same percentage as the State has
reduced the AFDC or State program payment.".

(1) The Internal Revenue Code of 1986 (26 U.S.C. 1 et seq.)
is amended—

(1) in section 51(d)(9) (26 U.S.C. 51(d)(9)), by striking all
that follows "agency as" and inserting "being eligible for finan-
cial assistance under part A of title IV of the Social Security
Act and as having continually received such financial assistance
during the 90-day period which immediately precedes the date
on which such individual is hired by the employer.";

(2) in section 3304(a)(16) (26 U.S.C. 3304(a)(16)), by strik-
ing "eligibility for aid or services" and all that follows through
"children approved" and inserting "eligibility for assistance,
or the amount of such assistance, under a State program
funded";

(3) in section 6103(l)(7)(D)(i) (26 U.S.C. 6103(l)(7)(D)(i)),
by striking 'aid to families with dependent children provided
under a State plan approved" and inserting "a State program
funded";

(4) in section 6334(a)(11)(A) (26 U.S.C. 6334(a)(11)(A)), by
striking "(relating to aid to families with dependent children)";
and

(5) in section 7523(b)(3)(C) (26 U.S.C. 7523(b)(3)(C)), by
striking 'aid to families with dependent children" and inserting
"assistance under a State program funded under part A of
title IV of the Social Security Act".
(m) Section 3(b) of the Wagner-Peyser Act (29 U.S.C. 49b(b))

is amended by striking 'State plan approved under part A of title
IV" and inserting "State program funded under part A of title
IV".

(n) The Job Training Partnership Act (29 U.S.C. 1501 et seq.)
is amended—

(1) in section 4(29)(A)(i) (29 U.S.C. 1503(29)(A)(i)), by strik-
ing "(42 U.S.C. 601 et seq.)":

(2) in section 106(b)(6)(C) (29 U.S.C. 1516(b)(6)(C)), by strik-
ing "State aid to families with dependent children records,"
and inserting "records collected under the State program funded
under part A of title IV of the Social Security Act,";

(3) in section 121(b)(2) (29 U.S.C. 1531(b) (2))—
(A) by striking "the JOBS program" and inserting "the

work activities required under title IV of the Social Security
Act"; and

(B) by striking the second sentence;
(4) in section 123(c) (29 U.S.C. 1533(c))—

(A) in paragraph (1)(E), by repealing clause (vi): and
(B) in paragraph (2)(D), by repealing clause (v);

(5) in section 203(b)(3) (29 U.S.C. 1603(b)(3)), by striking
", including recipients under the JOBS program";

(6) in subparagraphs (A) and (B) of section 204(a)(1) (29
U.S.C. 1604(a)(1) (A) and (B)), by striking "(such as the JOBS
program)" each place it appears;

(7) in section 205(a) (29 U.S.C. 1605(a)), by striking para-
graph (4) and inserting the following:

"(4) the portions of title IV of the Social Security Act
relating to work activities;";
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(8) in section 253 (29 U.S.C. 1632)—
(A) in subsection (b)(2), by repealing subparagraph (C);

and
(B) in paragraphs (1)(B) and (2)(B) of subsection (c),

by striking "the JOBS program or" each place it appears;
(9) in section 264 (29 U.S.C. 1644)—

(A) in subparagraphs (A) and (B) of subsection (b)(1),
by striking "(such as the JOBS program)" each place it
appears; and

(B) in subparagraphs (A) and (B) of subsection (d)(3),
by striking "and the JOB5 program" each place it appears;
(10) in section 265(b) (29 U.S.C. 1645(b)), by striking para-

graph (6) and inserting the following:
"(6) the portion of title IV of the 5ocial 5ecurity Act relating

to work activities;";
(11) in the second sentence of section 429(e) (29 U.5.C.

1699(e)), by striking "and shall be in an amount that does
not exceed the maximum amount that may be provided by
the State pursuant to section 402(g)(1)(C) of the Social Security
Act (42 U.S.C. 602(g)(1)(C))";

(12) in section 454(c) (29 U.S.C. 1734(c)), by striking "JOBS
and";

(13) in section 455(b) (29 U.S.C. 1735(b)), by striking "the
JOBS program,";

(14) in section 501(1) (29 U.S.C. 1791(1)), by striking "aid
to families with dependent children under part A of title IV
of the Social Security Act (42 U.S.C. 601 et seq.)" and inserting
"assistance under the State program funded under part A of
title IV of the Social Security Act";

(15) in section 506(1) (A) (29 U.S.C. 179 le(1)(A)), by striking
"aid to families with dependent children" and inserting "assist-
ance under the State program funded";

(16) in section 508(a)(2)(A) (29 U.S.C. 1791g(a)(2)(A)), by
striking "aid to families with dependent children" and inserting
"assistance under the State program funded"; and

(17) in section 701(b)(2)(A) (29 U.S.C. 1792(b)(2)(A))—
(A) in clause (v), by striking the semicolon and insert-

ing"; and"; and
(B) by striking clause (vi).

(o) Section 3803(c)(2)(C)(iv) of title 31, United States Code,
is amended to read as follows:

"(iv) assistance under a State program funded
under part A of title IV of the Social Security Act".

(p) Section 2605(b)(2)(A)(i) of the Low-Income Home Energy
Assistance Act of 1981 (42 U.S.C. 8624(b)(2)(A)(i)) is amended to
read as follows:

"(i) assistance under the State program funded
under part A of title IV of the Social Security Act;".

(q) Section 303(0(2) of the Family Support Act of 1988 (42
U.S.C. 602 note) is amended—

(1) by striking "(A)"; and
(2) by striking subparagraphs (B) and (C).

(r) The Balanced Budget and Emergency Deficit Control Act
of 1985 (2 U.S.C. 900 et seq.) is amended—

(1) in the first section 255(h) (2 U.S.C. 905(h)), by striking
"Aid to families with dependent children (75—0412—0—1—609);"
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and inserting "Block grants to States for temporary assistance
for needy families;"; and

(2) in section 256 (2 U.S.C. 906)—
(A) by striking subsection (k); and
(B) by redesignating subsection (1) as subsection (k).

(s) The Immigration and Nationality Act (8 U.S.C. 1101 et
seq.) is amended—

(1) in section 210(f) (8 U.S.C. 1160(f)), by striking "aid
under a State plan approved under" each place it appears
and inserting "assistance under a State program funded under";

(2) in section 245A(h) (8 U.S.C. 1255a(h))—
(A) in paragraph (1)(A)(i), by striking "program of aid

to families with dependent children" and inserting "State
program of assistance"; and

(B) in paragraph (2) (B), by striking "aid to families
with dependent children" and inserting "assistance under
a State program funded under part A of title IV of the
Social Security Act"; and
(3) in section 412(e)(4) (8 U.S.C. 1522(e)(4)), by striking

"State plan approved" and inserting "State program funded".
(t) Section 640(a)(4)(B)(i) of the Head Start Act (42 U.S.C.

9835(a)(4)(B)(i)) is amended by striking "program of aid to families
with dependent children under a State plan approved" and inserting
"State program of assistance funded".

(u) Section 9 of the Act of April 19, 1950 (64 Stat. 47, chapter
92; 25 U.S.C. 639) is repealed.

(v) Subparagraph (E) of section 213(d)(6) of the School-To-
Work Opportunities Act of 1994 (20 U.S.C. 6143(d)(6)) is amended
to read as follows:

"(E) part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) relating to work activities;".

SEC. 12106. EFFECTIVE DATE; TRANSITION RULE.

(a) IN GENEIL.—Except as otherwise provided in this subtitle,
this subtitle and the amendments made by this subtitle shall take
effect on October 1, 1995.

(b) PENALTIES.—
(1) IN GENERAL.—Paragraphs (2) through (7) and paragraph

(9) of section 408(a) of the Social Security Act (as added by
section 12101 of this Act) shall apply with respect to fiscal
years beginning on or after October 1, 1996.

(2) MISUSE OF FUNDS.—Paragraphs (1) and (8) of section
408(a) of the Social Security Act (as added by section 12101
of this Act, shall apply with respect to fiscal years beginning
on or after October 1, 1995.
(c) TNsITIoN RULES.—

(1) STATE OPTION TO CONTINUE AFDC PROGRAM.—
(A) 9-MONTH EXTENSION—A State may elect to con-

tinue the State AFDC program until June 30, 1996.
(B) No INDIVIDUAL OR FAMILY ENTITLEMENT UNDER

CONTINUED STATE AFDC PROGRAMS.—Notwithstanding any
other provision of law or any rule of law, no individual
or family is entitled to aid under any State AFDC program
on or after the date of the enactment of this Act.

(C) LIMITATIONS ON FEDERAL OBLIGATIONS.—
(i) UNDER AFDC PROGRAM—If a State elects to

continue the State AFDC program pursuant to
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subparagraph (A), the total obligations of the Federal
Government to the State under part A of title IV
of the Social Security Act (as in effect on September
30, 1995) after the date of the enactment of this Act
shall not exceed an amount equal to—

(I) the State family assistance grant (as
defined in section 402(a)(1)(B) of the Social Secu-
rity Act (as in effect pursuant to the amendment
made by section 12101 of this Act)): minus

(II) any obligations of the Federal Government
to the State under such part (as in effect on
September 30, 1995) with respect to expenditures
by the State during the period that begins on
October 1, 1995, and ends on the day before the
date of the enactment of this Act.
(ii) UNDER TEMPORARY FAMILY ASSISTANCE PRO-

GRAM.—Notwithstanding section 402(a)(1) of the Social
Security Act (as in effect pursuant to the amendment
made by section 12101 of this Act), the total obligations
of the Federal Government to the State under such
section 402(a)(1) for fiscal year 1996 after the termi-
nation of the State AFDC program shall not exceed
an amount equal to—

(I) the amount described in clause (i)(I) of
this subparagraph; minus

(II) any obligations of the Federal Government
to the State under part A of title IV of the Social
Security Act (as in effect on September 30, 1995)
with respect to expenditures by the State on or
after October 1, 1995.

(D) SUBMISSION OF STATE PLAN FOR FISCAL YEAR 1996
DEEMED ACCEPTANCE OF GRANT LIMITATIONS AND FOR-
MULA.—The submission of a plan by a State under section
401(a) of the Social Security Act (as in effect pursuant
to the amendment made by section 12101 of this Act)
for fiscal year 1996 is deemed to constitute the State's
acceptance of the grant reductions under subparagraph
(C) (ii) of this paragraph (including the formula for comput-
ing the amount of the reduction).

(E) STATE AFDC PROGRAM DEFINED.—As used in this
paragraph, the term "State AFDC program' means the
State program under parts A and F of title IV of the
Social Security Act (as in effect on September 30, 1995).
(2) CLAIMS, ACTIONS, AND PROCEEDINGS—The amendments

made by this subtitle shall not apply with respect to—
(A) powers, duties, functions, rights, claims, penalties,

or obligations applicable to aid, assistance, or services pro-
vided before the effective date of this subtitle under the
provisions amended; and

(B) administrative actions and proceedings commenced
before such date, or authorized before such date to be
commenced, under such provisions.
(3) CLOSING OUT ACCOUNT FOR THOSE PROGRAMS TERMI-

NATED OR SUBSTANTIALLY MODIFIED BY THIS SUBTITLE—In clos-
ing out accounts, Federal and State officials may use scientif-
ically acceptable statistical sampling techniques. Claims made
under programs which are repealed or substantially amended
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in this subtitle and which involve State expenditures in cases
where assistance or services were provided during a prior fiscal
year, shall be treated as expenditures during fiscal year 1995
for purposes of reimbursement even if payment was made by
a State on or after October 1, 1995. States shall complete
the filing of all claims no later than September 30, 1997.
Federal department heads shall—

(A) use the single audit procedure to review and resolve
any claims in connection with the close out of programs,
and

(B) reimburse States for any payments made for assist-
ance or services provided during a prior fiscal year from
funds for fiscal year 1995, rather than the funds authorized
by this subtitle.
(4) CONTINUANCE IN OFFICE OF ASSISTANT SECRETARY FOR

FAMILY SUPPORT—The individual who, on the day before the
effective date of this subtitle, is serving as Assistant Secretary
for Family Support within the Department of Health and
Human Services shall, until a successor is appointed to such
position—

(A) continue to serve in such position; and
(B) except as otherwise provided by law—

(i) continue to perform the functions of the Assist-
ant Secretary for Family Support under section 417
of the Social Security Act (as in effect before such
effective date); and

(ii) have the powers and duties of the Assistant
Secretary for Family Support under section 415 of
the Social Security Act (as in effect pursuant to the
amendment made by section 12101 of this Act).

(d) SUNSET—The amendment made by section 12101 shall
be effective only during the 6-year period beginning on October
1,1995.



H. R. 2491—747

Subtitle B—Supplemental Security Income

Sec. 12200. Reference to social security act.

CHAPTER 1—ELIGIBILITY RESTRICTIONS

Sec. 12201. Denial of supplemental security income benefits by reason of
disability to drug addicts and alcoholics.

Sec. 12202. Denial of SSI benefits for 10 years to individuals found to
have fraudulently misrepresented residence in order to obtain
benefits simultaneously in 2 or more States.

Sec. 12203. Denial of ssi benefits for fugitive felons and probation and
parole violators.

CHAPTER 2—BENEFITS FOR DISABLED CHILDREN

Sec. 12211. Definition and eligibility rules.

Sec. 12212. Eligibility redeterminations and continuing disability reviews.
Sec. 12213. Additional accountability requirements.

Sec. 12214. Reduction in cash benefits payable to institutionalized individ-
uals whose medical costs are covered by private insurance.

Sec. 12215. Regulations.

Subtitle B—Supplemental Security Income
SEC. 12200. REFERENCE TO SOCIAL SECURITY ACT.

Except as otherwise specifically provided, where ever in this
subtitle an amendment is expressed in terms of an amendment
to or repeal of a section or other provision, the reference shall
be considered to be made to that section or other provision of
the Social Security Act.

CHAPTER 1—ELIGIBILITY RESTIUCTIONS

SEC. 12201. DENIAL OF SUPPLEMENTAL SECURITY INCOME BENEFITS
BY REASON OF DISABILITY TO DRUG ADDICTS AND
ALCOHOLICS.

(a) IN GENEiL.—Section 1614(a)(3) (42 U.S.C. 1382c(a)(3)) is
amended by adding at the end the following:

"(I) Notwithstanding subparagraph (A), an individual shall not
be considered to be disabled for purposes of this title if alcoholism
or drug addiction would (but for this subparagraph) be a contribut-
ing factor material to the Commissioner's determination that the
individual is disabled.".

(b) REPRESENTATIVE PAYEE REQUIREMENTS.—
(1) Section 1631 (a) (2) (A) (ii) (II) (42 U.S.C.

1383(a) (2) (A) (ii) (TI)) is amended to read as follows:
"(II) In the case of an individual eligible for benefits under

this title by reason of disability, the payment of such benefits
shall be made to a representative payee if the Commissioner of
Social Security determines that such payment would serve the
interest of the individual because the individual also has an alcohol-
ism or drug addiction condition that prevents the individual from
managing such benefits.".
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(2) Section 1631 (a)(2)(B) (vii) (42 U.S.C. 1383(a) (2)(B) (vii))
is amended by striking "eligible for benefits" and all that follows
through "is disabled" and inserting 'described in subparagraph
(A) (ii) (II)".

(3) Section 1631(a) (2) (B) (ix) (II) (42 U.S.C.
1383(a)(2)(B)(ix)(II)) is amended by striking all that follows
"15 years, or" and inserting "described in subparagraph
(A) (ii) (II)".

(4) Section 1631(a)(2)(D)(i)(II) (42 U.S.C.
1383(a) (2) (D) (i) (II)) is amended by striking "eliible for benefits"
and all that follows through "is disabled' and inserting
"described in subparagraph (A) (ii) (II)".
(c) TREATMENT REFERRALS FOR INDIVIDUALS WITh AN ALCOHOL-

ISM OR DRUG ADDICTION CONDIrION.—Title XVI (42 U.S.C. 1381
et seq.) is amended by adding at the end the following new section:

"TREATMENT REFERRALS FOR INDIVIDUALS WITH AN ALCOHOLISM OR
DRUG ADDICTION CONDITION

"SEC. 1636. In the case of any eligible individual whose benefits
under this title by reason of disability are paid to a representative
payee pursuant to section 1631(a)(2)(A)(ii)(II), the Commissioner
of Social Security shall refer such individual to the appropriate
State agency administering the State plan for substance abuse
treatment services approved under subpart II of part B of title
XIX of the Public Health Service Act (42 U.S.C. 300x—21 et seq.).".

(d) CONFORMING AMENDMENTS.—
(1) Section 1611(e) (42 U.S.C. 1382(e)) is amended by strik-

ing paragraph (3).
(2) Section 1634 (42 U.S.C. 1383c) is amended by striking

subsection (e).
(3) Section 201(c)(1) of the Social Security Independence

and Program Improvements Act of 1994 (42 U.S.C. 425 note)
is amended—

(A) by strikin "to—" and all that follows through
"in cases in which' and inserting "to individuals who are
entitled to disability insurance benefits or child's, widow's,
or widower's insurance benefits based on disability under
title II of the Social Security Act, in cases in which";

(B) by striking "either subparagraph (A) or subpara-
graph (B)" and inserting "the preceding sentence"; and

(C) by striking "subparagraph (A) or (B)" and inserting
"the preceding sentence".

(e) SUPPLEMENTAL FUNDING FOR ALCOHOL AND SUBSTANCE
ABUSE TREATMENT PROGRAMS.—

(1) IN GENERAL.—Out of any money in the Treasury not
otherwise appropriated, there are hereby appropriated to
supplement State and Tribal programs funded under section
1933 of the Public Health Service Act (42 U.S.C. 300x—33),
$50,000,000 for each of the fiscal years 1997 and 1998.

(2) ADDITIONAL FUNDS.—Amounts appropriated under para-
graph (1) shall be in addition to any funds otherwise appro-
priated for allotments under section 1933 of the Public Health
Service Act (42 U.S.C. 300x—33) and shall be allocated pursuant
to such section 1933.

(3) USE OF FUNDs.—A State or tribal government receiving
an allotment under this subsection shall consider as priorities,
for purposes of expending funds allotted under this subsection,
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activities relating to the treatment of the abuse of alcohol
and other drugs.
(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in paragraphs (2)
and (3), the amendments made by this section shall apply
to applicants for benefits for months beginning on or after
the date of the enactment of this Act, without regard to whether
regulations have been issued to implement such amendments.

(2) APPLICATION TO CURRENT RECIPIENTS.—
(A) APPLICATION AND NOTICE.—Notwithstanding any

other provision of law, in the case of an individual who
is receiving supplemental security income benefits under
title XVI of the Social Security Act as of the date of the
enactment of this Act and whose eligibility for such benefits
would terminate by reason of the amendments made by
this section, such amendments shall apply with respect
to the benefits of such individual, including such individ-
ual's treatment (if any) provided pursuant to such title
as in effect on the day before the date of such enactment,
for months beginning on or after January 1, 1997, and
the Commissioner of Social Security shall so notify the
individual not later than 90 days after the date of the
enactment of this Act.

(B) REAPPLICATION.—
(i) IN GENERAL.—Not later than 120 days after

the date of the enactment of this Act, each individual
notified pursuant to subparagraph (A) who desires to
reapply for benefits under title XVI of the Social Secu-
rity Act, as amended by this title, may reapply to
the Commissioner of Social Security.

(ii) DETERMINATION OF ELIGIBILITY.—Not later
than January 1, 1997, the Commissioner of Social Secu-
rity shall complete the eligibility redetermination of
each individual who reapplies for benefits under clause
(i) pursuant to the procedures of title XVI of such
Act.

(3) ADDITIONAL APPLICATION OF PAYEE REPRESENTATIVE AND
TREATMENT REFERRAL REQUIREMENTS.—The amendments made
by subsections (b) and (c) shall also apply—

(A) in the case of any individual who is receiving
supplemental security income benefits under title XVI of
the Social Security Act as of the date of the enactment
of this Act, on and after the date of such individual's
first continuing disability review occurring after such date
of enactment, and

(B) in the case of any individual who receives supple-
mental security income benefits under title XVI of the
Social Security Act and has attained age 65, in such man-
ner as determined appropriate by the Commissioner of
Social Security.

SEC. 12202. DENIAL OF SSI BENEFITS FOR 10 YEARS TO INDIVIDUALS
FOUND TO HAVE FRAUDULENTLY MISREPRESENTED
RESIDENCE IN ORDER TO OBTAIN BENEFITS SIMULTA-
NEOUSLY IN 2 OR MORE STATES.

(a) IN GENERAL.—Section 1614(a) (42 U.S.C. 1382c(a)) is
amended by adding at the end the following new paragraph:
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"(5) An individual shall not be considered an eligible individual
for the purposes of this title during the 10-year period that begins
on the date the individual is convicted in Federal or State court
of having made a fraudulent statement or representation with
respect to the place of residence of the individual in order to
receive assistance simultaneously from 2 or more States under
programs that are funded under title IV, title XXI, or the Food
Stamp Act of 1977, or benefits in 2 or more States under the
supplemental security income program under this title.'.

(b) EFFECTIVE DATE.—The amendment made by this section
shall take effect on the date of the enactment of this Act.

SEC. 12203. DENIAL OF SSI BENEFITS FOR FUGITIVE FELONS AND
PROBATION AND PAROLE VIOLATORS.

(a) IN GENERAL.—Section 1611(e) (42 U.S.C. 1382(e)), as
amended by section 12201(d)(1), is amended by inserting after para-
graph (2) the following new paragraph:

"(3) A person shall not be considered an eligible individual
or eligible spouse for purposes of this title with respect to any
month if during such month the person is—

"(A) fleeing to avoid prosecution, or custody or confinement
after conviction, under the laws of the place from which the
person flees, for a crime, or an attempt to commit a crime,
which is a felony under the laws of the place from which
the person flees, or which, in the case of the State of New
Jersey, is a high misdemeanor under the laws of such State;
or

"(B) violating a condition of probation or parole imposed
under Federal or State law.".
(b) EXCHANGE OF INFORMATION WITH LAW ENFORCEMENT AGEN-

CIES.—Section 1611(e) (42 U.S.C. 1382(e)), as amended by section
12201(d)(1) and subsection (a), is amended by inserting after para-
graph (3) the following new paragraph:

"(4) Notwithstanding any other provision of law, the Commis-
sioner shall furnish any Federal, State, or local law enforcement
officer, upon the request of the officer, with the current address,
Social Security number, and photograph (if applicable) of any recipi-
ent of benefits under this title, if the officer furnishes the Commis-
sioner with the name of the recipient and notifies the Commissioner
that—

"(A) the recipient—
'(i) is described in subparagraph (A) or (B) of para-

graph (3); or
"(ii) has information that is necessary for the officer

to conduct the officer's official duties; and
"(B) the location or apprehension of the recipient is within

the officer's official duties.".
(c) EFFECTIVE DATE.—The amendments made by this section

shall take effect on the date of the enactment of this Act.

CHAPTER 2—BENEFITS FOR DISABLED CHILDREN

SEC. 12211. DEFINITION AND ELIGIBILITY RULES.

(a) DEFINITION OF CHILDHOOD DISABILITy.—Section 1614(a)(3)
(42 U.S.C. 1382c(a)(3)), as amended by section 7251(a), is
amended—
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(1) in subparagraph (A), by striking "An individual" and
inserting "Except as provided in subparagraph (C), an individ-
ual";

(2) in subparagraph (A), by striking "(or, in the case of
an individual under the age of 18, if he suffers from any
medically determinable physical or mental impairment of com-
parable severity)";

(3) by redesignating subparagraphs (C) through (I) as sub-
paragraphs (D) through (J), respectively;

(4) by inserting after subparagraph (B) the following new
subparagraph:
"(C) An individual under the age of 18 shall be considered

disabled for the purposes of this title if that individual has a
medically determinable physical or mental impairment, which
results in marked and severe functional limitations, and which
can be expected to result in death or which has lasted or can
be expected to last for a continuous period of not less than 12
months. Notwithstanding the preceding sentence, no individual
under the age of 18 who engages in substantial gainful activity
(determined in accordance with regulations prescribed pursuant
to subparagraph (F)) may be considered to be disabled."; and

(5) in subparagraph (F), as redesignated by paragraph (3),
by striking "(D)" and inserting "(F)".
(b) CHANGES TO CHILDHOOD SSI REGULATIONS.—

(1) MODIFICATION TO MEDICAL CRITERIA FOR EVALUATION
OF MENTAL AND EMOTIONAL DISORDERS.—The Commissioner of
Social Security shall modify sections 112.OOC.2. and
112.02B.2.c.(2) of appendix ito subpart P of part 404 of title
20, Code of Federal Regulations, to eliminate references to
maladaptive behavior in the domain of personallbehavorial
function.

(2) DISCONTINUANCE OF INDIVIDUALIZED FUNCTIONAL
ASSESSMENT—The Commissioner of Social Security shall dis-
continue the individualized functional assessment for children
set forth in sections 416.924d and 416.924e of title 20, Code
of Federal Regulations.
(c) MEDICAL iMPROVEMENT REVIEW STANDARD AS IT APPLIES

TO INDIVIDUALS UNDER THE AGE OF 18.—Section 1614(a)(4) (42
U.S.C. 1382(a)(4)) is amended—

(1) by redesignating subclauses (I) and (II) of clauses (i)
and (ii) of subparagraph (B) as subclauses (aa) and (bb), respec-
tively;

(2) by redesignating clauses (i) and (ii) of subparagraphs
(A) and (B) as subclauses (I) and (II), respectively;

(3) by redesignating subparagraphs (A) through (C) as
clauses (i) through (iii), respectively, and by moving their left
hand margin 2 ems to the right;

(4) by inserting before clause (i) (as redesignated by para-
graph (3)) the following:

"(A) in the case of an individual who is age 18 or
older—";
(5) at the end of subparagraph (A)(iii) (as redesignated

by paragraphs (3) and (4)), by striking the period and inserting

(6) by inserting after and below subparagraph (A)(iii) (as
so redesignated) the following:
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"(B) in the case of an individual who is under the
age of 18—

"(i) substantial evidence which demonstrates that
there has been medical improvement in the individual's
impairment or combination of impairments, and that
such impairment or combination of impairments no
longer results in marked and severe functional limita-
tions; or

"(ii) substantial evidence which demonstrates that,
as determined on the basis of new or improved dia-
nostic techniques or evaluations, the individual s
impairment or combination of impairments, is not as
disabling as it was considered to be at the time of
the most recent prior decision that he or she was
under a disability or continued to be under a disability,
and such impairment or combination of impairments
does not result in marked or severe functional limita-
tions; or";

(7) by redesignating subparagraph (D) as subparagraph
(C) and by inserting in such subparagraph "in the case of
any individual," before "substantial evidence"; and

(8) in the first sentence following subparagraph (C) (as
redesignated by paragraph (7)), by—

(A) inserting "(i)" before "to restore"; and
(B) inserting ", or (ii) in the case of an individual

under the age of 18, to eliminate or improve the individual's
impairment or combination of impairments so that it no
longer results in marked and severe functional limitations"
immediately before the period.

(d) AMOUNT OF BENEFITs.—Section 16 11(b) (42 U.S.C. 1382(b))
is amended by adding at the end the following new paragraph:

"(3)(i) Except with respect to individuals described in clause
(ii), the benefit under this title for an individual described in section
1614(a)(3)(C) shall be payable at a rate equal to 75 percent of
the rate otherwise determined under this subsection.

"(ii) An individual is described in this clause if such individual
is described in section 1614(a) (3) (C), and—

"(I) in the case of such an individual under the age of
6, such individual has a medical impairment that severely
limits the individual's ability to function in a manner appro-
priate to individuals of the same age and who without special
personal assistance would require specialized care outside the
home; or

"(II) in the case of such an individual who has attained
the age of 6, such individual requires personal care assistance
with—

"(aa) at least 2 activities of daily living:
"(bb) continual 24-hour supervision or monitoring to

avoid causing injury or harm to self or others; or
"(cc) the administration of medical treatment; and

who without such assistance would require full-time or part-
time specialized care outside the home.
"(iii)(I) For purposes of clause (ii), the term specialized care'

means medical care beyond routine administration of medication.
"(II) For purposes of clause (ii) (II)—

"(aa) the term personal care assistance' means at least
hands-on and stand-by assistance, supervision, or cueing; and
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"(bb) the term activities of daily living' means eating,
toileting, dressing, bathing, and mobility.".
(e) EFFECTIVE DATES, ETC.—

(1) EFFECTIVE DATES.—
(A) IN GENERAL.—The provisions of, and amendments

made by, subsections (a), (b), and (c) shall apply to
applicants for benefits under title XVI of the Social Security
Act for months beginning on or after the date of the enact-
ment of this Act, without regard to whether regulations
have been issued to implement such provisions and amend-
ments.

(B) ELIGIBILITY RULES.—The amendments made by
subsection (d) shall apply to—

(i) applicants for benefits under title XVI of the
Social Security Act for months beginning on or after
January 1, 1997; and

(ii) with respect to continuing disability reviews
of eligibility for benefits under such title occurring
on or after such date.

(2) APPLICATION TO CURRENT RECIPIENTS.—
(A) ELIGIBILITY DETERMINATIONS.—Not later than 1

year after the date of the enactment of this Act, the
Commissioner of Social Security shall redetermine the eligi-
bility of any individual under age 18 who is receiving
supplemental security income benefits based on a disability
under title XVI of the Social Security Act as of the date
of the enactment of this Act and whose eligibility for such
benefits may terminate by reason of the provisions of,
and amendments made by, subsections (a), (b), and (c).
With respect to any redetermination under this subpara-
graph—

(i) section 1614(a)(4) of the Social Security Act
(42 U.S.C. 1382c(a)(4)) shall not apply;

• (ii) the Commissioner of Social Security shall apply
the eligibility criteria for new applicants for benefits
under title XVI of such Act;

(iii) the Commissioner shall give such redetermina-
tion priority over all continuing eligibility reviews and
other reviews under such title; and

(iv) such redetermination shall be counted as a
review or redetermination otherwise required to be
made under section 208 of the Social Security
Independence and Program Improvements Act of 1994
or any other provision of title XVI of the Social Security
Act.
(B) GRANDFATHER PROVISION.—The provisions of, and

amendments made by, subsections (a), (b), and (c), and
the redetermination under subparagraph (A), shall only
apply with respect to the benefits of an individual described
in subparagraph (A) for months beginning on or after Janu-
ary 1, 1997.

(C) NOTICE.—NOt later than 90 days after the date
of the enactment of this Act, the Commissioner of Social
Security shall notify an individual described in subpara-
graph (A) of the provisions of this paragraph.
(3) REGULATIONS.—The Commissioner of Social Security

shall submit for review to the committees of jurisdiction in
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the Congress any final regulation pertaining to the eligibility
of individuals under age 18 for benefits under title XVI of
the Social Security Act at least 45 days before the effective
date of such regulation. The submission under this paragraph
shall include supporting documentation providing a cost analy-
sis, workload impact, and projections as to how the regulation
will effect the future number of recipients under such title.

(4) APPROPRIATIONS.—
(A) IN GENERAL—Out of any money in the Treasury

not otherwise appropriated, there are authorized to be
appropriated and are hereby appropriated, to remain avail-
able without fiscal year limitation, $200,000,000 for fiscal
year 1996, $75,000,000 for fiscal year 1997, and
$25,000,000 for fiscal year 1998, for the Commissioner
of Social Security to utilize only for continuing disability
reviews and redeterminations under title XVI of the Social
Security Act, with reviews and redeterminations for
individuals affected by the provisions of subsection (b) given
highest priority.

(B) ADDITIONAL FUNDS.—Amounts appropriated under
subparagraph (A) shall be in addition to any funds other-
wise appropriated for continuing disability reviews and
redeterminations under title XVI of the Social Security
Act.

SEC. 12212. ELIGIBILITY REDETERMINATIONS AND CONTINUING
DISABILITY REVIEWS.

(a) CONTINUING DISABILITY REVIEWS RELATING TO CERTAIN
CHILDREN.—Section 1614(a) (3) (H) (42 U.S.C. 1 382c(a) (3) (H)), as
redesignated by section 12211(a) (3), is amended—

(1) by inserting "(i)" after "(H)"; and
(2) by adding at the end the following new clause:

"(ii) (I) Not less frequently than once every 3 years, the Commis-
sioner shall review in accordance with paragraph (4) the continued
eligibility for benefits under this title of each individual who has
not attained 18 years of age and is eligible for such benefits by
reason of an impairment (or combination of impairments) which
may improve (or, at the option of the Commissioner, which is
unlikely to improve).

"(II) A representative payee of a recipient whose case is
reviewed under this clause shall present, at the time of review,
evidence demonstrating that the recipient is, and has been, receiv-
ing treatment, to the extent considered medically necessary and
available, of the condition which was the basis for providing benefits
under this title.

"(III) If the representative payee refuses to comply without
good cause with the requirements of subclause (II), the Commis-
sioner of Social Security shall, if the Commissioner determines
it is in the best interest of the individual, promptly terminate
payment of benefits to the representative payee, and provide for
payment of benefits to an alternative representative payee of the
individual or, if the interest of the individual under this title would
be served thereby, to the individual.

"(IV) Subclause (III) shall not apply to the representative payee
of any individual with respect to whom the Commissioner deter-
mines such application would be inappropriate or unnecessary.
In making such determination, the Commissioner shall take into
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consideration the nature of the individual's impairment (or combina-
tion of impairments). Section 1631(c) shall not apply to a finding
by the Commissioner that the requirements of subclause (II) should
not apply to an individual's representative payee.".

(b) DISABILrrY ELIGIBILITY REDETERMINATIONS REQUIRED FOR
SSI RECIPIENTS WHO ArrAIN 18 YEARS OF AGE.—

(1) IN GENERAL.—Section 1614(a)(3)(H) (42 U.S.C.
1382c(a)(3)(H)), as amended by subsection (a), is amended by
adding at the end the following new clause:
"(iii) If an individual is eligible for benefits under this title

by reason of disability for the month preceding the month in which
the individual attains the age of 18 years, the Commissioner shall
redetermine such eligibility—

"(I) during the 1-year period beginning on the individual's
18th birthday; and

"(II) by applying the criteria used in determining the initial
eligibility for applicants who are age 18 or older.

With respect to a redetermination under this clause, paragraph
(4) shall not apply and such redetermination shall be considered
a substitute for a review or redetermination otherwise required
under any other provision of this subparagraph during that 1-
year period.".

(2) CONFORMING REPEAL.—Section 207 of the Social Secu-
rity Independence and Program Improvements Act of 1994 (42
U.S.C. 1382 note; 108 Stat. 1516) is hereby repealed.
(c) CONTINUING DISABILITY REVIEW REQUIRED FOR Low BIRTH

WEIGHT BABIES.—Section 1614(a) (3)(H) (42 U.S.C. 1 382c(a) (3) (H)),
as amended by subsections (a) and (b), is amended by adding
at the end the following new clause:

"(iv)(I) Not later than 12 months after the birth of an individual,
the Commissioner shall review in accordance with paragraph (4)
the continuing eligibility for benefits under this title by reason
of disability of such individual whose low birth weight is a contribut-
ing factor material to the Commissioner's determination that the
individual is disabled.

"(H) A review under subclause (I) shall be considered a sub-
stitute for a review otherwise required under any other provision
of this subparagraph during that 12-month period.

"(III) A representative payee of a recipient whose case is
reviewed under this clause shall present, at the time of review,
evidence demonstrating that the recipient is, and has been, receiv-
ing treatment, to the extent considered medically necessary and
available, of the condition which was the basis for providing benefits
under this title.

"(IV) If the representative payee refuses to comply without
good cause with the requirements of subclause (III), the Commis-
sioner of Social Security shall, if the Commissioner determines
it is in the best interest of the individual, promptly terminate
payment of benefits to the representative payee, and provide for
payment of benefits to an alternative representative payee of the
individual or, if the interest of the individual under this title would
be served thereby, to the individual.

"(V) Subclause (III) shall not apply to the representative payee
of any individual with respect to whom the Commissioner deter-
mines such application would be inappropriate or unnecessary.
In making such determination, the Commissioner shall take into
consideration the nature of the individual's impairment (or combina-
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tion of impairments). Section 1631(c) shall not apply to a finding
by the Commissioner that the requirements of subclause (III) should
not apply to an individual's representative payee.".

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to benefits for months beginning on or after the date
of the enactment of this Act, without regard to whether regulations
have been issued to implement such amendments.

SEC. 12213. ADDITIONAL ACCOUNTABILITY REQUIREMENTS.

(a) DISPOSAL OF RESOURCES FOR LESS THAN FAIR MARKET
VALUE.—

(1) IN GENERAL.—Section 16 13(c) (42 U.S.C. 1382b(c)) is
amended to read as follows:
'(c) DISPOSAL OF RESOURCES FOR LESS THAN FAIR MARKET

VALUE.—(1)(A)(i) If an individual who has not attained 18 years
of age (or any person acting on such individual's behalf) disposes
of resources of the individual for less than fair market value on
or after the look-back date specified in clause (ii)(I), the individual
is ineligible for benefits under this title for months during the
period beginning on the date specified in clause (iii) and equal
to the number of months specified in clause (iv).

"(ii)(I) The look-back date specified in this subclause is a date
that is 36 months before the date specified in subclause (II).

"(II) The date specified in this subclause is the date on which
the individual applies for benefits under this title or, if later,
the date on which the disposal of the individual's resources for
less than fair market value occurs.

"(iii) The date specified in this clause is the first day of the
first month that follows the month in which the individual's
resources were disposed of for less than fair market value and
that does not occur in any other period of ineligibility under this
paragraph.

'(iv) The number of months of ineligibility under this clause
for an individual shall be equal to—

"(I) the total, cumulative uncompensated value of all the
individual's resources so disposed of on or after the look-back
date specified in clause (ii)(I), divided by

"(II) the amount of the maximum monthly benefit payable
under section 1611(b) to an eligible individual for the month
in which the date specified in clause (ii)(II) occurs.
'(B) An individual shall not be ineligible for benefits under

this title by reason of subparagraph (A) if the Commissioner deter-
mines that—

'(i) the individual intended to dispose of the resources
at fair market value;

"(ii) the resources were transferred exclusively for a pur-
pose other than to qualify for benefits under this title;

"(iii) all resources transferred for less than fair market
value have been returned to the individual; or

"(iv) the denial of eligibility would work an undue hardship
on the individual (as determined on the basis of criteria estab-
lished by the Commissioner in regulations).
"(C) For purposes of this paragraph, in the case of a resource

held by an individual in common with another person or persons
in a joint tenancy, tenancy in common, or similar arrangement,
the resource (or the affected portion of such resource) shall be
considered to be disposed of by such individual when any action
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is taken, either by such individual or by any other person, that
reduces or eliminates such individual's ownership or control of
such resource.

"(D) (i) Notwithstanding subparagraph (A), this subsection shall
not apply to a transfer of a resource to a trust if the portion
of the trust attributable to such resource is considered a resource
available to the individual pursuant to subsection (e) (3) (or would
be so considered, but for the application of subsection (e)(4)).

"(ii) In the case of a trust established by an individual (within
the meaning of paragraph (2)(A) of subsection (e)), if from such
portion of the trust (if any) that is considered a resource available
to the individual pursuant to paragraph (3) of such subsection
(or would be so considered but for the application of paragraph
(2) of such subsection) or the residue of such portion upon the
termination of the trust—

"(I) there is made a payment other than to or for the
benefit of the individual, or

(II) no payment could under any circumstance be made
to the individual,

then the payment described in subclause (I) or the foreclosure
of payment described in subclause (II) shall be considered a disposal
of resources by the individual subject to this subsection, as of
the date of such payment or foreclosure, respectively.

"(2)(A) At the time an individual (and the individual's eligible
spouse, if any) applies for benefits under this title, and at the
time the eligibility of an individual (and such spouse, if any) for
such benefits is redetermined, the Commissioner of Social Security
shall—

"(i) inform such individual of the provisions of paragraph
(1) providing for a period of ineligibility for benefits under
this title for individuals who make certain dispositions of
resources for less than fair market value, and inform such
individual that information obtained pursuant to clause (ii)
will be made available to the State agency administering a
State plan under title XXI (as provided in subparagraph (B));
and

"(ii) obtain from such individual information which may
be used in determining whether or not a period of ineligibility
for such benefits would be required by reason of paragraph

"(B) The Commissioner of Social Security shall make the
information obtained under subparagraph (A) (ii) available, on
request, to any State agency administering a State plan approved
under title XXI.

"(3) For purposes of this subsection—
"(A) the term 'trust' includes any legal instrument or device

that is similar to a trust; and
(B) the term 'benefits under this title' includes supple-

mentary payments pursuant to an agreement for Federal
administration under section 1616(a), and payments pursuant
to an agreement entered into under section 2 12(b) of Public
Law 93—66.".

(2) EFFECTIVE DATE.—The amendment made by this sub-
section shall be effective with respect to transfers of resources
for less than fair market value that occur at least 90 days
after the date of the enactment of this Act.
(b) TREATMENT OF ASSETS HELD IN TRUST.—
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(1) TREATMENT AS RESOURCE—Section 1613 (42 U.s.c.
1382) is amended by adding at the end the following new
subsection:

"TRUSTS

"(e)(1) In determining the resources of an individual who has
not attained 18 years of age, the provisions of paragraph (3) shall
apply to a trust established by such individual.

"(2)(A) For purposes of this subsection, an individual shall
be considered to have established a trust if any assets of the
individual were transferred to the trust.

"(B) In the case of an irrevocable trust to which the assets
of an individual and the assets of any other person or persons
were transferred, the provisions of this subsection shall apply to
the portion of the trust attributable to the assets of the individual.

"(C) This subsection shall apply without regard to—
"(i) the purposes for which the trust is established;
"(ii) whether the trustees have or exercise any discretion

under the trust:
"(iii) any restrictions on when or whether distributions

may be made from the trust; oir
"(iv) any restrictions on the use of distributions from the

trust.
"(3) (A) In the case of a revocable trust, the corpus of the

trust shall be considered a resource available to the individual.
"(B) In the case of an irrevocable trust, if there are any cir-

cumstances under which payment from the trust could be made
to or for the benefit of the individual, the portion of the corpus
from which payment to or for the benefit of the individual could
be made shall be considered a resource available to the individual.

"(4) The commissioner may waive the application of this sub-
section with respect to any individual if the Commissioner deter-
mines, on the basis of criteria prescribed in regulations, that such
application would work an undue hardship on such individual.

"(5) For purposes of this subsection—
"(A) the term trust' includes any legal instrument or device

that is similar to a trust;
"(B) the term 'corpus' means all property and other

interests held by the trust, including accumulated earnings
and any other addition to such trust after its establishment
(except that such term does not include any such earnings
or addition in the month in which such earnings or addition
is credited or otherwise transferred to the trust);

"(C) the term asset' includes any income or resource of
the individual, including—

"(i) any income otherwise excluded by section 16 12(b);
"(ii) any resource otherwise excluded by this section;

and
"(iii) any other payment or property that the individual

is entitled to but does not receive or have access to because
of action by—

"(I) such individual;
"(II) a person or entity (including a court) with

legal authority to act in place of, or on behalf of,
such individual; or
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"(Ill) a person or entity (including a court) acting
at the direction of, or upon the request of, such individ-
ual; and

"(D) the term 'benefits under this title' includes supple-
mentary payments pursuant to an agreement for Federal
administration under section 1616(a), and payments pursuant
to an agreement entered into under section 2 12(b) of Public
Law 93—66.".

(2) TREATMENT AS INCOME—Section 1612(a)(2) (42 U.S.C.
1382a(a)(2)) is amended—

(A) by striking "and" at the end of subparagraph (E);
(B) by striking the period at the end of subparagraph

(F) and inserting "; and"; and
(C) by adding at the end the following new subpara-

graph:
"(C) any earnings of, and additions to, the corpus of

a trust (as defined in section 1613(0) established by an
individual (within the meaning of paragraph (2)(A) of sec-
tion 16 13(e)) and of which such individual is a beneficiary
(other than a trust to which paragraph (4) of such section
applies); except that in the case of an irrevocable trust,
there shall exist circumstances under which payment from
such earnings or additions could be made to, or for the
benefit of, such individual.".
(3) EFFECTIVE DATE.—The amendments made by this sub-

section shall take effect on January 1, 1996, and shall apply
to trusts established on or after such date.
(c) REQUIREMENT To ESTABLISH ACCOUNT.—

(1) IN GENERAL.—Section 1631(a)(2) (42 U.S.C. 1383(a)(2))
is amended—

(A) by redesignating subparagraphs (F) and (C) as
subparagraphs (C) and (H), respectively; and

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

"(F)(i)(I) Each representative payee of an eligible individual
under the age of 18 who is eligible for the payment of benefits
described in subclause (II) shall establish on behalf of such individ-
ual an account in a financial institution into which such benefits
shall be paid, and shall thereafter maintain such account for use
in accordance with clause (ii).

"(II) Benefits described in this subclause are past-due monthly
benefits under this title (which, for purposes of this subclause,
include State supplementary payments made by the Commissioner
pursuant to an agreement under section 1616 or section 2 12(b)
of Public Law 93—66) in an amount (after any withholding by
the Commissioner for reimbursement to a State for interim assist-
ance under subsection (g)) that exceeds the product of—

"(aa) 6, and
"(bb) the maximum monthly benefit payable under this

title to an eligible individual.
"(ii)(I) A representative payee may use funds in the account

established under clause (i) to pay for allowable expenses described
in subclause (II).

"(II) An allowable expense described in this subclause is an
expense for—

"(aa) education or job skills training;
"(bb) personal needs assistance;
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"(cc) special equipment;
"(dd) housing modification;
"(ee) medical treatment;
"(ff) therapy or rehabilitation; or
"(gg) any other item or service that the Commissioner

determines to be appropriate;
provided that such expense benefits such individual and, in the
case of an expense described in division (cc), (dd), (ff), or (gg),
is related to the impairment (or combination of impairments) of
such individual.

"(III) The use of funds from an account established under
clause (i) in any manner not authorized by this clause—

"(aa) by a representative payee shall constitute misuse
of benefits for all purposes of this paragraph, and any represent-
ative payee who knowingly misuses benefits from such an
account shall be liable to t.he Commissioner in an amount
equal to the total amount of such misused benefits; and

"(bb) by an eligible individual who is his or her own rep-
resentative payee shall be considered an overpayment subject
to recovery under subsection (b).
"(IV) This clause shall continue to apply to funds in the account

after the child has reached age 18, regardless of whether benefits
are paid directly to the beneficiary or through a representative
payee.

"(iii) The representative payee may deposit into the account
established pursuant to clause (i)—

"(I) past-due benefits payable to the eligible individual
in an amount less than that specified in clause (i)(II), and

"(H) any other funds representing an underpayment under
this title to such individual, provided that the amount of such
underpayment is equal to or exceeds the maximum monthly
benefit payable under this title to an eligible individual.
"(iv) The Commissioner of Social Security shall establish a

system for accountability monitoring whereby such representative
payee shall report, at such time and in such manner as the Commis-
sioner shall require, on activity respecting funds in the account
established pursuant to clause (i).".

(2) ExcLusioN FROM RESOURCES.—Section 1613(a) (42
U.S.C. 1382b(a)) is amended—

(A) in paragraph (9), by striking": and" and inserting
a semicolon;

(B) in the first paragraph (10), by striking the period
and inserting a semicolon;

(C) by redesignating the second paragraph (10) as para-
graph (11), and by striking the period and inserting
and"; and

(D) by adding at the end the following;
"(12) the assets and accrued interest or other earnings

of any account established and maintained in accordance with
section 1631(a) (2) (F)

(3) ExcLusioN FROM INCOME.—Section 1612(b) (42 U.S.C.
1382a(b)) is amended—

(A) by striking "and" at the end of paragraph (19);
(B) by striking the period at the end of paragraph

(20) and inserting"; and"; and
(C) by adding at the end the following new paragraph:
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"(21) the interest or other earnings on any account estab-
lished and maintained in accordance with section
1631(a) (2) (F)

(4) EFFECTIVE DATE.—The amendments made by this sub-
section shall apply to payments made after the date of the
enactment of this Act.

SEC. 12214. REDUCTION IN CASH BENEFITS PAYABLE TO INSTITU-
TIONALIZED INDIVIDUALS WHOSE MEDICAL COSTS ARE
COVERED BY PRIVATE INSURANCE.

(a) IN GENERAL.—Section 1611 (e)(1) (B) (42 U.S.C. 1382(e) (1) (B))
is amended—

(1) by striking "title XIX, or" and inserting "title XIX,";
and

(2) by inserting "or, in the case of an eligible individual
under the age of 18 receiving payments (with respect to such
individual) under any health insurance policy issued by a pri-
vate provider of such insurance" after "section 1614(f)(2)(B),".
(b) EFFECTIVE DATE.—The amendment made by this section

shall apply to benefits for months beginning 90 or more days
after the date of the enactment of this Act, without regard to
whether regulations have been issued to implement such amend-
ments.
SEC. 12215. REGULATIONS.

Within 3 months after the date of the enactment of this Act,
the Commissioner of Social Security shall prescribe such regulations
as may be necessary to implement the amendments made by sec-
tions 12211, 12212, 12213, and 12214.

Subtitle C—Child Support
SEC. 12300. REFERENCE TO SOCIAL SECURITY ACT.

Except as otherwise specifically provided, whereever in this
subtitle an amendment is expressed in terms of an amendment
to or repeal of a section or other provision, the reference shall
be considered to be made to that section or other provision of
the Social Security Act.

CHAPTER 1—ELIGIBILITY FOR SERVICES;
DISTRIBUTION OF PAYMENTS

SEC. 12301. STATE OBLIGATION TO PROVIDE CHILD SUPPORT
ENFORCEMENT SERVICES.

(a) STATE PLAN REQUIREMENTS.—SectiOn 454 (42 U.S.C. 654)
is amended—

(1) by striking paragraph (4) and inserting the following
new paragraph:

"(4) provide that the State will—
"(A) provide services relating to the establishment of

paternity or the establishment, modification, or enforce-
ment of child support obligations, as appropriate, under
the plan with respect to—

"(i) each child for whom (I) assistance is provided
under the State program funded under part A of this
title, (II) benefits or services for foster care mainte-
nance and adoption assistance are provided under the
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State program funded under part B of this title, or
(III) medical assistance is provided under the State
plan approved under title XXI, unless the State agency
administering the plan determines (in accordance with
paragraph (29)) that it is against the best interests
of the child to do so; and

"(ii) any other child, if an individual applies for
such services with respect to the child: and
"(B) enforce any support obligation established with

respect to—
"(i) a child with respect to whom the State provides

services under the plan; or
"(ii) the custodial parent of such a child.": and

(2) in paragraph (6)—
(A) by striking "provide that" and inserting 'provide

that—";
(B) by striking subparagraph (A) and inserting the

following new subparagraph:
"(A) services under the plan shall be made available

to residents of other States on the same terms as to resi-
dents of the State submitting the plan;";

(C) in subparagraph (B), by inserting "on individuals
not receiving assistance under any State program funded
under part A" after "such services shall be imposed";

(D) in each of subparagraphs (B), (C), (D), and (F)—
(i) by indenting the subparagraph in the same

manner as, and aligning the left margin of the subpara-
graph with the left margin of, the matter inserted
by subparagraph (B) of this paragraph: and

(ii) by striking the final comma and inserting a
semicolon: and
(F) in subparagraph (F), by indenting each of clauses

(i) and (ii) 2 additional ems.
(b) CONTINUATION OF SERVICES FOR FAMILIES CEASING To

RECEIVE ASSISTANCE UNDER THE STATE PROGRAM FUNDED UNDER
PART A—Section 454 (42 U.SC. 654) is amended—

(1) by striking "and" at the end of paragraph (23);
(2) by striking the period at the end of paragraph (24)

and inserting "; and"; and
(3) by adding after paragraph (24) the following new para-

graph:
"(25) provide that if a family with respect to which services

are provided under the plan ceases to receive assistance under
the State program funded under part A, the State shall provide
appropriate notice to the family and continue to provide such
services, subject to the same conditions and on the same basis
as in the case of other individuals to whom services are fur-
nished under the plan, except that an application or other
request to continue services shall not be required of such a
family and paragraph (6)(B) shall not apply to the family.".
(c) CONFORMING AMENDMENTS.—

(1) Section 452(b) (42 U.S.C. 652(b)) is amended by striking
"454(6)" and inserting "454(4)".

(2) Section 452(g)(2)(A) (42 U.S.C. 652(g)(2)(A)) is amended
by striking "454(6)" each place it appears and inserting
"454(4) (A) (ii)".
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(3) Section 466(a)(3)(B) (42 U.S.C. 666(a)(3)(B)) is amended
by striking 'in the case of overdue support which a State
has agreed to collect under section 4 54(6)" and inserting "in
any other case".

(4) Section 466(e) (42 U.S.C. 666(e)) is amended by striking
"paragraph (4) or (6) of section 454" and inserting "section
454(4)".

SEC. 12302. DISTRIBUTION OF CHILD SUPPORT COLLECTIONS.

(a) IN GENERAL.—Section 457 (42 U.S.C. 657) is amended to
read as follows:
"SEC. 457. DISTRIBUTION OF COLLECTED SUPPORT.

"(a) IN GENERAL.—An amount collected on behalf of a family
as support by a State pursuant to a plan approved under this
part shall be distributed as follows:

"(1) FAMILIES RECEIVING ASSISTANCE.—In the case of a
family receiving assistance from the State, the State shall—

"(A) retain, or distribute to the family, the State share
of the amount so collected; and

"(B) pay to the Federal Government the Federal share
of the amount so collected.
"(2) FAMILIES THAT FORMERLY RECEIVED ASSISTANCE.—In

the case of a family that formerly received assistance from
the State:

"(A) CURRENT SUPPORT PAYMENTS.—To the extent that
the amount so collected does not exceed the amount
required to be paid to the family for the month in which
collected, the State shall distribute the amount so collected
to the family.

"(B) PAYMENTS OF ARREARAGES.—To the extent that
the amount so collected exceeds the amount required to
be paid to the family for the month in which collected,
the State shall distribute the amount so collected as follows:

'(i) DISTRIBUTION OF ARREARAGES THAT ACCRUED
AFTER THE FAMILY CEASED TO RECEIVE ASSISTANCE.—

"(I) PRE-OCTOBER 1997.—The provisions of this
section (other than subsection (b)(1)) as in effect
on the day before the date of the enactment of
section 12302 of the Personal Responsibility and
Work Opportunity Act of 1995 shall apply with
respect to the distribution of support arrearages
that—

'(aa) accrued after the family ceased to
receive assistance, and

"(bb) are collected before October 1, 1997.
"(II) POST-SEPTEMBER 1997.—With respect to

amounts collected on or after October 1, 1997—
"(aa) IN GENERAL.—The State shall

distribute any amount collected (other than
amounts described in clause (iv)) to the family
to the extent necessary to satisfy any support
arrearages with respect to the family that
accrued after the family ceased to receive
assistance from the State.

"(bb) REIMBURSEMENT OF GOVERNMENTS
FOR ASSISTANCE PROVIDED TO THE FAMILY.—
To the extent that division (aa) does not apply
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to the amount, the State shall retain the State
share of the amount so collected, and pay to
the Federal Government the Federal share (as
defined in subsection (c)(2)(A)) of the amount
so collected, to the extent necessary to
reimburse amounts paid to the family as
assistance by the State.

"(cc) DISTRIBUTION OF THE REMAINDER TO
THE FAMILY.—To the extent that neither divi-
sion (aa) nor division (bb) applies to the
amount so collected, the State shall distribute
the amount to the family.

"(ii) DISTRIBUTION OF ARREARAGES THAT ACCRUED
BEFORE THE FAMILY RECEIVED ASSISTANCE.—

"(I) PRE-OCTOBER 2000.—The provisions of this
section (other than subsection (b)(1)) as in effect
on the day before the date of the enactment of
section 12302 of the Personal Responsibility and
Work Opportunity Act of 1995 shall apply with
respect to the distribution of support arrearages
that—

"(aa) accrued before the family received
assistance, and

"(bb) are collected before October 1, 2000.
"(II) POST-SEPTEMBER 2000.—Unless based on

the report required by paragraph (4), the Congress
determines otherwise, with respect to amounts col-
lected on or after October 1, 2000—

"(aa) IN GENERAL.—The State shall first
distribute any amount collected (other than
amounts described in clause (iv)) to the family
to the extent necessary to satisfy any support
arrears with respect to the family that accrued
before the family received assistance from the
State.

"(bb) REIMBURSEMENT OF GOVERNMENTS
FOR ASSISTANCE PROVIDED TO THE FAMILY.—
The State shall retain the State share of the
amounts so collected in excess of those distrib-
uted pursuant to division (aa) and pay to the
Federal Government the Federal share (as
defined in subsection (c)(2)) of the amount so
collected, to the extent necessary to reimburse
all or part of the amounts paid to the family
as assistance by the State.

"(cc) DISTRIBUTION OF THE REMAINDER TO
THE FAMILY.—To the extent that neither divi-
sion (aa) nor division (bb) applies to the
amount so collected, the State shall distribute
the amount to the family.

"(iii) DISTRIBUTION OF ARREARAGES THAT ACCRUED
WHILE THE FAMILY RECEIVED ASSISTANCE.—In the case
of a family described in this subparagraph, the provi-
sions of paragraph (1) shall apply with respect to the
distribution of support arrearages that accrued while
the family received assistance.
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"(iv) AMOUNTS COLLECTED PURSUANT TO SECTION
464.—Notwithstanding any other provision of this sec-
tion, any amount of support collected pursuant to sec-
tion 464 shall be retained by the State to the extent
necessary to reimburse amounts paid to the family
as assistance by the State. The State shall pay to
the Federal Government the Federal share of the
amounts so retained. To the extent the amount col-
lected pursuant to section 464 exceeds the amount
so retained, the State shall distribute the excess to
the family.

"(v) ORDERING RULES FOR DISTRTBUTIONS.—For
purposes of this subparagraph, the State shall treat
any support arrearages collected as accruing in the
following order:

"(I) to the period after the family ceased to
receive assistance;

"(II) to the period before the family received
assistance; and

"(III) to the period while the family was receiv-
ing assistance.

"(3) FAMILIES THAT NEVER RECEIVED ASSISTANCE.—In the
case of any other family, the State shall distribute the amount
so collected to the family.

"(4) STUDY AND REPORT.—Not later than October 1, 1998,
the Secretary shall report to the Congress the Secretary's find-
ings with respect to—

"(A) whether the distribution of post-assistance arrear-
ages to families has been effective in moving people off
of welfare and keeping them off of welfare;

"(B) whether early implementation of a pre-assistance
arrearage program by some States has been effective in
moving people off of welfare and keeping them off of wel-
fare;

"(C) what the overall impact has been of the amend-
ments made by the Personal Responsibility and Work
Opportunity Act of 1995 with respect to child support
enforcement in moving people off of welfare and keeping
them off of welfare; and

"(D) based on the information and data the Secretary
has obtained, what changes, if any, should be made in
the policies related to the distribution of child support
arrearages.

"(b) CONTINUATION OF ASSIGNMENTS.—Any rights to support
obligations, which were assigned to a State as a condition of receiv-
ing assistance from the State under part A and which were in
effect on the day before the date of the enactment of the Personal
Responsibility and Work Opportunity Act of 1995, shall remain
assigned after such date.

'(c) DEFINITIONS.—As used in subsection (a):
(1) ASSISTANCE.—The term assistance from the State'

means—
(A) assistance under the State program funded under

part A or under the State plan approved under part A
of this title (as in effect on the day before the date of
the enactment of the Personal Responsibility and Work
Opportunity Act of 1995); or
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"(B) benefits under the State plan approved under
part E of this title (as in effect on the day before the
date of the enactment of the Personal Responsibility and
Work Opportunity Act of 1995).
"(2) FEDERAL SHARE—The term 'Federal share' means—

"(A) if the amounts collected and retained by the State
(to the extent necessary to reimburse amounts paid to
families as assistance by the State) are equal to or greater
than such amounts collected in fiscal year 1995 (reduced
by amounts not retained by the State in fiscal year 1995
as a result of the application of subsection (b)(1) of this
section as in effect on the day before the date of the
enactment of the Personal Responsibility and Work Oppor.-
tunity Act of 1995), the highest Federal medical assistance
percentage in effect for the State in fiscal year 1995 or
any succeeding year of the amount so collected; or

"(B) if the amounts so collected and retained by the
State are less than such amounts collected in fiscal year
1995 (reduced by amounts not retained by the State in
fiscal year 1995 as a result of the application of subsection
(b)(1) of this section as in effect on the day before the
date of the enactment of the Personal Responsibility and
Work Opportunity Act of 1995), the amounts so collected
and retained less the State share in fiscal year 1995.
"(3) FEDERAL MEDIGAL ASSISTANCE PERCENTAGE.—The term

'Federal medical assistance percentage' means—
"(A) the Federal medical assistance percentage (as

defined in section 1118), in the case of Puerto Rico, the
Virgin Islands, Guam, and American Samoa; or

"(B) the Federal medical assistance percentage (as
defined in section 2122(c)) in the case of any other State.
"(4) STATE SHARE—The term State share' means 100 per-

cent minus the Federal share.
"(d) CONTINUATION OF SERVICES FOR FAMILIES CEASING To

RECEIVE ASSISTANCE UNDER THE STATE PROGRAM FUNDED UNDER
PART A.—When a family with respect to which services are provided
under a State plan approved under this part ceases to receive
assistance under the State program funded under part A, the State
shall provide appropriate notice to the family and continue to pro-
vide such services, subject to the same conditions and on the same
basis as in the case of individuals to whom services are furnished
under section 454, except that an application or other request
to continue services shall not be required of such a family and
section 454(6) (B) shall not apply to the family.".

(b) CONFORMING AMENDMENT.—SectiOn 464(a)(1) (42 U.S.C.
664(a)(1)) is amended by striking "section 457(b)(4) or (d)(3)" and
inserting "section 457".

(c) EFFECTIVE DATE.—The amendments made by this section
shall be effective on October 1, 1996, or earlier at the State's
option.

SEC. 12303. PRIVACY SAFEGUARDS.

(a) STATE PLAN REQUIREMENL—SectiOn 454 (42 U.S.C. 654),
as amended by section 12301(b) of this Act, is amended—

(1) by striking "and" at the end of paragraph (24);
(2) by striking the period at the end of paragraph (25)

and inserting"; and"; and
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(3) by adding after paragraph (25) the following new para-
graph:

"(26) will have in effect safeguards, applicable to all con-
fidential information handled by the State agency, that are
designed to protect the privacy rights of the parties, including—

"(A) safeguards against unauthorized use or disclosure
of information relating to proceedings or actions to establish
paternity, or to establish or enforce support;

"(B) prohibitions against the release of information
on the whereabouts of 1 party to another party against
whom a protective order with respect to the former party
has been entered; and

"(C) prohibitions against the release of information
on the whereabouts of 1 party to another party if the
State has reason to believe that the release of the informa-
tion may result in physical or emotional harm to the former
party.".

(b) EFFECTIVE DATE.—The amendment made by subsection (a)
shall become effective on October 1, 1997.

CHAPTER 2—LOCATE AND CASE TRACKING

SEC. 12311. STATE CASE REGISTRY.

Section 454A, as added by section 12344(a)(2) of this Act, is
amended by adding at the end the following new subsections:

"(e) STATE CASE REGISTRY.—
"(1) CONTENTS.—The automated system required by this

section shall include a registry (which shall be known as the
'State case registry') that contains records with respect to—

"(A) each case in which services are being provided
by the State agency under the State plan approved under
this part; and

"(B) each support order established or modified in the
State on or after October 1, 1998.
"(2) LINKING OF LOCAL REGISTRIES.—The State case registry

may be established by linking local case registries of support
orders through an automated information network, subject to
this section.

"(3) USE OF STANDARDIZED DATA ELEMENTS.—Such records
shall use standardized data elements for both parents (such
as names, social security numbers and other uniform identifica-
tion numbers, dates of birth, and case identification numbers),
and contain such other information (such as on-case status)
as the Secretary may require.

"(4) PAYMENT RECORDS.—Each case record in the State
case registry with respect to which services are being provided
under the State plan approved under this part and with respect
to which a support order has been established shall include
a record of—

"(A) the amount of monthly (or other periodic) support
owed under the order, and other amounts (including arrear-
ages, interest or late payment penalties, and fees) due
or overdue under the order;

"(B) any amount described in subparagraph (A) that
has been collected;

"(C) the distribution of such collected amounts;



H. R. 2491—768

"(D) the birth date of any child for whom the order
requires the provision of support: and

"(E) the amount of any lien imposed with respect to
the order pursuant to section 466 (a) (4).
"(5) UPDATING AND MONITORING.—The State agency operat-

ing the automated system required by this section shall
promptly establish and maintain, and regularly monitor, case
records in the State case registry with respect to which services
are being provided under the State plan approved under this
part, on the basis of—

"(A) information on administrative actions and
administrative and judicial proceedings and orders relating
to paternity and support;

"(B) information obtained from comparison with Fed-
eral, State, or local sources of information:

"(C) information on support collections and distribu-
tions: and

"(D) any other relevant information.
"(t) INFORMATION COMPARISONS AND OTHER DISCLOSURES OF

INFORMATION.—The State shall use the automated system required
by this section to extract information from (at such times, and
in such standardized format or formats, as may be required by
the Secretary), to share and compare information with, and to
receive information from, other data bases and information compari-
son services, in order to obtain (or provide) information necessary
to enable the State agency (or the Secretary or other State or
Federal agencies) to carry out this part, subject to section 6103
of the Internal Revenue Code of 1986. Such information comparison
activities shall include the following:

"(1) FEDERAL CASE REGISTRY OF CHILD SUPPORT ORDERS.—
Furnishing to the Federal Case Registry of Child Support
Orders established under section 453(h) (and update as nec-
essary, with information including notice of expiration of orders)
the minimum amount of information on child support cases
recorded in the State case registry that is necessary to operate
the registry (as specified by the Secretary in regulations).

"(2) FEDERAL PARENT LOCATOR SERVICE.—Exchanging
information with the Federal Parent Locator Service for the
purposes specified in section 453.

"(3) TEMPORARY FAMILY ASSISTANCE AND MEDIGRANT AGEN-
CIES.—Exchanging information with State agencies (of the State
and of other States) administering programs funded under part
A, programs operated under State plans under title XXI, and
other programs designated by the Secretary, as necessary to
perform State agency responsibilities under this part and under
such programs.

"(4) INTRASTATE AND INTERSTATE INFORMATION COMPARI-
SONS.—Exchanging information with other agencies of the
State, agencies of other States, and interstate information net-
works, as necessary and appropriate to carry out (or assist
other States to carry out) the purposes of this part.".

SEC. 12312. COLLECTION AND DISBURSEMENT OF SUPPORT PAY-
MENTS.

(a) STATE PLAN REQUIREMENT.—Section 454 (42 U.S.C. 654),
as amended by sections 12301(b) and 12303(a) of this Act, is
amended—
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(1) by striking "and" at the end of paragraph (25);
(2) by striking the period at the end of paragraph (26)

and inserting"; and"; and
(3) by adding after paragraph (26) the following new para-

graph:
"(27) provide that, on and after October 1, 1998, the State

agency will—
"(A) operate a State disbursement unit in accordance

with section 454B; and
"(B) have sufficient State staff (consisting of State

employees) and (at State option) contractors reporting
directly to the State agency to—

"(i) monitor and enforce support collections
through the unit (including carrying out the automated
data processing responsibilities described in section
454A(g)); and

"(ii) take the actions described in section 466(c)(1)
in appropriate cases.".

(b) ESTABLISHMENT OF STATE DISBURSEMENT UNIT.—Part D
of title IV (42 U.S.C. 65 1—669), as amended by section 12344(a)(2)
of this Act, is amended by inserting after section 454A the following
new section:

"SEC. 454B. COLLECTION AND DISBURSEMENT OF SUPPORT PAY-
MENTS.

"(a) STATE DISBURSEMENT UNIT.—
"(1) IN GENERAL.—In order for a State to meet the require-

ments of this section, the State agency must establish and
operate a unit (which shall be known as the 'State disbursement
unit') for the collection and disbursement of payments under
support orders in all cases being enforced by the State pursuant
to section 454(4).

"(2) OPERATION.—The State disbursement unit shall be
operated—

"(A) directly by the State agency (or 2 or more State
agencies under a regional cooperative agreement), or (to
the extent appropriate) by a contractor responsible directly
to the State agency; and

"(B) in coordination with the automated system estab-
lished by the State pursuant to section 454A.
"(3) LINKING OF LOCAL DISBURSEMENT UNITS.—The State

disbursement unit may be established by linking local disburse-
ment units through an automated information network, subject
to this section, if the Secretary agrees that the system will
not cost more nor take more time to establish or operate than
a centralized system. In addition, employers shall be given
1 location to which income withholding is sent.
"(b) REQUIRED PROCEDURES.—The State disbursement unit

shall use automated procedures, electronic processes, and computer-
driven technology to the maximum extent feasible, efficient, and
economical, for the collection and disbursement of support pay-
ments, including procedures—

"(1) for receipt of payments from parents, employers, and
other States, and for disbursements to custodial parents and
other obligees, the State agency, and the agencies of other
States;

"(2) for accurate identification of payments;
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"(3) to ensure prompt disbursement of the custodial parent's
share of any payment; and

"(4) to furnish to any parent, upon request, timely informa-
tion on the current status of support payments under an order
requiring payments to be made by or to the parent.
'(c) TIMING OF DISBURSEMENTS.—

"(1) IN GENERAL—Except as provided in paragraph (2),
the State disbursement unit shall distribute all amounts pay-
able under section 457(a) within 2 business days after receipt
from the employer or other source of periodic income, if suffi-
cient information identifying the payee is provided.

"(2) PERMISSIVE RETENTION OF ARREARAGES.—The State
disbursement unit may delay the distribution of collections
toward arrearages until the resolution of any timely appeal
with respect to such arrearages.
"(d) BUSINESS DAY DEFINED—As used in this section, the term

business day' means a day on which State offices are open for
regular business.".

(c) USE OF AUTOMATED SYSTEM.—Section 454A, as added by
section 12344(a)(2) and as amended by section 12311 of this Act,
is amended by adding at the end the following new subsection:

"(g) COLLECTION AND DISTRIBUTION OF SUPPORT PAYMENTS.—
"(1) IN GENERAL.—The State shall use the automated sys-

tem required by this section, to the maximum extent feasible,
to assist and facilitate the collection and disbursement of sup-
port payments through the State disbursement unit operated
under section 454B, through the performance of functions,
including, at a minimum—

"(A) transmission of orders and notices to employers
(and other debtors) for the withholding of wages and other
income—

(i) within 2 business days after receipt from a
court, another State, an employer, the Federal Parent
Locator Service, or another source recognized by the
State of notice of, and the income source subject to,
such withholding; and

"(ii) using uniform formats prescribed by the Sec-
retary;
"(B) ongoing monitoring to promptly identify failures

to make timely payment of support; and
"(C) automatic use of enforcement procedures (includ-

ing procedures authorized pursuant to section 466(c)) if
payments are not timely made.
"(2) BUSINESS DAY DEFINED.—As used in paragraph (1),

the term business day' means a day on which State offices
are open for regular business.".
(d) EFFECTIVE DATE.—The amendments made by this section

shall become effective on October 1, 1998.

SEC. 12313. STATE DIRECTORY OF NEW HIRES.

(a) STATE PLAN REQUIREMENT.—SectiOn 454 (42 U.S.C. 654),
as amended by sections 12301(b), 12303(a) and 12312(a) of this
Act, is amended—

(1) by striking "and" at the end of paragraph (26);
(2) by striking the period at the end of paragraph (27)

and inserting"; and"; and
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(3) by adding after paragraph (27) the following new para-
graph:

"(28) provide that, on and after October 1, 1997, the State
will operate a State Directory of New Hires in accordance
with section 453A.".
(b) STATE DIRECTORY OF NEW HIRES.—Part D of title IV (42

U.S.C. 651—669) is amended by inserting after section 453 the
following new section:

"SEC. 453A. STATE DIRECTORY OF NEW HIRES.

"(a) ESTABLISHMENT.—
"(1) IN GENERAL.—

"(A) REQUIREMENT FOR STATES THAT HAVE NO DIREC-
TORY.—Except as provided in subparagraph (B), not later
than October 1, 1997, each State shall establish an auto-
mated directory (to be known as the 'State Directory of
New Hires') which shall contain information supplied in
accordance with subsection (b) by employers on each newly
hired employee.

"(B) STATES WITH NEW HIRE REPORTING IN EXISTENCE.—
A State which has a new hire reporting law in existence
on the date of the enactment of this section may continue
to operate under the State law, but the State must meet
the requirements of this section (other than subsection
(1)) not later than October 1, 1997.
"(2) DEFINITI0NS.—As used in this section:

"(A) EMPLOYEE.—The term 'employee'—
"(i) means an individual who is an employee within

the meaning of chapter 24 of the Internal Revenue
Code of 1986; and

"(ii) does not include an employee of a Federal
or State agency performing intelligence or counterintel-
ligence functions, if the head of such agency has deter-
mined that reporting pursuant to paragraph (1) with
respect to the employee could endanger the safety of
the employee or compromise an ongoing investigation
or intelligence mission.
"(B) EMPLOYER.—

"(i) IN GENERAL.—The term 'employer' has the
meaning given such term in section 3401(d) of the
Internal Revenue Code of 1996 and includes any
governmental entity and any labor organization.

"(ii) LABOR ORGANIZATION.—The term 'labor
organization' shall have the meaning given such term
in section 2(5) of the National Labor Relations Act,
and includes any entity (also known as a 'hiring hall')
which is used by the organization and an employer
to carry out requirements described in section 8(0(3)
of such Act of an agreement between the organization
and the employer.

"(b) EMPLOYER INFORMATION.—
"(1) REPORTING REQUIREMENT.—

"(A) IN GENERAL.—Except as provided in subpara-
graphs (B) and (C), each employer shall furnish to the
Directory of New Hires of the State in which a newly
hired employee works, a report that contains the name,
address, and Social Security number of the employee, and
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the name of, and identifying number assigned under section
6109 of the Internal Revenue Code of 1986 to, the employer.

"(B) MULTISTATE EMPLOYERS.—An employer that has
employees who are employed in 2 or more States and
that transmits reports magnetically or electronically may
comply with subparagraph (A) by designating 1 State in
which such employer has employees to which the employer
will transmit the report described in subparagraph (A),
and transmitting such report to such State. Any employer
that transmits reports pursuant to this subparagraph shall
notify the Secretary in writing as to which State such
employer designates for the purpose of sending reports.

"(C) FEDERAL GOVERNMENT EMPLOYERS.—Any depart-
ment, agency, or instrumentality of the United States shall
comply with subparagraph (A) by transmitting the report
described in subparagraph (A) to the National Directory
of New Hires established pursuant to section 453.
"(2) LMING OF REPORT.—Each State may provide the time

within which the report required by paragraph (1) shall be
made with respect to an employee, but such report shall be
made not later than 20 days after the date the employer hires
the employee.
'(c) REPORTING FORMAT AND METHOD.—Each report required

by subsection (b) shall be made on a
W—4 form or, at the option of the employer, an equivalent form,
and may be transmitted by 1st class mail, magnetically, or electroni-
cally.

"(d) CIVIL MONEY PENALTIES ON NONCOMPLYING EMPLOYERS.—
The State shall have the option to set a State civil money penalty
which shall be less than—

"(1) $25: or
"(2) $500 if, under State law, the failure is the result

of a conspiracy between the employer and the employee to
not supply the required report or to supply a false or incomplete
report.
(e) ENTRY OF EMPLOYER INFORMATION.—Information shall be

entered into the data base maintained by the State Directory of
New Hires within 5 business days of receipt from an employer
pursuant to subsection (b).

(f) INFORMATION COMPARISONS.—
"(1) IN GENERAL.—Not later than May 1, 1998, an agency

designated by the State shall, directly or by contract, conduct
automated comparisons of the Social Security numbers reported
by employers pursuant to subsection (b) and the Social Security
numbers appearing in the records of the State case registry
for cases being enforced under the State plan.

'(2) NOTICE OF MATCH.—When an information comparison
conducted under paragraph (1) reveals a match with respect
to the Social Security number of an individual required to
provide support under a support order, the State Directory
of New Hires shall provide the agency administering the State
plan approved under this part of the appropriate State with
the name, address, and Social Security number of the employee
to whom the Social Security number is assigned, and the name
of, and identifiing number assigned under section 6109 of
the Internal Revenue Code of 1986 to, the employer.

(g) TRANSMISSION OF INFORMATION.—
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"(1) TRANSMISSION OF WAGE WITHHOLDING NOTICES TO
EMPLOYERS.—Within 2 business days after the date information
regarding a newly hired employee is entered into the State
Directory of New Hires, the State agency enforcing the employ-
ee's child support obligation shall transmit a notice to the
employer of the employee directing the employer to withhold
from the wages of the employee an amount equal to the monthly
(or other periodic) child support obligation (including any past
due support obligation) of the employee, unless the employee's
wages are not subject to withholding pursuant to section
466(b)(3).

"(2) TRANSMISSIONS TO THE NATIONAL DIRECTORY OF NEW
HIRES.—

"(A) NEW HIRE INFORMATION.—Within 3 business days
after the date information regarding a newly hired
employee is entered into the State Directory of New Hires,
the State Directory of New Hires shall furnish the informa-
tion to the National Directory of New Hires.

"(B) WAGE AND UNEMPLOYMENT COMPENSATION
INFORMATION—The State Directory of New Hires shall,
on a quarterly basis, furnish to the National Directory
of New Hires extracts of the reports required under section
303(a)(6) to be made to the Secretary of Labor concerning
the wages and unemployment compensation paid to individ-
uals, by such dates, in such format, and containing such
information as the Secretary of Health and Human Services
shall specify in regulations.
"(3) BUSINESS DAY DEFINED.—As used in this subsection,

the term 'business day' means a day on which State offices
are open for regular business.
"(h) OTHER USES OF NEW HIRE INFORMATION.—

"(1) LOCATION OF CHILD SUPPORT OBLIGORS.—The agency
administering the State plan approved under this part shall
use information received pursuant to subsection (f) (2) to locate
individuals for purposes of establishing paternity and establish-
ing, modifying, and enforcing child support obligations.

'(2) VERIFICATION OF ELIGIBILITY FOR CERTAIN PROGRAMS.—
A State agency responsible for administering a program speci-
fied in section 1137(b) shall have access to information reported
by employers pursuant to subsection (b) of this section for
purposes of verifying eligibility for the program.

"(3) ADMINISTRATION OF EMPLOYMENT SECURITY AND WORK-
ERS' COMPENSATION.—State agencies operating employment
security and workers' compensation programs shall have access
to information reported by employers pursuant to subsection
(b) for the purposes of administering such programs.".
(c) QUARTERLY WAGE REPORTING.—Section 1137(a) (3) (42

U.S.C. 1320b—7(a)(3)) is amended—
(1) by inserting "(including State and local governmental

entities and labor organizations (as defined in section
453A(a) (2) (B) (iii)))" after "employers"; and

(2) by inserting ", and except that no report shall be filed
with respect to an employee of a State or local agency perform-
ing intelligence or counterintelligence functions, if the head
of such agency has determined that filing such a report could
endanger the safety of the employee or compromise an ongoing
investigation or intelligence mission" after "paragraph (2)".
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SEC. 12314. AMENDMENTS CONCERNING INCOME WITHHOLDING.

(a) MANDATORY INCOME WITHHOLDING.—
(1) IN GENERAL—Section 466(a)(1) (42 U.S.C. 666(a)(1))

is amended to read as follows:
"(1)(A) Procedures described in subsection (b) for the

withholding from income of amounts payable as support in
cases subject to enforcement under the State plan.

"(B) Procedures under which the wages of a person with
a support obligation imposed by a support order issued (or
modified) in the State before October 1, 1996, if not otherwise
subject to withholding under subsection (b), shall become sub-
ject to withholding as provided in subsection (b) if arrearages
occur, without the need for a judicial or administrative hear-
ing.

(2) CONFORMING AMENDMENTS.—
(A) Section 466(b) (42 U.S.C. 666(b)) is amended in

the matter preceding paragraph (1), by striking "subsection
(a)(1)" and inserting "subsection (a)(1)(A)".

(B) Section 466(b)(4) (42 U.S.C. 666(b)(4)) is amended
to read as follows:
"(4)(A) Such withholding must be carried out in full compli-

ance with all procedural due process requirements of the State,
and the State must send notice to each noncustodial parent
to whom paragraph (1) applies—

'(i) that the withholding has commenced; and
"(ii) of the procedures to follow if the noncustodial

parent desires to contest such withholding on the grounds
that the withholding or the amount withheld is improper
due to a mistake of fact.
"(B) The notice under subparagraph (A) of this paragraph

shall include the information provided to the employer under
paragraph (6) (A).".

(C) Section 466(b)(5) (42 U.S.C. 666(b)(5)) is amended
by striking all that follows 'administered by" and inserting
"the State through the State disbursement unit established
pursuant to section 454B, in accordance with the require-
ments of section 454B.".

(D) Section 466(b)(6)(A) (42 U.S.C. 666(b)(6)(A)) is
amended—

(i) in clause (i), by striking "to the appropriate
agency" and all that follows and inserting "to the State
disbursement unit within 2 business days after the
date the amount would (but for this subsection) have
been paid or credited to the employee, for distribution
in accordance with this part. The employer shall com-
ply with the procedural rules relating to income
withholding of the State in which the employee works,
regardless of the State where the notice originates.".

(ii) in clause (ii), by inserting "be in a standard
format prescribed by the Secretary, and" after "shall";
and

(iii) by adding at the end the following new clause:
"(iii) As used in this subparagraph, the term 'business

day' means a day on which State offices are open for regular
business.".
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(E) Section 466(b)(6)(D) (42 U.S.C. 666(b)(6)(D)) is
amended by striking "any employer" and all that follows
and inserting "any employer who—

"(i) discharges from employment, refuses to employ,
or takes disciplinary action against any noncustodial parent
subject to wage withholding required by this subsection
because of the existence of such withholding and the obliga-
tions or additional obligations which it imposes upon the
employer; or

"(ii) fails to withhold support from wages, or to pay
such amounts to the State disbursement unit in accordance
with this subsection.".

(F) Section 466(b) (42 U.S.C. 666(b)) is amended by
adding at the end the following new paragraph:
"(1 1) Procedures under which the agency administering

the State plan approved under this part may execute a
withholding order without advance notice to the obligor, includ-
ing issuing the withholding order through electronic means.".
(b) CONFORMING AMENDMENT.—Section 466(c) (42 U.S.C. 666(c))

is repealed.
SEC. 12315. LOCATOR INFORMATION FROM INTERSTATE NETWORKS.

Section 466(a) (42 U.S.C. 666(a)) is amended by adding at
the end the following new paragraph:

"(12) LOCATOR INFORMATION FROM INTERSTATE NET-
WORKS.—Procedures to ensure that all Federal and State agen-
cies conducting activities under this part have access to any
system used by the State to locate an individual for purposes
relating to motor vehicles or law enforcement.".

SEC. 12316. EXPANSION OF THE FEDERAL PARENT LOCATOR SERVICE.

(a) EXPANDED AUTHORITY To LOCATE INDIVIDUALS AND
ASSETS.—Section 453 (42 U.S.C. 653) is amended—

(1) in subsection (a), by striking all that follows "subsection
(c))" and inserting ", for the purpose of establishing parentage,
establishing, setting the amount of, modifying, or enforcing
child support obligations, or enforcing child custody or visitation
orders—

"(1) information on, or facilitating the discovery of, the
location of any individual—

"(A) who is under an obligation to pay child support
or provide child custody or visitation rights;

"(B) against whom such an obligation is sought;
"(C) to whom such an obligation is owed,

including the individual's social security number (or numbers),
most recent address, and the name, address, and employer
identification number of the individual's employer;

"(2) information on the individual's wages (or other income)
from, and benefits of, employment (including rights to or enroll-
ment in group health care coverage); and

"(3) information on the type, status, location, and amount
of any assets of, or debts owed by or to, any such individual.":
and

(2) in subsection (b)—
(A) in the matter preceding paragraph (1), by striking

"social security" and all that follows through "absent par-
ent" and inserting "information described in subsection
(a)"; and
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(B) in the flush paragraph at the end, by adding the
following: "No information shall be disclosed to any person
if the State has notified the Secretary that the State has
reasonable evidence of domestic violence or child abuse
and the disclosure of such information could be harmful
to the custodial parent or the child of such parent. Informa-
tion received or transmitted pursuant to this section shall
be subject to the safeguard provisions contained in section
454(26).".

(b) AUTHORIZED PERSON FOR INFORMATION REGARDING VISITA-
TION RIGHTS.—Section 453(c) (42 U.S.C. 653(c)) is amended—

(1) in paragraph (1), by striking "support" and inserting
"support or to seek to enforce orders providing child custody
or visitation rights"; and

(2) in paragraph (2), by striking ", or any agent of such
court; and" and inserting "or to issue an order against a resident
parent for child custody or visitation rights, or any agent of
such court;".
(c) REIMBURSEMENT FOR INFORMATION FROM FEDERAL AGEN-

CIES.—Section 453(e)(2) (42 U.S.C. 653(e)(2)) is amended in the
4th sentence by inserting "in an amount which the Secretary deter-
mines to be reasonable payment for the information exchange
(which amount shall not include payment for the costs of obtaining,
compiling, or maintaining the information)" before the period.

(d) REIMBURSEMENT FOR REPORTS BY STATE AGENCIES.—Section
453 (42 U.S.C. 653) is amended by adding at the end the following
new subsection:

"(g) REIMBURSEMENT FOR REPORTS BY STATE AGENCIES.—The
Secretary may reimburse Federal and State agencies for the costs
incurred by such entities in furnishing information requested by
the Secretary under this section in an amount which the Secretary
determines to be reasonable payment for the information exchange
(which amount shall not include payment for the costs of obtaining,
compiling, or maintaining the information).".

(e) CONFORMING AMENDMENTS.—
(1) Sections 452(a)(9), 453(a), 453(b), 463(a), 463(e), and

463(f) (42 U.S.C. 652(a)(9), 653(a), 653(b), 663(a), 663(e), and
663(f)) are each amended by inserting "Federal" before "Parent"
each place such term appears.

(2) Section 453 (42 U.S.C. 653) is amended in the heading
by adding "FEDERAL" before "PARENT".
(f) NEW C0MP0NENTS.—Section 453 (42 U.S.C. 653), as

amended by subsection (d) of this section, is amended by adding
at the end the following new subsections:

"(h) FEDERAL CASE REGISTRY OF CHILD SUPPORT ORDERS.—
"(1) IN GENERAL.—Not later than October 1, 1998, in order

to assist States in administering programs under State plans
approved under this part and programs funded under part
A, and for the other purposes specified in this section, the
Secretary shall establish and maintain in the Federal Parent
Locator Service an automated registry (which shall be known
as the 'Federal Case Registry of Child Support Orders'), which
shall contain abstracts of support orders and other information
described in paragraph (2) with respect to each case in each
State case registry maintained pursuant to section 454A(e),
as furnished (and regularly updated), pursuant to section
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454A(O, by State agencies administering programs under this
part.

"(2) CASE INFORMATION.—The information referred to in
paragraph (1) with respect to a case shall be such information
as the Secretary may specify in regulations (including the
names, social security numbers or other uniform identification
numbers, and State case identification numbers) to identify
the individuals who owe or are owed support (or with respect
to or on behalf of whom support obligations are sought to
be established), and the State or States which have the case.
(i) NATIONAL DIRECTORY OF NEW HIRES.—

"(1) IN GENERAL.—In order to assist States in administering
programs under State plans approved under this part and
programs funded under part A, and for the other purposes
specified in this section, the Secretary shall, not later than
October 1, 1996, establish and maintain in the Federal Parent
Locator Service an automated directory to be known as the
National Directory of New Hires, which shall contain the
information supplied pursuant to section 453A(g)(2).

"(2) ENTRY OF DATA.—Information shall be entered into
the data base maintained by the National Directory of New
Hires within 2 business days of receipt pursuant to section
453A(g)(2).

"(3) ADMINISTRATION OF FEDERAL TAX LAWS.—The Secretary
of the Treasury shall have access to the information in the
National Directory of New Hires for purposes of administering
section 32 of the Internal Revenue Code of 1986, or the advance
payment of the earned income tax credit under section 3507
of such Code, and verifying a claim with respect to employment
in a tax return.

"(4) LIST OF MULTISTATE EMPLOYERS.—The Secretary shall
maintain within the National Directory of New Hires a list
of multistate employers that report information regarding
newly hired employees pursuant to section 453A(b)(1)(B), and
the State which each such employer has designated to receive
such information.
"(j) INFORMATION COMPARISONS AND OTHER DISCLOSURES.—

"(1) VERIFICATION BY SOCIAL SECURITY ADMINISTRATION.—
'(A) IN GENERAL.—The Secretary shall transmit

information on individuals and employers maintained
under this section to the Social Security Administration
to the extent necessary for verification in accordance with
subparagraph (B).

"(B) VERIFICATION BY SSA.—The Social Security
Administration shall verify the accuracy of, correct, or sup-
ply to the extent possible, and report to the Secretary,
the following information supplied by the Secretary pursu-
ant to subparagraph (A):

"(i) The name, social security number, and birth
date of each such individual.

"(ii) The employer identification number of each
such employer.

"(2) INFORMATION COMPARISONS.—For the purpose of locat-
ing individuals in a paternity establishment case or a case
involving the establishment, modification, or enforcement of
a support order, the Secretary shall—
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"(A) compare information in the National Directory
of New Hires against information in the support case
abstracts in the Federal Case Registry of Child Support
Orders not less often than every 2 business days; and

"(B) within 2 such days after such a comparison reveals
a match with respect to an individual, report the informa-
tion to the State agency responsible for the case.
"(3) INFORMATION COMPARISONS AND DISCLOSURES OF

INFORMATION IN ALL REGISTRIES FOR TITLE IV PROGRAM PUR-
POSES.—To the extent and with the frequency that the Sec-
retary determines to be effective in assisting States to carry
out their responsibilities under programs operated under this
part and programs funded under part A, the Secretary shall—

"(A) compare the information in each component of
the Federal Parent Locator Service maintained under this
section against the information in each other such compo-
nent (other than the comparison required by paragraph
(2)), and report instances in which such a comparison
reveals a match with respect to an individual to State
agencies operating such programs; and

"(B) disclose information in such registries to such
State agencies.
"(4) PROvISION OF NEW HIRE INFORMATION TO THE SOCIAL

SECURITY ADMINISTRATION.—The National Directory of New
Hires shall provide the Commissioner of Social Security with
all information in the National Directory, which shall be used
to determine the accuracy of payments under the supplemental
security income program under title XVI and in connection
with benefits under title II.

"(5) RESEARCH.—The Secretary may provide access to
information reported by employers pursuant to section 453A(b)
for research purposes found by the Secretary to be likely to
contribute to achieving the purposes of part A or this part,
but without personal identifiers.
"(k) FEES.—

"(1) FOR SSA VERIFICATION.—The Secretary shall reimburse
the Commissioner of Social Security, at a rate negotiated
between the Secretary and the Commissioner, for the costs
incurred by the Commissioner in performing the verification
services described in subsection (j).

"(2) FOR INFORMATION FROM STATE DIRECTORIES OF NEW
HIRES—The Secretary shall reimburse costs incurred by State
directories of new hires in furnishing information as required
by subsection (j)(3), at rates which the Secretary determines
to be reasonable (which rates shall not include payment for
the costs of obtaining, compiling, or maintaining such informa-
tion).

"(3) FOR INFORMATION FURNISHED TO STATE AND FEDERAL
AGENCIES.—A State or Federal agency that receives information
from the Secretary pursuant to this section shall reimburse
the Secretary for costs incurred by the Secretary in furnishing
the information, at rates which the Secretary determines to
be reasonable (which rates shall include payment for the costs
of obtaining, verifying, maintaining, and comparing the
information).
"(1) RESTRICTION ON DISCLOSURE AND USE.—Information in the

Federal Parent Locator Service, and information resulting from
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comparisons using such information, shall not be used or disclosed
except as expressly provided in this section, subject to section
6103 of the Internal Revenue Code of 1986.

"(m) INFORMATION INTEGRITY AND SECURITY.—The Secretary
shall establish and implement safeguards with respect to the enti-
ties established under this section designed to—

"(1) ensure the accuracy and completeness of information
in the Federal Parent Locator Service; and

"(2) restrict access to confidential information in the Fed-
eral Parent Locator Service to authorized persons, and restrict
use of such information to authorized purposes.
"(n) FEDERAL GOVERNMENT REPORTING.—Each department,

agency, and instrumentality of the United States shall on a quar-
terly basis report to the Federal Parent Locator Service the name
and social security number of each employee and the wages paid
to the employee during the previous quarter, except that such
a report shall not be filed with respect to an employee of a depart-
ment, agency, or instrumentality performing intelligence or counter-
intelligence functions, if the head of such department, agency, or
instrumentality has determined that filing such a report could
endanger the safety of the employee or compromise an ongoing
investigation or intelligence mission.".

(g) CONFORMING AMENDMENTS.—
(1) To PART D OF TITLE IV OF THE SOCIAL SECURITY ACT.—

(A) Section 454(8)(B) (42 U.S.C. 654(8) (B)) is amended
to read as follows:

"(B) the Federal Parent Locator Service established
under section 453;".

(B) Section 454(13) (42 U.S.C. 654(13)) is amended
by inserting "and provide that information requests by
parents who are residents of other States be treated with
the same priority as requests by parents who are residents
of the State submitting the plan" before the semicolon.
(2). To FEDERAL UNEMPLOYMENT TAX ACT.—Section

3304(a)(16) of the Internal Revenue Code of 1986 is amended—
(A) by striking "Secretary of Health, Education, and

Welfare" each place such term appears and inserting "Sec-
retaly of Health and Human Services";

(B) in subparagraph (B), by striking "such information"
and all that follows and inserting "information furnished
under subparagraph (A) or (B) is used only for the purposes
authorized under such subparagraph;";

(C) by striking "and" at the end of subparagraph (A);
(D) by redesignating subparagraph (B) as subpara-

graph (C); and
(E) by inserting after subparagraph (A) the following

new subparagraph:
"(B) wage and unemployment compensation informa-

tion contained in the records of such agency shall be fur-
nished to the Secretary of Health and Human Services
(in accordance with regulations promulgated by such Sec-
retary) as necessary for the purposes of the National Direc-
tory of New Hires established under Section 453(1) of the
Social Security Act, and".
(3) To STATE GRANT PROGRAM UNDER TITLE III OF THE

SOCIAL SECURITY ACT.—Subsection (h) of section 303 (42 U.S.C.
503) is amended to read as follows:
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'(h)(1) The State agency charged with the administration of
the State law shall, on a reimbursable basis—

"(A) disclose quarterly, to the Secretary of Health and
Human Services wage and claim information, as required
pursuant to section 453(i)(1), contained in the records of such
agency;

"(B) ensure that information provided pursuant to subpara-
graph (A) meets such standards relating to correctness and
verification as the Secretary of Health and Human Services,
with the concurrence of the Secretary of Labor, may find nec-
essary; and

"(C) establish such safeguards as the Secretary of Labor
determines are necessary to insure that information disclosed
under subparagraph (A) is used only for purposes of section
453(i)(1) in carrying out the child support enforcement program
under title IV.
"(2) Whenever the Secretary of Labor, after reasonable notice

and opportunity for hearing to the State agency charged with the
administration of the State law, finds that there is a failure to
comply substantially with the requirements of paragraph (1), the
Secretary of Labor shall notify such State agency that further
payments will not be made to the State until the Secretary of
Labor is satisfied that there is no longer any such failure. Until
the Secretary of Labor is so satisfied, the Secretary shall make
no future certification to the Secretary of the Treasury with respect
to the State.

"(3) For purposes of this subsection—
"(A) the term 'wage information' means information regard-

ing wages paid to an individual, the social security account
number of such individual, and the name, address, State, and
the Federal employer identification number of the employer
paying such wages to such individual; and

"(B) the term 'claim information' means information regard-
ing whether an individual is receiving, has received, or has
made application for, unemployment compensation, the amount
of any such compensation being received (or to be received
by such individual), and the individual's current (or most
recent) home address.".

(4) DISCLOSURE OF CERTAIN INFORMATION TO AGENTS OF
CHILD SUPPORT ENFORCEMENT AGENCIES.—

(A) IN GENERAL.—Paragraph (6) of section 6 103(1) of
the Internal Revenue Code of 1986 (relating to disclosure
of return information to Federal, State, and local child
support enforcement agencies) is amended by redesignating
subparagraph (B) as subparagraph (C) and by inserting
after subparagraph (A) the following new subparagraph:

"(B) DISCLOSURE TO CERTAIN AGENTS.—The address
and social security account number (or numbers) of an
individual with respect to any individual with respect to
whom child support obligations are sought to be established
or enforced may be disclosed by any child support enforce-
ment agency to any agent of such agency which is under
contract with such agency to carry out the purposes
described in subparagraph (C)."

(B) CONFORMING AMENDMENTS.—
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(i) Paragraph (3) of section 6103(a) of such Code
is amended by striking "(l)(12)" and inserting "para-
graph (6) or (12) of subsection (1)".

(ii) Subparagraph (C) of section 6103(l)(6) of such
Code, as redesignated by subsection (a), is amended
to read as follows:
"(C) RESTRICTION ON DISCLOSURE.—Information may

be disclosed under this paragraph only for purposes of,
and to the extent necessary in, establishing and collecting
child support obligations from, and locating, individuals
owing such obligations."

(iii) The material following subparagraph (F) of
section 6lO3(p)(4) of such Code is amended by striking
"subsection (l)(12)(B)" and inserting "paragraph (6)(A)
or (12)(B) of subsection (1)".

SEC. 12317. COLLECTION AND USE OF SOCIAL SECURITY NUMBERS
FOR USE IN CHILD SUPPORT ENFORCEMENT.

(a) STATE LAW REQUIREMEr'Tr.—Section 466(a) (42 U.S.C.
666(a)), as amended by section 12315 of this Act, is amended
by adding at the end the following new paragraph:

"(13) RECORDING OF SOCIAL SECURITY NUMBERS IN CERTAIN.
FAMILY MATTERS.—Procedures requiring that the social security
number of—

"(A) any applicant for a professional license, commer-
cial driver's license, occupational license, or marriage
license be recorded on the application;

"(B) any individual who is subject to a divorce decree,
support order, or paternity determination or acknowledg-
ment be placed in the records relating to the matter; and

"(C) any individual who has died be placed in the
records relating to the death and be recorded on the death
certificate.

For purposes of subparagraph (A), if a State allows the use
of a number other than the social security number, the State
shall so advise any applicants.".
(b) CONFORMING AMENDMENTS.—Section 205(c)(2)(C) (42 U.S.C.

405(c)(2)(C)), as amended by section 321(a) (9) of the Social Security
Independence and Program Improvements Act of 1994, is
amended—

(1) in clause (i), by striking "may require" and inserting
"shall require";

(2) in clause (ii), by inserting after the 1st sentence the
following: "In the administration of any law involving the issu-
ance of a marriage certificate or license, each State shall require
each party named in the certificate or license to furnish to
the State (or political subdivision thereof), or any State agency
having administrative responsibility for the law involved, the
social security number of the party.";

(3) in clause (ii), by inserting "or marriage certificate" after
"Such numbers shall not be recorded on the birth certificate".

(4) in clause (vi), by striking "may" and inserting "shall";
and

(5) by adding at the end the following new clauses:
"(x) An agency of a State (or a political subdivision

thereof) charged with the administration of any law
concerning the issuance or renewal of a license, certifi-
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cate, permit, or other authorization to engage in a
profession, an occupation, or a commercial activity
shall require all applicants for issuance or renewal
of the license, certificate, permit, or other authorization
to provide the applicant's social security number to
the agency for the purpose of administering such laws,
and for the purpose of responding to requests for
information from an agency operating pursuant to part
D of title IV.

"(xi) All divorce decrees, support orders, and pater-
nity determinations issued, and all paternity acknowl-
edgments made, in each State shall include the social
security number of each party to the decree, order,
determination, or acknowledgement in the records
relating to the matter, for the purpose of responding
to requests for information from an agency operating
pursuant to part D of title IV.".

CHAPTER 3—STREAMLINING AND UNIFORMITY OF
PROCEDURES

SEC. 12321. ADOPTION OF UNIFORM STATE LAWS.

Section 466 (42 U.S.C. 666) is amended by adding at therid
the following new subsection:

"(f) UNIFORM INTERSTATE FAMILY SUPPORT ACT.—
"(1) ENACTMENT AND USE.—In order to satisf' section

454(20)(A), on or after January 1, 1998, each State must have
in effect the Uniform Interstate Family Support Act, as
approved by the American Bar Association on February 9,
1993, together with any amendments officially adopted before
January 1, 1998 by the National Conference of Commissioners
on Uniform State Laws.

"(2) EMPLOYERS TO FOLLOW PROCEDURAL RULES OF STATE
WHERE EMPLOYEE WORKS.—The State law enacted pursuant
to paragraph (1) shall provide that an employer that receives
an income withholding order or notice pursuant to section 501
of the Uniform Interstate Family Support Act follow the proce-
dural rules that apply with respect to such order or notice
under the laws of the State in which the obligor works.

SEC. 12322. IMPROVEMENTS TO FULL FAITH AND CREDIT FOR CHILD
SUPPORT ORDERS.

Section 1738B of title 28, United States Code, is amended—
(1) in subsection (a)(2), by striking "subsection (e)" and

inserting "subsections (e), (f), and (i)";
(2) in subsection (b), by inserting after the 2nd undesig

nated paragraph the following:
"child's home State' mears the State in which a child

lived with a parent or a person acting as parent for at least
6 consecutive months immediately preceding the time of filing
of a petition or comparable pleading for support and, if a
child is less than 6 months old, the State in which the child
lived from birth with any of them. A period of temporary
absence of any of them is counted as part of the 6-month
period.";

(3) in subsection (c), by inserting "by a court of a State"
before "is made";
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(4) in subsection (c)(1), by inserting "and subsections (e),
(f), and (g)" after "located";

(5) in subsection (d)—
(A) by inserting "individual" before "contestant"; and
(B) by striking "subsection (e)" and inserting "sub-

sections (e) and (f)';
(6) in subsection (e), by striking "make a modification of

a child support order with respect to a child that is made"
and inserting "modif' a child support order issued";

(7) in subsection (e)(1), by inserting "pursuant to subsection
(i)' before the semicolon;

(8) in subsection (e) (2)—
(A) by inserting "individual" before "contestant" each

place such term appears; and
(B) by striking "to that court's making the modification

and assuming" and inserting "with the State of continuing,
exclusive jurisdiction for a court of another State to modify
the order and assume";
(9) by redesignating subsections (f) and (g) as subsections

(g) and (h), respectively;
(10) by inserting after subsection (e) the following new

subsection:
'(f) RECOGNITION OF CHILD SUPPORT OrwERs.—If 1 or more

child support orders have been issued in this or another State
with regard to an obligor and a child, a court shall apply the
following rules in determining which order to recognize for purposes
of continuing, exclusive jurisdiction and enforcement:

"(1) If only 1 court has issued a child support order, the
order of that court must be recognized.

"(2) If 2 or more courts have issued child support orders
for the same obligor and child, and only 1 of the courts would
have continuing, exclusive jurisdiction under this section, the
order of that court must be recognized.

"(3) If 2 or more courts have issued child support orders
for the same obligor and child, and more than 1 of the courts
would have continuing, exclusive jurisdiction under this section,
an order issued by a court in the current home State of the
child must be recognized, but if an order has not been issued
in the current home State of the child, the order most recently
issued must be recognized.

"(4) If 2 or more courts have issued child support orders
for the same obligor and child, and none of the courts would
have continuing, exclusive jurisdiction under this section, a
court may issue a child support order, which must be recog-
nized.

"(5) The court that has issued an order recognized under
this subsection is the court having continuing, exclusive juris-
diction.";

(11) in subsection (g) (as so redesignated)—
(A) by striking "PRIOR" and inserting "MODIFIED"; and
(B) by striking "subsection (e)" and inserting "sub-

sections (e) and (f)";
(12) in subsection (h) (as so redesignated)—

(A) in paragraph (2), by inserting "including the dura-
tion of current payments and other obligations of support"
before the comma; and
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(B) in paragraph (3), by inserting "arrears under" after
"enforce"; and
(13) by adding at the end the following new subsection:

'(i) REGISTRATION FOR MoDIFICATIoN—If there is no individual
contestant or child residing in the issuing State, the party or
support enforcement agency seeking to modify, or to modify and
enforce, a child support order issued in another State shall register
that order in a State with jurisdiction over the nonmovant for
the purpose of modification.". -

SEC. 12323. ADMINISTRATIVE ENFORCEMENT IN INTERSTATE CASES.

Section 466(a) (42 U.S.C. 666(a)), as amended by sections 12315
and 12317(a) of this Act, is amended by adding at the end the
following new paragraph:

"(14) ADMINISTRATIVE ENFORCEMENT IN INTERSTATE
CASES.—Procedures under which—

"(A)(i) the State shall respond within 5 business days
to a request made by another State to enforce a support
order; and

"(ii) the term 'business day' means a day on which
State offices are open for regular business;

"(B) the State may, by electronic or other means, trans-
mit to another State a request for assistance in a case
involving the enforcement of a support order, which
request—

"(i) shall include such information as will enable
the State to which the request is transmitted to com-
pare the information about the case to the information
in the data bases of the State; and

"(ii) shall constitute a certification by the request-
ing State—

"(I) of the amount of support under the order
the payment of which is in arrears; and

"(H) that the requesting State has complied
with all procedural due process requirements
applicable to the case;

"(C) if the State provides assistance to another State
pursuant to this paragraph with respect to a case, neither
State shall consider the case to be transferred to the case-
load of such other State; and

"(D) the State shall maintain records of—
"(i) the number of such requests for assistance

received by the State;
"(ii) the number of cases for which the State col-

lected support in response to such a request; and
"(iii) the amount of such collected support.".

SEC. 12324. USE OF FORMS IN INTERSTATE ENFORCEME1'JT.

(a) PR0MULGATI0N.—Section 452(a) (42 U.S.C. 652(a)) is
amended—

(1) by striking "and" at the end of paragraph (9);
(2) by striking the period at the end of paragraph (10)

and inserting "; and"; and
(3) by adding at the end the following new paragraph:
'(1 1) not later than June 30, 1996, after consulting with

the State directors of programs under this part, promulgate
forms to be used by States in interstate cases for—
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"(A) collection of child support through income
withholding;

"(B) imposition of liens; and
"(C) administrative subpoenas.".

(b) USE BY STATES.—Section 454(9) (42 U.S.C. 654(9)) is amend-
ed—

(1) by striking "and" at the end of subparagraph (C);
(2) by inserting "and" at the end of subparagraph (D);

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

"(E) no later than October 1, 1996, in using the forms
promulgated pursuant to section 452(a)(11) for income
withholding, imposition of liens, and issuance of adminis-
trative subpoenas in interstate child support cases;".

SEC. 12325. STATE LAWS PROVIDING EXPEDITED PROCEDURES.

(a) STATE LAW REQUIREMENTS—Section 466 (42 U.S.C. 666),
as amended by section 12314 of this Act, is amended—

(1) in subsection (a)(2), by striking the 1st sentence and
inserting the following: "Expedited administrative and judicial
procedures (including the procedures specified in subsection
(c)) for establishing paternity and for establishing, modifying,
and enforcing support obligations."; and

(2) by inserting after subsection (b) the following new sub-
section:
"(c) EXPEDITED PROCEDURES.—The procedures specified in this

subsection are the following:
"(1) ADMINISTRATIVE ACTION BY STATE AGENCY.—Procedures

which give the State agency the authority to take the following
actions relating to establishment or enforcement of support
orders, without the necessity of obtaining an order from any
other judicial or administrative tribunal, and to recognize and
enforce the authority of State agencies of other States:

"(A) GENETIC TESTING.—To order genetic testing for
the purpose of paternity establishment as provided in sec-
tion 466(a) (5).

"(B) FINANCIAL OR OTHER INFORMATION—To subpoena
any financial or other information needed to establish,
modify, or enforce a support order, and to impose penalties
for failure to respond to such a subpoena.

"(C) RESPONSE TO STATE AGENCY REQUEST.—To require
all entities in the State (including for-profit, nonprofit,
and governmental employers) to provide promptly, in
response to a request by the State agency of that or any
other State administering a program under this part,
information on the employment, compensation, and benefits
of any individual employed by such entity as an employee
or contractor, and to sanction failure to respond to any
such request.

"(D) ACCESS TO CERTAIN RECORDS.—To obtain access,
subject to safeguards on privacy and information security,
to the following records (including automated access, in
the case of records maintained in automated data bases):

"(i) Records of other State and local government
agencies, including—

"(I) vital statistics (including records of mar-
riage, birth, and divorce);
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"(II) State and local tax and revenue records
(including information on residence address,
employer, income and assets);

"(III) records concerning real and titled per-
sonal property;

"(IV) records of occupational and professional
licenses, and records concerning the ownership and
control of corporations, partnerships, and other
business entities;

"(V) employment security records;
"(VI) records of agencies administering public

assistance programs;
"(VII) records of the motor vehicle department;

and
"(VIII) corrections records.

"(ii) Certain records held by private entities,
including—

"(I) customer records of public utilities and
cable television companies; and

"(II) information (including information on
assets and liabilities) on individuals who owe or
are owed support (or against or with respect to
whom a support obligation is sought) held by finan-
cial institutions (subject to limitations on liability
of such entities arising from affording such access),
as provided pursuant to agreements described in
subsection (a)(18).

"(E) CHANCE IN PAYEE.—In cases in which support
is subject to an assignment in order to comply with a
requirement imposed pursuant to part A or section 1912,
or to a requirement to pay through the State disbursement
unit established pursuant to section 454B, upon providing
notice to obligor and obligee, to direct the obligor or other
payor to change the payee to the appropriate government
entity.

"(F) INCOME WITHHOLDING.—To order income withhold-
ing in accordance with subsections (a)(1) and (b) of section
466.

"(C) SECURING ASSETS.—In cases in which there is
a support arrearage, to secure assets to satisfy the arrear-
age by—

"(i) intercepting or seizing periodic or lump-sum
payments from—

"(I) a State or local agency, including
unemployment compensation, workers' compensa-
tion, and other benefits; and

"(II) judgments, settlements, and lotteries;
"(ii) attaching and seizing assets of the obligor

held in financial institutions;
"(iii) attaching public and private retirement funds;

and
"(iv) imposing liens in accordance with subsection

(a) (4) and, in appropriate cases, to force sale of property
and distribution of proceeds.
"(H) INCREASE MONTHLY PAYMENTS.—For the purpose

of securing overdue support, to increase the amount of
monthly support payments to include amounts for arrear-
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ages, subject to such conditions or limitations as the State
may provide.

Such procedures shall be subject to due process safeguards,
including (as appropriate) requirements for notice, opportunity
to contest the action, and opportunity for an appeal on the
record to an independent administrative or judicial tribunal.

'(2) SUBSTANTIVE AND PROCEDURAL RULES.—The expedited
procedures required under subsection (a)(2) shall include the
following rules and authority, applicable with respect to all
proceedings to establish paternity or to establish, modify, or
enforce support orders:

"(A) LOCATOR INFORMATION; PRESUMPTIONS CONCERN-
ING NOTICE.—Procedures under which—

"(i) each party to any paternity or child support
proceeding is required (subject to privacy safeguards)
to file with the tribunal and the State case registry
upon entry of an order, and to update as appropriate,
information on location and identity of the party,
including social security number, residential and mail-
ing addresses, telephone number, driver's license num-
ber, and name, address, and name and telephone num-
ber of employer; and

'(ii) in any subsequent child support enforcement
action between the parties, upon sufficient showing
that diligent effort has been made to ascertain the
location of such a party, the tribunal may deem State
due process requirements for notice and service of proc-
ess to be met with respect to the party, upon delivery
of written notice to the most recent residential or
employer address filed with the tribunal pursuant to
clause (i).
"(B) STATEWIDE JURISDICTION.—Procedures under

which—
"(i) the State agency and any administrative or

judicial tribunal with authority to hear child support
and paternity cases exerts statewide jurisdiction over
the parties; and

"(ii) in a State in which orders are issued by courts
or administrative tribunals, a case may be transferred
between local jurisdictions in the State without need
for any additional filing by the petitioner, or service
of process upon the respondent, to retain jurisdiction
over the parties.

"(3) COORDINATION WITH ERISA.—Notwithstanding sub-
section (d) of section 514 of the Employee Retirement Income
Security Act of 1974 (relating to effect on other laws), nothing
in this subsection shall be construed to alter, amend, modify,
invalidate, impair, or supersede subsections (a), (b), and (c)
of such section 514 as it applies with respect to any procedure
referred to in paragraph (1) and any expedited procedure
referred to in paragraph (2), except to the extent that such
procedure would be consistent with the requirements of section
206(d)(3) of such Act (relating to qualified domestic relations
orders) or the requirements of section 609(a) of such Act (relat-
ing to qualified medical child support orders) if the reference
in such section 206(d)(3) to a domestic relations order and
the reference in such section 609(a) to a medical child support
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order were a reference to a support order referred to in para-
araphs (1) and (2) relating to the same matters, respectively.".
'b) AUTOMATION OF STATE AGENCY FUNcTI0NS.—Section 454A,

as added by section 12344(a)(2) and as amended by sections 12311
and 12312(c) of this Act, is amended by adding at the end the
following new subsection:

'(h) EXPEDITED ADMINISTRATIVE PROCEDURES—The automated
system required by this section shall be used, to the maximum
extent feasible, to implement the expedited administrative proce-
dures required by section 466(c).".

CHAPTER 4—PATERNITY ESTABLISHMENT

SEC. 12331. STATE LAWS CONCERNING PATERNITY ESTABLISHMENT.

(a) STATE LAWS REQUIRED.—Section 466(a)(5) (42 U.S.C.
666(a) (5)) is amended to read as follows:

"(5) PROCEDURES CONCERNING PATERNITY ESTABLISH-
MENT.—

"(A) ESTABLISHMENT PROCESS AVAILABLE FROM BIRTH
UNTIL AGE 18.—

"(i) Procedures which permit the establishment of
the paternity of a child at any time before the child
attains 18 years of age.

"(ii) As of August 16, 1984, clause (i) shall also
apply to a child for whom paternity has not been
established or for whom a paternity action was brought
but dismissed because a statute of limitations of less
than 18 years was then in effect in the State.

(B) PROCEDURES CONCERNING GENETIC TESTING.—
'(i) GENETK TESTING REQUIRED IN CERTAIN CON-

TESTED CASES.—Procedures under which the State is
required, in a contested paternity case (unless other-
wise barred by State law) to require the child and
all other parties (other than individuals found under
section 454(29) to have good cause for refusing to
cooperate) to submit to genetic tests upon the request
of any such party, if the request is supported by a
sworn statement by the party—

(I) alleging paternity, and setting forth facts
establishing a reasonable possibility of the req-
uisite sexual contact between the parties: or

"(II) denying paternity, and setting forth facts
establishing a reasonable possibility of the
nonexistence of sexual contact between the parties.
'(ii) OTHER REQUIREMENTS.—Procedures which

require the State agency, in any case in which the
agency orders genetic testing—

"(I) to pay costs of such tests, subject to
recoupment (if the State so elects) from the alleged
father if paternity is established; and

"(II) to obtain additional testing in any case
if an original test result is contested, upon request
and advance payment by the contestant.

"(C) VOLUNTARY PATERNITY ACKNOWLEDGMENT.—
"(i) SIMPLE CIVIL PROCESS.—Procedures for a sim-

ple civil process for voluntarily acknowledging pater-
nity under which the State must provide that, before
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(B) the costs (including attorney's fees) of the action.
(d) DEFINITIONS—For purposes of this section—

(1) FINANCIAL INSTITUTION.—The term "financial institu-
tion" means—

(A) a depository institution, as defined in section 3(c)
of the Federal Deposit Insurance Act (12 U.s.c. 1813(c));

(B) an institution-affiliated party, as defined in section
3(u) of such Act (12 U.S.C. 1813(v));

(C) any Federal credit union or 5tate credit union,
as defined in section 101 of the Federal credit Union
Act (12 U.S.C. 1752), including an institution-affiliated
party of such a credit union, as defined in section 206(r)
of such Act (12 U.s.c. 1786(r)); and

(D) any benefit association, insurance company, safe
deposit company, money-market mutual fund, or similar
entity authorized to do business in the 5tate.
(2) FINANCIAL RECORD.—The term "financial record" has

the meaning given such term in section 1101 of the Right
to Financial Privacy Act of 1978 (12 U.S.C. 3401).

(3) STATE CHILD SUPPORT ENFORCEMENT AGENCY.—The
term "State child support enforcement agency" means a State
agency which administers a State program for establishing
and enforcing child support obligations.

CHAPTER 7—ENFORCEMENT OF SUPPORT ORDERS

SEC. 12361. INTERNAL REVENUE SERVICE COLLECTION OF ARREAR-
AGES.

(a) COLLECTION OF FEES.—Section 6305 (a) of the Internal Reve-
nue Code of 1986 (relating to collection of certain liability) is
amended—

(1) by striking "and" at the end of paragraph (3);
(2) by striking the period at the end of paragraph (4)

and inserting", and";
(3) by adding at the end the following new paragraph:
"(5) no additional fee may be assessed for adjustments

to an amount previously certified pursuant to such section
45 2(b) with respect to the same obligor."; and

(4) by striking "Secretary of Health, Education, and Wel-
fare" each place it appears and inserting "Secretary of Health
and Human Services".
(b) EFFECTIVE DATE.—The amendments made by this section

shall become effective October 1, 1997.
SEC. 12362. AUTHORITY TO COLLECT SUPPORT FROM FEDERAL

EMPLOYEES.

(a) CONSOLIDATION AND STREAMLINING OF AUTHORITIES.—Sec-
tion 459 (42 U.S.C. 659) is amended to read as follows:
"SEC. 459. CONSENT BY THE UNITED STATES TO INCOME WITHHOLD-

ING, GARNISHMENT, AND SIMILAR PROCEEDINGS FOR
ENFORCEMENT OF CHILD SUPPORT AND ALIMONY
OBLIGATIONS.

"(a) CONSENT TO SUPPORT ENF0RCEMENT.—Notwithstanding
any other provision of law (including section 207 of this Act and
section 5301 of title 38, United States Code), effective January
1, 1975, moneys (the entitlement to which is based upon remunera-
tion for employment) due from, or payable by, the United States
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or the Distrkt of Columbia (including any agency, subdivision,
or instrumentality thereof) to any individual, including members
of the Armed Forces of the United States, shall be subject, in
like manner and to the same extent as if the United States or
the District of Columbia were a private person, to withholdin
in accordance with State law enacted pursuant to subsections (a) (1
and (b) of section 466 and regulations of the Secretary under such
subsections, and to any other legal process brought, by a State
agency administering a program under a State plan approved under
this part or by an individual obligee, to enforce the legal obligation
of the individual to provide child support or alimony.

"(b) CONSENT TO REQUIREMENTS APPLICABLE TO PRIVATE PER-
SON.—With respect to notice to withhold income pursuant to sub-
section (a)(1) or (b) of section 466, or any other order or process
to enforce support obligations against an individual (if the order
or process contains or is accompanied by sufficient data to permit
prompt identification of the individual and the moneys involved),
each governmental entity specified in subsection (a) shall be subject
to the same requirements as would apply if the entity were a
private person, except as otherwise provided in this section.

"(c) DESIGNATION OF AGENT; RESPONSE TO NOTICE OR PROC-
ESS.—

"(1) DESIGNATION OF AGENT.—The head of each agency
subject to this section shall—

"(A) designate an agent or agents to receive orders
and accept service of process in matters relating to child
support or alimony; and

"(B) annually publish in the Federal Register the des-
ignation of the agent or agents, identified by title or posi-
tion, mailing address, and telephone number.
"(2) RESPONSE TO NOTICE OR PROCESS.—If an agent des-

ignated pursuant to paragraph (1) of this subsection receives
notice pursuant to State procedures in effect pursuant to sub-
section (a)(1) or (b) of section 466, or is effectively served
with any order, process, or interrogatory, with respect to an
individual's child support or alimony payment obligations, the
agent shall—

"(A) as soon as possible (but not later than 15 days)
thereafter, send written notice of the notice or service
(together with a copy of the notice or service) to the individ-
ual at the duty station or last-known home address of
the individual;

"(B) within 30 days (or such longer period as may
be prescribed by applicable State law) after receipt of a
notice pursuant to such State procedures, comply with all
applicable provisions of section 466; and

"(C) within 30 days (or such longer period as may
be prescribed by applicable State law) after effective service
of any other such order, process, or interrogatory, respond
to the order, process, or interrogatory.

"(d) PRIORITY OF CLAIMS—If a governmental entity specified
in subsection (a) receives notice or is served with process, as pro-
vided in this section, concerning amounts owed by an individual
to more than 1 person—

"(1) support collection under section 466(b) must be given
priority over any other process, as provided in section 466(b) (7):
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"(2) allocation of moneys due or payable to an individual
among claimants under section 466(b) shall be governed by
section 466(b) and the regulations prescribed under such sec-
tion; and

"(3) such moneys as remain after compliance with para-
graphs (1) and (2) shall be available to satisfy any other such
processes on a first-come, first-served basis, with any such
process being satisfied out of such moneys as remain after
the satisfaction of all such processes which have been previously
served.
"(e) No REQUIREMENT TO VARY PAY CYCLES—A governmental

entity that is affected by legal process served for the enforcement
of an individual's child support or alimony payment obligations
shall not be required to vary its normal pay and disbursement
cycle in order to comply with the legal process.

"(f) RELIEF FROM LIABILITi.—
"(1) Neither the United States, nor the government of the

District of Columbia, nor any disbursing officer shall be liable
with respect to any payment made from moneys due or payable
from the United States to any individual pursuant to legal
process regular on its face, if the payment is made in accordance
with this section and the regulations issued to carry out this
section.

"(2) No Federal employee whose duties include taking
actions necessary to comply with the requirements of subsection
(a) with regard to any individual shall be subject under any
law to any disciplinary action or civil or criminal liability or
penalty for, or on account of, any disclosure of information
made by the employee in connection with the carrying out
of such actions.
"(g) REGULATI0N5.—Authority to promulgate regulations for the

implementation of this section shall, insofar as this section applies
to moneys due from (or payable by)—

"(1) the United States (other than the legislative or judicial
branches of the Federal Government) or the government of
the District of Columbia, be vested in the President (or the
desinee of the President);

'(2) the legislative branch of the Federal Government, be
vested jointly in the President pro tempore of the Senate and
the Speaker of the House of Representatives (or their des-
ignees), and

"(3) the judicial branch of the Federal Government, be
vested in the Chief Justice of the United States (or the designee
of the Chief Justice).
"(h) MONEYS SUBJECT TO PROCESS.—

"(1) IN GENERAL.—Subject to paragraph (2), moneys paid
or payable to an individual which are considered to be based
upon remuneration for employment, for purposes of this sec-
tion—

"(A) consist of—
"(i) compensation paid or payable for personal serv-

ices of the individual, whether the compensation is
denominated as wages, salary, commission, bonus, pay,
allowances, or otherwise (including severance pay, sick
pay, and incentive pay);

"(ii) periodic benefits (including a periodic benefit
as defined in section 228(h)(3)) or other payments—
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"(I) under the insurance system established
by title II;

"(II) under any other system or fund estab-
lished by the United States which provides for
the payment of pensions, retirement or retired pay,
annuities, dependents' or survivors' benefits, or
similar amounts payable on account of personal
services performed by the individual or any other
individual;

"(III) as compensation for death under any
Federal program;

"(IV) under any Federal program established
to provide black lung' benefits; or

"(V) by the Secretary of Veterans Affairs as
pension, or as compensation for a service-connected
disability or death; and
"(iii) worker's compensation benefits paid under

Federal or State law; but
"(B) do not include any payment—

"(i) by way of reimbursement or otherwise, to
defray expenses incurred by the individual in carrying
out duties associated with the employment of the
individual; or

"(ii) as allowances for members of the uniformed
services payable pursuant to chapter 7 of title 37,
United States Code, as prescribed by the Secretaries
concerned (defined by section 101(5) of such title) as
necessary for the efficient performance of duty.

"(2) CERTAIN AMOUNTS EXCLTJDED.—In determining the
amount of any moneys due from, or payable by, the United
States to any individual, there shall be excluded amounts
which—

"(A) are owed by the individual to the United States;
"(B) are required by law to be, and are, deducted

from the remuneration or other payment involved, includ-
ing Federal employment taxes, and fines and forfeitures
ordered by court-martial;

"(C) are properly withheld for Federal, State, or local
income tax purposes, if the withholding of the amounts
is authorized or required by law and if amounts withheld
are not greater than would be the case if the individual
claimed all dependents to which he was entitled (the
withholding of additional amounts pursuant to section
3402(i) of the Internal Revenue Code of 1986 may be per-
mitted only when the individual presents evidence of a
tax obligation which supports the additional withholding);

"(D) are deducted as health insurance premiums;
"(E) are deducted as normal retirement contributions

(not including amounts deducted for supplementary cov-
erage); or

"(F) are deducted as normal life insurance premiums
from salary or other remuneration for employment (not
including amounts deducted for supplementary coverage).

"(i) DEFINITIONS.—For purposes of this section—
"(1) UNITED STATES.—The term United States' includes

any department, agency, or instrumentality of the legislative,
judicial, or executive branch of the Federal Government, the
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United States Postal Service, the Postal Rate Commission, any
Federal corporation created by an Act of Congress that is wholly
owned by the Federal Government, and the governments of
the territories and possessions of the United States.

"(2) CHILD SUPPORT.—The term child support', when used
in reference to the legal obligations of an individual to provide
such support, means amounts required to be paid under a
judgment, decree, or order, whether temporary, final, or subject
to modification, issued by a court or an administrative agency
of competent jurisdiction, for the support and maintenance
of a child, including a child who has attained the age of majority
under the law of the issuing State, or a child and the parent
with whom the child is living, which provides for monetary
support, health care, arrearages or reimbursement, and which
may include other related costs and fees, interest and penalties,
income withholding, attorney's fees, and other relief.

"(3) ALIMONY.—
"(A) IN GENERAL.—The term alimony', when used in

reference to the legal obligations of an individual to provide
the same, means periodic payments of funds for the support
and maintenance of the spouse (or former spouse) of the
individual, and (subject to and in accordance with State
law) includes separate maintenance, alimony pendente lite,
maintenance, and spousal support, and includes attorney's
fees, interest, and court costs when and to the extent
that the same are expressly made recoverable as such
pursuant to a decree, order, or judgment issued in accord-
ance with applicable State law by a court of competent
jurisdiction.

"(B) EXCEPTIONs.—Such term does not include—
"(i) any child support; or
"(ii) any payment or transfer of property or its

value by an individual to the spouse or a former spouse
of the individual in compliance with any community
property settlement, equitable distribution of property,
or other division of property between spouses or former
spouses.

"(4) PRIVATE PERSON.—The term private person' means
a person who does not have sovereign or other special immunity
or privilege which causes the person not to be subject to legal
process.

"(5) LEGAL PROCESS.—The term 'legal process' means any
writ, order, summons, or other similar process in the nature
of garnishment—

"(A) which is issued by—
"(i) a court or an administrative agency of com-

petent jurisdiction in any State, territory, or possession
of the United States;

"(ii) a court or an administrative agency of com-
petent jurisdiction in any foreign country with which
the United States has entered into an agreement which
requires the United States to honor the process; or

"(iii) an authorized official pursuant to an order
of such a court or an administrative agency of com-
petent jurisdiction or pursuant to State or local law;
and
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"(B) which is directed to, and the purpose of which
is to compel, a governmental entity which holds moneys
which are otherwise payable to an individual to make
a payment from the moneys to another party in order
to satisfy a legal obligation of the individual to provide
child support or make alimony payments.".

(b) CONFORMING AMENDMENTS.—
(1) To PART D OF TITLE IV.—Sections 461 and 462 (42

U.S.C. 661 and 662) are repealed.
(2) To TITLE 5, UNITED STATES CODE.—Section 5520a of

title 5, United States Code, is amended, in subsections (h)(2)
and (i), by striking "sections 459, 461, and 462 of the Social
Security Act (42 U.S.C. 659, 661, and 662)" and inserting 'sec-
tion 459 of the Social Security Act (42 U.S.C. 659)".
(c) MILITARY RETIRED AND RETAINER PAY.—

(1) DEFINITION OF COURT.—Section 1408(a)(1) of title 10,
United States Code, is amended—

(A) by striking "and' at the end of subparagraph (B);
(B) by striking the period at the end of subparagraph

(C) and inserting "; and"; and
(C) by adding after subparagraph (C) the following

new subparagraph:
"(D) any administrative or judicial tribunal of a State

competent to enter orders for support or maintenance
(including a State agency administering a program under
a State plan approved under part D of title IV of the
Social Security Act), and, for purposes of this subparagraph,
the term 'State' includes the District of Columbia, the
Commonwealth of Puerto Rico, the Virgin Islands, Guam,
and American Samoa.".
(2) DEFINITION OF COURT ORDER.—Section 1408(a)(2) of

such title is amended—
(A) by inserting "or a support order, as defined in

section 453(p) of the Social Security Act (42 U.S.C. 653(p)),"
before 'which—";

(B) in subparagraph (B)(i), by striking "(as defined
in section 462(b) of the Social Security Act (42 U.S.C.
662(b)))" and inserting "(as defined in section 459(i)(2) of
the Social Security Act (42 U.S.C. 662(i)(2)))"; and

(C) in subparagraph (B)(ii), by striking "(as defined
in section 462(c) of the Social Security Act (42 U.S.C.
662(c)))" and inserting "(as defined in section 459(i)(3) of
the Social Security Act (42 U.S.C. 662(i)(3)))".
(3) PUBLIC PAYEE.—Section 1408(d) of such title is

amended—
(A) in the heading, by inserting "(oR FOR BENEFIT

OF)" before "SPOUSE OR"; and
(B) in paragraph (1), in the 1st sentence, by inserting

"(or for the benefit of such spouse or former spouse to
a State disbursement unit established pursuant to section
454B of the Social Security Act or other public payee des-
ignated by a State, in accordance with part D of title
IV of the Social Security Act, as directed by court order,
or as otherwise directed in accordance with such part D)"
before "in an amount sufficient".
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(4) RELATIONSHIP TO PART D OF TITLE IV.—Section 1408
of such title is amended by adding at the end the following
new subsection:
"0) RELATIONSHIP TO OTHER LAwS.—In any case involving an

order providing for payment of child support (as defined in section
459(i)(2) of the Social Security Act) by a member who has never
been married to the other parent of the child, the provisions of
this section shall not apply, and the case shall be subject to the
provisions of section 459 of such Act.".

(d) EFFECTIVE DATE.—The amendments made by this section
shall become effective 6 months after the date of the enactment
of this Act.

SEC. 12363. ENFORCEMENT OF CHILD SUPPORT OBLIGATIONS OF MEM-
BERS OF THE ARMED FORCES.

(a) AVAILABILITY OF LOCATOR INFORMATION.—
(1) MAINTENANCE OF ADDRESS INFORMATION.—The Sec-

retary of Defense shall establish a centralized personnel locator
service that includes the address of each member of the Armed
Forces under the jurisdiction of the Secretary. Upon request
of the Secretary of Transportation, addresses for members of
the Coast Guard shall be included in the centralized personnel
locator service.

(2) TYPE OF ADDRESS.—
(A) RESIDENTIAL ADDRESS.—Except as provided in

subparagraph (B), the address for a member of the Armed
Forces shown in the locator service shall be the residential
address of that member.

(B) DUTY ADDRESS.—The address for a member of the
Armed Forces shown in the locator service shall be the
duty address of that member in the case of a member—

(i) who is permanently assigned overseas, to a
vessel, or to a routinely deployable unit: or

(ii) with respect to whom the Secretary concerned
makes a determination that the member's residential
address should not be disclosed due to national security
or safety concerns.

(3) UPDATING OF LOCATOR INFORMATION.—Within 30 days
after a member listed in the locator service establishes a new
residential address (or a new duty address, in the case of
a member covered by paragraph (2)(B)), the Secretary concerned
shall update the locator service to indicate the new address
of the member.

(4) AVAILABILITY OF INFORMATION.—The Secretary of
Defense shall make information regarding the address of a
member of the Armed Forces listed in the locator service avail-
able, on request, to the Federal Parent Locator Service estab-
lished under section 453 of the Social Security Act.
(b) FACILITATING GRANTING OF LEAVE FOR ATTENDANCE AT

HEARINGS.—
(1) REGULATIONS.—The Secretary of each military depart-

ment, and the Secretary of Transportation with respect to the
Coast Guard when it is not operating as a service in the
Navy, shall prescribe regulations to facilitate the granting of
leave to a member of the Armed Forces under the jurisdiction
of that Secretary in a case in which—
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(A) the leave is needed for the member to attend a
hearing described in paragraph (2);

(B) the member is not serving in or with a unit
deployed in a contingency operation (as defined in section
101 of title 10, United States Code); and

(C) the exigencies of military service (as determined
by the Secretary concerned) do not otherwise require that
such leave not be granted.
(2) COVERED HEARINGS.-—Paragraph (1) applies to a hearing

that is conducted by a court or pursuant to an administrative
process established under State law, in connection with a civil
action—

(A) to determine whether a member of the Armed
Forces is a natural parent of a child; or

(B) to determine an obligation of a member of the
Armed Forces to provide child support.
(3) DEFINITIONS.—For purposes of this subsection—

(A) The term "court' has the meaning given that term
in section 1408(a) of title 10, United States Code.

(B) The term "child support" has the meaning given
such term in section 459(i) of the Social Security Act (42
U.S.C. 659(i)).

(c) PAYMENT OF MILITARY RETIRED PAY IN COMPLIANCE WITH
CHILD SUPPORT ORDERS.—

(1) DATE OF CERTIFICATION OF COURT ORDER.—Section 1408
of title 10, United States Code, as amended by section 362(c)(4)
of this Act, is amended—

(A) by redesignating subsections (i) and (j) as sub-
sections (j) and (k), respectively; and

(B) by inserting after subsection (h) the following new
subsection:

"(i) CERTIFICATION DATE.—It is not necessary that the date
of a certification of the authenticity or completeness of a copy
of a court order for child support received by the Secretary con-
cerned for the purposes of this section be recent in relation to
the date of receipt by the Secretary.".

(2) PAYMENTS CONSISTENT WITH ASSIGNMENTS OF RIGHTS
TO STATES.—-Section 1408(d)(1) of such title is amended by
inserting after the 1st sentence the following new sentence:
"In the case of a spouse or former spouse who, pursuant to
section 407(a) (4) of the Social Security Act (42 U.S.C. 607(a) (4)),
assigns to a State the rights of the spouse or former spouse
to receive support, the Secretary concerned may make the
child support payments referred to in the preceding sentence
to that State in amounts consistent with that assignment of
rights.".

(3) ARREARAGES OWED BY MEMBERS OF THE UNIFORMED
SERVICES—Section 1408(d) of such title is amended by adding
at the end the following new paragraph:
"(6) In the case of a court order for which effective service

is made on the Secretary concerned on or after the date of the
enactment of this paragraph and which provides for payments
from the disposable retired pay of a member to satisfy the amount
of child support set forth in the order, the authority provided
in paragraph (1) to make payments from the disposable retired
pay of a member to satisfy the amount of child support set forth
in a court order shall apply to payment of any amount of child
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support arrearages set forth in that order as well as to amounts
of child support that currently become due.".

(4) PAYROLL DEDUCTIONS.—The Secretary of Defense shall
begin payroll deductions within 30 days after receiving notice
of withholding, or for the 1st pay period that begins after
such 30-day period.

SEC. 12364. VOIDING OF FRAUDULENT TRANSFERS.

Section 466 (42 U.S.C. 666), as amended by section 321 of
this Act, is amended by adding at the end the following new
subsection:

"(g) LAWS VOIDING FRAUDULENT TRANSFERS.—In order to sat-
isfy section 454(20) (A), each State must have in effect—

"(1)(A) the Uniform Fraudulent Conveyance Act of 1981:
'(B) the Uniform Fraudulent Transfer Act of 1984;

or
"(C) another law, specifying indicia of fraud which

create a prima facie case that a debtor transferred income
or property to avoid payment to a child support creditor,
which the Secretary finds affords comparable rights to
child support creditors; and
"(2) procedures under which, in any case in which the

State knows of a transfer by a child support debtor with respect
to which such a prima facie case is established, the State
must—

"(A) seek to void such transfer; or
"(B) obtain a settlement in the best interests of the

child support creditor.".

SEC. 12365. WORK REQUIREMENT FOR PERSONS OWING PAST-DUE
CHILD SUPPORT.

(a) IN GENEIL.—Section 466(a) of the Social Security Act
(42 U.S.C. 666(a)), as amended by sections 12315, 12317(a), and
12323 of this Act, is amended by adding at the end the following
new paragraph:

"(15) PROCEDURES TO ENSURE THAT PERSONS OWING PAST-
DUE SUPPORT WORK OR HAVE A PLAN FOR PAYMENT OF SUCH
SUPPORT.—

"(A) IN GENERAL.—Procedures under which the State
has the authority, in any case in which an individual
owes past-due support with respect to a child receiving
assistance under a State program funded under part A,
to seek a court order that requires the individual to—

"(i) pay such support in accordance with a plan
approved by the court, or, at the option of the State,
a plan approved by the State agency administering
the State program under this part; or

"(ii) if the individual is subject to such a plan
and is not incapacitated, participate in such work
activities (as defined in section 406(d)) as the court,
or, at the option of the State, the State agency admin-
istering the State program under this part, deems
appropriate.
"(B) PAST-DUE SUPPORT DEFINED.—For purposes of

subparagraph (A), the term 'past-due support' means the
amount of a delinquency, determined under a court order,
or an order of an administrative process established under
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State law, for support and maintenance of a child, or of
a child and the parent with whom the child is living.".

(b) CONFORMING AMENDMENT.—The flush paragraph at the end
of section 466(a) (42 U.S.C. 666(a)) is amended by striking "and
(7)" and inserting "(7), and (15)".

SEC. 12366. DEFINITION OF SUPPORT ORDER.

Section 453 (42 U.S.C. 653) as amended by sections 12316
and 12345(b) of this Act, is amended by adding at the end the
following new subsection:

"(p) SUPPORT ORDER DEFINED.—A5 used in this part, the term
'support order' means a judgment, decree, or order, whether tem-
porary, final, or subject to modification, issued by a court or an
administrative agency of competent jurisdiction, for the support
and maintenance of a child, including a child who has attained
the age of majority under the law of the issuing State, or a child
and the parent with whom the child is living, which provides
for monetary support, health care, arrearages, or reimbursement,
and which may include related costs and fees, interest and penalties,
income withholding, attorneys' fees, and other relief.".

SEC. 12367. REPORTING ARREARAGES TO CREDIT BUREAUS.

Section 466(a)(7) (42 U.S.C. 666(a)(7)) is amended to read as
follows:

"(7) REPORTING ARREARAGES TO CREDIT BUREAUS.—
"(A) IN GENERAL.—Procedures (subject to safeguards

pursuant to subparagraph (B)) requiring the State to report
periodically to consumer reporting agencies (as defined in
section 603(f) of the Fair Credit Reporting Act (15 U.S.C.
168 la(f)) the name of any noncustodial parent who is delin-
quent in the payment of support, and the amount of over-
due support owed by such parent.

"(B) SAFEGUARDs.—Procedures ensuring that, in carry-
ing out subparagraph (A), information with respect to a
noncustodial parent is reported—

'(i) only after such parent has been afforded all
due process required under State law, including notice
and a reasonable opportunity to contest the accuracy
of such information; and

"(ii) only to an entity that has furnished evidence
satisfactory to the State that the entity is a consumer
reporting agency (as so defined)

SEC. 12368. LIENS.

Section 466(a)(4) (42 U.S.C. 66&(a)(4)) is amended to read as
follows:

"(4) LIENs.—Procedures under which—
"(A) liens arise by operation of law against real and

personal property for amounts of overdue support owed
by a noncustodial parent who resides or owns property
in the State; and

"(B) the State accords full faith and credit to liens
described in subparagraph (A) arising in another State,
without registration of the underlying order.".
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SEC. 12369. STATE LAW AUTHORIZING SUSPENSION OF LICENSES.

Section 466(a) (42 U.S.C. 666(a)), as amended by sections 12315,
12317(a), 12323, and 12365 of this Act, is amended by adding
at the end the following:

"(16) AUTHORITY TO WITHHOLD OR SUSPEND LICENSES.—
Procedures under which the State has (and uses in appropriate
cases) authority to withhold or suspend, or to restrict the use
of driver's licenses, professional and occupational licenses, and
recreational licenses of individuals owing overdue support or
failing, after receiving appropriate notice, to comply with
subpoenas or warrants relating to paternity or child support
proceedings.'.

SEC. 12370. INTERNATIONAL CHILD SUPPORT ENFORCEMENT.

(a) AUTHORITY FOR INTERNATIONAL AGREEMENTS.—Part D of
title IV, as amended by section 362(a) of this Act, is amended
by adding after section 459 the following new section:
"SEC. 459A. INTERNATIONAL CHILD SUPPORT ENFORCEMENT.

"(a) AUTHORITY FOR DECLARATIONS.—
"(1) DECLARATION.—The Secretary of State, with the

concurrence of the Secretary of Health and Human Services,
is authorized to declare any foreign country (or a political
subdivision thereof) to be a foreign reciprocating country if
the foreign country has established, or undertakes to establish,
procedures for the establishment and enforcement of duties
of support owed to obligees who are residents of the United
States, and such procedures are substantially in conformity
with the standards prescribed under subsection (b).

(2) REVOCATION.—A declaration with respect to a foreign
country made pursuant to paragraph (1) may be revoked if
the Secretaries of State and Health and Human Services deter-
mine that—

"(A) the procedures established by the foreign nation
regarding the establishment and enforcement of duties of
support have been so changed, or the foreign nation's
implementation of such procedures is so unsatisfactory,
that such procedures do not meet the criteria for such
a declaration; or

"(B) continued operation of the declaration is not
consistent with the purposes of this part.
"(3) FORM OF DECLARATION.—A declaration under para-

graph (1) may be made in the form of an international agree-
ment, in connection with an international agreement or cor-
responding foreign declaration, or on a unilateral basis.
"(b) STANDARDS FOR FOREIGN SUPPORT ENFORCEMENT PROCE-

DURES
"(1) MANDATORY ELEMENTS.—Child support enforcement

procedures of a foreign country which may be the subject of
a declaration pursuant to subsection (a)(1) shall include the
following elements:

"(A) The foreign country (or political subdivision
thereof) has in effect procedures, available to residents
of the United States—

"(i) for establishment of paternity, and for
establishment of orders of support for children and
custodial parents; and
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"(ii) for enforcement of orders to provide support
to children and custodial' parents, including procedures
for collection and appropriate distribution of support
payments under such orders.
"(B) The procedures described in subparagraph (A),

including legal and administrative assistance, are provided
to residents of the United States at no cost.

"(C) An agency of the foreign country is designated
as a Central Authority responsible for—

'(i) facilitating child support enforcement in cases
involving residents of the foreign nation and residents
of the United States; and

"(ii) ensuring compliance with the standards estab-
lished pursuant to this subsection.

"(2) ADDITIONAL ELEMENTS.—The Secretary of Health and
Human Services and the Secretary of State, in consultation
with the States, may establish such additional standards as
may be considered necessary to further the purposes of this
section.
'(c) DESIGNATION OF UNITED STATES CENTRAL AuTHORrrY.—

It shall be the responsibility of the Secretary of Health and Human
Services to facilitate child support enforcement in cases involving
residents of the United States and residents of foreign nations
that are the subject of a declaration under this section, by activities
including—

"(1) development of uniform forms and procedures for use
in such cases;

'(2) notification of foreign reciprocating countries of the
State of residence of individuals sought for support enforcement
purposes, on the basis of information provided by the Federal
Parent Locator Service; and

"(3) such other oversight, assistance, and coordination
activities as the Secretary may find necessary and appropriate.
"(d) EFFECT ON OTHER LAws.—States may enter into reciprocal

arrangements for the establishment and enforcement of child sup-
port obligations with foreign countries that are not the subject
of a declaration pursuant to subsection (a), to the extent consistent
with Federal law.".

(b) STATE PLAN REQUIREMENT.—Section 454 (42 U.S.C. 654),
as amended by sections 12301(b), 12303(a), 12312(b), 12313(a),
12333, and 12343(b) of this Act, is amended—

(1) by striking "and" at the end of paragraph (29);
(2) by striking the period at the end of paragraph (30)

and inserting "; and"; and
(3) by adding after paragraph (30) the following new para-

graph:
"(31)(A) provide that any request for services under this

part by a foreign reciprocating country or a foreign country
with which the State has an arrangement described in section
459A(d) (2) shall be treated as a request by a State;

"(B) provide, at State option, notwithstanding paragraph
(4) or any other provision of this part, for services under the
plan for enforcement of a spousal support order not described
in paragraph (4)(B) entered by such a country (or subdivision);
and

"(C) provide that no applications will be required from,
and no costs will be assessed for such services against, the
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foreign reciprocating country or foreign obligee (but costs may
at State option be assessed against the obligor).".

SEC. 12371. FINANCIAL INSTITUTION DATA MATCHES.

Section 466(a) (42 U.S.C. 666(a)), as amended by sections 12315,
12317(a), 12323, 12365, and 12369 of this Act, is amended by
adding at the end the following new paragraph:

"(17) FINANCIAL INSTITUTION DATA MATCHES.—-
"(A) IN GENERAL.—Procedures under which the State

agency shall enter into agreements with financial institu-
tions doing business in the State—

"(i) to develop and operate, in coordination with
such financial institutions, a data match system, using
automated data exchanges to the maximum extent fea-
sible, in which each such financial institution is
required to provide for each calendar quarter the name,
record address, social security number or other tax-
payer identification number, and other identifying
information for each noncustodial parent who main-
tains an account at such institution and who owes
past-due support, as identified by the State by name
and social security number or other taxpayer identifica-
tion number; and

"(ii) in response to a notice of lien or levy, encum-
ber or surrender, as the case may be, assets held
by such institution on behalf of any noncustodial parent
who is subject to a child support lien pursuant to
paragraph (4).
"(B) REASONABLE FEES.—The State agency may pay

a reasonable fee to a financial institution for conducting
the data match provided for in subparagraph (A)(i), not
to exceed the actual costs incurred by such financial institu-
tion.

"(C) LIABILITY.—A financial institution shall not be
liable under any Federal or State law to any person—

"(i) for any disclosure of information to the State
agency under subparagraph (A) (i);

"(ii) for encumbering or surrendering any assets
held by such financial institution in response to a
notice of lien or levy issued by the State agency as
provided for in subparagraph (A) (ii); or

"(iii) for any other action taken in good faith to
comply with the requirements of subparagraph (A).
"(D) DEFINITIONS.—FOr purposes of this paragraph—

"(i) FINANCIAL INSTITUTION.—The term 'financial
institution' means any Federal or State commercial
savings bank, including savings association or coopera-
tive bank, Federal- or State-chartered credit union,
benefit association, insurance company, safe deposit
company, money-market mutual fund, or any similar
entity authorized to do business in the State; and

"(ii) ACCOUNT.—The term 'account' means a
demand deposit account, checking or negotiable with-
drawal order account, savings account, time deposit
account, or money-market mutual fund account.".
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SEC. 12372. ENFORCEMENT OF ORDERS AGAINST PATERNAL OR
MATERNAL GRANDPARENTS IN CASES OF MINOR PAR-
ENTS.

Section 466(a) (42 U.S.C. 666(a)), as amended by sections 12315,
12317(a), 12323, 12365, 12369, and 12371 of this Act, is amended
by adding at the end the following new paragraph:

"(18) ENFORCEMENT OF ORDERS AGAINST PATERNAL OR
MATER1NAL GRANDPARENT5.—Procedures under which, at the
State's option, any child support order enforced under this
part with respect to a child of minor parents, if the custodial
parents of such child are receiving assistance under the State
program under part A, shall be enforceable, jointly and sever-
ally, against the parents of the noncustodial parents of such
child.".

CHAPTER 8—MEDICAL SUPPORT

SEC. 12376. CORRECTION TO ERISA DEFINITION OF MEDICAL CHILD
SUPPORT ORDER.

(a) IN GENEiL.—Section 609(a)(2)(B) of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C. 1169(a)(2)(B)) is
amended—

(1) by striking "issued by a court of competent jurisdiction";
(2) by striking the period at the end of clause (ii) and

inserting a comma; and
(3) by adding, after and below clause (ii), the following:
"if such judgment, decree, or order (I) is issued by a court
of competent jurisdiction or (II) is issued through an
administrative process established under State law and
has the force and effect of law under applicable State
law.".

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by this section

shall take effect on the date of the enactment of this Act.
(2) PLAN AMENDMENTS NOT REQUIRED UNTIL JANUARY 1,

1996.—Any amendment to a plan required to be made by an
amendment made by this section shall not be required to be
made before the 1st plan year beginning on or after January
1, 1996, if—

(A) during the period after the date before the date
of the enactment of this Act and before such 1st plan
year, the plan is operated in accordance with the require-
ments of the amendments made by this section; and

(B) such plan amendment applies retroactively to the
period after the date before the date of the enactment
of this Act and before such 1st plan year.

A plan shall not be treated as failing to be operated in accord-
ance with the provisions of the plan merely because it operates
in accordance with this paragraph.

SEC. 12377. ENFORCEMENT OF ORDERS FOR HEALTH CARE COVERAGE.

Section 466(a) (42 U.S.C. 666(a)), as amended by sections 12315,
12317(a), 12323, 12365, 12369, 12371, and 12372 of this Act, is
amended by adding at the end the followin&new paragraph:

"(19) HEALTH CARE COVERAGE.—Procedures under which
all child support orders enforced pursuant to this part shall
include a provision for the health care coverage of the child,
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and in the case in which a noncustodial parent provides such
coverage and changes employment, and the new employer pro-
vides health care coverage, the State agency shall transfer
notice of the provision to the employer, which notice shall
operate to enroll the child in the noncustodial parent's health
plan, unless the noncustodial parent contests the notice.".

CHAPTER 9—ENHANCING RESPONSIBILITY AND
OPPORTUNITY FOR NON-RESIDENTIAL PARENTS

SEC. 12381. GRANTS TO STATES FOR ACCESS AND VISITATION PRO-
GRAMS.

Part D of title IV (42 U.S.C. 651—669) is amended by adding
at the end the following:
"SEC. 469A. GRANTS TO STATES FOR ACCESS AND VISITATION PRO-

GRAMS.

"(a) IN GENERAL.—The Administration for Children and Fami-
lies shall make grants under this section to enable States to estab-
lish and administer programs to support and facilitate noncustodial
parents' access to and visitation of their children, by means of
activities including mediation (both voluntary and mandatory),
counseling, education, development of parenting plans, visitation
enforcement (including monitoring, supervision and neutral drop-
off and pickup), and development of guidelines for visitation and
alternative custody arrangements.

"(b) AMOUNT OF GRNT.—The amount of the grant to be made
to a State under this section for a fiscal year shall be an amount
equal to the lesser of—

"(1) 90 percent of State expenditures during the fiscal
year for activities described in subsection (a); or

"(2) the allotment of the State under subsection (c) for
the fiscal year.
"(c) ALLOTMENTS TO STATES.—

"(1) IN GENERAL.—The allotment of a State for a fiscal
year is the amount that bears the same ratio to the amount
appropriated for grants under this section for the fiscal year
as the number of children in the State living with only 1

biological parent bears to the total number of such children
in all States.

"(2) MINIMUM ALLOTMENT.—The Administration for Chil-
dren and Families shall adjust allotments to States under para-
graph (1) as necessary to ensure that no State is allotted
less than—

"(A) $50,000 for fiscal year 1996 or 1997; or
"(B) $100,000 for any succeeding fiscal year.

"(d) No SUPPLANTATION OF STATE EXPENDITURES FOR SIMILAR
ACTIvITIES.—A State to which a grant is made under this section
may not use the grant to supplant expenditures by the State for
activities specified in subsection (a), but shall use the grant to
supplement such expenditures at a level at least equal to the
level of such expenditures for fiscal year 1995.

"(e) STATE ADMINISTRATION.—Each State to which a grant is
made under this section—

"(1) may administer State programs funded with the grant,
directly or through grants to or contracts with courts, local
public agencies, or non-profit private entities;
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'(2) shall not be required to operate such programs on
a statewide basis; and

"(3) shall monitor, evaluate, and report on such programs
in accordance with regulations prescribed by the Secretary.".

CHAPTER 10—EFFECT OF ENACTMENT

SEC. 12391. EFFECTIVE DATES.

(a) IN GENERAL.—EXcept as otherwise specifically provided (but
subject to subsections (b) and (c))—

(1) the provisions of this subtitle requiring the enactment
or amendment of State laws under section 466 of the Social
Security Act, or revision of State plans under section 454 of
such Act, shall be effective with respect to periods beginning
on and after October 1, 1996; and

(2) all other provisions of this subtitle shall become effective
upon the date of the enactment of this Act.
(b) GRACE PERIoD FOR STATE LAW CHANGEs.—The provisions

of this subtitle shall become effective with respect to a State on
the later of—

(1) the date specified in this subtitle, or
(2) the effective date of laws enacted by the legislature

of such State implementing such provisions,
but in no event later than the 1st day of the 1st calendar quarter
beginning after the close of the 1st regular session of the State
legislature that begins after the date of the enactment of this
Act. For purposes of the previous sentence, in the case of a State
that has a 2-year legislative session, each year of such session
shall be deemed to be a separate regular session of the State
legislature.

(c) GRACE PERIOD FOR STATE CONSTITUTIONAL AMENDMENT.—
A State shall not be found out of compliance with any requirement
enacted by this subtitle if the State is unable to so comply without
amending the State constitution until the earlier of—

(1) 1 year after the effective date of the necessary State
constitutional amendment; or

(2) 5 years after the date of the enactment of this Act.

Subtitle D—Restricting Welfare and Public
Benefits for Aliens

CHAPTER 1—ELIGIBILITY FOR FEDERAL BENEFITS

SEC. 12401. ALIENS WHO ARE NOT QUALIFIED ALIENS INELIGIBLE
FOR FEDERAL PUBLIC BENEFITS.

(a) IN GENERAL.—Notwithstanding any other provision of law
and except as provided in subsection (b), an alien who is not
a qualified alien (as defined in section 12431) is not eligible for
any Federal public benefit (as defined in subsection (c)).

(b) ExCEPrIONS.—Subsection (a) shall not apply with respect
to the following Federal public benefits:

(1) Emergency medical services under title XIX or XXI
of the Social Security Act.

(2) Short-term, non-cash, in-kind emergency disaster relief.
(3) (A) Public health assistance for immunizations.
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(B) Public health assistance for testing and treatment of
a serious communicable disease if the Secretary of Health and
Human Services determines that it is necessary to prevent
the spread of such disease.

(4) Programs, services, or assistance (such as soup kitchens,
crisis counseling and intervention, and short-term shelter)
specified by the Attorney General, in the Attorney General's
sole and unreviewable discretion after consultation with appro-
priate Federal agencies and departments, which (A) deliver
in-kind services at the community level, including through pub-
lic or private nonprofit agencies; (B) do not condition the provi-
sion of assistance, the amount of assistance provided, or the
cost of assistance provided on the individual recipient's income
or resources; and (C) are necessary for the protection of life
or safety.

(5) Programs for housing or community development assist-
ance or financial assistance administered by the Secretary of
Housing and Urban Development, any program under title
V of the Housing Act of 1949, or any assistance under section
306C of the Consolidated Farm and Rural Development Act,
to the extent that the alien is receiving such a benefit on
the date of the enactment of this Act.
(c) FEDERAL PUBLIC BENEFIT DEFINED.—

(1) Except as provided in paragraph (2), for purposes of
this subtitle, the term "Federal public benefit" means a Federal
public benefit providing direct spending for—

(A) any grant, contract, loan, professional license, or
commercial license provided by an agency of the United
States or by appropriated funds of the United States; and

(B) any retirement, welfare, health, disability, public
or assisted housing, post-secondary education, food assist-
ance, unemployment benefit, or any other similar benefit
for which payments or assistance are provided to an
individual, household, or family eligibility unit by an
agency of the United States or by appropriated funds of
the United States.
(2) Such term shall not apply—

(A) to any contract, professional license, or commercial
license for a nonimmigrant whose visa for entry is related
to such employment in the United States; or

(B) with respect to benefits for an alien who as a
work authorized nonimmigrant or as an alien lawfully
admitted for permanent residence under the Immigration
and Nationality Act qualified for such benefits and for
whom the United States under reciprocal treaty agree-
ments is required to pay benefits, as determined by the
Attorney General, after consultation with the Secretary
of State.

SEC. 12402. LIMITED ELIGIBILITY OF CERTAIN QUALIFIED ALIENS FOR
CERTAIN FEDERAL PROGRAMS.

(a) LIMITED ELIGIBILITY FOR SPECIFIED FEDERAL PROGRAMS.—
(1) IN GENERAL.—Notwithstanding any other provision of

law and except as provided in paragraph (2), an alien who
is a qualified alien (as defined in section 12431) is not eligible
for any specified Federal program (as defined in paragraph
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(2) EXCEPTIONS.—
(A) TIME-LIMITED EXCEPTION FOR REFUGEES AND

ASYLEES.—Paragraph (1) shall not apply to an alien until
5 years after the date—

(i) an alien is admitted to the United States as
a refugee under section 207 of the Immigration and
Nationality Act:

(ii) an alien is granted asylum under section 208
of such Act; or

(iii) an alien's deportation is withheld under sec-
tion 243(h) of such Act.
(B) CERTAIN PERMANENT RESIDENT ALIENS.—Paragraph

(1) shall not apply to an alien who—
(i) is lawfully admitted to the United States for

permanent residence under the Immigration and
Nationality Act; and

(ii)(I) has worked 40 qualifying quarters of cov-
erage as defined under title II of the Social Security
Act, and (II) did not receive any Federal means-tested
public benefit (as defined in section 12403(c)) during
any such quarter.
(C) VETERAN AND ACTIVE DUTY EXCEPTION.—Paragraph

(1) shall not apply to an alien who is lawfully residing
in any State and is—

(i) a veteran (as defined in section 101 of title
38, United States Code) with a discharge characterized
as an honorable discharge and not on account of
alienage,

(ii) on active duty (other than active duty for train-
ing) in the Armed Forces of the United States, or

(iii) the spouse or unmarried dependent child of
an individual described in clause (i) or (ii).
(D) TRANSITION FOR ALIENS CURRENTLY RECEIVING

BENEFITS.—Paragraph (1) shall apply to the eligibility of
an alien for a program for months beginning on or after
January 1, 1997, if, on the date of the enactment of this
Act, the alien is lawfully residing in any State and is
receiving benefits under such program on the date of the
enactment of this Act.
(3) SPECIFIED FEDERAL PROGRAM DEFINED.—For purposes

of this subtitle, the term "specified Federal program" means
any of the following:

(A) SSI.—The supplemental security income program
under title XVI of the Social Security Act.

(B) FOOD STAMPS—The food stamp program as defined
in section 3(h) of the Food Stamp Act of 1977.

(b) LIMITED ELIGIBILITY FOR DESIGNATED FEDERAL PRO-
GRAMS.—

(1) IN CENERAL.—Notwithstanding any other provision of
law and except as provided in section 12403 and paragraph
(2), a State is authorized to determine the eligibility of an
alien who is a qualified alien (as defined in section 12431)
for any designated Federal program (as defined in paragraph

(2) EXCEPTIONS.—Qualified aliens under this paragraph
shall be eligible for any designated Federal program.
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(A) TIME-LIMITED EXCEPTION FOR REFUGEES AND
ASYLEES.—

(i) An alien who is admitted to the United States
as a refugee under section 207 of the Immigration
and Nationality Act until 5 years after the date of
an alien's entry into the United States.

(ii) An alien who is granted asylum under section
208 of such Act until 5 years after the date of such
grant of asylum.

(iii) An alien whose deportation is being withheld
under section 243(h) of such Act until 5 years after
such withholding.
(B) CERTAIN PERMANENT RESIDENT ALIENS.—An alien

who—
(i) is lawfully admitted to the United States for

permanent residence under the Immigration and
Nationality Act; and

(ii)(I) has worked 40 qualifying quarters of cov-
erage to be a fully insured individual for old-age retire-
ment benefits under title U of the Social Security Act,
(II) did not receive any Federal means-tested public
benefit (as defined in section 12403(c)) during any such
quarter, and (III) at the time of application is otherwise
eligible for such benefits.
(C) VETERAN AND ACTIVE DUTY EXCEPTION.—An alien

who is lawfully residing in any State and is—
(i) a veteran (as defined in section 101 of title

38, United States Code) with a discharge characterized
as an honorable discharge and not on account of
alienage,

(ii) on active duty (other than active duty for train-
ing) in the Armed Forces of the United States, or

(iii) the spouse or unmarried dependent child of
an individual described in clause (i) or (ii).
(D) TRANSITION FOR THOSE CURRENTLY RECEIVING

BENEFITS.—An alien who on the date of the enactment
of this Act is lawfully residing in any State and is receiving
benefits under such program on the date of the enactment
of this Act shall continue to be eligible to receive such
benefits until January 1, 1997.
(3) DESIGNATED FEDERAL PROGRAM DEFINED.—For purposes

of this subtitle, the term "designated Federal program" means
any of the following:

(A) TEMPORARY ASSISTANCE FOR NEEDY FAMILIES.—The
program of block grants to States for temporary assistance
for needy families under part A of title IV of the Social
Security Act.

(B) SOCIAL SERVICES BLOCK GRANT.—The program of
block grants to States for social services under title XX
of the Social Security Act.

(C) MEDICAID AND MEDIGRANT.—The program of medi-
cal assistance under title XIX and XXI of the Social Security
Act.
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SEC. 12403. FIVE-YEAR LIMITED ELIGIBILITY OF QUALIFIED ALIENS
FOR FEDERAL MEANS-TESTED PUBLIC BENEFIT.

(a) IN CENErL.—Notwithstanding any other provision of law
and except as provided in subsection (b), an alien who is a qualified
alien (as defined in section 12431) and who enters the United
States on or after the date of the enactment of this Act is not
eligible for any Federal means-tested public benefit (as defined
in subsection (c)) for a period of five years beginning on the date
of the alien's entry into the United States with a status within
the meaning of the term 'qualified alien".

(b) ExCEPTIONS.—The limitation under subsection (a) shall not
apply to the following aliens:

(1) EXCEPTION FOR REFUGEES AND ASYLEES.—
(A) An alien who is admitted to the United States

as a refugee under section 207 of the Immigration and
Nationality Act.

(B) An alien who is granted asylum under section
208 of such Act.

(C) An alien whose deportation is being withheld under
section 243(h) of such Act.
(2) VETERAN AND ACTIVE DUTY EXCEPTION.—An alien who

is lawfully residing in any State and is—
(A) a veteran (as defined in section 101 of title 38,

United States Code) with a discharge characterized as an
honorable discharge and not on account of alienage,

(B) on active duty (other than active duty for training)
in the Armed Forces of the United States, or

(C) the spouse or unmarried dependent child of an
individual described in subparagraph (A) or (B).

(c) FEDERAL MEANS-TESTED PUBLIC BENEFIT DEFINED.—
(1) Except as provided in paragraph (2), for purposes of

this subtitle, the term "Federal means-tested public benefit"
means a Federal public benefit providing direct spending
(including cash, medical, housing, and food assistance and socjal
services) by the Federal Government in which the eligibility
of an individual, household, or family eligibility unit for bene-
fits, or the amount of such benefits, or both are determined
on the basis of income, resources, or financial need of the
individual, household, or unit.

(2) Such term does not include the following:
(A) Emergency medical services under title XIX or

XXI of the Social Security Act.
(B) Short-term, non-cash, in-kind emergency disaster

relief.
(C) Assistance or benefits under the National School

Lunch Act.
(D) Assistance or benefits under the Child Nutrition

Act of 1966.
(E) (i) Public health assistance for immunizations.
(ii) Public health assistance for testing and treatment

of a serious communicable disease if the Secretary of Health
and Human Services determines that it is necessary to
prevent the spread of such disease.

(F) Payments for foster care and adoption assistance
under part B of title IV of the Social Security Act for
a child who would, in the absence of subsection (a), be
eligible to have such payments made on the child's behalf
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under such part, but only if the foster or adoptive parent
or parents of such child are not described under subsection
(a).

(G) Programs, services, or assistance (such as soup
kitchens, crisis counseling and intervention, and short-term
shelter) specified by the Attorney General, in the Attorney
General's sole and unreviewable discretion after consulta-
tion with appropriate Federal agencies and departments,
which (i) deliver in-kind services at the community level,
including through public or private nonprofit agencies; (ii)
do not condition the provision of assistance, the amount
of assistance provided, or the cost of assistance provided
on the individual recipient's income or resources; and (iii)
are necessary for the protection of life or safety.

(H) Programs of student assistance under titles IV,
V, IX, and X of the Higher Education Act of 1965.

(I) Means-tested programs under the Elementary and
Secondary Education Act of 1965.

CHAPTER 2—ATTRIBUTION OF INCOME AND
AFFIDAVITS OF SUPPORT

SEC. 12421. A11RJBUTION OF SPONSOR'S INCOME AND RESOURCES
TO ALIEN.

(a) IN GENERAL.—Notwithstanding any other provision of law
and except as provided in subsection (c), in determining the eligi-
bility and the amount of benefits of an alien for any means-tested
public benefits program (as defined in subsection (e)) the income
and resources of the alien shall be deemed to include the following:

(1) The income and resources of any person who executed
an affidavit of support pursuant to section 213A of the Immigra-
tion and Nationality Act (as added by section 12422) on behalf
of such alien.

(2) The income and resources of the spouse (if any) of
the person.
(b) APPLICATION—Subsection (a) shall apply with respect to

an alien until such time as the alien achieves United States citizen-
ship through naturalization pursuant to chapter 2 of title III of
the Immigration and Nationality Act.

(c) ExcEPTIONs.—Subsection (a) shall not apply with respect
to the following Federal public benefits:

(1) Emergency medical services under title XIX or XXI
of the Social Security Act.

(2) Short-term, non-cash, in-kind emergency disaster relief.
(3) Assistance or benefits under the National School Lunch

Act.
(4) Assistance or benefits under the Child Nutrition Act

of 1966.
(5)(A) Public health assistance for immunizations.
(B) Public health assistance for testing and treatment of

a serious communicable disease if the Secretary of Health and
Human Services determines that it is necessary to prevent
the spread of such disease.

(6) Payments for foster care and adoption assistance under
part B of title IV of the Social Security Act for a child who
would, in the absence of subsection (a), be eligible to have
such payments made on the child's behalf under such part,
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but only if the foster or adoptive parent or parents of such
child are not described under subsection (a).

(7) Programs, services, or assistance (such as soup kitchens,
crisis counseling and intervention, and short-term shelter)
specified by the Attorney General, in the Attorney General's
sole and unreviewable discretion after consultation with appro-
priate Federal agencies and departments, which (A) deliver
in-kind services at the community level, including through pub-
lic or private nonprofit agencies; (B) do not condition the provi-
sion of assistance, the amount of assistance provided, or the
cost of assistance provided on the individual recipient's income
or resources; and (C) are necessary for the protection of life
or safety.

(8) Programs of student assistance under titles IV, V, IX,
and X of the Higher Education Act of 1965.
(d) REVIEW OF INCOME ANp RESOURCES OF ALIEN UPON

REAPPLICATION—Whenever an alien is required to reapply for bene-
fits under any means-tested public benefits program, the applicable
agency shall review the income and resources attributed to the
alien under subsection (a).

(e) MEANS-TESTED PUBLIC BENEFITS PROGRAM DEFINED.—The
term "means-tested public benefits program" means a program of
Federal public benefits providing direct spending (including cash,
medical, housing, and food assistance and social services) by the
Federal government in which the eligibility of an individual, house-
hold, or family eligibility unit for benefits, or the amount of such
benefits, or both are determined on the basis of income, resources,
or financial need of the individual, household, or unit.

(f) APPLICATION.—
(1) If on the date of the enactment of this Act, a means-

tested public benefits program attributes a sponsor's income
and resources to an alien in determining the alien's eligibility
and the amount of benefits for an alien, this section shall
apply to any such determination beginning on the day after
the date of the enactment of this Act.

(2) If on the date of the enactment of this Act, a means-
tested public benefits program does not attribute a sponsor's
income and resources to an alien in determining the alien's
eligibility and the amount of benefits for an alien, this section
shall apply to any such determination beginning 180 days after
the date of the enactment of this Act.

SEC. 12422. REQUIREMENTS FOR SPONSOR'S AFFIDAVIT OF SUPPORT.

(a) IN GENERAL.—Title II of the Immigration and Nationality
Act is amended by inserting after section 213 the following new
section:

"REQUIREMENTS FOR SPONSOR'S AFFIDAVIT OF SUPPORT

"SEC. 213A. (a) ENFORCEABILITY.—(1) No affidavit of support
may be accepted by the Attorney General or by any consular officer
to establish that an alien is not excludable as a public charge
under section 212(a)(4) unless such affidavit is executed as a con-
tract—

"(A) which is legally enforceable against the sponsor by
the sponsored alien, the Federal Government, and by any State
(or any political subdivision of such State) which provides any
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means-tested public benefits program, but not later than 10
years after the alien last receives any such benefit;

"(B) in which the sponsor agrees to financially support
the alien, so that the alien will not become a public charge;
and

"(C) in which the sponsor agrees to submit to the jurisdic-
tion of any Federal or State court for the purpose of actions
brought under subsection (e)(2).
"(2) A contract under paragraph (1) shall be enforceable with

respect to benefits provided to the alien until such time as the
alien achieves United States citizenship through naturalization
pursuant to chapter 2 of title III.

"(b) FORMS.—NOt later than 90 days after the date of enactment
of this section, the Attorney General, in consultation with the
Secretary of State and the Secretary of Health and Human Services,
shall formulate an affidavit of support consistent with the provisions
of this section.

"(c) REMEDIES.—Remedies available to enforce an affidavit of
support under this section include any or all of the remedies
described in section 3201, 3203, 3204, or 3205 of title 28, United
States Code, as well as an order for specific performance and
payment of legal fees and other costs of collection, and include
corresponding remedies available under State law. A Federal agency
may seek to collect amounts owed under this section in accordance
with the provisions of subchapter II of chapter 37 of title 31,
United States Code.

"(d) NoTIFIcATIoN OF CHANGE OF ADDRESS.—
"(1) IN GENERAL.—The sponsor shall notify the Attorney

General and the State in which the sponsored alien is currently
a resident within 30 days of any change of address of the
sponsor during the period specified in subsection (a)(2).

"(2) PENALTY.—Any person subject to the requirement of
paragraph (1) who fails to satisfy such requirement shall be
subject to a civil penalty of—

"(A) not less than $250 or more than $2,000, or
"(B) if such failure occurs with knowledge that the

alien has received any means-tested public benefit, not
less than $2,000 or more than $5,000.

"(e) REIMBURSEMENT OF GOVERNMENT ExPENsEs.—(1)(A) Upon
notification that a sponsored alien has received any benefit under
any means-tested public benefits program, the appropriate Federal,
State, or local official shall request reimbursement by the sponsor
in the amount of such assistance.

"(B) The Attorney General, in consultation with the Secretary
of Health and Human Services, shall prescribe such regulations
as may be necessary to carry out subparagraph (A).

"(2) If within 45 days after requesting reimbursement, the
appropriate Federal, State, or local agency has not received a
response from the sponsor indicating a willingness to commence
payments, an action may be brought against the sponsor pursuant
to the affidavit of support.

"(3) If the sponsor fails to abide by the repayment terms estab-
lished by such agency, the agency may, within 60 days of such
failure, bring an action against the sponsor pursuant to the affidavit
of support.
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"(4) No cause of action may be brought under this subsection
later than 10 years after the alien last received any benefit under
any means-tested public benefits program.

"(5) If, pursuant to the terms of this subsection, a Federal,
State, or local agency requests reimbursement from the sponsor
in the amount of assistance provided, or brings an action against
the sponsor pursuant to the affidavit of support, the appropriate
agency may appoint or hire an individual or other person to act
on behalf of such agency acting under the authority of law for
purposes of collecting any moneys owed. Nothing in this subsection
shall preclude any appropriate Federal, State, or local agency from
directly requesting reimbursement from a sponsor for the amount
of assistance provided, or from bringing an action against a sponsor
pursuant to an affidavit of support.

"(0 DEFINITIoNS—For the purposes of this section—
"(1) SPoNSOR—The term 'sponsor' means an individual

who—
"(A) is a citizen or national of the United States or

an alien who is lawfully admitted to the United States
for permanent residence;

"(B) is 18 years of age or over;
"(C) is domiciled in any State; and
"CD) is the person petitioning for the admission of

the alien under section 204.
"(2) MEANS-TESTED PUBLIC BENEFITS PROGRAM DEFINED—

The term 'means-tested public benefits program' means a pro-
gram of Federal public benefits providing direct spending
(including cash, medical, housing, and food assistance and socIal
services) by the Federal Government in which the eligibility
of an individual, household, or family eligibility unit for bene-
fits, or the amount of such benefits, or both are determined
on the basis of income, resources, or financial need of the
individual, household, or unit.".
(b) CLERICAL AMENDMENT.—The table of contents of such Act

is amended by inserting after the item relating to section 213
the following:

"Sec. 213A. Requirements for sponsor's affidavit of support.".

(c) EFFECTIVE DATE.—Subsection (a) of section 213A of the
Immigration and Nationality Act, as inserted by subsection (a)
of this section, shall apply to affidavits of support executed on
or after a date specified by the Attorney General, which date
shall be not earlier than 60 days (and not later than 90 days)
after the date the Attorney General formulates the form for such
affidavits under subsection (b) of such section.

(d) BENEFITS NOT SUBJECT TO REIMBuRSEMENT.—Requirements
for reimbursement by a sponsor for benefits provided to a sponsored
alien pursuant to an affidavit of support under section 213A of
the Immigration and Nationality Act shall not apply with respect
to the following:

(1) Emergency medical services under title XIX or XXI
of the Social Security Act.

(2) Short-term, non-cash, in-kind emergency disaster relief.
(3) Assistance or benefits under the National School Lunch

Act.
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(4) Assistance or benefits under the Child Nutrition Act
of 1966.

(5) (A) Public health assistance for immunizations.
(B) Public health assistance for testing and treatment of

a serious communicable disease if the Secretary of Health and
Human Services determines that it is necessary to prevent
the spread of such disease.

(6) Payments for foster care and adoption assistance under
part B of title IV of the Social Security Act for a child who
would, in the absence of subsection (a), be eligible to have
such payments made on the child's behalf under such part,
but only if the foster or adoptive parent or parents of such
child are not described under subsection (a).

(7) Programs, services, or assistance (such as soup kitchens,
crisis counseling and intervention, and short-term shelter)
specified by the Attorney General, in the Attorney General's
sole and unreviewable discretion after consultation with appro-
priate Federal agencies and departments, which (A) deliver
in-kind services at the community level, including through pub-
lic or private nonprofit agencies; (B) do not condition the provi-
sion of assistance, the amount of assistance provided, or the
cost of assistance provided on the individual recipient's income
or resources; and (C) are necessary for the protection of life
or safety.

(8) Programs of student assistance under titles IV, V, IX,
and X of the Higher Education Act of 1965.

SEC. 12423. COSIGNATURE OF ALIEN STUDENT LOANS.

Section 484(b) of the Higher Education Act of 1965 (20 U.S.C.
1091(b)) is amended by adding at the end the following new para-
graph:

"(6) Notwithstanding sections 427(a) (2) (C), 428B(a),
428C(b)(4)(A), and 464(c)(1)(E), a student who is an alien law-
fully admitted for permanent residence under the Immigration
and Nationality Act shall not be eligible for a loan under
this title unless the loan is endorsed and cosigned by the
alien's sponsor under section 213A of the Immigration and
Nationality Act or by another individual who is a United States
citizen.".

CHAPTER 3—GENERAL PROVISIONS

SEC. 12431. DEFINITIONS.

(a) IN GENERAL.—EXcept as otherwise provided in this subtitle,
the terms used in this subtitle have the same meaning given
such terms in section 101(a) of the Immigration and Nationality
Act.

(b) QUALIFIED ALIEN.—For purposes of this subtitle, the term
"qualified alien" means an alien who, at the time the alien applies
for, receives, or attempts to receive a Federal public benefit, is—

(1) an alien who is lawfully admitted for permanent resi-
dence under the Immigration and Nationality Act,

(2) an alien who is granted asylum under section 208
of such Act,

(3) a refugee who is admitted to the United States under
section 207 of such Act,
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(4) an alien who is paroled into the United States under
section 212(d)(5) of such Act for a period of at least 1 year,

(5) an alien whose deportation is being withheld under
section 243(h) of such Act, or

(6) an alien who is granted conditional entry pursuant
to section 203(a)(7) of such Act as in effect prior to April
1, 1980.

SEC. 12432. REAPPLICATION FOR SSI BENEFITS.

(a) APPLICATION AND NOTICE.—Notwithstanding any other
provision of law, in the case of an individual who is receiving
supplemental security income benefits under title XVI of the Social
Security Act as of the date of the enactment of this Act and
whose eligibility for such benefits would terminate by reason of
the application of section 12402(a)(2)(D), the Commissioner of Social
Security shall so notify the individual not later than 90 days after
the date of the enactment of this Act.

(b) REAPPLICATION.—
(1) IN GENERAL—Not later than 120 days after the date

of the enactment of this Act, each individual notified pursuant
to subsection (a) who desires to reapply for benefits under
title XVI of the Social Security Act shall reapply to the Commis-
sioner of Social Security.

(2) DETERMINATION OF ELIGIBILITY.—Not later than 1 year
after the date of the enactment of this Act, the Commissioner
of Social Security shall determine the eligibility of each individ-
ual who reapplies for benefits under paragraph (1) pursuant
to the procedures of such title XVI.

SEC. 12433. STATUTORY CONSTRUCTION.

(a) LIMITATION.—
(1) Nothing in this subtitle may be construed as an entitle-

ment or a determination of an individual's eligibility or fulfill-
ment of the requisite requirements for any Federal, State,
or local governmental program, assistance, or benefits. For
purposes of this subtitle, eligibility relates only to the general
issue of eligibility or ineligibility on the basis of alienage.

(2) Nothing in this subtitle may be construed as addressing
alien eligibility for a basic public education as determined by
the Supreme Court of the United States under Plyler v. Doe
(457 U.S. 202) (1 982).
(b) NOT APPLICABLE TO FOREIGN ASSISTANCE.—This subtitle

does not apply to any Federal, State, or local governmental program,
assistance, or benefits provided to an alien under any program
of foreign assistance as determined by the Secretary of State jn
consultation with the Attorney General.

(c) SEVERABILITY.—If any provision of this subtitle or the
application of such provision to any person or circumstance is
held to be unconstitutional, the remainder of this subtitle and
the application of the provisions of such to any person or cir-
cumstance shall not be affected thereby.
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authority provided by law regarding the materials specified in such
subsection.

(e) TERMINATION OF DISPOSAL AUTHORITY.—The President may
not use the disposal authority provided in subsection (a)(2) after
the date on which the total amount of receipts specified in subpara-
graph (C) of such subsection is achieved.

(1) DEFINITI0N.—The term "National Defense Stockpile" means
the National Defense Stockpile provided for in section 4 of the
Strategic and Critical Materials Stock Piling Act (50 U.S.C. 98c).

Subtitle C—Child Protection Block Grant
Program and Foster Care and Adoption
Assistance

SEC. 12701. ESTABLISHMENT OF PROGRAM.

Title IV of the Social Security Act (42 U.S.C. 601 et seq.)
is amended by striking subpart 2 of part B and inserting the
following:

"Subpart 2—Block Grants to States for the Protec-
tion of Children and Matching Payments for
Foster Care and Adoption Assistance

"SEC. 430. ELIGIBLE STATES.

"(a) IN GENERAL.—A5 used in this subpart, the term 'eligible
State' means a State that has submitted to the Secretary, not
later than October 1, 1996, and every 3 years thereafter, a plan
which has been signed by the chief executive officer of the State
and that includes the following:

"(1) OUTLINE OF CHILD PROTECTION PROGRAM.—A written
document that outlines the activities the State intends to con-
duct to achieve the child protection goals of the program funded
under this subpart, including the procedures to be used for—

"(A) receiving and assessing reports of child abuse
or neglect;

"(B) investigating such reports;
"(C) with respect to families in which abuse or neglect

has been confirmed, providing services or referral for serv-
ices for families and children where the State makes a
determination that the child may safely remain with the
family;

"(D) protecting children by removing them from dan-
gerous settings and ensuring their placement in a safe
environment;

"(E) providing training for individuals mandated to
report suspected cases of child abuse or neglect;

"(F) protecting children in foster care;
"(G) promoting timely adoptions;
"(H) protecting the rights of families, using adult rel-

atives as the preferred placement for children separated
from their parents where such relatives meet the relevant
State child protection standards;

"(I) providing services to individuals, families, or
communities, either directly or through referral, that are
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aimed at preventing the occurrence of child abuse and
neglect; and

"(J) establishing and responding to citizen review pan-
els under section 434.
"(2) CERTIFICATION OF STATE LAW REQUIRING THE REPORT-

ING OF CHILD ABUSE AND NEGLECT.—A certification that the
State has in effect laws that require public officials and other
professionals to report, in good faith, actual or suspected
instances of child abuse or neglect.

"(3) CERTIFICATION OF PROCEDURES FOR SCREENING, SAFETY
ASSESSMENT, AND PROMPT INVESTIGATION.—A certification that
the State has in effect procedures for receiving and responding
to reports of child abuse or neglect, including the reports
described in paragraph (2), and for the immediate screening,
safety assessment, and prompt investigation of such reports.

"(4) CERTIFICATION OF STATE PROCEDURES FOR REMOVAL
AND PLACEMENT OF ABUSED OR NEGLECTED CHILDREN—A cer-
tification that the State has in effect procedures for the removal
from families and placement of abused or neglected children
and of any other child in the same household who may also
be in danger of abuse or neglect.

'(5) CERTIFICATION OF PROVISIONS FOR IMMUNITY FROM
PROSECUTION.—A certification that the State has in effect laws
requiring immunity from prosecution under State and local
laws and regulations for individuals making good faith reports
of suspected or known instances of child abuse or neglect.

'(6) CERTIFICATION OF PROVISIONS AND PROCEDURES POR
EXPUNGEMENT OF CERTAIN RECORDS.—A certification that the
State has in effect laws and procedures requiring the facilitation
of the prompt expungement of any records that are accessible
to the general public or are used for purposes of employment
or other background checks in cases determined to be
unsubstantiated or false.

"(7) CERTIFICATION OF PROVISIONS AND PROCEDURES RELAT-
ING TO APPEALS.—A certification that not later then 2 years
after the date of the enactment of this subpart, the State
shall have laws and procedures in effect affording individuals
an opportunity to appeal an official finding of abuse or neglect.

"(8) CERTIFICATION OF STATE PROCEDURES FOR DEVELOPING
AND REVIEWING WRITTEN PLANS FOR PERMANENT PLACEMENT
OF REMOVED CHILDREN.—A certification that the State has in
effect procedures for ensuring that a written plan is prepared
for children who have been removed from their families. Such
plan shall specify the goals for achieving a permanent place-
ment for the child in a timely fashion, for ensuring that the
written plan is reviewed every 6 months (until such placement
is achieved), and for ensuring that information about such
children is collected regularly and recorded in case records,
and include a description of such procedures.

"(9) CERTIFICATION OF STATE PROGRAM TO PROVIDE
INDEPENDENT LIVING SERVICES.—A certification that the State
has in effect a program to provide independent living services,
for assistance in making the transition to self-sufficient adult-
hood, to individuals in the child protection program of the
State who are 16, but who are not 20 (or, at the option of
the State, 22), years of age, and who do not have a family
to which to be returned.
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"(10) CERTIFICATION OF STATE PROCEDURES TO RESPOND
TO REPORTING OF MEDICAL NEGLECT OF DISABLED INFANTS.—

"(A) IN GENERAL.—A certification that the State has
in place for the purpose of responding to the reporting
of medical neglect of infants (including instances of
withholding of medically indicated treatment from disabled
infants with life-threatening conditions), procedures or pro-
grams, or both (within the State child protective services
system), to provide for—

'(i) coordination and consultation with individuals
designated by and within appropriate health-care
facilities;

"(ii) prompt notification by individuals designated
by and within appropriate health-care facilities of cases
of suspected medical neglect (including instances of
withholding of medically indicated treatment from dis-
abled infants with life-threatening conditions); and

"(iii) authority, under State law, for the State child
protective service to pursue any legal remedies, includ-
ing the authority to initiate legal proceedings in a
court of competent jurisdiction, as may be necessary
to prevent the withholding of medically indicated treat-.
ment from disabled infants with life-threatening condi-
tions.
"(B) WITHHOLDING OF MEDICALLY INDICATED TREAT-

MENT.—As used in subparagraph (A), the term 'withholding
of medically indicated treatment' means the failure to
respond to the infant's life-threatening conditions by
providing treatment (including appropriate nutrition,
hydration, and medication) which, in the treating physi-
cian's or physicians' reasonable medical judgment, will be
most likely to be effective in ameliorating or correcting
all such conditions, except that such term does not include
the failure to provide treatment (other than appropriate
nutrition, hydration, or medication) to an infant when,
in the treating physician's or physicians' reasonable medi-
cal judgment—

"(i) the infant is chronically and irreversibly coma-
tose;

"(ii) the provision of such treatment would—
"(I) merely prolong dying;
"(II) not be effective in ameliorating or correct-

ing all of the infant's life-threatening conditions;
or

(III) otherwise be futile in terms of the sur-
vival of the infant; or
"(iii) the provision of such treatment would be

virtually futile in terms of the survival of the infant
and the treatment itself under such circumstances
would be inhumane.

"(11) IDENTIFICATION OF CHILD PROTECTION GOALS.—The
quantitative goals of the State child protection program.

"(12) CERTIFICATION OF CHILD PROTECTION STANDARDS.—
With respect to fiscal years beginning on or after April 1,
1996, a certification that the State—

"(A) has completed an inventory of all children who,
before the inventory, had been in foster care under the
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responsibility of the State for 6 months or more, which
determined—

'(i) the appropriateness of, and necessity for, the
foster care placement;

"(ii) whether the child could or should be returned
to the parents of the child or should be freed for
adoption or other permanent placement; and

"(iii) the services necessary to facilitate the return
of the child or the placement of the child for adoption
or legal guardianship;
"(B) is operating, to the satisfaction of the Secretary—

"(i) a statewide information system from which
can be readily determined the status, demographic
characteristics, location, and goals for the placement
of every child who is (or, within the immediately
preceding 12 months, has been) in foster care;

"(ii) a case review system for each child receiving
foster care under the supervision of the State;

"(iii) a service program designed to help children—
"(I) where appropriate, return to families from

which they have been removed; or
"(II) be placed for adoption, with a legal guard-

ian, or if adoption or legal guardianship is deter-
mined not to be appropriate for a child, in some
other planned, permanent living arrangement; and
'(iv) a preplacement preventive services program

designed to help children at risk for foster care place-
ment remain with their families; and
"(C)(i) has reviewed (or not later than October 1, 1997,

will review) State policies and administrative and judicial
procedures in effect for children abandoned at or shortly
after birth (including policies and procedures providing for
legal representation of such children); and

"(ii) is implementing (or not later than October 1, 1997,
will implement) such policies and procedures as the State
determines, on the basis of the review described in clause
(i), to be necessary to enable permanent decisions to be
made expeditiously with respect to the placement of such
children.
"(13) CERTIFiCATION OF REASONABLE EFFORTS BEFORE

PLACEMENT OF CHILDREN IN FOSTER CARE.—A certification that
the State in each case will—

"(A) make reasonable efforts prior to the placement
of a child in foster care, to prevent or eliminate the need
for removal of the child from the child's home, and to
make it possible for the child to return home; and

"(B) with respect to families in which abuse or neglect
has beer confirmed, provide services or referral for services
for families and children where the State makes a deter-
mination that the child may safely remain with the family.
"(14) CERTIFICATION OF COOPERATIVE EFFORTS.—A certifi-

cation by the State, where appropriate, that all steps will
be taken, including cooperative efforts with the State agencies
administering the plans approved under parts A and D, to
secure an assignment to the State of any rights to support
on behalf of each child receiving foster care maintenance pay-
ments under this subpart.
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"(b) DETERMINATIONS.—The Secretary shall determine whether
a plan submitted pursuant to subsection (a) contains the material
required by subsection (a), other than the material described in
paragraph (10) of such subsection. The Secretary may not require
a State to include in such a plan any material not described in
subsection (a).

"SEC. 431. GRANTS TO STATES FOR CHILD PROTECTION AND PAY-
MENTS FOR FOSTER CARE AND ADOPTION ASSISTANCE.

'(a) FUNDING OF BLOCK GiNTS.—Each eligible State shall
be entitled to receive from the Secretary for each fiscal year specified
in subsection (c)(1) a grant in an amount equal to the State share
of the child protection amount for the fiscal year.

"(b) MAINTENANCE PAYMENTS.—
"(1) IN GENERAL.—In addition to the grants described in

subsection (a), each eligible. State shall be entitled to receive
from the Secretary for each quarter of each fiscal year specified
in subsection (c)(1) an amount equal to the sum of—

"(A) an amount equal to the Federal medical assistance
percentage (as defined in section 1905(b) of this Act as
in effect on the day before the date of enactment of this
subpart) of the total amount expended during such quarter
as foster care maintenance payments under the child
protection program under this subpart for children in foster
family homes or child-care institutions; plus

"(B) an amount equal to the Federal medical assistance
percentage (as defined in section 1905(b) of this Act (as
so in effect)) of the total amount expended during such
quarter as adoption assistance payments under the child
protection program under this subpart pursuant to adop-
tion assistance agreements.
"(2) ESTIMATES BY THE SECRETARY.—

"(A) IN GENERAL.—The Secretary shall, prior to the
beginning of each quarter, estimate the amount to which
a State will be entitled to receive under paragraph (1)
for such quarter, such estimates to be based on—

"(i) a report filed by the State containing its esti-
mate of the total sum to be expended in such quarter
in accordance with paragraph (1), and stating the
amount appropriated or made available by the State
and its political subdivisions for such expenditures in
such quarter, and if such amount is less than the
State's proportionate share of the total sum of such
estimated expenditures, the source or sources from
which the difference is expected to be derived;

'(ii) records showing the number of children in
the State receiving assistance under this subpart; and

"(iii) such other information as the Secretary may
find necessary.
"(B) PAYMENTS.—The Secretary shall pay to the States

the amounts so estimated under subparagraph (A), reduced
or increased to the extent of any overpayment or
underpayment which the Secretary determines was made
under this subsection to such State for any prior quarter
and with respect to which adjustment has not already
been made under this paragraph.
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"(C) PRO RATA SHARE.—The pro rata share to which
the United States is equitably entitled, as determined by
the Secretary, of the net amount recovered during any
quarter by the State or any political subdivision thereof
with respect to foster care and adoption assistance fur-
nished under this subpart shall be considered an overpay-
ment to be adjusted under this paragraph.
"(3) ALLOWANCE OR DISALLOWANCE OF CLAIM.—

"(A) IN GENERAL.—Within 60 days after receipt of a
State claim for expenditures pursuant to paragraph (2)(A),
the Secretary shall allow, disallow, or defer such claim.

"(B) N0TICE.—Within 15 days after a decision to defer
a State claim, the Secretary shall notify the State of the
reasons for the deferral and of the additional information
necessary to determine the allowability of the claim.

"(C) DECISI0N.—Within 90 days after receiving such
necessary information (in readily reviewable form) the Sec-
retary shall—

"(i) disallow the claim, if able to complete the
review and determine that the claim is not allowable;
or

"(ii) in any other case, allow the claim, subject
to disallowance (as necessary)—

"(I) upon completion of the review, if it is
determined that the claim is not allowable; or

"(II) on the basis of findings of an audit or
financial management review.

"(c) DEFINITI0NS.—As used in this section:
"(1) CHILD PROTECTION AMOUNT.—The term 'child protec-

tion amount' means—
"(A) $1,936,000,000 for fiscal year 1996;
"(B) $1,942,000,000 for fiscal year 1997;
"(C) $2,063,000,000 for fiscal year 1998;
"(D) $2,167,000,000 for fiscal year 1999;
"(E) $2,297,000,000 for fiscal year 2000;
"(F) $2,432,000,000 for fiscal year 2001; and
"(C) $2,593,000,000 for fiscal year 2002.

"(2) STATE SHARE.—
(A) IN GENERAL.—The term State share' means the

qualified child protection expenses of the State divided
by the sum of the qualifiled child protection expenses of
all of the States.

(B) QUALIFIED CHILD PROTECTION EXPENSES.—The
term 'qualified child protection expenses' means, with
respect to a State the greater of—

"(i) the total amount of—
"(I) '/3 of the total obligations to the State

under the provisions of law specified in clauses
(i), (ii), and (iii) of subparagraph (C) for fiscal
years 1992, 1993, and 1994; and

"(II) 1/3 of the total claims submitted by the
State (without regard to disputed claims) under
the provision of law specified in subparagraph
(C)(iv) for fiscal years 1992, 1993, and 1994; or
"(ii) the total amount of—

"(I) the total obligations to the State undet
the provisions of law specified in clauses (i), (ii),
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and (iii) of subparagraph (C) for fiscal year 1995;
and

"(II) the total claims submitted by the State
(without regard to disputed claims) under the
provision of law specified in subparagraph (C)(iv)
for fiscal year 1995.

"(C) PROVISIONS OF LAW.—The provisions of law speci-
fied in this subparagraph are the following (as in effect
on the day before the date of enactment of this subpart):

"(i) Section 434 of this Act.
"(ii) Section 474(a) (4) of this Act.
"(iii) Section 474(a)(3) of this Act.

"(d) USE OF GRANT.—
"(1) IN GENERAL.—A State to which a grant is made under

this section may use the grant in any manner that the State
deems appropriate to accomplish the child protection goals of
the State program funded under this subpart.

"(2) TIMING OF EXPENDITURES.—A State to which a grant
is made under this section for a fiscal year shall expend the
total amount of the grant not later than the end of the imme-
diately succeeding fiscal year.

"(3) RULE OF INTERPRETATION.—This subpart shall not be
interpreted to prohibit short- and long-term foster care facilities
operated for profit from receiving funds provided under this
subpart.
"(e) TIMING OF PAYMENTS.—The Secretary shall pay each

eligible State the amount of the grant payable to the State under
this section in quarterly installments.

"(1) PENALTIES.—
"(1) FOR USE OF GRANT IN VIOLATION OF THIS SUBPART.—

If an audit conducted pursuant to chapter 75 of title 31, United
States Code, finds that an amount paid to a State under this
section for a fiscal year has been used in violation of this
subpart, then the Secretary shall reduce the amount of the
grant that would (in the absence of this paragraph) be payable
to the State under this section for the immediately succeeding
fiscal year by the amount so used, plus 5 percent of the grant
paid under this section to the State for such fiscal year.

"(2) FOR FAILURE TO MAINTAIN EFFORT.—
"(A) IN GENERAL.—If an audit conducted pursuant to

chapter 75 of title 31, United States Code, finds that the
amount expended by a State (other than from amounts
provided by the Federal Government) during the fiscal
years specified in subparagraph (B), to carry out the State
program funded under this subpart is less than the
applicable percentage specified in such subparagraph of
the total amount expended by the State (other than from
amounts provided by the Federal Government) during fiscal
year 1995 under subpart 2 of part B and part E of this
title (as in effect on the day before the date of the enact-
ment of this subpart), then the Secretary shall reduce
the amount of the grant that would (in the absence of
this paragraph) be payable to the State under this section
for the immediately succeeding fiscal year by the amount
of the difference, plus 5 percent of the grant paid under
this section to the State for such fiscal year.
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"(B) SPECIFICATION OF FISCAL YEARS AND APPLICABLE
PERCENTACES.—The fiscal years and applicable percentages
specified in this subparagraph are as follows:

"(i) For fiscal years 1996 and 1997, 100 percent.
"(ii) For fiscal years 1998 through 2002, 75 percent.

"(3) FOR FAILURE TO SUBMIT REQUIRED REPORT.—
"(A) IN CENERAL.—The Secretary shall reduce by 3

percent the amount of the grant that would (in the absence
of this paragraph) be payable to a State under this section
for a fiscal year if the Secretary determines that the State
has not submitted the report required by section 436(b)
for the immediately preceding fiscal year, within 6 months
after the end of the immediately preceding fiscal year.

"(B) RESCISSION OF PENALTY.—The Secretary shall
rescind a penalty imposed on a State under subparagraph
(A) with respect to a report for a fiscal year if the State
submits the report before the end of the immediately
succeeding fiscal year.
"(4) FOR FAILURE TO COMPLY WITH SAMPLING METHODS

REQUIREMENTS.—The Secretary may reduce by not more than
1 percent the amount of the grant that would (in the absence
of this paragraph) be payable to a State under this section
for a succeeding fiscal year if the Secretary determines that
the State has not complied with the Secretary's sampling meth-
ods requirements under section 436(c) (2) during the prior fiscal
year.

"(5) STATE FUNDS TO REPLACE REDUCTIONS IN GRANT.—
A State which has a penalty imposed against it under this
subsection for a fiscal year shall expend additional State funds
in an amount equal to the amount of the penalty for the
purpose of carrying out the State program under this subpart
during the immediately succeeding fiscal year.

"(6) REASONABLE CAUSE EXCEPTION.—The Secretary may
not impose a penalty on a State under this subsection with
respect to a requirement if the Secretary determines that the
State has reasonable cause for failing to comply with the
requirement.

"(7) CORRECTIVE COMPLIANCE PLAN.—
"(A) IN GENERAL.—

"(i) NOTIFICATION OF VIOLATION.—Notwithstanding
any other provision of law, the Federal Government
shall, before assessing a penalty against a State under
this subsection, notify the State of the violation of
law for which the penalty would be assessed and allow
the State the opportunity to enter into a corrective
compliance plan in accordance with this subsection
which outlines how the State will correct any such
violations and how the State will insure continuing
compliance with the requirements of this subpart.

"(ii) 60-DAY PERIOD TO PROPOSE A CORRECTIVE
COMPLIANCE PLAN.—Any State notified under clause
(i) shall have 60 days in which to submit to the Federal
Government a correctiive compliance plan to correct
any violations described in clause (i).

"(iii) ACCEPTANCE OF PLAN.—The Federal Govern-
ment shall have 60 days to accept or reject the State's
corrective compliance plan and may consult with the
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State during this period to modify the plan. If the
Federal Government does not accept or reject the
corrective compliance plan during the period, the
corrective compliance plan shall be deemed to be
accepted.
"(B) FAILURE TO CORRECT.—If a corrective compliance

plan is accepted by the Federal Government, no penalty
shall be imposed with respect to a violation described in
this subsection if the State corrects the violation pursuant
to the plan. If a State has not corrected the violation
in a timely manner under the plan, some or all of the
penalty shall be assessed.
"(8) LIMITATIoN ON AMOUNT OF PENALTY.—

"(A) IN GENERAL.—In imposing the penalties described
in this subsection, the Secretary shall not reduce any quar-
terly payment to a State by more than 25 percent.

"(B) CARRYFORWARD OF UNRECOVERED PENALTIES.—To
the extent that subparagraph (A) prevents the Secretary
from recovering during a fiscal year the full amount of
all penalties imposed on a State under this subsection
for a prior fiscal year, the Secretary shall apply any remain-
ing amount of such penalties to the grant payable to the
State under section 431(a) for the immediately succeeding
fiscal year.

"(g) TREATMENT OF TERRITORIES.—
"(1) IN GENERAL.—A territory, as defined in section

1108(b)(1), shall carry out a child protection program in accord-
ance with the provisions of this subpart.

"(2) PAYMENTS.—Each territory, as so defined, shall be
entitled to receive from the Secretary for any fiscal year an
amount, in accordance with section 1108, which shall be used
for the purpose of carrying out a child protection program
in accordance with the provisions of this subpart.
"(h) LIMITATION ON FEDERAL AUTH0RITY.—Except as expressly

provided in this Act, the Secretary may not regulate the conduct
of States under this subpart or enforce any provision of this subpart.

"SEC. 432. REQUIREMENTS FOR FOSTER CARE MAINTENANCE PAY-
MENTS.

"(a) IN GENERAL.—Each State operating a program under this
subpart shall make foster care maintenance payments under section
431(b) with respect to a child who would meet the requirements
of section 406(a) or of section 407 (as in effect on the day before
the date of the enactment of this subpart) but for the removal
of the child from the home of a relative (specified in section 406
(a) (as so in effect)), if—

"(1) the removal from the home occurred pursuant to a
voluntary placement agreement entered into by the child's par-
ent or legal guardian, or was the result of a judicial determina-
tion to the effect that continuation therein would be contrary
to the welfare of such child and that reasonable efforts of
the type described in section 430(a)(13) have been made;

"(2) such child's placement and care are the responsibility
of—

"(A) the State; or
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"(B) any other public agency with whom the State
has made an agreement for the administration of the State
program under this subpart which is still in effect;
"(3) such child has been placed in a foster family home

or child-care institution as a result of the voluntary placement
agreement or judicial determination referred to in paragraph
(1); and.

"(4) such child—
'(A) would have been eligible to receive aid under

the eligibility standards under the State plan approved
under section 402 (as in effect on the day before the date
of the enactment of this subpart and adjusted for inflation,
in accordance with regulations issued by the Secretary)
in or for the month in which such agreement was entered
into or court proceedings leading to the removal of such
child from the home were initiated: or

"(B) would have received such aid in or for such month
if application had been made therefore, or the child had
been living with a relative specified in section 406(a) (as
so in effect) within 6 months prior to the month in which
such agreement was entered into or such proceedings were
initiated, and would have received such aid in or for such
month if in such month such child had been living with
such a relative and application therefore had been made.

'(b) LIMITATION ON FOSTER CARE PAYMENTS.—FOster care
maintenance payments may be made under this subpart only on
behalf of a child described in subsection (a) of this section who
is—

"(1) in the foster family home of an individual, whether
the payments therefore are made to such individual or to a
public or private child-placement or child-care agency; or

"(2) in a child-care institution, whether the payments there-
fore are made to such institution or to a public or private
child-placement or child-care agency, which payments shall
be limited so as to include in such payments only those items
which are included in the term 'foster care maintenance pay-
ments' (as defined in section 437(6)).
'(c) VOLUNTARY PLACEMENTS.—-

"(1) SATISFACTION OF CHILD PROTECTION STANDARDS.—Not-
withstanding any other provision of this section, Federal pay-
ments may be made under this subpart with respect to amounts
expended by any State as foster care maintenance payments
under this subpart, in the case of children removed from their
homes pursuant to voluntary placement agreements as
described in subsection (a), only if (at the time such amounts
were expended) the State has fulfilled all of the requirements
of section 435(b) or 430(a)(12).

"(2) REMOVAL IN EXCESS OF 180 DAYS.—No Federal payment
may be made under this subpart with respect to amounts
expended by any State as foster care maintenance payments,
in the case of any child who was removed from such child's
home pursuant to a voluntary placement agreement as
described in subsection (a) and has remained in voluntary
placement for a period in excess of 180 days, unless there
has been a judicial determination by a court of competent
jurisdiction (within the first 180 days of such placement) to
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the effect that such placement is in the best interests of the
child.

"(3) DEEMED REVOCATION OF AGREEMENTS—In any case
where—

"(A) the placement of a minor child in foster care
occurred pursuant to a voluntary placement agreement
entered into by the parents or guardians of such child
as provided in subsection (a): and

"(B) such parents or guardians request (in such manner
and form as the Secretary may prescribe) that the child
be returned to their home or to the home of a relative,

the voluntary placement agreement shall be deemed to be
revoked unless the State opposes such request and obtains
a judicial determination, by a court of competent jurisdiction,
that the return of the child to such home would be contrary
to the child's best interests.

"SEC. 433. REQUIREMENTS FOR ADOPTION ASSISTANCE PAYMENTS.

"(a) IN GENERAL—A State operating a program under this
subpart shall enter into adoption assistance agreements with the
adoptive parents of children with special needs.

'(b) PAYMENTS UNDER AGREEMENTS.—Under any adoption
assistance agreement entered into by a State with parents who
adopt a child with special needs who meets the requirements of
subsection (c), the State may make adoption assistance payments
to such parents or through another public or nonprofit private
agency, in amounts determined under subsection (d).

"(c) CHILDREN WITH SPECIAL NEEDS.—For purposes of sub-
section (b), a child meets the requirements of this subsection if
such child—

"(1)(A) at the time adoption proceedings were initiated,
met the requirements of section 406(a) or section 407 (as in
effect on the day before the date of the enactment of this
subpart) or would have met such requirements except for such
child's removal from the home of a relative (specified in section
406(a) (as so in effect)), either pursuant to a voluntary place-
ment agreement with respect to which Federal payments are
provided under section 431(b) (or 403 (as so in effect)) or as
a result of a judicial determination to the effect that continu-
ation therein would be contrary to the welfare of such child;

"(B) meets all of the requirements of title XVI with respect
to eligibility for supplemental security income benefits; or

"(C) is a child whose costs in a foster family home or
child-care institution are covered by the foster care maintenance
payments being made with respect to his or her minor parent;

"(2) (A) would have received aid under the eligibility stand-
ards under the State plan approved under section 402 (as
in effect on the day before the date of the enactment of this
subpart, adjusted for inflation, in accordance with regulations
issued by the Secretary) in or for the month in which such
agreement was entered into or court proceedings leading to
the removal of such child from the home were initiated;

"(B) would have received such aid in or for such month
if application had been made therefore, or had been living
with a relative specified in section 406(a) (as so in effect
within 6 months prior to the month in which such agreement
was entered into or such proceedings were initiated, and would
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have received such aid in or for such month if in such month
such child had been living with such a relative and application
therefore had been made; or

"(C) is a child described in subparagraph (A) or (B): and
"(3) has been determined by the State, pursuant to sub-

section (g) of this section, to be a child with special needs.
"(d) DETERMINATION OF PAYMENTS.—The amount of the pay-

ments to be made in any case under subsection (b) shall be deter-
mined through agreement between the adoptive parents and the
State or a public or nonprofit private agency administering the
program under this subpart, which shall take into consideration
the circumstances of the adopting parents and the needs of the
child being adopted, and may be readjusted periodically, with the
concurrence of the adopting parents (which may be specified in
the adoption assistance agreement), depending upon changes in
such circumstances. However, in no case may the amount of the
adoption assistance payment exceed the foster care maintenance
payment which would have been paid during the period if the
child with respect to whom the adoption assistance payment is
made had been in a foster family home.

"(e) PAYMEr'T ExcEPTION.—Notwithstanding subsection (d), no
payment may be made to parents with respect to any child who
has attained the age of 18 (or, where the State determines that
the child has a mental or physical disability which warrants the
continuation of assistance, the age of 21), and no payment may
be made to parents with respect to any child if the State determines
that the parents are no longer legally responsible for the support
of the child or if the State determines that the child is no longer
receiving any support from such parents. Parents who have been
receiving adoption assistance payments under this subpart shall
keep the State or public or nonprofit private agency administering
the program under this subpart informed of circumstances which
would, pursuant to this section, make them ineligible for such
assistance payments, or eligible for assistance payments in a dif-
ferent amount.

"(1) PRE-ADOPTION PAYMENTS—For purposes of this subpart,
individuals with whom a child who has been determined by the
State, pursuant to subsection (g), to be a child with special needs
is placed for adoption in accordance with applicable State and
local law shall be eligible for adoption assistance payments during
the period of the placement, on the same terms and subject to
the same conditions as if such individuals had adopted such child.

"(g) DETERMINATION OF CHILD WITH SPECIAL NEEDS.—FOr pur-
poses of this section, a child shall not be considered a child with
special needs unless—

"(1) the State has determined that the child cannot or
should not be returned to the home of the child's parents;
and

"(2) the State had first determined—
"(A) that there exists with respect to the child a specific

factor or condition such as the child's ethnic background,
age, or membership in a minority or sibling group, or
the presence of factors such as medical conditions or phys-
ical, mental, or emotional handicaps because of which it
is reasonable to conclude that such child cannot be placed
with adoptive parents without providing adoption assist-
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ance under this subpart or medical assistance under title
XIX or XXI; and

"(B) that, except where it would be against the best
interests of the child because of such factors as the exist-
ence of significant emotional ties with prospective adoptive
parents while in the care of such parents as a foster child,
a reasonable, but unsuccessful, effort has been made to
place the child with appropriate adoptive parents without
providing adoption assistance under this section or medical
assistance under title XIX or XXI.

"SEC. 434. CITIZEN REVIEW PANELS.

"(a) ESTABLISHMENT.—Each State to which a grant is made
under section 431(a) shall establish at least 3 citizen review panels.

"(b) COMPOSITION.—Each panel established under subsection
(a) shall be broadly representative of the community from which
drawn.

"(c) FREQUENCY OF MEETINCS.—Each panel established under
subsection (a) shall meet not less frequently than quarterly.

"(d) DUTIES.—
"(1) IN CENERAL.—Each panel established under subsection

(a) shall, by examining specific cases, determine the extent
to which the State and local agencies responsible for carrying
out activities under this subpart are doing so in accordance
with the State plan, with the child protection standards set
forth in section 430(a)(12) and 435, and with any other criteria
that the panel considers important to ensure the protection
of children.

"(2) CONFIDENTIALITY.—The members and staff of any
panel established under subsection (a) shall not disclose to
any person or government any information about any specific
child protection case with respect to which the panel is provided
information.
"(e) STATE ASSISTANCE.—Each State that establishes a panel

under subsection (a) shall afford the panel access to any information
on any case that the panel desires to review, and shall provide
the panel with staff assistance in performing its duties.

"(f) REPORTS.—Each panel established under subsection (a)
shall make a public report of its activities after each meeting.
"SEC. 435. FOSTER CARE PROTECTION REQUIRED FOR ADDITIONAL

FEDERAL PAYMENTS.

"(a) REDUCTION OF GIN1'.—A State shall not receive a grant
under section 43 1(a) unless such State—

"(1) has conducted an inventory of all children who have
been in foster care under the responsibility of the State for
a period of 6 months preceding the inventory, and determined
the appropriateness of, and necessity for, the current foster
placement, whether the child can be or should be returned
to his parents or should be freed for adoption, and the services
necessary to facilitate either the return of the child or the
placement of the child for adoption or legal guardianship; and

"(2) has implemented and is operating to the satisfaction
of the Secretary—

"(A) a statewide information system from which the
status, demographic characteristics, location, and goals for
the placement of every child in foster care or who has
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been in such care within the preceding 12 months can
readily be determined:

"(B) a case review system (as defined in section 437(4))
for each child receiving foster care under the supervision
of the State; and

"(C) a service program designed to help children, where
appropriate, return to families from which they have been
removed or be placed for adoption or legal guardianship.

"(b) ADDITIONAL REQUIREMENTS.—A State shall not receive a
grant under section 431(a) unless such State—

"(1) has completed an inventory of the type specified in
subsection (a) (1);

"(2) has implemented and is operating the program and
systems specified in subsection (a)(2): and

"(3) has implemented a preplacement preventive service
program designed to help children remain with their families.
"(c) PRESUMPTION FOR ExPENDITURES.—Any amounts expended

by a State for the purpose of complying with the requirements
of subsection (a) or (b) shall be conclusively presumed to have
been expended for child welfare services.

"SEC. 436. DATA COLLECTION AND REPORTING.

"(a) ANNUAL REPORTS ON STATE CHILD WELFARE GOALs.—On
the date that is 3 years after the effective date of this subpart
and annually thereafter, each State to which a grant is made
under section 431(a) shall submit to the Secretary a report that
contains quantitative information on the extent to which the State
is making progress toward achieving the goals of the State child
protection program.

"(b) STATE DATA REPORTS.—
"(1) BIANNUAL REPORTS.—-Each State to which a grant is

made under section 431(a) shall biannually submit to the Sec-
retary a report that includes the following information with
respect to each child within the State receiving publicly-sup-
ported child welfare services under the State program funded
under this subpart:

"(A) Whether the child received services under the
program funded under this subpart.

"(B) The age, gender, and family income of the parents
and child.

"(C) The county of residence of the child.
"(D) Whether the child was removed from the family.
"(E) Whether the child entered foster care under the

responsibility of the State.
"(F) The type of out-of-home care in which the child

was placed (including institutional care, group home care,
family foster care, or relative placement).

"(G) The child's permanency planning goal, such as
family reunification, kinship care, adoption, or independent
living.

"(H) Whether the child was released for adoption.
"(I) Whether the child exited from foster care, and,

if so, the reason for the exit, such as return to family,
placement with relatives, adoption, independent living, or
death.

"(J) Other information as required by the Secretary
and agreed to by a majority of the States, including
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information necessary to ensure a that there is a smooth
transition of data from the Adoption and Foster Care
Analysis and Reporting Systems and the National Center
on Abuse and Neglect Data System to the data reporting
system required under this section.
"(2) ANNUAL REPORTS—Each State to which a grant is

made under section 431(a) shall annually submit to the Sec-
retary a report that includes the following information:

"(A) The number of children reported to the State
during the year as alleged victims of abuse or neglect.

"(B) The number of children for whom an investigation
of alleged maltreatment resulted in a determination of
substantiated abuse or neglect, the number for whom a
report of maltreatment was unsubstantiated, and the num-
ber for whom a report of maltreatment was determined
to be false.

(C) The number of families that received preventive
services.

"(D) The number of infants abandoned during the year,
the number of such infants who were adopted, and the
length of time between abandonment and adoption.

"(E) The number of deaths of children resulting from
child abuse or neglect.

"(F) The number of deaths occurring while children
were in the custody of the State.

"(C) The number of children served by the State
independent living program.

"(H) Quantitative measurements demonstrating
whether the State is making progress toward the child
protection goals identified by the State.

"(I) The types of maltreatment suffered by victims
of child abuse and neglect.

"(J) The number of abused and neglected children
receiving services.

"(K) The average length of stay of children in out-
of-home care.

"(L) The response of the State to the findings and
recommendations of the citizen review panels established
under section 434.

"(M) Other information as required by the Secretary
and agreed to by a majority of the States, including
information necessary to ensure a that there is a smooth
transition of data from the Adoption and Foster Care
Analysis and Reporting Systems and the National Center
on Abuse and Neglect Data System to the data reporting
system required under this section.

"(c) AUTHORITY OF STATES TO USE ESTIMATES.—
"(1) IN GENERAL.—A State may comply with a requirement

to provide precise numerical information described in subsection
(b) by submitting an estimate which is obtained through the
use of scientifically acceptable sampling methods.

"(2) SECRETARIAL REVIEW OF SAMPLING METHODS.—The Sec-
retary shall periodically review the sampling methods used
by a State to comply with a requirement to provide information
described in subsection (b). The Secretary may require a State
to revise the sampling methods so used if such methods do
not meet scientific standards and shall impose the penalty
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described in section 431(f)(4) upon a State if a State has not
complied with such requirements.
"(d) SCOPE OF STATE PROGRAM FUNDED UNDER THIS SUBPART.—

As used in subsection (b), the term 'State program funded under
this subpart' includes any equivalent State program.

"SEC. 437. DEFINITIONS.

"For purposes of this subpart, the following definitions shall
apply:

"(1) ADMINISTRATIVE REVIEW.—The term 'administrative
review' means a review open to the participation of the parents
of the child, conducted by a panel of appropriate persons at
least one of whom is not responsible for the case management
of, or the delivery of services to, either the child or the parents
who are the subject of the review.

"(2) ADOVrION ASSISTANCE AGREEMENT.—The term 'adop-
tion assistance agreement' means a written agreement, binding
on the parties to the agreement, between the State, other
relevant agencies, and the prospective adoptive parents of a
minor child which at a minimum—

"(A) specifies the nature and amount of any payments,
services, and assistance to be provided under such agree-
ment; and

"(B) stipulates that the agreement shall remain in
effect regardless of the State of which the adoptive parents
are residents at any given time.

The agreement shall contain provisions for the protection
(under an interstate compact approved by the Secretary or
otherwise) of the interests of the child in cases where the
adoptive parents and child move to another State while the
agreement is effective.

"(3) CAsE PLAN.—The term 'case plan' means a written
document which includes at least the following:

"(A) A description of the type of home or institution
in which a child is to be placed, including a discussion
of the appropriateness of the placement and how the agency
which is responsible for the child plans to carry out the
voluntary placement agreement entered into or judicial
determination made with respect to the child in accordance
with section 432(a)(1).

"(B) A plan for assuring that the child receives proper
care and that services are provided to the parents, child,
and foster parents in order to improve the conditions in
the parents' home, facilitate return of the child to his
or her own home or the permanent placement of the child,
and address the needs of the child while in foster care,
including a discussion of the appropriateness of the services
that have been provided to the child under the plan.

"(C) To the extent available and accessible, the health
and education records of the child, including—

"(i) the names and addresses of the child's health
and educational providers;

"(ii) the child's grade level performance;
"(iii) the child's school record:
"(iv) assurances that the child's placement in foster

care takes into account proximity to the school in which
the child is enrolled at the time of placement;
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"(v) a record of the child's immunizations;
"(vi) the child's known medical problems;
"(vii) the child's medications; and
"(viii) any other relevant health and education

information concerning the child determined to be
appropriate by the State.

Where appropriate, for a child age 16 or over, the case
plan must also include a written description of the pro-
grams and services which will help such child prepare
for the transition from foster care to independent living.
"(4) CASE REVIEW SYSTEM.—The term 'case review system'

means a procedure for assuring that—
"(A) each child has a case plan designed to achieve

placement in the least restrictive (most family like) and
most appropriate setting available and in close proximity
to the parents' home, consistent with the best interest
and special needs of the child, which—

'(i) if the child has been placed in a foster family
home or child-care institution a substantial distance
from the home of the parents of the child, or in a
State different from the State in which such home
is located, sets forth the reasons why such placement
is in the best interests of the child; and

"(ii) if the child has been placed in foster care
outside the State in which the home of the parents
of the child is located, requires that, periodically, but
not less frequently than every 12 months, a caseworker
on the staff of the State in which the home of the
parents of the child is located, or of the State in which
the child has been placed, visit such child in such
home or institution and submit a report on such visit
to the State in which the home of the parents of
the child is located;
"(B) the status of each child is reviewed periodically

but no less frequently than once every 6 months by either
a court or by administrative review (as defined in para-
graph (1)) in order to determine the continuing necessity
for and appropriateness of the placement, the extent of
compliance with the case plan, and the extent of progress
which has been made toward alleviating or mitigating the
causes necessitating placement in foster care, and to project
a likely date by which the child may be returned to the
home or placed for adoption or legal guardianship;

"(C) with respect to each such child, procedural safe-
guards will be applied, among other things, to assure each
child in foster care under the supervision of the State
of a dispositional hearing to be held, in a family or juvenile
court or another court (including a tribal court) of com-
petent jurisdiction, or by an administrative body appointed
or approved by the court, no later than 18 months after
the original placement (and not less frequently than every
12 months thereafter during the continuation of foster
care), which hearing shall determine the future status of
the child (including whether the child should be returned
to the parent, should be continued in foster care for a
specified period, should be placed for adoption, or should
(because of the child's special needs or circumstances) be
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continued in foster care on a permanent or long-term basis)
and, in the case of a child described in subparagraph (A)(ii),
whether the out-of-State placement continues to be appro-
priate and in the best interests of the child, and, in the
case of a child who has attained age 16, the services needed
to assist the child to make the transition from foster care
to independent living; and procedural safeguards shall also
be applied with respect to parental rights pertaining to
the removal of the child from the home of his parents,
to a change in the child's placement, and to any determina-
tion affecting visitation privileges of parents: and

"(D) a child's health and education record (as described
in paragraph (3)(C)) is reviewed and updated, and supplied
to the foster parent or foster care provider with whom
the child is placed, at the time of each placement of the
child in foster care.
"(5) CHILD-CARE INSTITUTION.—The term 'child-care institu-

tion' means a private child-care institution, or a public child-
care institution which accommodates no more than 25 children,
which is licensed by the State in which it is situated or has
been approved, by the agency of such State responsible for
licensing or approval of institutions of this type, as meeting
the standards established for such licensing, but the term shall
not include detention facilities, forestry camps, training schools,
or any other facility operated primarily for the detention of
children who are determined to be delinquent.

"(6) FOSTER CARE MAINTENANCE PAYMENTS.—
"(A) IN GENERAL.—The term 'foster care maintenance

payments' means payments to cover the cost of (and the
cost of providing) food, clothing, shelter, daily supervision,
school supplies, a child's personal incidentals, liability
insurance with respect to a child, and reasonable travel
to the child's home for visitation. In the case of institutional
care, such term shall include the reasonable costs of
administration and operation of such institution as are
necessarily required to provide the items described in the
preceding sentence.

"(B) SPECIAL RULE—In cases where—
"(i) a child placed in a foster family home or child-

care institution is the parent of a son or daughter
who is in the same home or institution: and

"(ii) payments described in subparagraph (A) are
being made under this subpart with respect to such
child,

the foster care maintenance payments made with respect
to such child as otherwise determined under subparagraph
(A) shall also include such amounts as may be necessary
to cover the cost of the items described in that subpara-
graph with respect to such son or daughter.
'(7) FOSTER FAMILY HOME.—The term 'foster family home'

means a foster family home for children which is licensed
by the State in which it is situated or has been approved,
by the agency of such State having responsibility for licensing
homes of this type, as meeting the standards established for
such licensing.

"(8) STATE.—The term 'State' means the 50 States and
the District of Columbia.
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"(9) VOLUNTARY PLACEMENT.—The term 'voluntary place-
ment' means an out-of-home placement of a minor, by or with
participation of the State, after the parents or guardians of
the minor have requested the assistance of the State and signed
a voluntary placement agreement.

"(10) VOLUNTARY PLACEMENT AGREEMENT.—The term vol-
untary placement agreement' means a written agreement, bind-
ing on the parties to the agreement, between the State, any
other agency acting on its behalf, and the parents or guardians
of a minor child which specifies, at a minimum, the legal
status of the child and the rights and obligations of the parents
or guardians, the child, and the agency while the child is
in placement.".

SEC. 12702. CONFORMING AMENDMENTS.

(a) REPEAL OF PART E OF TITLE IV OF THE SOCIAL SECURITY
ACT.—Part E of title IV of the Social Security Act (42 U.S.C.
67 1—679) is hereby repealed.

(b) REPEAL OF SECTION 13712 OF THE OMNIBUS BUDGET REC-
ONCILIATION ACT OF 1993.—Section 13712 of the Omnibus Budget
Reconciliation Act of 1993 (42 U.S.C. 670 note) is hereby repealed.

(c) REPEAL OF SECTION 435.—Section 435 of the Social Security
Act, as amended by section 12701, is repealed on April 1, 1996.

SEC. 12703. EFFECTIVE DATE; TRANSITION RULE.

(a) IN GENERAL.—Except as otherwise provided in this subtitle,
this subtitle and the amendments made by this subtitle shall take
effect as if enacted on October 1, 1995.

(b) TRANSITION RULE.—
(1) STATE OPTION TO CONTINUE PROGRAMS.—

(A) 9-MONTH EXTENSION.—A State may continue the
State programs under subpart 2 of part B and part E
of title IV of the Social Security Act, as in effect on Septem-
ber 30, 1995 (for purposes of this paragraph, the "State
programs") until June 30, 1996.

(B) No INDIVIDUAL OR FAMILY ENTITLEMENT UNDER
CONTINUED STATE PROGRAMS—Notwithstanding any other
provision of law or any rule of law, no individual or family
is entitled to aid under the State programs of any State
on or after the date of the enactment of this Act.

(C) LIMITATIONS ON FEDERAL OBLIGATIONS.—If a State
elects to continue the State programs pursuant to subpara-
graph (A), the total obligations of the Federal Government
to the State under subpart 2 of part B and part E of
title IV of the Social Security Act (as such subpart and
part are in effect on September 30, 1995) after the date
of the enactment of this Act shall not exceed an amount
equal to—

(i) the grant to the State under section 431(a)
(as in effect pursuant to the amendment made by
section 12701 of this Act)); minus

(ii) any obligations of the Federal Government to
the State under such subpart and part (as in effect
on September 30, 1995) with respect to expenditures
by the State during the period that begins on October
1, 1995, and ends on the day before the date of the
enactment of this Act.
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(D) SUBMISSION OF STATE PLAN FOR FISCAL YEAR 1996
DEEMED ACCEPTANCE OF GRANT LIMITATIONS AND FOR-
MULA.—The submission of a plan by a State under section
430(a) of the Social Security Act (as in effect pursuant
to the amendment made by section 12701 of this Act)
for fiscal year 1996 is deemed to constitute the State's
acceptance of the grant reduction under subparagraph (C)
of this paragraph (including the formula for computing
the amount of the reduction).
(2) CLAIMS, ACTIONS, AND PROCEEDINGS—The amendments

made by this subtitle shall not apply with respect to—
(A) powers, duties, functions, rights, claims, penalties,

or obligations applicable to aid, assistance, or services pro-
vided before the effective date of this subtitle under the
provisions amended; and

(B) administrative actions and proceedings commenced
before such date, or authorized before such date to be
commenced, under such provisions.
(3) CLOSING OUT ACCOUNT FOR THOSE PROGRAMS TERMI-

NATED OR SUBSTANTIALLY MODIFIED BY THIS SUBTITLE.—In clos-
ing out accounts, Federal and State officials may use scientif-
ically acceptable statistical sampling techniques. Claims made
under programs which are repealed or substantially amended
in this subtitle and which involve State expenditures in cases
where assistance or services were provided during a prior fiscal
year, shall be treated as expenditures during fiscal year 1995
for purposes of reimbursement even if payment was made by
a State on or after October 1, 1995. States shall complete
the filing of all claims no later than September 30, 1997.
Federal department heads shall—

(A) use the single audit procedure to review and resolve
any claims in connection with the close out of programs;
and

(B) reimburse States for any payments made for assist-
ance or services provided during a prior fiscal year from
funds for fiscal year 1995, rather than the funds authorized
by this subtitle.

Subtitle H—Child Care

SEC. 12801. SHORT TITLE AND REFERENCES.

(a) SHORT TITLE.—This subtitle may be cited as the "Child
Care and Development Block Grant Amendments of 1995".

(b) REFERENCES.—EXcept as otherwise expressly provided,
whenever in this subtitle an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section
or other provision of the Child Care and Development Block Grant
Act of 1990 (42 U.S.C. 9858 et seq.).

SEC. 12802. AUTHORIZATION OF APPROPRIATIONS AND ENTITLEMENT
AUTHORITY.

(a) IN GENERL.—Section 658B (42 U.S.C. 9858) is amended
to read as follows:
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(iii) by redesignating clauses (i) through (viii) and
(xx) as subparagraphs (A) through (H) and (I), respec-
tively; and

(iv) in subparagraph (H), as so redesignated, by
inserting "and" at the end;

(2) by striking paragraphs (2) and (4); and
(3) by redesignating paragraph (3) as paragraph (2).

(b) AUTHORIZATION OF APPROPRIATIONS.—Sectjon 19(i) of the
Act is amended—

(1) in the first sentence of paragraph (2)(A), by striking
'and each succeeding fiscal year";

(2) by redesignating paragraphs (3) and (4) as paragraphs
(4) and (5), respectively; and

(3) by inserting after paragraph (2) the following:
'(2) FISCAL YEARS 1997 THROUGH 2002.—

"(A) IN GENERAL.—There are authorized to be appro-
priated to carry out this section $10,000,000 for each of
fiscal years 1997 through 2002.

"(B) GRANTS.—
"(i) IN GENERAL.—Grants to each State from the

amounts made available under subparagraph (A) shall
be based on a rate of 50 cents for each child enrolled
in schools or institutions within the State, except that
no State shall receive an amount less than $75,000
per fiscal year.

"(ii) INSUFFICIENT FUNDS—If the amount made
available for any fiscal year is insufficient to pay the
amount to which each State is entitled under clause
(i), the amount of each grant shall be ratably reduced.".

Subtitle J—Food Stamps and Commodity
Distribution

SEC. 13001. SHORT TITLE.

This subtitle may be cited as the "Food Stamp Reform and
Commodity Distribution Act of 1995".

CHAPTER 1—FOOD STAMP PROGRAM

SEC. 13011. DEFINITION OF CERTIFICATION PERIOD.

Section 3(c) of the Food Stamp Act of 1977 (7 U.S.C. 2012(c))
is amended by striking "Except as provided" and all that follows
and inserting the following: "The certification period shall not
exceed 12 months, except that the certification period may be up
to 24 months if all adult household members are elderly or disabled.
A State agency shall have at least 1 contact with each certified
household every 12 months.".

SEC. 13012. DEFINITION OF COUPON.

Section 3(d) of the Food Stamp Act of 1977 (7 U.S.C. 2012(d))
is amended by striking "or type of certificate" and inserting "type
of certificate, authorization card, cash or check issued in lieu of
a coupon, or an access device, including an electronic benefit trans-
fer card or personal identification number,".
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SEC. 13013. TREATMENT OF CHILDREN LIVING AT HOME.

The second sentence of section 3(i) of the Food Stamp Act
of 1977 (7 U.S.C. 2012(i)) is amended by striking "(who are not
themselves parents living with their children or married and living
with their spouses)".
SEC. 13014. OPTIONAL ADDITIONAL CRITERIA FOR SEPARATE HOUSE-

HOLD DETERMINATIONS.

Section 3(i) of the Food Stamp Act of 1977 (7 U.S.C. 2012(i))
is amended by inserting after the third sentence the following:
"Notwithstanding the preceding sentences, a State may establish
criteria that prescribe when individuals who live together, and
who would be allowed to participate as separate households under
the preceding sentences, shall be considered a single household,
without regard to the common purchase of food and preparation
of meals.".
SEC. J3015. ADJUSTMENT OF THRIFTY FOOD PLAN.

The second sentence of section 3(o) of the Food Stamp Act
of 1977 (7 U.S.C. 2012(o)) is amended—

(1) by striking "shall (1) make" and inserting the following:
"shall—

"(1) make":
(2) by striking "scale, (2) make" and inserting "scale;
"(2) make";
(3) by striking "Alaska, (3) make" and inserting the follow-

ing: "Alaska;
"(3) make"; and
(4) by striking "Columbia, (4) through" and all that follows

through the end of the subsection and inserting the following:
"Columbia; and

"(4) on October 1, 1996, and each October 1 thereafter,
adjust the cost of the diet to reflect the cost of the diet, in
the preceding June, and round the result to the nearest lower
dollar increment for each household size, except that on October
1, 1996, the Secretary may not reduce the cost of the diet
in effect on September 30, 1996.".

SEC. 13016. DEFINITION OF HOMELESS INDIVIDUAL.

Section 3(s)(2)(C) of the Food Stamp Act of 1977 (7 U.S.C.
2012(s)(2)(C)) is amended by inserting "for not more than 90 days"
after "temporary accommodation".
SEC. 13017. STATE OPTION FOR ELIGIBILITY STANDARDS.

Section 5(b) of the Food Stamp Act of 1977 (7 U.S.C. 2014(d))
is amended by striking "(b) The Secretary" and inserting the follow-
ing:

"(b) ELIGIBILITY STANDA1rs.—Except as otherwise provided in
this Act, the Secretary".
SEC. 13018. EARNINGS OF STUDENTS.

Section 5(d)(7) of the Food Stamp Act of 1977 (7 U.S.C.
2014(d)(7)) is amended by striking "21" and inserting "19".
SEC. 13019. ENERGY ASSISTANCE.

(a) IN GENE1L.—Section 5(d) of the Food Stamp Act of 1977
(7 U.S.C. 20 14(d)) s amended by striking paragraph (11) and insert-
ing the following: "(11) a 1-time payment or allowance made under
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a Federal or State law for the costs of weatherization or emergency
repair or replacement of an unsafe or inoperative furnace or other
heating or cooling device,".

(b) CONFORMING AMENDMENTS.—
(1) Section 5(k) of the Act (7 U.S.C. 2014(k)) is amended—

(A) in paragraph (1)—
(i) in subparagraph (A), by striking "plan for aid

to families with dependent children approved" and
inserting "program funded"; and

(ii) in subparagraph (B), by striking ", not includ-
ing energy or utility-cost assistance,";
(B) in paragraph (2), by striking subparagraph (C)

and inserting the following:
"(C) a payment or allowance described in subsection

(d)(11);"; and
(C) by adding at the end the following:

"(4) THIRD-PARTY ENERGY ASSISTANCE PAYMENTS.—
"(A) ENERGY ASSISTANCE PAYMENTS.—For purposes of

subsection (d)(l), a payment made under a Federal or State
law to provide energy assistance to a household shall be
considered money payable directly to the household.

"(B) ENERGY ASSISTANCE EXPENSES.—For purposes of
subsection (e) (7), an expense paid on behalf of a household
under a Federal or State law to provide energy assistance
shall be considered an out-of-pocket expense incurred and
paid by the household.".
(2) Section 2605(f) of the Low-Income Home Energy Assist-

ance Act of 1981 (42 U.S.C. 8624(f)) is amended—
(A) by striking '(f)(1) Notwithstanding" and inserting

"(f) Notwithstanding";
(B) in paragraph (1), by striking "food stamps,"; and
(C) by striking paragraph (2).

SEC. 13020. DEDUCTIONS FROM INCOME.

(a) IN GENE1L.—Section 5 of the Food Stamp Act of 1977
(7 U.S.C. 2014) is amended by striking subsection (e) and inserting
the following:

"(e) DEDUCTIONS FROM INCOME.—
"(1) STANDARD DEDUCTION.—The Secretary shall allow a

standard deduction for each household in the 48 contiguous
States and the District of Columbia, Alaska, Hawaii, Guam,
and the Virgin Islands of the United States of $134, $229,
$189, $269, and $118, respectively.

"(2) EARNED INCOME DEDUCTION.—
"(A) DEFINITION OF EARNED INCOME.—In this para-

graph, the term 'earned income' does not include income
excluded by subsection (d) or any portion of income earned
under a work supplementation or support program, as
defined under section 16(b), that is attributable to public
assistance.

"(B) DEDUCTION.—EXcept as provided in subparagraph
(C), a household with earned income shall be allowed a
deduction of 20 percent of all earned income (other than
income excluded by subsection (d)) to compensate for taxes,
other mandatory deductions from salary, and work
expenses.
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"(C) EXCEPTION.—The deduction described in subpara-
graph (B) shall not be allowed with respect to determining
an overissuance due to the failure of a household to report
earned income in a timely manner.
"(3) DEPENDENT CARE DEDUCTION.—

"(A) IN GENERAL—A household shall be entitled, with
respect to expenses (other than excluded expenses described
in subparagraph (B)) for dependent care, to a dependent
care deduction, the maximum allowable level of which shall
be $200 per month for each dependent child under 2 years
of age and $175 per month for each other dependent, for
the actual cost of payments necessary for the care of a
dependent if the care enables a household member to accept
or continue employment, or training or education that is
preparatory for employment.

"(B) EXCLUDED EXPENSES .—The excluded expenses
referred to in subparagraph (A) are—

"(i) expenses paid on behalf of the household by
a third party;

"(ii) amounts made available and excluded for the
expenses referred to in subparagraph (A) under sub-
section (d)(3); and

"(iii) expenses that are paid under section 6(d)(4).
"(4) DEDUCTION FOR CHILD SUPPORT PAYMENTS.—

"(A) IN GENERAL.—A household shall be entitled to
a deduction for child support payments made by a house-
hold member to or for an individual who is not a member
of the household if the household member is legally obli-
gated to make the payments.

(B) METHODS FOR DETERMINING AMOUNT.—The Sec-
retary may prescribe by regulation the methods, including
calculation on a retrospective basis, that a State agency
shall use to determine the amount of the deduction for
child support payments.
"(5) HOMELESS SHELTER ALLOWANCE—A State agency may

develop a standard homeless shelter allowance, which shall
not exceed $139 per month, for such expenses as may reason-
ably be expected to be incurred by households in which all
members are homeless individuals but are not receiving free
shelter throughout the month. A State agency that develops
the allowance may use the allowance in determining eligibility
and allotments for the households, except that the State agency
may prohibit the use of the allowance for households with
extremely low shelter costs.

"(6) EXCESS MEDICAL EXPENSE DEDUCTION.—
(A) IN GENERAL.—A household containing an elderly

or disabled member shall be entitled, with respect to
expenses other than expenses paid on behalf of the house-
hold by a third party, to an excess medical expense deduc-
tion for the portion of the actual costs of allowable medical
expenses, incurred by the elderly or disabled member,
exclusive of special diets, that exceeds $35 per month.

"(B) METHOD OF CLAIMING DEDUCTION.—
"(i) IN GENERAL.—A State agency shall offer an

eligible household under subparagraph (A) a method
of claiming a deduction for recurring medical expenses
that are initially verified under the excess medical
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expense deduction in lieu of submitting information
or verification on actual expenses on a monthly basis.

"(ii) METH0D.—The method described in clause (i)
shall—

"(I) be designed to minimize the burden for
the eligible elderly or disabled household member
choosing to deduct the recurrent medical expenses
of the member pursuant to the method;

"(II) rely on reasonable estimates of the
expected medical expenses of the member for the
certification period (including changes that can be
reasonably anticipated based on available informa-
tion about the medical condition of the member,
public or private medical insurance coverage, and
the current verified medical expenses incurred by
the member); and

"(III) not require further reporting or verifica-
tion of a change in medical expenses if such a
change has been anticipated for the certification
period.

"(7) ExcEss SHELTER EXPENSE DEDUCTION.—
"(A) IN GENERAL—A household shall be entitled, with

respect to expenses other than expenses paid on behalf
of the household by a third party, to an excess shelter
expense deduction to the extent that the monthly amount
expended by a household for shelter exceeds an amount
equal to 50 percent of monthly household income after
all other applicable deductions have been allowed.

"(B) MAXIMUM AMOUNT OF DEDUCTION.—In the case
of a household that does not contain an elderly or disabled
individual, the excess shelter expense deduction shall not
exceed—

'(i) in the 48 contiguous States and the District
of Columbia, $247 per month; and

"(ii) in Alaska, Hawaii, Guam, and the Virgin
Islands of the United States, $429, $353, $300, and
$182 per month, respectively.
"(C) STANDARD UTILITY ALLOWANCE.—

"(i) IN GENERAL.—In computing the excess shelter
expense deduction, a State agency may use a standard
utility allowance in accordance with regulations
promulgated by the Secretary, except that a State
agency may use an allowance that does not fluctuate
within a year to reflect seasonal variations.

"(ii) RESTRICTIONS ON HEATING AND COOLING
EXPENSES.—An allowance for a heating or cooling
expense may not be used in the case of a household
that—

"(I) does not incur a heating or cooling
expense, as the case may be;

"(II) does incur a heating or cooling expense
but is located in a public housing unit that has
central utility meters and charges households, with
regard to the expense, only for excess utility costs;
or

"(III) shares the expense with, and lives with,
another individual not participating in the food
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stamp program, another household participating
in the food stamp program, or both, unless the
allowance is prorated between the household and
the other individual, household, or both.
"(iii) MANDATORY ALLOWANCE.—

"(I) IN GENERAL.—A State agency may make
the use of a standard utility allowance mandatory
for all households with qualifying utility costs if—

"(aa) the State agency has developed 1

or more standards that include the cost of
heating and cooling and 1 or more standards
that do not include the cost of heating and
cooling; and

"(bb) the Secretary finds that the stand-
ards will not result in an increased cost to
the Secretary.
"(II) HOUSEHOLD ELECTION.—A State agency

that has not made the use of a standard utility
allowance mandatory under subclause (I) shall
allow a household to switch, at the end of a certfi-
cation period, between the standard utility allow-
ance and a deduction based on the actual utility
costs of the household.
"(iv) AVAILABILITY OF ALLOWANCE TO RECIPIENTS

OF ENERGY ASSISTANCE.—
"(I) IN GENERAL.—Subject to subclause (II),

if a State agency elects to use a standard utility
allowance that reflects heating or cooling costs,
the standard utility allowance shall be made avaU-
able to households receiving a payment, or on
behalf of which a payment is made, under the
Low-Income Home Energy Assistance Act of 1981
(42 U.S.C. 8621 et seq.) or other similar energy
assistance program, if the household still incurs
out-of-pocket heating or cooling expenses in excess
of any assistance paid on behalf of the household
to an energy provider.

"(II) SEPARATE ALLOWANCE.—A State agency
may use a separate standard utility allowance for
households on behalf of which a payment described
in subclause (I) is made, but may not be required
to do so.

"(III) STATES NOT ELECTING TO USE SEPARATE
ALLOWANCE—A State agency that does not elect
to use a separate allowance but makes a single
standard utility allowance available to households
incurring heating or cooling expenses (other than
a household described in subclause (I) or (II) of
subparagraph (C)(ii)) may not be required to
reduce the allowance due to the provision (directly
or indirectly) of assistance under the Low-Income
Home Energy Assistance Act of 1981 (42 U.S.C.
8621 et seq.).

"(IV) PRORATION OF ASSISTANCE.—For the pur-
pose of the food stamp program, assistance pro-
vided under the Low-Income Home Energy Assist-
ance Act of 1981 (42 U.S.C. 8621 et seq.) shall



H. R. 2491—891

be considered to be prorated over the entire heat-
ing or cooling season for which the assistance was
provided.".

(b) CONFORMING AMENDMENT.—Section 11(e) (3) of the Act (7
U.S.C. 2020(e) (3)) is amended by striking ". Under rules prescribed"
and all that follows through "verifies higher expenses".

SEC. 13021. VEHICLE ALLOWANCE.

Section 5(g) of the Food Stamp Act of 1977 (7 U.S.C. 2014(g))
is amended by striking paragraph (2) and inserting the following:

"(2) INCLUDED ASSETS.—
"(A) IN GENERAL.—Subject to the other provisions of

this paragraph, the Secretary shall, in prescribing inclu-
sions in, and exclusions from, financial resources, follow
the regulations in force as of June 1, 1982 (other than
those relating to licensed vehicles and inaccessible
resources).

"(B) ADDITIONAL INCLUDED ASSETS.—The Secretary
shall include in financial resources—

'(i) any boat, snowmobile, or airplane used for
recreational purposes;

"(ii) any vacation home;
"(iii) any mobile home used primarily for vacation

purposes;
"(iv) subject to subparagraph (C), any licensed

vehicle that is used for household transportation or
to obtain or continue employment to the extent that
the fair market value of the vehicle exceeds $4,600;
and

"(v) any savings or retirement account (including
an individual account), regardless of whether there
is a penalty for early withdrawal.
"(C) EXCLUDED VEHICLES—A vehicle (and any other

property, real or personal, to the extent the property is
directly related to the maintenance or use of the vehicle)
shall not be included in financial resources under this
paragraph if the vehicle is—

"(i) used to produce earned income;
"(ii) is necessary for the transportation of a phys-

ically disabled household member; or
"(iii) is depended on by a household to carry fuel

for heating or water for home use and provides the
primary source of fuel or water, respectively, for the
household.".

SEC. 13022. VENDOR PAYMENTS FOR TRANSITIONAL HOUSING
COUNTED AS INCOME.

Section 5(k)(2) of the Food Stamp Act of 1977 (7 U.S.C.
2014(k) (2)) is amended—

(1) by striking subparagraph (F); and
(2) by redesignating subparagraphs (C) and (H) as subpara-

graphs (F) and (G), respectively.

SEC. 13023. DOUBLED PENALTIES FOR VIOLATING FOOD STAMP PRO-
GRAM REQUIREMENTS.

Section 6(b)(1) of the Food Stamp Act of 1977 (7 U.S.C.
2015(b)(1)) is amended—
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(1) in clause (i), by striking "six months" and inserting
"1 year"; and

(2) in clause (ii), by striking "1 year" and inserting "2
years".

SEC. 13024. DISQUALIFICATION OF CONVICTED INDIVIDUALS.

Section 6(b)(1)(iii) of the Food Stamp Act of 1977 (7 U.S.C.
2015(b)(1)(iii)) is amended—

(1) in subclause (II), by striking "or" at the end;
(2) in subclause (III), by striking the period at the end

and inserting"; or"; and
(3) by inserting after subclause (III) the following:

"(IV) a conviction of an offense under subsection (b)
or (c) o section 15 involving an item covered by subsection
(b) or (c) of section 15 having a value of $500 or more.".

SEC. 13025. DISQUALIFICATION.

(a) IN GENE1i.—Section 6(d) of the Food Stamp Act of 1977
(7 U.S.C. 20 15(d)) is amended by striking "(d)(1) Unless otherwise
exempted by the provisions" and all that follows through the end
of paragraph (1) and inserting the following:

"(dJ CONDITIONS OF PARTICIPATION.—
"(1) WORK REQUIREMENTS.—

"(A) IN GENERAL.—.No physically and mentally fit
individual over the age of 15 and under the age of 60
shall be eligible to participate in the food stamp program
if the individual—

"(i) refuses, at the time of application and every
12 months thereafter, to register for employment in
a manner prescribed by the Secretary;

"(ii) refuses without good cause to participate in
an employment and training program under paragraph
(4), to the extent required by the State agency;

"(iii) refuses without good cause to accept an offer
of employment, at a site or plant not subject to a
strike or lockout at the time of the refusal, at a wage
not less than the higher of—

"(I) the applicable Federal or State minimum
wage; or

"(II) 80 percent of the wage that would have
governed had the minimum hourly rate under sec-
tion 6(a)(1) of the Fair Labor Standards Act of
1938 (29 U.S.C. 206(a)(1)) been applicable to the
offer of employment;
"(iv) refuses without good cause to provide a State

agency with sufficient information to allow the State
agency to determine the employment status or the
job availability of the individual:

"(v) voluntarily and without good cause—
"(I) quits ajob: or
"(II) reduces work effort and, after the reduc-

tion, the individual is working less than 30 hours
per week; or
"(vi) fails to comply with section 20.

"(B) HOUSEHOLD INELIGIBILITY.—If an individual who
is the head of a household becomes ineligible to participate
in the food stamp program under subparagraph (A), the
household shall, at the option of the State agency, become



H. R. 2491—893

ineligible to participate in the food stamp program for
a period, determined by the State agency, that does not
exceed the lesser of—

"(i) the duration of the ineligibility of the individual
determined under subparagraph (C); or

"(ii) 180 days.
"(C) DURATION OF INELIGIBILITY.—

"(i) FIRST VIOLATION.—The first time that an
individual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individual
shall remain ineligible until the later of—

"(I) the date the individual becomes eligible
under subparagraph (A);

"(II) the date that is 1 month after the date
the individual became ineligible; or

"(III) a date determined by the State agency
that is not later than 3 months after the date
the individual became ineligible.
"(ii) SECOND VIOLATION.—The second time that an

individual becomes ineligible to participate in the food
stamp program under subparagraph (A), the individual
shall remain ineligible until the later of—

"(I) the date the individual becomes eligible
under subparagraph (A);

"(II) the date that is 3 months after the date
the individual became ineligible; or

"(III) a date determined by the State agency
that is not later than 6 months after the date
the individual became ineligible.
"(iii) THIRD OR SUBSEQUENT VIOLATION.—The third

or subsequent time that an individual becomes ineli-
gible to participate in the food stamp program under
subparagraph (A), the individual shall remain ineli-
gible until the later of—

"(I) the date the individual becomes eligible
under subparagraph (A);

"(II) the date that is 6 months after the date
the individual became ineligible;

"(III) a date determined by the State agency;
or

"(IV) at the option of the State agency, perma-
nently.

"(D) ADMINISTRATION.—
'(i) GOOD CAUSE.—The Secretary shall determine

the meaning of good cause for the purpose of this
paragraph.

"(ii) VOLUNTARY QUIT.—The Secretary shall deter-
mine the meaning of voluntarily quitting and reducing
work effort for the purpose of this paragraph.

"(iii) DETERMINATION BY STATE AGENCY.—
"(I) IN GENERAL.—Subject to subclause (II) and

clauses (i) and (ii), a State agency shall deter-
mine—

"(aa) the meaning of any term in subpara-
graph (A);
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"(bb) the procedures for determining
whether an individual is in compliance with
a requirement under subparagraph (A); and

"(cc) whether an individual is in compli-
ance with a requirement under subparagraph
(A).
"(II) NOT LESS RESTRICTIVE.—A State agency

may not determine a meaning, procedure, or deter-
mination under subclause (I) to be less restrictive
than a comparable meaning, procedure, or deter-
mination under a State program funded under part
A of title IV of the Social Security Act (42 U.s.c.
601 etseq.).
"(iv) STRIKE AGAINST THE GOVERNMENT.—For the

purpose of subparagraph (A)(v), an employee of the
Federal Government, a State, or a political subdivision
of a State, who is dismissed for participating in a
strike against the Federal Government, the State, or
the political subdivision of the State shall be considered
to have voluntarily quit without good cause.

"(v) SELECTING A HEAD OF HOUSEHOLD.—
"(I) IN GENERAL.—For the purpose of this para-

graph, the State agency shall allow the household
to select any adult parent of a child in the house-
hold as the head of the household if all aduft
household members making application under the
food stamp program agree to the selection.

"(II) TIME FOR MAKING DESIGNATION.—A
household may designate the head of the household
under subclause (I) each time the household is
certified for participation in the food stamp pro-
gram, but may not change the designation during
a certification period unless there is a change in
the composition of the household.
"(vi) CHANGE IN HEAD OF HOUSEHOLD.—If the head

of a household leaves the household during a period
in which the household is ineligible to participate in
the food stamp program under subparagraph (B)—

"(I) the household shall, if otherwise eligible,
become eligible to participate in the food stamp
program; and

"(II) if the head of the household becomes the
head of another household, the household that
becomes headed by the individual shall become
ineligible to participate in the food stamp program
for the remaining period of ineligibility.".

(b) CONFORMING AMENDMENT.—
(1) The second sentence of section 17(b)(2) of the Act (7

U.S.C. 2026(b) (2)) is amended by striking "6(d)(1)(i)" and insert-
ing "6(d)(1)(A)(i)".

(2) Section 20 of the Act (7 U.S.C. 2029) is amended by
striking subsection (f) and inserting the following:
"(1) DISQUALIFICATION.—An individual or a household may

become ineligible under section 6(d)(1) to participate in the food
stamp program for failing to comply with this section.".
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SEC. 13026. CARETAKER EXEMPTION.

Section 6(d)(2) of the Food Stamp Act of 1977 (7 U.S.C.
2015(d)(2)) is amended by striking subparagraph (B) and inserting
the following: "(B) a parent or other member of a household with
responsibility for the care of (i) a dependent child under the age
of 6 or any lower age designated by the State agency that is
not under the age of 1, or (ii) an incapacitated person;".
SEC. 13027. EMPLOYMENT AND TRAINING.

(a) IN GENERoi._Section 6(d)(4) of the Food Stamp Act of
1977 (7 U.S.C. 2015(d)(4)) is amended—

(1) in subparagraph (A)—
(A) by striking "Not later than April 1, 1987, each"

and inserting "Each";
(B) by inserting "work," after "skills, training,"; and
(C) by adding at the end the following: "Each compo-

nent of an employment and training program carried out
under this paragraph shall be delivered through a state-
wide workforce development system, unless the component
is not available locally through the statewide workforce
development system.";
(2) in subparagraph (B)—

(A) in the matter preceding clause (i), by striking the
colon at the end and inserting the following: ", except
that the State agency shall retain the option to apply
employment requirements prescribed under this subpara-
graph to a program applicant at the time of application:";

(B) in clause (i), by striking "with terms and conditions"
and all that follows through "time of application"; and

(C) in clause (iv)—
(i) by striking subclauses (I) and (II); and
(ii) by redesignating subclauses (III) and (IV) as

subclauses (I) and (II), respectively;
(3) in subparagraph (D)—

(A) in clause (i), by striking "to which the application"
and all that follows through "30 days or less";

(B) in clause (ii), by striking "but with respect" and
all that follows through "child care"; and

(C) in clause (iii), by striking ", on the basis of' and
all that follows through "clause (ii)" and inserting "the
exemption continues to be valid";
(4) in subparagraph (E), by striking the third sentence;
(5) in subparagraph (C)—

(A) by striking "(C)(i) The State" and inserting "(C)
The State"; and

(B) by striking clause (ii);
(6) in subparagraph (H), by striking "(H)(i) The Secretary"

and all that follows through "(ii) Federal funds" and inserting
"(H) Federal funds";

(7) in subparagraph (I)(i)(II), by striking ", or was in oper-
ation," and all that follows through "Social Security Act" and
inserting the following: "), except that no such payment or
reimbursement shall exceed the applicable local market rate";

(8) (A) by striking subparagraphs (K) and (L) and inserting
the following:

"(KJ LIMITATION ON FUNDING.—Notwithstanding any
other provision of this paragraph, the amount of funds
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a State agency uses to carry out this paragraph (including
under subparagraph (I)) for participants who are receiving
benefits under a State program funded under part A of
title IV of the Social Security Act (42 U.S.C. 601 et seq.)
shall not exceed the amount of funds the State agency
used in fiscal year 1995 to carry out this paragraph for
participants who were receiving benefits in fiscal year 1995
under a State program funded under part A of title IV
of the Act (42 U.S.C. 601 et seq.).": and
(B) by redesignating subparagraphs (M) and (N) as sub-

paragraphs (L) and (M), respectively; and
(9) in subparagraph (L), as redesignated by paragraph

(8) (B)—
(A) by striking "(L)(i) The Secretary" and inserting

"(L) The Secretary"; and
(B) by striking clause (ii).

(b) FUNDING—Section 16(h) of the Act (7 U.S.C. 2025(h)) is
amended by striking "(h)(1)(A) The Secretary" and all that follows
through the end of paragraph (1) and inserting the following:

"(h) FUNDING OF EMPLOYMENT AND TRAINING PROGRAMS.—
"(1) IN GENERAL.—

"(A) AMOUNTS.—TO carry out employment and training
programs, the Secretary shall reserve for allocation to State
agencies from funds made available for each fiscal year
under section 18(a)(1) the amount of—

'(i) for fiscal year 1996, $77,000,000;
"(ii) for fiscal year 1997, $80,000,000;
"(iii) for fiscal year 1998, $83,000,000;
"(iv) for fiscal year 1999, $86,000,000;
"(v) for fiscal year 2000, $89,000,000;
"(vi) for fiscal year 2001, $92,000,000; and
"(vii) for fiscal year 2002, $95,000,000.

"(B) ALLOCATION.—The Secretary shall allocate the
amounts reserved under subparagraph (A) among the State
agencies using a reasonable formula (as determined by
the Secretary) that gives consideration to the population
in each State affected by section 6(o).

"(C) REALLOCATION.—
"(i) NOTIFICATION—A State agency shall promptly

notify the Secretary if the State agency determines
that the State agency will not expend all of the funds
allocated to the State agency under subparagraph (B).

"(ii) REALLOCATION.—On notification under clause
(i), the Secretary shall reallocate the funds that the
State agency will not expend as the Secretary considers
appropriate and equitable.
"(D) MINIMUM ALLOCATION—Notwithstanding sub

paragraphs (A) through (C), the Secretary shall ensure
that each State agency operating an employment and train-
ing program shall receive not less than $50,000 in each
fiscal year.".

(c) ADDITIONAL MATCHING FUNDs.—Section 16(h)(2) of the Act
(7 U.S.C. 2025(h)(2)) is amended by inserting before the period
at the end the following: ", including the costs for case management
and casework to facilitate the transition from economic dependency
to self-sufficiency through work".
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(d) REpORTs.—Sectjon 16(h) of the Act (7 U.S.C. 2025(h)) is
amended—

(1) in paragraph (5)—
(A) by striking "(5)(A) The Secretary" and inserting

"(5) The Secretary": and
(B) by striking subparagraph (B); and

(2) by striking paragraph (6).

SEC. 13028. COMPARABLE TREATMENT FOR DISQUALIFICATION.

(a) IN GENERL.—Section 6 of the Food Stamp Act of 1977
(7 U.S.C. 2015) is amended—

(1) by redesignating subsection (i), as added by section
12104, as subsection (p); and

(2) by inserting after subsection (h) the following:
"(i) COMPARABLE TREATMENT FOR DISQUALIFICATION.—

"(1) IN GENERAL.—If a disqualification is imposed on a
member of a household for a failure of the member to perform
an action required under a Federal, State, or local law relating
to a means-tested public assistance program, the State agency
may impose the same disqualification on the member of the
household under the food stamp program.

"(2) RULES AND PROCEDURES.—If a disqualification is
imposed under paragraph (1) for a failure of an individual
to perform an action required under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.), the State agency
may use the rules and procedures that apply under part A
of title IV of the Act to impose the same disqualification under
the food stamp program.

"(3) APPLICATION AFTER DISQUALIFICATION PERIOD.—A
member of a household disqualified under paragraph (1) may,
after the disqualification period has expired, apply for benefits
under this Act and shall be treated as a new applicant, except
that a prior disqualification under subsection (d) shall be consid-
ered in determining eligibility.".
(b) STATE PLAN PROvISI0NS.—Section 11(e) of the Act (7 U.S.C.

2020(e)) is amended—
(1) in paragraph (24), by striking "and" at the end;
(2) in paragraph (25), by striking the period at the end

and inserting a semicolon; and
(3) by adding at the end the following:
"(26) the guidelines the State agency uses in carrying out

section 6(i); and".
(c) CONFORMING AMENDMENT.—SectiOn 6(d)(2)(A) of the Act

(7 U.S.C. 2015(d)(2)(A)) is amended by striking "that is comparable
to a requirement of paragraph (1)".

SEC. 13029. DISQUALIFICATION FOR RECEIPT OF MULTIPLE FOOD
STAMP BENEFITS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015),
as amended by section 13028, is further amended by inserting
after subsection (i) the following:

(j) DISQUALIFICATION FOR RECEIPT OF MULTIPLE FOOD STAMP
BENEFITS.—An individual shall be ineligible to participate in the
food stamp program as a member of any household for a 10-
year period if the individual is found by a State agency to have
made, or is convicted in a Federal or State court of having made,
a fraudulent statement or representation with respect to the iden-
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tity or place of residence of the individual in order to receive
multiple benefits simultaneously under the food stamp program.".
SEC. 13030. DISQUALIFICATION OF FLEEING FELONS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015),
as amended by section 13029, is further amended by inserting
after subsection (j) the following:

"(k) DISQUALIFICATION OF FLEEING FELONS.—NO member of
a household who is otherwise eligible to participate in the food
stamp program shall be eligible to participate in the program as
a member of that or any other household during any period during
which the individual is—

"(1) fleeing to avoid prosecution, or custody or confinement
after conviction, under the law of the place from which the
individual is fleeing, for a crime, or attempt to commit a crime,
that is a felony under the law of the place from which the
individual is fleeing or that, in the case of New Jersey, is
a high misdemeanor under the law of New Jersey; or

"(2) violating a condition of probation or parole imposed
under a Federal or State law.".

SEC. 13031. COOPERATION WITh CHILD SUPPORT AGENCIES.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015),
as amended by section 13030, is further amended by inserting
after subsection (k) the following:

"(1) CUSTODIAL PARENT'S COOPERATION WITH CHILD SUPPORT
AGENCIES.—

"(I) IN GENERAL—At the option of a State agency, subject
to paragraphs (2) and (3), no natural or adoptive parent or
other individual (collectively referred to in this subsection as
'the individual') who is living with and exercising parental
control over a child under the age of 18 who has an absent
parent shall be eligible to participate in the food stamp program
unless the individual cooperates with the State agency admiri-
istering the program established under part D of title IV of
the Social Security Act (42 U.S.C. 651 et seq.)—

"(A) in establishing the paternity of the child (if the
child is born out of wedlock); and

"(B) in obtaining support for—
"(i) the child; or
"(ii) the individual and the child.

"(2) GOOD CAUSE FOR NONCOOPERATION.—Paragraph (1)
shall not apply to the individual if good cause is found for
refusing to cooperate, as determined by the State agency in
accordance with standards prescribed by the Secretary in con-
sultation with the Secretary of Health and Human Services.
The standards shall take into consideration circumstances
under which cooperation may be against the best interests
of the child.

"(3) FEEs.—Paragraph (1) shall not require the payment
of a fee or other cost for services provided under part D of
title IV of the Social Security Act (42 U.S.C. 651 et seq.).
"(m) NON-CUSTODIAL PARENT'S COOPERATION WITH CHILD SUP-

PORT AGENCIES.—
"(1) IN GENERAL.—At the option of a State agency, subject

to paragraphs (2) and (3), a putative or identified non-custodial
parent of a child under the age of 18 (referred to in this
subsection as the individual') shall not be eligible to participate
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in the food stamp program if the individual refuses to cooperate
with the State agency administering the program established
under part D of title IV of the Social Security Act (42 U.S.C.
651 et seq.)—

"(A) in establishing the paternity of the child (if the
child is born out of wedlock); and

"(B) in providing support for the child.
"(2) REFUSAL TO COOPERATE.—

'(A) GUIDELINES.—The Secretary, in consultation with
the Secretary of Health and Human Services, shall develop
guidelines on what constitutes a refusal to cooperate under
paragraph (1).

"(B) PROCEDURES.—The State agency shall develop
procedures, using guidelines developed under subparagraph
(A), for determining whether an individual is refusing to
cooperate under paragraph (1).
"(3) FEEs.—-Paragraph (1) shall not require the payment

of a fee or other cost for services provided under part D of
title IV of the Social Security Act (42 U.S.C. 651 et seq.).

(4) PRIvAcY.—The State agency shall provide safeguards
to restrict the use of information collected by a State agency
administering the program established under part D of title
IV of the Social Security Act (42 U.S.C. 651 et seq.) to purposes
for which the information is collected.".

SEC. 13032. DISQUALIFICATION RELATING TO CHILD SUPPORT
ARREARS.

Section 6 of the Food Stamp Act of 1977 (7 U.S.C. 2015),
as amended by section 13031, is further amended by inserting
after subsection (m) the following:

"(n) DISQUALIFICATION FOR CHILD SUPPORT ARREARS.—
"(1) IN GENERAL.—No individual shall be eligible to partici-

pate in the food stamp program as a member of any household
during any month that the individual is delinquent in any
payment due under a court order for the support of a child
of the individual.

'(2) ExCEPTI0NS.—Paragraph (1) shall not apply if—
"(A) a court is allowing the individual to delay pay-

ment; or
"(B) the individual is complying with a payment plan

approved by a court or the State agency designated under
part D of title IV of the Social Security Act (42 U.S.C.
651 et seq.) to provide support for the child of the individ-
ual.".

SEC. 13033. WORK REQUIREMENT.

(a) IN GENEr.L.—Section 6 of the Food Stamp Act of 1977
(7 U.S.C. 2015), as amended by section 13032, is further amended
by inserting after subsection (n) the following:

"(o) WORK REQUIREMENT.—
"(1) DEFINITION OF WORK PROGRAM.—Jn this subsection,

the term work program' means—
"(A) a program under the Job Training Partnership

Act (29 U.S.C. 1501 et seq.);
"(B) a program under section 236 of the Trade Act

of 1974 (19 U.S.C. 2296); or
(C) a program of employment or training operated

or supervised by a State or political subdivision of a State
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that meets standards approved by the Governor of the
State, including a program under section 6(d)(4), other
than ajob search program or ajob search training program.
"(2) WORK REQUIREMENT—Subject to the other provisions

of this subsection, no individual shall be eligible to participate
in the food stamp program as a member of any household
if, during the preceding 12-month period, the individual
received food stamp benefits for not less than 4 months during
which the individual did not—

"(A) work 20 hours or more per week, averaged
monthly; or

"(B) participate in and comply with the requirements
of a work program for 20 hours or more per week, as
determined by the State agency; or

"(C) participate in a program under section 20 or a
comparable program established by a State or political
subdivision of a State.
"(3) ExcEPTI0N.—Paragraph (2) shall not apply to an

individual if the individual is-—
"(A) under 18 or over 50 years of age;
'(B) medically certified as physically or mentally unfit

for employment;
"(C) a parent or other member of a household with

responsibility for a dependent child;
°(D) otherwise exempt under section 6(d)(2); or
(E) a pregnant woman.

(4) WAIVER.—
"(A) IN GENERAL.—On the request of a State agency,

the Secretary may waive the applicability of paragraph
(2) to any group of individuals in the State if the Secretary
makes a determination that the area in which the individ-
uals reside—

"(i) has an unemployment rate of over 10 percent;
or

"(ii) does not have a sufficient number of jobs
to provide employment for the individuals.
(B) REPORT.—The Secretary shall report the basis for

a waiver under subparagraph (A) to the Committee on
Agriculture of the House of Representatives and the
Committee on Agriculture, Nutrition, and Forestry of the
Senate.
"(5) SUBSEQUENT ELIGIBILITY.—

"(A) IN GENERAL.—Paragraph (2) shall cease to apply
to an individual if, during a 30-day period, the individual—

'(i) works 80 or more hours;
"(ii) participates in and complies with the require-

ments of a work program for 80 or more hours, as
determined by a State agency; or

"(iii) participates in a program under section 20
or a comparable program established by a State or
political subdivision of a State.
"(B) LIMITATION.—During the subsequent 12-month

period, the individual shall be eligible to participate in
the food stamp program for not more than 4 months during
which the individual does not—

"(i) work 20 hours or more per week, averaged
monthly;
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"(ii) participate in and comply with the require-
ments of a work program for 20 hours or more per
week, as determined by the State agency; or

"(iii) participate in a program under section 20
or a comparable program established by a State or
political subdivision of a State.".

(b) TINsITIoN PROvISION.—Prior to 1 year after the date of
enactment of this Act, the term "preceding 12-month period" in
section 6(o) of the Food Stamp Act of 1977, as amended by sub-
section (a), means the preceding period that begins on the date
of enactment of this Act.

SEC. 13034. ENCOURAGE ELECTRONIC BENEFIT TRANSFER SYSTEMS.

Section 7(i) of the Food Stamp Act of 1977 (7 U.S.C. 2016(i))
is amended—

(1) by striking paragraph (1) and inserting the following:
"(1) ELECTRONIC BENEFIT TRANSFERS.—

"(A) IMPLEMENTATION.—Each State agency shall imple-
ment an electronic benefit transfer system in which house-
hold benefits determined under section 8(a) or 24 are issued
from and stored in a central databank before October 1,
2002, unless the Secretary provides a waiver for a State
agency that faces unusual barriers to implementing an
electronic benefit transfer system.

"(B) TIMELY IMPLEMENTATION.—State agencies are
encouraged to implement an electronic benefit transfer sys-
tem under subparagraph (A) as soon as practicable.

"(C) STATE FLEXIBILITY.—Subject to paragraph (2), a
State agency may procure and implement an electronic
benefit transfer system under the terms, conditions, and
design that the State agency considers appropriate.

"(D) OPERATION.—An electronic benefit transfer system
should take into account generally accepted standard
operating rules based on—

"(i) commercial electronic funds transfer tech-
nology;

"(ii) the need to permit interstate operation and
law enforcement monitoring; and

"(iii) the need to permit monitoring and investiga-
tions by authorized law enforcement agencies.";

(2) in paragraph (2)—
(A) by striking "effective no later than April 1, 1992,";
(B) in subparagraph (A)—

(i) by striking", in any 1 year,"; and
(ii) by striking "on-line";

(C) by striking subparagraph (D) and inserting the
following:

"(D)(i) measures to maximize the security of a system
using the most recent technology available that the State
agency considers appropriate and cost effective and which
may include personal identification numbers, photographic
identification on electronic benefit transfer cards, and other
measures to protect against fraud and abuse; and

"(ii) effective not later than 2 years after the effective
date of this clause, to the extent practicable, measures
that permit a system to differentiate items of food that
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may be acquired with an allotment from items of food
that may not be acquired with an allotment.";

(D) in subparagraph (C), by striking "and" at the end;
(E) in subparagraph (H), by striking the period at

the end and inserting "; and", and
(F) by adding at the end the following:
(I) procurement standards."; and

(3) by adding at the end the following:
"(7) REPLACEMENT OF BENEFITS.—Regulations issued by

the Secretary regarding the replacement of benefits and liability
for replacement of benefits under an electronic benefit transfer
system shall be similar to the regulations in effect for a paper
food stamp issuance system.

"(8) REPLACEMENT CARD FEE.—A State agency may collect
a charge for replacement of an electronic benefit transfer card
by reducing the monthly allotment of the household receiving
the replacement card.

"(9) OPTIONAL PHOTOGRAPHIC IDENTIFICATION.—
"(A) IN GENERAL.—A State agency may require that

an electronic benefit card contain a photograph of 1 or
more members of a household.

"(B) OTHER AUThORIZED USERS.—If a State agency
requires a photograph on an electronic benefit card under
subparagraph (A), the State agency shall establish proce-
dures to ensure that any other appropriate member of
the household or any authorized representative of the
household may utilize the card.".

SEC. 13035. VALUE OF MINIMUM ALLOTMENT.

The proviso in section 8(a) of the Food Stamp Act of 1977
(7 U.S.C. 2017(a)) is amended by striking", and shall be adjusted"
and all that follows through "$5".
SEC. 13036. BENEFITS ON RECERTIFICATION.

Section 8(c)(2)(B) of the Food Stamp Act of 1977 (7 U.S.C.
2017(c)(2)(B)) is amended by striking "of more than one month".
SEC. 13037. OPTIONAL COMBINED ALLOTMENT FOR EXPEDITED

HOUSEHOLDS.

Section 8(c) of the Food Stamp Act of 1977 (7 U.S.C. 2017(c))
is amended by striking paragraph (3) and inserting the following:

"(3) OPTIONAL COMBINED ALLOTMENT FOR EXPEDITED
HOUSEHOLDS.—A State agency may provide to an eligible house-
hold applying after the 15th day of a month, in lieu of the
initial allotment of the household and the regular allotment
of the household for the following month, an allotment that
is equal to the total amount of the initial allotment and the
first regular allotment. The allotment shall be provided in
accordance with section 11(e)(3) in the case of a household
that is not entitled to expedited service and in accordance
with paragraphs (3) and (9) of section 11(e) in the case of
a household that is entitled to expedited service.".

SEC. 13038. FAILURE TO COMPLY WITH OTHER MEANS-TESTED PUBLIC
ASSISTANCE PROGRAMS.

Section 8 of the Food Stamp Act of 1977 (7 U.S.C. 2017)
is amended by striking subsection (d) and inserting the following:

"(d) REDUCTION OF PUBLIC ASSISTANCE BENEFITS.—
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"(1) IN GENERAL.—If the benefits of a household are reduced
under a Federal, State, or local law relating to a means-tested
public assistance program for the failure of a member of the
household to perform an action required under the law or
program, for the duration of the reduction—

"(A) the household may not receive an increased allot-
ment as the result of a decrease in the income of the
household to the extent that the decrease is the result
of the reduction; and

"(B) the State agency may reduce the allotment of
the household by not more than 25 percent.
'(2) RULES AND PROCEDURES.—If the allotment of a house-

hold is reduced under this subsection for a failure to perform
an action required under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.), the State agency may use the
rules and procedures that apply under part A of title IV of
the Act to reduce the allotment under the food stamp program.".

SEC. 13039. ALLOTMENTS FOR HOUSEHOLDS RESIDING IN CENTERS.

Section 8 of the Food Stamp Act of 1977 (7 U.S.C. 2017)
is amended by adding at the end the following:

"(f) ALLOTMENTS FOR HOUSEHOLDS RESIDING IN CENTERS.—
"(1) IN GENERAL.—In the case of an individual who resides

in a center for the purpose of a drug or alcoholic treatment
program described in the last sentence of section 3(i), a State
agency may provide an allotment for the individual to—

"(A) the center as an authorized representative of the
individual for a period that is less than 1 month; and

"(B) the individual, if the individual leaves the center.
"(2) DIRECT PAYMENT.—A State agency may require an

individual referred to in paragraph (1) to designate the center
in which the individual resides as the authorized representative
of the individual for the purpose of receiving an allotment.".

SEC. 13040. CONDITION PRECEDENT FOR APPROVAL OF RETAIL FOOD
STORES AND WHOLESALE FOOD CONCERNS.

Section 9(a)(1) of the Food Stamp Act of 1977 (7 U.S.C.
2018(a)(1)) is amended by adding at the end the following: "No
retail food store or wholesale food concern of a type determined
by the Secretary, based on factors that include size, location, and
type of items sold, shall be approved to be authorized or reauthor-
ized for participation in the food stamp program unless an author-
ized employee of the Department of Agriculture, a designee of
the Secretary, or, if practicable, an official of the State or local
government designated by the Secretary has visited the store or
concern for the purpose of determining whether the store or concern
should be approved or reauthorized, as appropriate.".

SEC. 13041. AUTHORITY TO ESTABLISH AUTHORIZATION PERIODS.

Section 9(a) of the Food Stamp Act of 1977 (7 U.S.C. 2018(a))
is amended by adding at the end the following:

"(3) AUTHORIZATION PERIODS.—The Secretary shall estab-
lish specific time periods during which authorization to accept
and redeem coupons, or to redeem benefits through an elec-
tronic benefit transfer system, shall be valid under the food
stamp program.".
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SEC. 13042. IMORMATION FOR VERIFYING ELIGIBILITY E0R
AUTHORIZATION.

Section 9(c) of the Food Stamp Act of 1977 (7 U.S.C. 2018(c))
is amended—

(1) in the first sentence, by inserting ", which may include
relevant income and sales tax filing documents," after "submit
information"; and

(2) by inserting after the first sentence the following: "The
regulations may require retail food stores and wholesale food
concerns to provide written authorization for the Secretary
to verif,' all relevant tax filings with appropriate agencies and
to obtain corroborating documentation from other sources so
that the accuracy of information provided by the stores and
concerns may be verified.".

SEC. 13043. WAITING PERIOD FOR STORES THAT FAIL TO MEET
AUTHORIZATION CRITERIA.

Section 9(d) of the Food Stamp Act of 1977 (7 U.S.C. 2018(d))
is amended by adding at the end the following: 'A retail food
store or wholesale food concern that is denied approval to accept
and redeem coupons because the store or concern does not meet
criteria for approval established by the Secretary may not, for
at least 6 months, submit a new application to participate in the
program. The Secretary may establish a longer time period under
the preceding sentence, including permanent disqualification, that
reflects the severity of the basis of the denial.".
SEC. 13044. EXPEDITED COUPON SERVICE.

Section 11(e)(9) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(9)) is amended—

(1) in subparagraph (A)—
(A) by striking "five days" and inserting "7 days"; and
(B) by inserting "and" at the end:

(2) by striking subparagraphs (B) and (C);
(3) by redesignating subparagraph (D) as subparagraph

(B); and
(4) in subparagraph (B), as redesignated by paragraph

(3), by striking", (B), or (C)".
SEC. 13045. WIThDRAWING FAIR HEARING REQUESTS.

Section 11(e)(10) of the Food Stamp Act of 1977 (7 U.S.C.
2020(e)(10)) is amended by inserting before the semicolon at the
end a period and the following: "At the option of a State, at any
time prior to a fair hearing determination under this paragraph,
a household may withdraw, orally or in writing, a request by
the household for the fair hearing. If the withdrawal request is
an oral request, the State agency shall provide a written notice
to the household confirming the withdrawal request and providing
the household with an opportunity to request a hearing".
SEC. 13046. DISQUALIFICATION OF RETAILERS WHO INTENTIONALLY

SUBMIT FALSIFIED APPLICATIONS.

Section 12(b) of the Food Stamp Act of 1977 (7 U.S.C. 202 1(b))
is amended—

(1) in paragraph (2), by striking "and" at the end:
(2) in paragraph (3), by striking the period at the end

and inserting"; and": and
(3) by adding at the end the following:
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"(4) for a reasonable period of time to be determined by
the Secretary, including permanent disqualification, on the
knowing submission of an application for the approval or
reauthorization to accept and redeem coupons that contains
false information about a substantive matter that was a part
of the application.".

SEC. 13047. DISQUALIFICATION OF RETAILERS WHO ARE DISQUALI-
FIED UNDER THE WIC PROGRAM.

Section 12 of the Food Stamp Act of 1977 (7 U.S.C. 2021)
is amended by adding at the end the following:

"(g) DISQUALIFICATION OF RETAILERS WHO ARE DISQUALIFIED
UNDER THE WIC PROGRAM.—

"(1) IN GENERAL.—The Secretary shall issue regulations
providing criteria for the disqualification under this Act of
an approved retail food store and a wholesale food concern
that is disqualified from accepting benefits under the special
supplemental nutrition program for women, infants, and chil-
dren established under section 17 of the Child Nutrition Act
of 1966 (7 U.S.C. 1786).

"(2) TERMS.—A disqualification under paragraph (1)—
"(A) shall be for the same length of time as the disquali-

fication from the program referred to in paragraph (1);
"(B) may begin at a later date than the disqualification

from the program referred to in paragraph (1); and
"(C) notwithstanding section 14, shall not be subject

to judicial or administrative review.".
SEC. 13048. COLLECTION OF OVERISSUANCES.

(a) COLLECTION OF OvERISSuANCES.—Section 13 of the Food
Stamp Act of 1977 (7 U.S.C. 2022) is amended—

(1) by striking subsection (b) and inserting the following:
"(b) COLLECTION OF OVERISSUANCES.—

"(1) IN GENERAL.—Except as otherwise provided in this
subsection, a State agency shall collect any overissuance of
coupons issued to a household by—

"(A) reducing the allotment of the household;
"(B) withholding amounts from unemployment com-

pensation from a member of the household under sub-
section (c);

"(C) recovering from Federal pay or a Federal income
tax refund under subsection (d); or

"(D) any other means.
"(2) COST EFFECTIVENESS.—Paragraph (1) shall not apply

if the State agency demonstrates to the satisfaction of the
Secretary that all of the means referred to in paragraph (1)
are not cost effective.

"(3) MAXIMUM REDUCTION ABSENT FRAUD.—If a household
received an overissuance of coupons without any member of
the household being found eligible to participate in the program
under section 6(b)(1) and a State agency elects to reduce the
allotment of the household under paragraph (1)(A), the State
agency shall not reduce the monthly allotment of the household
under paragraph (1)(A) by an amount in excess of the greater
of—

"(A) 10 percent of the monthly allotment of the house-
hold; or

'(B) $10.
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"(4) PROCEDURES—A State agency shall collect an
overissuance of coupons issued to a household under paragraph
(1) in accordance with the requirements established by the
State agency for providing notice, electing a means of payment,
and establishing a time schedule for payment."; and

(2) in subsection (d)—
(A) by striking "as determined under subsection (b)

and except for claims arising from an error of the State
agency," and inserting ", as determined under subsection
(b)(1),"; and

(B) by inserting before the period at the end the follow-
ing: "or a Federal income tax refund as authorized by
section 3720A of title 31, United States Code".

(b) CONFORMING AMENDMENTS.—Section 11(e) (8) of the Act (7
U.S.C. 2020(e) (8)) is amended—

(1) by striking "and excluding claims" and all that follows
through "such section"; and

(2) by inserting before the semicolon at the end the follow-
ing: "or a Federal income tax refund as authorized by section
3720A of title 31, United States Code".
(c) RETENTION RATE.—Section 16(a) of the Act (7 U.S.C. 2025(a))

is amended by striking "25 percent during the period beginning
October 1, 1990" and all that follows through "error of a State
agency" and inserting the following: "25 percent of the overissuances
collected by the State agency under section 13, except those
overissuances arising from an error of the State agency".
SEC. 13049. AUTHORITY TO SUSPEND STORES VIOLATING PROGRAM

REQUIREMENTS PErSDThG ADMINISTRATIVE AND
JUDICIAL REVIEW.

Section 14(a) of the Food Stamp Act of 1977 (7 U.S.C. 2023(a))
is amended—

(1) by redesignating the first through seventeenth sen-
tences as paragraphs (1) through (17), respectively; and

(2) by adding at the end the following:
"(18) SUSPENSION OF STORES PENDING REVIEW.—Notwith-

standing any other provision of this subsection, any permanent
disqualification of a retail food store or wholesale food concern
under paragraph (3) or (4) of section 12(b) shall be effective
from the date of receipt of the notice of disqualification. If
the disqualification is reversed through administrative or
judicial review, the Secretary shall not be liable for the value
of any sales lost during the disqualification period.".

SEC. 13050. LIMITATIOrs OF FEDERAL MATCH.

Section 16(a)(4) of the Food Stamp Act of 1977 (7 U.S.C.
2025(a)(4)) is amended by inserting after the comma at the end
the following: "but not including recruitment activities,".
SEC. 13051. WORK SUPPLEMENTATION OR SUPPORT PROGRAM.

Section 16 of the Food Stamp Act of 1977 (7 U.S.C. 2025)
is amended by adding at the end the following:

"(c) WoRK SUPPLEMENTATION OR SUPPORT PROGRAM.—
"(1) DEFINITION OF WORK SUPPLEMENTATION OR SUPPORT

PROGRAM.—In this subsection, the term 'work supplementation
or support program' means a program under which, as deter-
mined by the Secretary, public assistance (including any bene-
fits provided under a program established by the State and
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the food stamp program) is provided to an employer to be
used for hiring and employing a public assistance recipient
who was not employed by the employer at the time the public
assistance recipient entered the program.

"(2) PROGRAM.—A State agency may elect to use an amount
equal to the allotment that would otherwise be issued to a
household under the food stamp program, but for the operation
of this subsection, for the purpose of subsidizing or supporting
a job under a work supplementation or support program estab-
lished by the State.

"(3) PROCEDURE.—If a State agency makes an election
under paragraph (2) and identifies each household that partici-
pates in the food stamp program that contains an individual
who is participating in the work supplementation or support
program—

"(A) the Secretary shall pay to the State agency an
amount equal to the value of the allotment that the house-
hold would be eligible to receive but for the operation
of this subsection;

"(B) the State agency shall expend the amount received
under subparagraph (A) in accordance with the work
supplementation or support program in lieu of providing
the allotment that the household would receive but for
the operation of this subsection;

"(C) for purposes of—
'(i) sections 5 and 8(a), the amount received under

this subsection shall be excluded from household
income and resources; and

"(ii) section 8(b), the amount received under this
subsection shall be considered to be the value of an
allotment provided to the household; and
"(D) the household shall not receive an allotment from

the State agency for the period during which the member
continues to participate in the work supplementation or
support program.
"(4) OTHER WORK REQUIREMENTS.—No individual shall be

excused, by reason of the fact that a State has a work
supplementation or support program, from any work require-
ment under section 6(d), except during the periods in which
the individual is employed under the work supplementation
or support program.

"(5) LENGTH OF PARTICIPATION.—A State agency shall pro-
vide a description of how the public assistance recipients in
the program shall, within a specific period of time, be moved
from supplemented or supported employment to employment
that is not supplemented or supported.

"(6) DISPLACEMENT.—A work supplementation or support
program shall not displace the employment of individuals who
are not supplemented or supported.".

SEC. 13052. AUTHORIZATION OF PILOT PROJECTS.

The last sentence of section 17(b)(1)(A) of the Food Stamp
Act of 1977 (7 U.S.C. 2026(b)(1)(A)) is amended by striking "1995"
and inserting "2002".
SEC. 13053. EMPLOYMENT INITIATIVES PROGRAM.

Section 17 of the Food Stamp Act of 1977 (7 U.S.C. 2026)
is amended by striking subsection (d) and inserting the following:
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"(d) EMPLOYMENT INITIATIVES PROGRAM.—
"(1) ELECTION TO PARTICIPATE.—

"(A) IN GENERAL.—Subject to the other provisions of
this subsection, a State may elect to carry out an employ-
ment initiatives program under this subsection.

"(B) REQUIREMENT.—A State shall be eligible to carry
out an employment initiatives program under this sub-
section only if not less than 50 percent of the households
that received food stamp benefits during the summer of
1993 also received benefits under a State program funded
under part A of title IV of the Social Security Act (42
U.S.C. 601 et seq.) during the summer of 1993.
"(2) PROCEDURE.—

"(A) IN GENERAL.—A State that has elected to carry
out an employment initiatives program under paragraph
(1) may use amounts equal to the food stamp allotments
that would otherwise be issued to a household under the
food stamp program, but for the operation of this sub-
section, to provide cash benefits in lieu of the food stamp
allotments to the household if the household is eligible
under paragraph (3).

"(B) PAYMENT.—The Secretary shall pay to each State.
that has elected to carry out an employment initiatives
program under paragraph (1) an amount equal to the value
of the allotment that each household would be eligible
to receive under this Act but for the operation of this
subsection.

"(C) OTHER PROVISIONS—For purposes of the food
stamp program (other than this subsection)—

"(i) cash assistance under this subsection shall
be considered to be an allotment; and

"(ii) each household receiving cash benefits under
this subsection shall not receive any other food stamp
benefit for the period for which the cash assistance
is provided.
"(D) ADDITIONAL PAYMENTS.—Each State that has

elected to carry out an employment initiatives program
under paragraph (1) shall——

"(i) increase the cash benefits provided to each
household under this subsection to compensate for any
State or local sales tax that may be collected on pur-
chases of food by any household receiving cash benefits
under this subsection, unless the Secretary determines
on the basis of information provided by the State that
the increase is unnecessary on the basis of the limited
nature of the items subject to the State or local sales
tax; and

"(ii) pay the cost of any increase in cash benefits
required by clause (i).

"(3) ELIGIBILITY.—A household shall be eligible to receive
cash benefits under paragraph (2) if an adult member of the
household—

"(A) has worked in unsubsidized employment for not
less than the preceding 90 days;

"(B) has earned not less than $350 per month from
the employment referred to in subparagraph (A) for not
less than the preceding 90 days;
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"(C) (i) is receiving benefits under a State program
funded under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.); or

"(ii) was receiving benefits under a State program
funded under part A of title IV of the Social Security
Act (42 U.S.C. 601 et seq.) at the time the member first
received cash benefits under this subsection and is no
longer eligible for the State program because of earned
income;

"(D) is continuing to earn not less than $350 per month
from the employment referred to in subparagraph (A); and

"(E) elects to receive cash benefits in lieu of food stamp
benefits under this subsection.
"(4) EVALUATION.—A State that operates a program under

this subsection for 2 years shall provide to the Secretary a
written evaluation of the impact of cash assistance under this
subsection. The State agency, with the concurrence of the Sec-
retary, shall determine the content of the evaluation.".

SEC. 13054. REAUTHORIZATION OF PUERTO RICO NUTRITION ASSIST-
ANCE PROGRAM.

The first sentence of section 19(a)(1)(A) of the Food Stamp
Act of 1977 (7 U.S.C. 2028(a)(1)(A)) is amended by striking
"$974,000,000" and all that follows through "fiscal year 1995" and
inserting "$1,143,000,000 for each of fiscal years 1995 and 1996,
$1,182,000,000 for fiscal year 1997, $1,223,000,000 for fiscal year
1998, $1,266,000,000 for fiscal year 1999, $1,310,000,000 for fiscal
year 2000, $1,357,000,000 for fiscal year 2001, and $1,404,000,000
for fiscal year 2002".

SEC. 13055. SIMPLIFIED FOOD STAMP PROGRAM.

(a) IN GENERAL.—The Act (7 U.S.C. 2011 et seq.) is amended
by adding at the end the following:

"SEC. 24. SIMPLIFIED FOOD STAMP PROGRAM.

"(a) DEFINITION OF FEDERAL COSTS.—In this section, the term
'Federal costs' does not include any Federal costs incurred under
section 17.

"(b) ELECTI0N.—Subject to subsection (d), a State agency may
elect to carry out a Simplified Food Stamp Program (referred to
in this section as a 'Program') in accordance with this section.

"(c) OPERATION OF PROGRAM.—If a State agency elects to carry
out a Program, within the State or a political subdivision of the
State—

"(1) a household in which all members receive assistance
under a State program funded under part A of title IV of
the Social Security Act (42 U.S.C. 601 et seq.) shall automati-
cally be eligible to participate in the Program; and

"(2) subject to subsection (f), benefits under the Program
shall be determined under rules and procedures established
by the State under—

"(A) a State program funded under part A of title
IV of the Social Security Act (42 U.S.C. 601 et seq.);

"(B) the food stamp program (other than section 25);
or

"(C) a combination of a State program funded under
part A of title IV of the Social Security Act (42 U.S.C.
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601 et seq.) and the food stamp program (other than section
25).

"(d) APPROVAL OF PROGRAM.—
"(1) STATE PLAN.—A State agency may not operate a Pro-

gram unless the Secretary approves a State plan for the oper-
ation of the Program under paragraph (2).

"(2) APPROVAL OF PLAN—The Secretary shall approve any
State plan to carry Out a Program if the Secretary determines
that the plan—

"(A) complies with this section; and
"(B) contains suffident documentation that the plan

will not increase Federal costs for any fiscal year.
"(e) INCREASED FEDERAL COSTS—

"(1) DETERMINATI0N.—During each fiscal year and not later
than 90 days after the end of each fiscal year, the Secretary
shall determine whether a Program being carried out by a
State agency is increasing Federal costs under this Act above
the Federal costs incurred under the food stamp program in
operation in the State or political subdivision of the State
for the fiscal year prior to the implementation of the Program,
adjusted for any changes in—

"(A) participation;
"(B) the income of participants in the food stamp pro-

gram that is not attributable to public assistance; and
"(C) the thrifty food plan under section 3(o).

"(2) N0TIFIcATI0N.—If the Secretary determines that the
Program has increased Federal costs under this Act for any
fiscal year or any portion of any fiscal year, the Secretary
shall notify the State agency not later than 30 days after
the Secretary makes the determination under paragraph (1).

"(3) ENFORCEMENT.—
"(A) CORRECTIVE ACTION.—Not later than 90 days after

the date of a notification under paragraph (2), the State
agency shall submit a plan for approval by the Secretary
for prompt corrective action that is designed to prevent
the Program from increasing Federal costs under this Act.

"(B) TERMINATION.—If the State agency does not sub-
mit a plan under subparagraph (A) or carry out a plan
approved by the Secretary, the Secretary shall terminate
the approval of the State agency to operate a Program
and the State agency shall be ineligible to operate a future
Program.

"(1) RULES AND PROCEDURES.—
"(1) IN GENERAL.—In operating a Program, a State or politi-

cal subdivision of a State may follow the rules and procedures
established by the State or political subdivision under a State
program funded under part A of title IV of the Social Security
Act (42 USC. 601 et seq.) or under the food stamp program.

"(2) STANDARDIZED DEDUCTIONS.—In operating a Program,
a State may standardize the deductions provided under section
5(e). In developing the standardized deduction, the State shall
consider the work expenses, dependent care costs, and shelter
costs of participating households.

"(3) REQUIREMENTS—In operating a Program, a State or
political subdivision shall comply with the requirements of—

"(A) subsections (a) through (g) of section 7;
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"(B) section 8(a) (except that the income of a household
may be determined under a State program funded under
part A of title IV of the Social Security Act (42 U.S.C.
601 et seq.));

'(C) subsection (b) and (d) of section 8;
"(D) subsections (a), (c), (d), and (n) of section 11;
"(E) paragraphs (8), (12), (17), (19), (21), (26), and

(27) of section 11(e);
"(F) section 11(e)(10) (or a comparable requirement

established by the State under a State program funded
under part A of title IV of the Social Seeurity Act (42
U.S.C. 601 et seq.)); and

"(C) section 16.
"(4) LIMITATION ON ELIGIBILITY—Notwithstanding any

other provision of this section, a household may not receive
benefits under this section as a result of the eligibility of
the household under a State program funded under part A
of title IV of the Social Security Act (42 U.S.C. 601 et seq.),
unless the Secretary determines that any household with
income above 130 percent of the poverty guidelines is not
eligible for the program.".
(b) STATE PLAN PROvIsI0Ns.—Section 11(e) of the Act (7 U.S.C.

2020(e)), as amended by section 13028(b), is further amended by
adding at the end the following:

"(27) if a State agency elects to carry out a Simplified
Food Stamp Program under section 24, the plans of the State
agency for operating the program, including—

"(A) the rules and procedures to be followed by the
State to determine food stamp benefits;

'(B) how the State will address the needs of households
that experience high shelter costs in relation to the incomes
of the households; and

(C) a description of the method by which the State
will carry out a quality control system under section 16(c).".

(c) CONFORMING AMENDMENTS.—
(1) Section 8 of the Act (7 U.S.C. 2017), as amended by

section 13039, is further amended—
(A) by striking subsection (e); and
(B) by redesignating subsection U) as subsection (e).

(2) Section 17 of the Act (7 U.S.C. 2026) is amended—
(A) by striking subsection (i); and
(B) by redesignating subsections (j) through (1) as sub-

sections (i) through (k), respectively.

SEC. 13056. STATE FOOD ASSISTANCE BLOCK GRANT.

(a) IN GENERAL.—The Food Stamp Act of 1977 (7 U.S.C. 2011
et seq.), as amended by section 13055, is further amended by
adding at the end the following:

"SEC. 25. STATE FOOD ASSISTANCE BLOCK GRANT.

"(a) DEFINITIONS.—In this section:
"(1) FOOD ASSISTANCE.—The term 'food assistance' means

assistance that may be used only to obtain food, as defined
in section 3(g).

"(2) STATE—The term State' means each of the 50 States,
the District of Columbia, Guam, and the Virgin Islands of
the United States.
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(b) ESTABLISHMENT.—The Secretary shall establish a program
to make grants to States in accordance with this section to provide—

'(1) food assistance to needy individuals and families resid-
ing in the State; and

"(2) funds for administrative costs incurred in providing
the assistance.
"(c) ELEcTION.—

"(1) IN GENERAL.—A State may annually elect to participate
in the program established under subsection (b) if the State—

"(A) has fully implemented an electronic benefit trans-
fer system that operates in the entire State:

'(B) has a payment error rate under section 16(c) that
is not more than 6 percent as announced most recently
by the Secretary; or

'(C) has a payment error rate in excess of 6 percent
and agrees to contribute non-Federal funds for the fiscal
year of the grant, for benefits and administration of the
State's food assistance program, the amount determined
under paragraph (2).
"(2) STATE MANDATORY CONTRIBUTIONS.—

"(A) IN GENERAL.—In the case of a State that elects
to participate in the program under paragraph (1)(C), the
State shall agree to contribute, for a fiscal year, an amount
equal to—

"(A)(i) the benefits issued in the State: multiplied by
"(ii) the payment error rate of the State; minus
"(B)(i) the benefits issued in the State; multiplied by
"(ii) 6 percent.
"(B) DETERMINATION.—Notwithstanding sections 13

and 14, the calculation of the contribution shall be based
solely on the determination of the Secretary of the payment
error rate.

"(C) DATA.—For purposes of implementing subpara-
graph (A) for a fiscal year, the Secretary shall use the
data for the most recent fiscal year available.
"(3) ELECTION LIMITATION.—

"(A) RE-ENTERING FOOD STAMP PROGRAM.—A State that
elects to participate in the program under paragraph (1)
may in a subsequent year decline to elect to participate
in the program and instead participate in the food stamp
program in accordance with the other sections of this Act.

"(B) LIMITATI0N.—Subsequent to re-entering the food
stamp program under subparagraph (A), the State shall
only be eligible to participate in the food stamp program
in accordance with the other sections of this Act and shall
not be eligible to elect to participate in the program estab-
lished under subsection (b).
"(4) PROGRAM EXCLUSIVE.—

"(A) IN GENERAL.—A State that is participating in the
program established under subsection (b) shall not be sub
ject to, or receive any benefit under, this Act except as
provided n this section.

"(B) Cor'rncr WITH FEDERAL GOVERNMENT.—Nothing
in this section shall prohibt a State from contracting with
the Federal Government for the provision of services or
materials necessary to carry out a program under this
section.
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"(d) LEAD AGENCY.—A State desiring to receive a grant under
this section shall designate, in an application submitted to the
Secretary under subsection (e)(1), an appropriate State agency
responsible for the administration of the program under this section
as the lead agency.

"(e) APPLICATION AND PLAN.—
"(1) APPLICATION.—TO be eligible to receive assistance

under this section, a State shall prepare and submit to the
Secretary an application at such time, in such manner, and
containing such information as the Secretary shall by regulation
require, including—

"(A) an assurance that the State will comply with
the requirements of this section;

"(B) a State plan that meets the requirements of para-
graph (3); and

"(C) an assurance that the State will comply with
the requirements of the State plan under paragraph (3).
"(2) ANNUAL PLAN.—The State plan contained in the

application under paragraph (1) shall be submitted for approval
annually.

"(3) REQUIREMENTS OF PLAN.—
"(A) LEAD AGENCY.—The State plan shall identify the

lead agency.
"(B) USE OF BLOCK GRANT FUNDS.—The State plan

shall provide that the State shall use the amounts provided
to the State for each fiscal year under this section—

"(i) to provide food assistance to needy individuals
and families residing in the State, other than residents
of institutions who are ineligible for food stamps under
section 3(i); and

"(ii) to pay administrative costs incurred in provid-
ing the assistance.
"(C) GROUPS SERVED.—The State plan shall describe

how and to what extent the program will serve specific
groups of individuals and families and how the treatment
will differ from treatment under the food stamp program
under the other sections of this Act of the individuals
and families, including—

"(i) elderly individuals and families;
"(ii) migrants or seasonal farmworkers;
"(iii) homeless individuals and families;
"(iv) individuals and families who live in institu-

tions eligible under section 3(i);
"(v) individuals and families with earnings; and
"(vi) members of Indian tribes or tribal organiza-

tions.
"(D) ASSISTANCE FOR ENTIRE STATE.—The State plan

shall provide that benefits under this section shall be avail-
able throughout the entire State.

"(E) NOTICE AND HEARINGS.—The State plan shall pro-
vide that an individual or family who applies for, or
receives, assistance under this section shall be provided
with notice of, and an opportunity for a hearing on, any
action under this section that adversely affects the individ-
ual or family.
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"(F) ASSESSMENT OF NEEDS.—The State plan shall
assess the food and nutrition needs of needy persons resid-
ing in the State.

"(G) ELIGIBILITY STANDARDS.—The State plan shall
describe the income, resource, and other eligibility stand-
ards that are established for the receipt of assistance under
this section.

"(II) RECEIVING BENEFITS IN MORE THAN 1 JURISDIC-
TION.—The State plan shall establish a system for the
exchange of information with other States to verify the
identity and receipt of benefits by recipients.

"(I) PRIVACY.—The State plan shall provide for safe-
guarding and restricting the use and disclosure of informa-
tion about any individual or family receiving assistance
under this section.

"(J) OThER INFORMATION.—The State plan shall con-
tain such other information as may be required by the
Secretary.
"(4) APPROVAL OF APPLICATION AND PLAN.—The Secretary

shall approve an application and State plan that satisfies the
requirements of this section.

(0 No INDIVIDUAL OR FAMILY ENTITLEMENT TO ASSISTANCE.—
Nothing in this section—

"(1) entitles any individual or family to assistance under
this section; or

"(2) limits the right of a State to impose additional limita-
tions or conditions on assistance under this section.
"(g) BENEFITS FOR ALIENS.—

"(1) ELIGIBILITY.—No individual who is an alien shall be
eligible to receive benefits under a State plan approved under
subsection (e)(4) if the individual is not eligible to participate
in the food stamp program due to the alien status of the
individual.

"(2) INCOME.—The State plan shall provide that the income
of an alien shall be determined in accordance with section
5(i).
"(h) EMPLOYMENT AND TRAINING.—

'(1) WORK REQUIREMENTS.—No individual or household
shall be eligible to receive benefits under a State plan funded
under this section if the individual or household is not eligible
to participate in the food stamp program under subsection
(d) or (o) of section 6.

"(2) WORK PROGRAMS—Each State shall implement an
employment and training program in accordance with the terms
and conditions of section 6(d)(4) for individuals under the pro-
gram and shall be eligible to receive funding under section
16(h).
"(i) ENFORCEMENT.—

"(1) REVIEW OF COMPLIANCE WITH STATE PLAN.—The Sec-
retary shall review and monitor State compliance with this
section and the State plan approved under subsection (e)(4).

"(2) NONCOMPLIANCE.—
"(A) IN GENERAL.—If the Secretary, after reasonable

notice to a State and opportunity for a hearing, finds that—
"(i) there has been a failure by the State to comply

substantially with any provision or requirement set
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forth in the State plan approved under subsection
(e)(4); or

"(ii) in the operation of any program or activity
for which assistance is provided under this section,
there is a failure by the State to comply substantially
with any provision of this section;

the Secretary shall notify the State of the finding and
that no further grants will be made to the State under
this section (or, in the case of noncompliance in the oper-
ation of a program or activity, that no further grants to
the State will be made with respect to the program or
activity) until the Secretary is satisfied that there is no
longer any failure to comply or that the noncompliance
will be promptly corrected.

"(B) OTHER PENALTIES.—In the case of a finding of
noncompliance made pursuant to subparagraph (A), the
Secretary may, in addition to, or in lieu of, imposing the
penalties described in subparagraph (A), impose other
appropriate penalties, including recoupment of money
improperly expended for purposes prohibited or not author-
ized by this section and disqualification from the receipt
of financial assistance under this section.

"(C) N0TIcE.—The notice required under subparagraph
(A) shall include a specific identification of any additional
penalty being imposed under subparagraph (B).
"(3) ISSUANCE OF REGULATIONS.—The Secretary shall estab-

lish by regulation procedures for—
"(A) receiving, processing, and determining the validity

of complaints made to the Secretary concerning any failure
of a State to comply with the State plan or any requirement
of this section; and

"(B) imposing penalties under this section.
"(j) GRANT.—

"(1) IN GENERAL.—For each fiscal year, the Secretary shall
pay to a State that has an application approved by the Secretary
under subsection (e)(4) an amount that is equal to the grant
of the State under subsection (m) for the fiscal year, adjusted
for any reduction required under subsection (m)(2).

"(2) METHOD OF GRANT.—The Secretary shall make a grant
to a State for a fiscal year under this section by issuing 1

or more letters of credit for the fiscal year, with necessary
adjustments on account of overpayments or underpayments,
as determined by the Secretary.

"(3) SPENDING OF GRANTS BY STATE.—
"(A) IN GENERAL.—Except as provided in subparagraph

(B), a grant to a State determined under subsection (m)(1)
for a fiscal year may be expended by the State only in
the fiscal year.

"(B) CARRYOVER.—The State may reserve up to 10
percent of a grant determined under subsection (m)(1) for
a fiscal year to provide assistance under this section in
subsequent fiscal years, except that the reserved funds
may not exceed 30 percent of the total grant received
under this section for a fiscal year.
"(4) FOOD ASSISTANCE AND ADMINISTRATIVE EXPENDI-

TURES.—In each fiscal year, not more than 6 percent of the
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Federal and State funds required to be expended by a State
under this section shall be used for administrative expenses.

"(5) PRovisioN OF FOOD ASSISTANCE.—A State may provide
food assistance under this section in any manner determined
appropriate by the State, such as electronic benefit transfer
limited to food purchases, coupons limited to food purchases,
or direct provision of commodities.
"(k) QUALITY CONTROL.—Each State participating in the pro-

gram established under this section shall maintain a system in
accordance with, and shall be subject to section 16(c), including
sanctions and eligibility for incentive payment under section 16(c).

"(1) NONDISCRIMINATION.—
"(1) IN GENERAL.—The Secretary shall not provide financial

assistance for any program, project, or activity under this sec-
tion if any person with responsibilities for the operation of
the program, project, or activity discriminates with respect
to the program, project, or activity because of race, religion,
color, national origin, sex, or disability.

"(2) ENFORCEMENT.—The powers, remedies, and procedures
set forth in title VI of the Civil Rights Act of 1964 (42 U.S.C.
2000d et seq.) may be used by the Secretary to enforce para-
graph (1).

(m) GRANT CALCULATION.—
"(1) STATE GRANT.—

"(A) IN GENERAL.—Except as provided in subparagraph
(B), from the amounts made available under section 18
for each fiscal year, the Secretary shall provide a grant
to each State participating in the program established
under this section an amount that is equal to the sum
of—

"(i) the greater of, as determined by the Sec-
retary—

"(I) the total dollar value of all benefits issued
under the food stamp program established under
this Act by the State during fiscal year 1994; or

'(II) the average per fiscal year of the total
dollar value of all benefits issued under the food
stamp program by the State during each of fiscal
years 1992 through 1994; and
"(ii) the greater of, as determined by the Sec-

retary—
"(I) the total amount received by the State

for administrative costs under section 16 for fiscal
year 1994; or

"(II) the average per fiscal year of the total
amount received by the State for administrative
costs under section 16 for each of fiscal years 1992
through 1994.

"(B) INSUFFICIENT FUNDS.—If the Secretary finds that
the total amount of grants to which States would otherwise
be entitled for a fiscal year under subparagraph (A) will
exceed the amount of funds that will be made available
to provide the grants for the fiscal year, the Secretary
shall reduce the grants made to States under this sub-
section, on a pro rata basis, to the extent necessary.
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"(2) REDUCTION.—The Secretary shall reduce the grant of
a State by the amount a State has agreed to contribute under
subsection (c) (1) (C).".
(b) EMPLOYMENT AND TRAINING FUNDING.—Section 16(h) of the

Act (7 U.S.C. 2025(a)), as amended by section 13027(d)(2), is further
amended by adding at the end the following:

"(6) BLOCK GRANT STATES.—Each State electing to operate
a program under section 25 shall—

"(A) receive the greater of—
"(i) the total dollar value of the funds received

under paragraph (1) by the State during fiscal year
1994: or

"(ii) the average per fiscal year of the total dollar
value of all funds received under paragraph (1) by
the State during each of fiscal years 1992 through
1994; and
"(B) be eligible to receive funds under paragraph (2),

within the limitations in section 6(d)(4)(K).".
(c) RESEARCH ON OPTIONAL STATE FOOD ASSISTANCE BLOCK

GRANT.—Section 17 of the Act (7 U.S.C. 2026), as amended by
section 13055(c)(2), is further amended by adding at the end the
following:

"(1) RESEARCH ON OPTIONAL STATE FOOD ASSISTANCE BLOCK
GRANT.—The Secretary may conduct research on the effects and
costs of a State program carried out under section 25.".
SEC. 13057. AMERICAN SAMOA.

The Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.), as amended
by section 13056, is further amended by adding at the end the
following:

"SEC. 26. TERRITORY OF AMERICAN SAMOA.

"From amounts made available to carry out this Act, the Sec-
retary may pay to the Territory of American Samoa not more
than $5,300,000 for each of fiscal years 1996 through 2002 to
finance 100 percent of the expenditures for the fiscal year for
a nutrition assistance program extended under section 601 (c) of
Public Law 96—597 (48 U.S.C. 1469d(c)).".

SEC. 13058. ASSISTANCE FOR COMMUNITY FOOD PROJECTS.

The Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.), as amended
by section 13057, is further amended by adding at the end the
following:

"SEC. 27. ASSISTANCE FOR COMMUNITY FOOD PROJECTS.

"(a) DEFINITION OF COMMUNITY FOOD PROJECTS.—In this sec-
tion, the term 'community food project' means a community-based
project that requires a 1-time infusion of Federal assistance to
become self-sustaining and that is designed to—

"(1) meet the food needs of low-income people;
"(2) increase the self-reliance of communities in providing

for their own food needs; and
"(3) promote comprehensive responses to local food, farm,

and nutrition issues.
"(b) AUTHORITY To PROVIDE ASSISTANCE.—

"(1) IN GENERAL.—From amounts made available to carry
out this Act, the Secretary may make grants to assist eligible
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private nonprofit entities to establish and carry out community
food projects.

"(2) LIMITATION ON GRANTS.—The total amount of funds
provided as grants under this section for any fiscal year may
not exceed $2,500,000.
"(c) ELIGIBLE ENTITIES.—To be eligible for a grant under sub-

section (b), a private nonprofit entity must—
"(1) have experience in the area of—

"(A) community food work, particularly concerning
small and medium-sized farms, including the provision of
food to people in low-income communities and the develop-
ment of new markets in low-income communities for agri-
cultural producers; or

"(B) job training and business development activities
for food-related activities in low-income communities;
"(2) demonstrate competency to implement a project, pro-

vide fiscal accountability, collect data, and prepare reports and
other necessary documentation; and

"(3) demonstrate a willingness to share information with
researchers, practitioners, and other interested parties.
"(d) PREFERENCE FOR CERTAIN PROJECTS.—In selecting commu-

nity food projects to receive assistance under subsection (b), the
Secretary shall give a preference to projects designed to—

"(1) develop linkages between 2 or more sectors of the
food system;

"(2) support the development of entrepreneurial projects;
"(3) develop innovative linkages between the for-profit and

nonprofit food sectors; or
"(4) encourage long-term planning activities and multi-sys-

tem, interagency approaches.
"(e) MATCHING FUNDS REQUIREMENTS.—

"(1) REQUIREMENTS.—The Federal share of the cost of
establishing or carrying out a community food project that
receives assistance under subsection (b) may not exceed 50
percent of the cost of the project during the term of the grant.

"(2) CALCULATION.—In providing for the non-Federal share
of the cost of carrying out a community food project, the entity
receiving the grant shall provide for the share through a pay-
ment in cash or in kind, fairly evaluated, including facilities,
equipment, or services.

"(3) SOURCES.—An entity may provide for the non-Federal
share through State government, local government, or private
sources.
"(I) TERM OF GRANT.—

"(1) SINCLE GRANT—A community food project may be
supported by only a single grant under subsection (b).

"(2) TERM—The term of a grant under subsection (b) may
not exceed 3 years.
"(g) TECHNICAL ASSISTANCE AND RELATED INFORMATION.—

"(1) TECHNICAL ASSISTANCE.—In carrying out this section,
the Secretary may provide technical assistance regarding
community food projects, processes, and development to an
entity seeking the assistance.

"(2) SHARING INFORMATION.—
"(A) IN GENERAL—The Secretary may provide for the

sharing of information concerning community food projects
and issues among and between government, private for-
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profit and nonprofit groups, and the public through publica-
tions, conferences, and other appropriate forums.

"(B) OTHER INTERESTED PARTIES.—The Secretary may
share information concerning community food projects with
researchers, practitioners, and other interested parties.

'(h) EVALUATION.—
"(1) IN GENERAL.—The Secretary shall provide for the

evaluation of the success of community food projects supported
using funds under this section.

"(2) REPORT.—NOt later than January 30, 2002, the Sec-
retary shall submit a report to Congress regarding the results
of the evaluation.".

CHAPTER 2—COMMODITY DISTRIBUTION PROGRAMS

SEC. 13071. EMERGENCY FOOD ASSISTANCE PROGRAM.

(a) DEFINITI0NS._-Section 201A of the Emergency Food Assist-
ance Act of 1983 (Public Law 98—8; 7 U.S.C. 612c note) is amended
to read as follows:
"SEC. 201A. DEFINITIONS.

"In this Act:
"(1) ADDITIONAL COMMODITIES.—The term 'additional

commodities' means commodities made available under section
214 in addition to the commodities made available under sec-
tions 202 and 203D.

"(2) AVERAGE MONTHLY NUMBER OF UNEMPLOYED PER-
SONS.—The term 'average monthly number of unemployed per-
sons' means the average monthly number of unemployed per-
sons in each State in the most recent fiscal year for which
information concerning the number of unemployed persons is
available, as determined by the Bureau of Labor Statistics
of the Department of Labor.

"(3) ELIGIBLE RECIPIENT AGENCY.—The term 'eligible recipi-
ent agency' means a public or nonprofit organization—

"(A) that administers—
"(i) an emergency feeding organization;
"(ii) a charitable institution (including a hospital

and a retirement home, but excluding a penal institu-
tion) to the extent that the institution serves needy
persons;

"(iii) a summer camp for children, or a child nutri-
tion program providing food service;

"(iv) a nutrition project operating under the Older
Americans Act of 1965 (42 U.S.C. 3001 et seq.), includ-
ing a project that operates a congregate nutrition site
and a project that provides home-delivered meals; or

"(v) a disaster relief program;
"(B) that has been designated by the appropriate State

agency, or by the Secretary; and
"(C) that has been approved by the Secretary for

participation in the program established under this Act.
"(4) EMERGENCY FEEDING ORGANIZATION.—The term 'emer-

gency feeding organization' means a public or nonprofit
organization that administers activities and projects (including
the activities and projects of a charitable institution, a food
bank, a food pantry, a hunger relief center, a soup kitchen,
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or a similar public or private nonprofit eligible recipient agency)
providing nutrition assistance to relieve situations of emergency
and distress through the provision of food to needy persons,
including low-income and unemployed persons.

"(5) FOOD BANK.—The term 'food bank' means a public
or charitable institution that maintains an established oper-
ation involving the provision of food or edible commodities,
or the products of food or edible commodities, to food pantries,
soup kitchens, hunger relief centers, or other food or feeding
centers that, as an integral part of their normal activities,
provide meals or food to feed needy persons on a regular basis.

(6) FOOD PANTRY.—The term 'food pantry' means a public
or private nonprofit organization that distributes food to low-
income and unemployed households, including food from sources
other than the Department o!f Agriculture, to relieve situations
of emergency and distress.

"(7) POVERTY LINE.—The term 'poverty line' has the same
meaning given the term in section 673(2) of the Community
Services Block Grant Act (42 U.S.C. 9902(2)).

"(8) Sour KITCHEN.—The term 'soup kitchen' means a pub-
lic or charitable institution that, as an integral part of the
normal activities of the institution, maintains an established
feeding operation to provide food to needy homeless persons
on a regular basis.

"(9) TOTAL VALUE OF ADDITIONAL COMMODITIES.—The term
'total value of additional commodities' means the actual cost
of all additional commodities made available under section
214 that are paid by the Secretary (including the distribution
and processing costs incurred by the Secretary).

"(10) VALUE OF ADDITIONAL COMMODITIES ALLOCATED TO
EACH STATE.-—The term 'value of additional commodities allo-
cated to each State' means the actual cost of additional commod-
ities made available under section 214 and allocated to each
State that are paid by the Secretary (including the distribution
and processing costs incurred by the Secretary).".
(b) STATE PLAN.—Section 202A of the Act (7 U.S.C. 612c note)

is amended to read as follows:

"SEC. 202A. STATE I'LAN.

"(a) IN GENERAL.—To receive commodities under this Act, a
State shall submit a plan of operation and administration every
4 years to the Secretary for approval. The plan may be amended
at any time, with the approval of the Secretary.

"(b) REQUIREMENTS.—Each plan shall—
"(1) designate the State agency responsible for distributing

the commodities received under this Act;
"(2) set forth a plan of operation and administration to

expeditiously distribute commodities under this Act;
"(3) set forth the standards of eligibility for recipient agen-

cies; and
"(4) set forth the standards of eligibility for individual

or household recipients of commodities, which shall require—
"(A) individuals or households to be comprised of needy

persons; and
"(B) individual or household members to be residing

in the geographic location served by the distributing agency
at the time of applying for assistance.
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"(c) STATE ADVISORY B0ARD.—The Secretary shall encourage
each State receiving commodities under this Act to establish a
State advisory board consisting of representatives of all interested
entities, both public and private, in the distribution of commodities
received under this Act in the State.".

(c) AUTHORIZATION OF APPROPRIATIONS FOR ADMINISTRATIVE
FUNDS—Section 204(a)(1) of the Act (7 U.S.C. 612c note) is
amended—

(1) in the first sentence—
(A) by striking "1991 through 1995" and inserting

"1996 through 2002"; and
(B) by striking "for State and local" and all that follows

through "under this title" and inserting "to pay for the
direct and indirect administrative costs of the State related
to the processing, transporting, and distributing to eligible
recipient agencies of commodities provided by the Secretary
under this Act and commodities secured from other
sources'; and
(2) by striking the fourth sentence.

(d) DELIVERY OF C0MM0DITIES.—Section 214 of the Act (7
U.S.C. 612c note) is amended—

(1) by striking subsections (a) through (e) and (j);
(2) by redesignating subsections (f) through (i) as sub-

sections (a) through (d), respectively;
(3) in subsection (b), as redesignated by paragraph (2)—

(A) in the first sentence, by striking "subsection (f)
or subsection (j) if applicable," and inserting "subsection
(a)'; and

(B) in the second sentence, by striking "subsection
(f)" and inserting "subsection (a)";
(4) by striking subsection (c), as redesignated by paragraph

(2), and inserting the following:
"(c) ADMINISTRATION.—

"(1) IN GENERAL.—Commoditjes made available for each
fiscal year under this section shall be delivered at reasonable
intervals to States based on the grants calculated under sub-
section (a), or reallocated under subsection (b), before December
31 of the following fiscal year.

"(2) ENTITLEMENT.—Each State shall be entitled to receive
the value of additional commodities determined under sub-
section (a)."; and

(5) in subsection (d), as redesignated by paragraph (2),
by striking "or reduce" and all that follows through "each
fiscal year".
(e) TECHNICAL AMENDMENTS—The Act (7 U.S.C. 612c note)

is amended—
(1) in the first sentence of section 203B(a), by striking

"203 and 203A of this Act" and inserting "203A";
(2) in section 204(a), by striking "title" each place it appears

and inserting "Act";
(3) in the first sentence of section 210(e), by striking

"(except as otherwise provided for in section 214(j))"; and
(4) by striking section 212.

(f) REPORT ON EFAP.—Section 1571 of the Food Security Act
of 1985 (Public Law 99—198; 7 U.S.C. 612c note) is repealed.

(g) AVAILABILITY OF COMMODITIES UNDER THE FOOD STAMP
PROGRAM.—The Food Stamp Act of 1977 (7 U.S.C. 2011 et seq.),
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as amended by section 13058, is further amended by adding at
the end the following:
"SEC. 28. AVAILABILITY OF COMMODITIES FOR THE EMERGENCY FOOD

ASSISTANCE PROGRAM.

"(a) PURCHASE OF C0MM0DITIES.—From amounts appropriated
under this Act, for each of fiscal years 1997 through 2002, the
Secretary shall purchase $300,000,000 of a variety of nutritious
and useful commodities of the types that the Secretary has the
authority to acquire through the Commodity Credit Corporation
or under section 32 of the Act entitled 'An Act to amend the
Agricultural Adjustment Act, and for other purposes', approved
August 24, 1935 (7 U.S.C. 612c), and distribute the commodities
to States for distribution in accordance with section 214 of the
Emergency Food Assistance Act of 1983 (Public Law 98—8; 7 U.S.C.
612c note).

"(b) BASIS FOR COMMODITY PURCHASES.—In purchasing
commodities under subsection (a), the Secretary shall, to the extent
practicable and appropriate, make purchases based on—

"(1) agrkultural market conditions;
"(2) preferences and needs of States and distributing agen-

cies; and
'(3) preferences of recipients.".

(h) EFFECTIVE DATE.—The amendments made by subsection
(d) shall become effective on October 1, 1996.

Subtitle K—Miscellaneous
SEC. 13101. FOOD STAMP ELIGIBILITY.

Section 6(1) of the Food Stamp Act of 1977 (7 U.S.C. 2015(f))
is amended by striking the third sentence and inserting the follow-
ing: "The State agency shall, at its option, consider either all income
and financial resources of the individual rendered ineligible to
participate in the food stamp program under this subsection, or
such income, less a pro rata share, and the financial resources
of the ineligible individual, to determine the eligibility and the
value of the allotment of the household of which such individual
is a member.".
SEC. 13102. REDUCTION IN BLOCK GRANTS FOR SOCIAL SERVICES.

Section 2003(c) of the Social Security Act (42 U.S.C. 1397b)
is amended—

(1) by striking "and" at the end of paragraph (4); and
(2) by striking paragraph (5) and inserting the following:
"(5) $2,800,000,000 for each of the fiscal years 1990 through

1996; and
'(6) $2,240,000,000 for each fiscal year after fiscal year

1996.".

Subtitle L—Reform of the Earned Income
Credit

SEC. 13200. AMENDMENT OF 1986 CODE.

Except as otherwise expressly provided, whenever in this sub-
title an amendment or repeal is expressed in terms of an amend-
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ment to, or repeal of, a section or other provision, the reference
shall be considered to be made to a section or other provision
of the Internal Revenue Code of 1986.

SEC. 13201. EARNED INCOME CREDIT DENIED TO INDIVIDUALS NOT
AUTHORIZED TO BE EMPLOYED IN THE UNITED STATES.

(a) IN GENERAL.—Section 32(c)(1) (relating to individuals
eligible to claim the earned income credit) is amended by adding
at the end the following new subparagraph:

"(F) IDENTIFICATION NUMBER REQUIREMENT.—The term
'eligible individual' does not include any individual who
does not include on the return of tax for the taxable year—

"(i) such individual's taxpayer identification num-
ber, and

'(ii) if the individual is married (within the mean-
ing of section 7703), the taxpayer identification number
of such individual's spouse.".

(b) SPECIAL IDENTIFICATION NUMBER.—Section 32 is amended
by adding at the end the following new subsection:

"(1) IDENTIFICATION NUMBER5.—Solely for purposes of sub-
sections (c)(1)(F) and (c)(3)(D), a taxpayer identification number
means a social security number issued to an individual by the
Social Security Administration (other than a social security number
issued pursuant to clause (II) (or that portion of clause (III) that
relates to clause (II)) of section 205(c) (2) (B) (i) of the Social Security
Act).".

(c) EXTENSION OF PROCEDURES APPLICABLE TO MATHEMATICAL
OR CLERICAL ERRORS.—Section 62l3(g)(2) (relating to the definition
of mathematical or clerical errors) is amended by striking "and"
at the end of subparagraph (D), by striking the period at the
end of subparagraph (E) and inserting a comma, and by inserting
after subparagraph (E) the following new subparagraphs:

"(F) an omission of a correct taxpayer identification
number required under section 32 (relating to the earned
income credit) to be included on a return, and

"(G) an entry on a return claiming the credit under
section 32 with respect to net earnings from self-employ-
ment described in section 32(c)(2)(A) to the extent the
tax imposed by section 1401 (relating to self-employment
tax) on such net earnings has not been paid.".

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1995.
SEC. 13202. REPEAL OF EARNED INCOME CREDIT FOR INDIVIDUALS

WITHOUT CHILDREN.

(a) IN GENErL.—Subparagraph (A) of section 32(c)(1) (defining
eligible individual) is amended to read as follows:

'(A) IN GENERAL.—The term 'eligible individual' means
any individual who has a qualifying child for the taxable
year.".

(b) CONFORMING AMENDMENTS.—Each of the tables contained
in paragraphs (1) and (2) of section 32(b) are amended by striking
the items relating to no qualifying children.

(c) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 1995.
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SEC. 13203. MODIFICATION OF EARNED INCOME CREDIT AMOUNT AND
PHASEOUT.

(a) MODIFICATION OF PHAsE0uT.—Subparagraph (B) of section
32(a)(2) is amended to read as follows:

"(B) the sum of—
"(i) the initial phaseout percentage of so much

of the adjusted gross income (or, if greater, the earned
income) of the taxpayer for the taxable year as exceeds
the initial phaseout amount but does not exceed the
final phaseout amount, plus

"(ii) the final phaseout percentage of so much of
the adjusted gross income (or, if greater, the earned
income) of the taxpayer for the taxable year as exceeds
the final phaseout amount."

(b) PERCENTACES AND AMOUNTS.—
(1) IN GENERAL.—Subsection (b) of section 32, as amended

by section 1102(b), is amended to read as follows:
"(b) PERCENTACES AND AMOUNTS.—

"(1) PERCENTACES.—The credit percentage, the initial
phaseout percentage, and the final phaseout percentage shall
be determined as follows:

"In the of an eligible in The credit per- ptr phor-

1 qualifying child 34 15.98 20
2 or more qualifying chil-

dren 36 21.06 25

"(2) AMOiJNTS.—The earned income amount, the initial
phaseout amount, and the final phaseout amount shall be deter-
mined as follows:

The earned in- The initial The finalIn the case of an eligible in- come amount phaseout phaseoutdividual with:
is: amount is: amount is:

1 qualifying child $6,340 $11,630 $14,850
2 or more qualifying chil-

dren $8,910 $11,630 $17,750".

(2) INCREASE IN CREDIT FOR LOWER-INCOME FAMILIES HAy-
INC 2 OR MORE QUALIFYINC CHILDREN.—Subsection (d) of section
32 is amended to read as follows:
"(d) INCREASE IN CREDIT FOR LOWER-INCOME FAMILIES 1-IAVINC

2 OR MORE QUALIFYINC CHILDREN.—
"(1) IN CENERAL.—If an eligible individual has 2 or more

qualifying children, for purposes of applying paragraphs (1)
and (2) (A) of subsection (a)—

"(A) the amount of the taxpayer's earned income shall
be treated as being equal to 10/9 of such income (determined
without regard to this paragraph), and



H. R. 2491—925

'(B) the earned income amount shall be treated as
being equal to 10/9 of such amount (determined without
regard to this paragraph).
"(2) PHASEOUT OF BENEFIT.—If the applicable income of

the taxpayer for the taxable year exceeds $14,000 ($17,000
in the case of a joint return), the amount of each increase
under paragraph (1) shall be reduced (but not below zero)
by an amount which bears the same ratio to such increase
(determined without regard to this subparagraph) as such
excess bears to $4,000.

"(3) APPLICABLE INCOME.—For purposes of this subsection,
the term 'applicable income' means adjusted gross income or,
if greater, earned income."

(3) CONFORMING AMENDMENTS.—
(A) Subsection (j) of section 32 is amended—

(i) by striking "subsection (b)(2)(A)" and inserting
"subsection (b) (2) or (d)",

(ii) by striking "1994" and inserting "1996", and
(iii) by striking "1993" and inserting "1995".

(B) Subsection (e) of section 32 is amended to read
as follows:

"(e) OTHER SPECIAL RULES.—
"(1) MARRIED INDIVIDUALS.—In the case of an individual

who is married (within the meaning of section 7703), this
section shall apply only if a joint return is filed for the taxable
year.

"(2) TAXABLE YEAR MUST BE FULL TAXABLE YEAR.—Except
in the case of a taxable year closed by reason of the death
of an individual, no credit shall be allowable under this section
in the case of a taxable year covering a period of less than
12 months."
(c) EFFECTIVE DATE.—The amendments made by this section

shall apply to taxable years beginning after December 31, 1995.
SEC. 13204. RULES RELATING TO DENIAL OF EARNED INCOME CREDIT

ON BASIS OF DISQUALIFIED INCOME.

(a) DEFINITION OF DISQUALIFIED INCOME.—Paragraph (2) of
section 32(i) (defining disqualified income) is amended by striking
"and" at the end of subparagraph (B), by striking the period at
the end of subparagraph (C) and inserting", and", and by adding
at the end the following new subparagraph:

"(D) the excess (if any) of—
"(i) the aggregate income from all passive activities

for the taxable year (determined without regard to
any amount described in a preceding subparagraph),
over

"(ii) the aggregate losses from all passive activities
for the taxable year (as so determined).

For purposes of subparagraph (D) the term 'passive activity'
has the meaning given such term by section 469.".
(b) EFFECTIVE DATE.—The amendments made by this section

shall apply to taxable years beginning after December 31, 1995.
SEC. 13205. MODIFICATION OF ADJUSTED GROSS INCOME DEFINITION

FOR EARNED INCOME CREDIT.

(a) IN GENE1L.—5ubsections (a)(2), (c)(1)(C), (d), and (f)(2)(B)
of section 32, as amended by the preceding sections of this subtitle,
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are each amended by striking "adjusted gross income" each place
it appears and inserting "modified adjusted gross income".

(b) MODIFIED ADJUSTED GROSS INCOME DEFINED.—Section 32(c)
(relating to definitions and special rules) is amended by adding
at the end the following new paragraph:

"(5) MODIFIED ADJUSTED CROSS INCOME.—
"(A) IN GENERAL.—The term modified adjusted gross

income' means adjusted gross income—
"(i) increased by the sum of the amounts described

in subparagraph (B), and
"(ii) determined without regard to—

"(I) the amounts described in subparagraph
(C),or

"(II) the deduction allowed under section 172.
"(B) NONTAXABLE INCOME TAKEN INTO ACCOUNL—

Amounts described in this subparagraph are—
"(i) social security benefits (as defined in section

86(d)) received by the taxpayer during the taxable
year to the extent not included in gross income,

"(ii) amounts which—
"(I) are received during the taxable year by

(or on behalf of) a spouse pursuant to a divorce
or separation instrument (as defined in section
71(b)(2)), and

"(II) under the terms of the instrument are
fixed as payable for the support of the children
of the payor spouse (as determined under section
7 1(c)),

but only to the extent such amounts exceed $6,000,
"(iii) interest received or accrued during the tax-

able year which is exempt from tax imposed by this
chapter, and

"(iv) amounts received as a pension or annuity,
and any distributions or payments received from an
individual retirement plan, by the taxpayer during the
taxable year to the extent not included in gross income.

Clause (iv) shall not include any amount which is not
includible in gross income by reason of section 402(c),
403(a)(4), 403(b)(8), 408(d) (3), (4), or (5), or 457(e)(10).

"(C) CERTAIN AMOUNTS DISREGARDED.—An amount is
described in this subparagraph if it is—

"(i) the amount of losses from sales or exchanges
of capital assets in excess of gains from such sales
or exchanges to the extent such amount does not exceed
the amount under section 121 1(b)(1),

"(ii) the net loss from the carrying on of trades
or businesses, computed separately with respect to—

"(I) trades or businesses (other than farming)
conducted as sole proprietorships,

"(II) trades or businesses of farming conducted
as sole proprietorships, and

"(III) other trades or business,
"(iii) the net loss from estates and trusts, and
"(iv) the excess (if any) of amounts described in

subsection (i)(2)(C)(ii) over the amounts described in
subsection (i) (2) (C) (i) (relating to nonbusiness rents
and royalties).
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For purposes of clause (ii), there shall not be taken into
account items which are attributable to a trade or business
which consists of the performance of services by the tax-
payer as an employee.".

(c) EFFECTIVE DATE.--—The amendments made by this section
shall apply to taxable years beginning after December 31, 1995.
SEC. 13206. PROVISIONS TO IMPROVE TAX COMPLIANCE.

(a) INCREASE IN PENALTIES FOR RETURN PREPARERS.—
(1) UNDERSTATEMENT PENALTY.—Section 6694 (relating to

understatement of income tax liability by income tax return
preparer) is amended—

(A) by striking "$250" in subsection (a) and inserting
"$500", and

(B) by striking "$1,000" in subsection (b) and inserting
"$2,000".
(2) OTHER ASSESSABLE PENALTIES.—Section 6695 (relating

to other assessable penalties) is amended—
(A) by striking "$50" and "$25,000" in subsections (a),

(b), (c), Cd), and (e) and inserting "$100" and "$50,000",
respectively, and

(B) by striking "$500" in subsection (f) and inserting
"$1,000".

(b) AIDING AND ABETFING PENALTY.—Section 6701(b) (relating
to amount of penalty) is amended—

(1) by striking "$1,000" in paragraph (1) and inserting
"2,000", and

(2) by striking "10,000" in paragraph (2) and inserting
"20,000".
(c) EFFECTIVE DATE.—The amendments made by this section

shall apply to penalties with respect to taxable years beginning
after December 31, 1995.

Speaker of the House of Representatives.

Vice President of the United States and
President of the Senate.





THE WRITE HOUSE

Office of the Press Secretary

For Immediate Release December 6, 1995

TO TR ROUSE OF REPRESENTATIVES:

I am returning herewith without my approval R.R. 2491, the
budget reconciliation bill adopted by the Republican majority,
which seeks to make extreme cuts and other unacceptable changes
in Medicare and Medicaid, and to raise taxes on millions of
working Americans.

As I have repeatedly stressed, I want to find common ground
with the Congress on a balanced budget plan that will best serve
the american people. But, I have profound differences with the
extreme approach that the Republican majority has adopted. It

would hurt average mericans and help special interests.

My balanced budget plan reflects the values that americans
share —-- work and family, opportunity and responsibility. It

would protect Medicare and retain Medicaid's guarantee of
coveragei invest in education and training and other priorities;
protect public health and the environment; and provide for a
targeted tax cut to help middle—income Mericans raise their
children, save for the future, and pay for postsecondary
education. To reach balance, my plan would eliminate wasteful
spendincc, streamline programs, and end unneeded subsidies; take
the firt, serious steps toward health care reform; and reform
we:Lfare to reward work.

By contrast, R.R. 2491 would cut deeply into Medicare,
Medicaid, student loans, and nutrition programs; hurt the
environment raise taxes on millions of working men and women
and their families by slashing the Earned Income Tax Credit
(EITC); and provide a huge tax cut whose benefits would flow
disproportionately to those who are already the most well—off.

Moreover, this bill creates new fiscal pressures. Revenue
losses f.rom the tax cuts grow rapidly after 2002, with costs
exploding for provisions that primarily benefit upper—income
taxpayers. Taken together, the revenue losses for the 3 years
after 2002 for the individual retirement account (IRA), capital
gains, and estate tax provisions exceed the losses for the
preceding 6 years.

Tit'e VIII would cut Medicare by $270 billion over
7 years --— by far the largest cut in Medicare's 30—year
history. While we need to slow the rate of growth in Medicare
spending, I believe Medicare must keep pace with anticipated
increases in the costs of medical services and the growing
number of elderly americans. This bill would fall woefully
short an would hurt beneficiaries, over half of whom are women.
In addition, the bill introduces untested, and highly
questionable, Medicare "choices" that could increase risks and
costs for the most vulnerable beneficiaries.

Title VII would cut Federal Medicaid payments to States by
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$163 billion over 7 years and convert the program into a block
grant, eliminating guaranteed coverage to millions of Arrtericans
and putting States at risk during economic downturns. States
would face untenable choices: cutting benefits, dropping
coverage for millions of beneficiaries, or reducing provider
payments to a level that would undermine quality service to
children, people with disabilities, the elderly, pregnant women,
and others who depend on Medicaid. I am also concerned that the
bill has inadequate quality and income protections for nursing
home residents, the developmentally disabled, and their
families; and that it would eliminate a program that guarantees
immunizations to many children.

Title IV would virtually eliminate the Direct Student Loan
Program, reversing its significant progress and ending the
participation of over 1,300 schools and hundreds of thousands of
students. These actions would hurt middle— and low—income
families, make student loan programs less efficient, perpetuate
unnecessary red tape, and deny students and schools the
free—market choice of guaranteed or direct loans.

Title V would open the Arctic National Wildlife Refuge
(ANWR) to oil and gas drilling, threatening a unique, pristine
ecosystem, in hopes of generating $1.3billion in Federal
revenues —— a revenue estimate based on wishful thinking and
outdated analysis. I want to protect this biologically rich
wilderness permanently. I am also concerned that the Congress
has chosen to use the reconciliation bill as a catch—all for
various objectionable natural resource and environmental
policies. One would retain the notorious patenting provision
whereby the government transfers billions of dollars of publicly
owned minerals at little or no charge to private interests;
another would transfer Federal land for a low—level radioactive
waste site in California without public safeguards.

While making such devastating cuts in Medicare, Medicaid,
and other vital programs, this bill would provide huge tax cuts
for those who are already the most well—off. Over 47 percent of
the tax benefits would go to families with incomes over
$100,000 —— the top 12 percent. The bill would provide
unwarranted benefits to corporations and new tax breaks for
special interests. At the same time, it would raise taxes,
on average, for the poorest one—fifth of all families.

The bill would make capital gains cuts retroactive to
January 1, 1995, providing a windfall of $13 billion in about
the first 9 months of 995 alone to taxpayers who already have
sold their assets. While my Administration supports limited
reform of the alternative minimum tax (ANT), this bill's cuts
in the corporate ANT would not adequately ensure that profitable
corporations pay at least some Federal tax. The bill also would
encourage businesses to avoid taxes by stockpiling foreign
earnings in tax havens. And the bill does not include my
proposal to close a loophole that allows wealthy Americans to
avoid taxes on the gains they accrue by giving up their U.S.
citizenship. Instead, it substitutes a provision that would
prove ineffective.

While cutting taxes for the well—off, this bill would cut
the EITC for almost 13 million working families. It would
repeal part of the scheduled 1996 increase for taxpayers with
two or more children, and end the credit for workers who do not
live with qualifying children. Even after accounting for other
tax cuts in this bill, about eight million families would face a
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net tax increase.

The bill would threaten the retirement benefits of workers
and increase the exposure of the Pension Benefit Guaranty
Corporation by making it easy for companies to withdraw
tax-favored pension assets for nonpension purposes. It also
would raise Federal employee retirement contributions, unduly
burdening Federal workers. oreover, the bill would eliminate
the low-income housing tax credit and the community development
corporation tax credit, which address critical housing needs and
help rebuild communities. Finally, the bill would repeal the
tax credit that encourages economic activity in Puerto Rico. We

must not ignore the real needs of our citizens in Puerto Rico,
and any legislation must contain effective mechanisms to promote
job creation in the islands.

Title XII includes many welfare provisions. I strongly
support real welfare reform that strengthens families and
encourages work and responsibility. But the provisions in this
biLl, when added to the EITC cuts, would cut low-income programs
too deeply. For welfare reform to succeed, savings should
result from moving people from welfare to work, not from cutting
people off and shifting costs to the States. The cost of
excessive program cuts in human terms —— to working families,
single mothers with small children, abused and neglected
children, low-incotne legal immigrants, and disabled children -—
would be grave. In addition, this bill threatens the national
nutritional safety net by making unwarranted changes in child
nutrition programs and the national food stamp program.

The agriculture provisions would eliminate the safety net
that farm programs provide for U.S. agriculture. Title I would
provide windfall payments to producers when prices are high, but
not protect family farm income when prices are low. In

addition,, it would slash spending for agricultural export
assistance and reduce the environmental benefits of the
Conserva:ion Reserve Program.

For all of these reasons, and for others detailed in the
attachment, this bill is unacceptable.

Nevertheless, while I have major differences with the
Congress I want to work with embers to find a common path to
balance the budget in a way that will honor our commitment to
senior citizens, help working families, provide a better life
for our children, and improve the standard of living of all
rnericans.

WILLIAN J. CLINTON

THE WHITE HOUSE,
December 6, 1995.
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